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FOREWORD
For more than 30 years, Comgest 1 has aimed to create an international partnership, together with our investee
companies and asset owners, sharing common values. While many aspects of the financial industry have changed
since Comgest’s foundation, our values have not. Our two founders strongly believed in their entrepreneurial vision
of establishing an independent portfolio management company based in Europe, where the freedom to invest only in
Quality Growth would be the key value proposition. To maintain the independence of this partnership in the long run,
they also knew that Comgest would have to fully endorse the fact that great freedom requires even greater
responsibility.

A.

INTRODUCTION
1. Why does this Responsible Investment policy exist?

This Responsible Investment policy aims to establish what Responsible Investment (“RI”) means at
Comgest and how it relates to our values and management philosophy.
Comgest’s values define its corporate culture and are founded upon five pillars:
—
—
—
—
—

Partnership: this means entrepreneurship, team-work, ownership, humility and transparency
Quality: this means expertise, excellence, rigour, continuous improvement and prioritisation
Integrity: this means honesty, consistency, objectivity and trust worthiness
Courage: this means having conviction, accepting necessary changes, learning from mistakes,
daring to be different
Care: we believe in the power of empathy, we care about our clients, our colleagues, our
investee companies and about society.

As asset managers, we must invest on behalf of others with a clear sense of fiduciary duty. We consider
that Responsible Investment is part of this fiduciary duty. As stewards of capital, we look to preserve the
long-term interests of our clients by investing in companies where we believe the financial returns are
sustainable over the long term. This includes monitoring the social and environmental impact of our
investee companies to evaluate whether they support conditions for sustainable growth. This is
important for the health of the financial returns, but also because our clients are affected by our investee
companies in other ways - as consumers, employees, citizens and inhabitants of the earth.
With the implementation of its Responsible Investment policy, Comgest strives to achieve the following
objectives, in line with our fiduciary duty:
—
—
—
—

—

Conduct comprehensive assessment of companies’ quality through better identification of
companies’ environmental, social and governance (“ESG”) related risks and opportunities;
Enhance the risk-adjusted return of our portfolios over a long-term investment horizon;
Encourage investee companies to increase ESG information disclosure and to adopt relevant
governance practices and risk mitigation measures in the interest of all stakeholders;
Discover new opportunities through the assessment of companies that establish forwardthinking and comprehensive integration of ESG factors into business activities and processes;
and,
Promote a responsible investment mindset across the finance industry.

Comgest also has regulatory obligations under the Sustainable Finance Disclosures Regulation (“SFDR”) 2
to provide a defined level of transparency in our sustainable investment activities. This policy explains
how ESG related risks, also referred to as “Sustainability Risks” 3 are integrated into the investment
decision making process.

Comgest Global Investors, S.A.S. is the holding company for the Comgest Group which includes six asset management companies:
Comgest, S.A. (Paris), Comgest Far East Ltd (Hong Kong), Comgest Asset Management International Ltd (CAMIL) (Dublin), Comgest
Asset Management Japan Ltd (Tokyo), Comgest Singapore Pte Ltd (Singapore) and Comgest US LLC (Boston). Comgest also has the
following service locations: Comgest Deutschland GmbH (Düsseldorf), Comgest Benelux B.V. (Amsterdam), Comgest Australia Pty
Ltd (Sydney), as well as offices of CAMIL in London, Milan and Brussels.
2
“SFDR”, Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27 November 2019 on sustainability-related
disclosures in the financial services sector.
3
“Sustainability Risk” means an environmental, social or governance event or condition that, if it occurs, could cause an actual or a
potential material negative impact on the value of an investment as per the SFDR.
1
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2. What do we mean by Responsible Investment?
Responsible Investment can be differentiated from traditional approaches to investment in four ways:
1)

2)

3)

4)

We believe that time horizons are critical; the ultimate objective is the creation of sustainable,
long-term investment returns not just short-term returns. The long term has been the
cornerstone of our investment philosophy since the beginning.
Responsible Investment requires that we monitor changes happening at the level of social
ecosystems so as to link extra-financial analysis to financial outcomes and investment decisions.
We believe in the ability of companies to transform social problems into economic opportunities.
The long-term success of a company depends on the health of economic and environmental
systems as well as evolving societal values and expectations.
Being an active investor is not only about selecting a few companies as measured by an active
share, it also means facilitating positive impacts for civil society and the environment through
our support to companies whose activities lead to positive outcomes (e.g. job creation, energy
efficiency), including when the ESG profile of a company is in recovery.
We recognise that being a shareholder of a company implies that we share with it what we think
is a good way of conducting its business and what is not. To become a responsible investor in a
company is to accept this association, sharing in its good fortunes but also indirectly bearing
some of its responsibilities and reputational risks.

To be responsible, an investor needs to think like an owner. Just like an owner, he or she needs to care
about the strategic intent of the company as well as the impact of the company on its customers and
employees. A responsible investor should try to answer some basic questions: What solutions does this
company want to provide to what type of problems? What are the costs (direct and indirect) that will
result from such actions? How should the benefits and costs be aggregated to assess the net social utility
of the company? Do I want to invest in this business and with these people? And, finally, how should the
value created be monetised and made as sustainable as possible?
As a commitment to these principles, Comgest became a signatory to the UN Principles for Responsible
Investment (PRI) in March 2010, and since then we have strived to apply the six principles of the PRI.
3. What are the links between Responsible Investment and our investment beliefs?
Our investment style has always led us to consider a wide variety of extra-financial research and ESG
data in particular. Generally, our core investment beliefs have been as follows:
1)

Over the long term, fundamentals prevail and share price growth converges towards EPS growth.
By focusing company analysis on fundamentals, we consider ourselves business analysts as
much as financial analysts. In the long term, fundamentals are shaped by the link between a
strategy and the need for a solution to a problem. The value of a business strategy is irrelevant
without good execution, which largely depends on the people and the culture of the company.
This is where understanding that management of Human Capital and the ethics and governance
of a company becomes a critical component of company analysis. Likewise, a business strategy
with a solid grasp of societal trends and needs can have the dual effect of a dividend in terms of
revenue potential while also creating a social dividend. In the end, EPS growth is determined by
the juncture of the good execution of the right strategy while addressing latent demand for a
better solution to a problem.

2)

Markets may fail to correctly value businesses with strong and sustainable competitive
advantage and persistent superior earnings growth.
As a Quality Growth investor, our objective is to find companies whose future profits will outgrow
what is already priced in their shares. To achieve this, we need to have a better understanding
than others of the inherent quality and sustainability of this growth. On average, it is true that
growth trajectories tend to converge towards GDP growth overtime. However, by focusing on the
distinctive qualities of companies, we try to find the outliers whose quality growth outlasts
expectations. ESG is a key component of this quality assessment.
We are willing to be patient because we know other short-term investors may underestimate the
power of compounding returns and know little about the companies they invest in.

3)

Sustainable EPS growth with high Return on Invested Capital (“ROIC”) and strong visibility leads
to above-average investment returns at below average risk.
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Some of the most extreme risks can be hard to spot with conventional analyses (so called “black
swans”). Our experience and high-risk aversion have taught us, however, that some ESG signals,
like sub-par business ethics, can increase the probability of occurrence.
Furthermore, high ROIC is usually conditioned upon solid barriers to entry for the competition
and the company’s ability to secure a wide license-to-operate. Nowadays, sustainable barriers
to entry often lie in intangible assets, like brands and reputations, and companies are required
to accept some social responsibilities to protect those assets.
4. What are the links between Responsible Investment and our corporate purpose?
At Comgest, we have defined our corporate purpose as being:
To provide investors with a consistent quality growth approach across global equity markets,
To promote a long-term, responsible and independent mindset
…within the culture of our enduring partnership.

We believe that our social utility is first and foremost to deliver above-average risk-adjusted returns to
our clients over time. Allocating our client’s capital to activities that generate positive social and
environmental impacts at a reasonable price can help us to achieve these returns. Beyond our clients, we
recognise that our employees, business partners, the environment and society in general can be
stakeholders to which we try to deliver positive outcomes through our activities. The way we try to
achieve this is critical and is carried out by promoting a long-term, responsible and independent mindset
among our people, clients and portfolio companies within the culture of enduring partnership.
We do not want to be everything to everybody. By narrowing our options and focusing on one single
investment style (Quality Growth), we think that we can be more efficient, and we can more clearly
explain our successes and failures. We believe that asset managers who do not want to be anything in
particular, usually produce nothing anybody particularly wants.
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B.

INVESTMENT PHILOSOPHY
1. One Investment Style: Quality Growth in the long term

In line with our corporate purpose, Comgest has developed an investment philosophy focusing on longterm “quality growth” that favours companies with sound business and financial practices and which
can generate sustainable earnings growth.
To assess the quality of companies, we use the following list of criteria, nearly half of which are related
to ESG matters:

Comgest’s investment process is characterised by in-depth research, analysis and knowledge of target
companies. It uses a rigorous approach to identify quality companies that should be capable of generating
above-average growth on a sustained basis. The disciplined company selection process aims to make it
possible to withstand market trends and fluctuations. The specific nature of Comgest’s approach is
reflected in concentrated portfolios and inherently high-risk aversion.
The analysis conducted by our analysts and portfolio managers pays particular attention to two aspects:
visibility on results and management quality. Top management is generally judged on its expertise,
behaviour and propensity to communicate or not with investors. A close eye is also kept on compensation
and the interests of stakeholders. This helps us assess whether the company is properly managed with
the objective of long-term value creation.
2. Sustainable value creation
While most investors and financial analysts use the term value creation extensively, we believe very few
may understand how companies actually achieve sustainable value. The confusion stems from the
widely used framework of “shareholders’ value creation” (put simply as ROIC superior to the Weighted
Average Cost of Capital of any given company). This framework tends to de-emphasise the fact that a
ROIC cannot be generated without some implicit assumptions about the company’s access to other
critical types of capital. Trying to forecast the evolution of ROIC without understanding the future
dynamics of revenues (units and prices), procurement and labour costs or the level of tax is a meaningless
exercise. Most of the costs related to an economic activity can be considered as revenues expected by the
various stakeholders of a business. Revenues are then used by those constituencies to generate their own
expected ROIC. From those levels of realised vs. expected ROICs, the constituencies will decide how to
sustain their relationships with the company. The key variable that drives the ROIC of a company
overtime remains the goodwill of its customers, and their willingness to pay higher prices and remain
loyal. This level of goodwill requires that a company delivers genuine and increasing social utility, i.e.
that a company succeeds in turning social needs into economic opportunities through innovation and
differentiation.
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Some companies generate Shareholder Value through innovation and others by capturing value from
their stakeholders (e.g. charging clients higher prices, bringing down supplier margins). From Adam Smith
through Joseph Schumpeter and more recently Peter Drucker, all have shown that, both in theory and in
practice, capitalism is the best device to find better solutions to existing problems. Companies leverage
various types of capital and inputs to generate outcomes which provide returns on that capital. The value
creation process can be separated into five steps from Business Purpose to Sustainable Returns on the
various types of invested capital. The diagram below depicts this value creation process.

Financial
Capital

Differentiation
& Sustainable
Returns on Capital

Business Purpose
& Social Utility

Shareholder Value

Human
Capital
Inputs

Business
Model

Outputs

Outcomes

Natural
Capital

Social
Capital

Customer Value
& Loyalty

Corporate Beliefs
& Culture

Innovation
& Performance

Strategy,
Governance
& Capital
Allocation

Employee Pride
& Engagement
Reputation, Brand
& Franchise
Sustainable
Ecosystems

The value creation should be greater and all the more sustainable if it is truly innovative and provides a
return to the various providers of capital in a fair and acceptable manner. If not, goodwill towards a
company can be eroded, as well as its profits by the reaction of the other capital providers, be they
customers, employees, suppliers, anti-trust authorities or tax authorities.
Natural Capital is a special case as it is not expecting a return or an increase in value. Nonetheless, this
capital needs to at least be amortised so as to be regenerated and maintained, particularly if it is in limited
supply. Therefore, we believe environmental protection, recycling and product re-use should be
encouraged and increasingly valued in business models to protect licenses-to-operate and sustainable
margins. Other positive outcomes can be illustrated through the Sustainable Development Goals
framework of the UN.
3. Governance principles and core values
Regardless of the strategy, Comgest’s investment process systematically considers governance criteria
for all stocks in the portfolio. Comgest believes that several fundamental principles need to apply to all
organisations that aim to be successful quality growth companies. Careful consideration of individual
company values and practices informs our investment decision-making processes.
Comgest looks for and encourages the companies it invests in to apply the following four principles in
their governance systems:
—

Long-term performance orientation: companies should think big and plan long. Boards of
directors, management and employees should be responsible for ensuring continuous
improvement throughout all levels of the organisation. Innovation and initiative should be part
of the corporate culture. We believe a long-term performance orientation leads to better personal,
team and financial performance and encourages employees to ‘go the extra mile’ for customers
and shareholders.

—

Accountability and transparency: executive and non-executive directors need to take full
ownership of their duties and responsibilities, share information in a sufficiently open and timely
manner, be able to answer questions and explain decisions, uphold trust and confidence and be
fully accountable for the consequences of their actions.
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—

Honesty and integrity: compromising honesty and integrity can be disastrous for a company’s
image, brand, morale and performance. Qualities, attributes and competencies that nurture and
embrace honesty and integrity are vital to keeping a company whole, internally and externally.
Companies should be vigilant, reliable and constantly seek to earn the trust of employees,
customers and shareholders.

—

Shared purpose and engagement: both executive and non-executive directors should align their
own interests with what is best for the company. Managers should lead by example with respect
to all the company’s stakeholders and successfully engage with them via their vision, leadership
and capacity to inspire trust. Similarly, each employee should understand how his or her role
contributes to the successful realisation of the company’s business purpose. Fundamentally, a
company is a team and it takes a strong team of highly motivated people to achieve outstanding
and sustainable long-term performance.

Please refer to Appendix I for more information on the Good Governance Policy applicable to portfolios
categorised as promoting environmental or social characteristics under Article 8 of the SFDR.
4. Responsible Investment Approach
We believe that companies should create social utility as illustrated by the famous quote of Peter Drucker:
“The proper ‘social responsibility’ of business is to … turn a social problem into economic opportunity”.
We think that companies should provide benefits to all stakeholders (shareholders, customers,
employees, suppliers…) and care about the environment.
We fully acknowledge the large number of environmental challenges (energy, climate change,
biodiversity, resource scarcity, multiple sources of pollution…) and the need for the financial system to
look for solutions.
Based on these convictions and consistent with our corporate purpose, Comgest has developed and
implemented a three-pronged responsible investment strategy:
—

Integrate: ESG integration, exclusions

—

Engage: voting, company dialogue

—

Promote: RI activities, impact reporting

INTEGRATE

ESG integration process
Exclusions

ENGAGE

Company engagement
& Voting

PROMOTE

RI activities
& Impact reporting
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C.

INTEGRATE
1. Sustainability Risks

Comgest believes that enhanced outcomes can be achieved from the integration of sustainability risks
into its investment decisions.
Sustainability risk means an environmental, social or governance event or condition that, if it occurs,
could cause an actual or a potential material negative impact on the value of an investment.
Sustainability risks are the potential negative consequences (financial, legal or reputational) to a business
that may result from its impact (or perceived impact) on the natural environment (such as air, water or
soil), on the stakeholders of the entity (including employees, customers and local communities) or from
shortcomings in a company’s management structure (such as misbehaviour, corruption, failure to
adequately vindicate shareholder rights or lack of tax compliance). Sustainability risks may occur in
respect of the companies in which the portfolios we manage invest. The occurrence and significance of
sustainability risks vary between sectors and geographical locations. For example:
—

Businesses whose operations are highly dependent on access to natural resources (such as those
in the oil, gas, agriculture, energy, mining sectors) or businesses whose products cause high
emissions (such as the automotive and aviation industries), often face a high level of
environmental risk.

—

Businesses whose operations pose significant health and safety hazards to workers or have
significant socioeconomic impacts on local communities, such as mining, construction and the
textile industry, often face a high level of social risk.

—

Changes in consumer expectations may also present sustainability risk. Consumer expectations
with regard to protecting biodiversity and promoting a circular economy has meant that many
companies have had to change their operating model to reduce the use of single-use plastic. This
has presented an operational risk for some consumer goods companies and retailers.

—

Different kinds of sustainability risks are more or less prevalent in different parts of the world.
The level of risk may be influenced by changing climate conditions and natural hazards,
regulatory standards in climate protection, labour safety standards with respect to a company’s
activities, technological developments (such as renewable energies) and changes in consumer
behaviour. For example, in some regions, issues such as child or forced labour or corruption may
be a more common risk. Climate change is also expected to have varying impacts around the
world, for example an increase in the risk of drought in some regions and an increase in flood
risk in others.

Because of Comgest’s investment philosophy and process, it has been observed for many years that
companies involved in areas such as banking, energy, materials, mining, utilities, defence, civilian
firearms, tobacco and airlines industries are usually absent from or significantly underweight in our
portfolios.
2. ESG Integration
The manner in which we take sustainability risks (also referred to as “ESG risks”) into consideration is
through the ESG integration approach. ESG factors are incorporated into the investment decision making
process with the objective of improving the long-term financial outcomes of our clients’ portfolios,
consistent with their objectives. This approach ensures that the investment teams are aware of an
investee company’s sustainability risks, including those that could have a material impact on returns.
Comgest has chosen the ESG integration approach because it fits well with our general approach of stock
picking quality companies with a long-term investment horizon and ensures that sustainability risks and
opportunities are taken into account in a systematic manner.
Comgest’s ESG integration approach is different from a Best-in-Class 4 approach because we may not
invest in some sectors, principally because we cannot find good quality companies in these sectors
according to our standards. Moreover, some activities do not necessarily have positive social and
environmental outcomes. Comgest has rather a Best-in-Universe 5 approach based on absolute quality,
combined with a Best-Effort 6 approach which may be rewarding over the long term thanks to our
engagement activities (see section D. 2, “Engagement policy”).

4
5
6

Best-in-class refers to the selection of the best ESG-rated issuers of an industry
Best-in-universe refers to the selection of the best ESG-rated issuers irrespective of their industry
Best-Effort refers to the selection of issuers able to improve their ESG rating over time
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ESG INTEGRATION PROCESS

*See section C.3 – Impact on Valuation

At the outset, an initial broad screen of the market is carried out by the company and ESG analysts in
relation to financial and extra-financial quality growth criteria. Where companies pass this initial
screening, they are considered as potential investment ideas and are added to a ‘watchlist’, a list of
securities monitored for potential investing opportunities for all investment strategies.
At the watchlist stage, securities are analysed against what we believe to be the most relevant data points
from various research providers to help identify where the key risks may be from an E, S, or G perspective.
These metrics are also used to identify opportunities as we believe that companies that learn to mitigate
ESG related risks can outperform over the longer term.
When moving from the watchlist to the universe of eligible investments, the risk assessment is
summarised into what the company and ESG analysts believe to be the most material sustainability
issues i.e. those that could have an impact on a company’s performance and share price.
We then analyse how the identified ESG sustainability risks contribute to broad risk headings such as
governance risk, reputation risk, regulatory and litigation risk, operational risk, demand shift risk,
sourcing /supply chain risk and corporate culture risk, recognising that the materiality of certain ESG
risks can vary from industry to industry and region to region.
Finally, the ESG integration process requires us to analyse matters where there is less certainty about the
risks or an unavailability of data. In these cases, our knowledge of the company, experience and
judgement is required when coming to an overall opinion on the sustainability risks facing the company.
To help reduce risks linked to ESG factors, we may apply targeted exclusion policies for certain activities
where sustainability risks tend to be more significant (including controversial weapons, tobacco and coal).
The ESG assessment also helps analysts identify companies for future engagement (e.g. ESG laggards
with potential for improvement). For companies requiring ESG improvements, the ESG or company
analyst may decide to organise onsite visits at their facilities or meetings with independent board
members, management or employees to find complementary information on the ESG / quality profile of
these companies.
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When adding a company to a portfolio, ESG integration contributes to all three components used in
determining the weight of a holding:
—

Quality / visibility: the ESG assessment leads
portfolio managers to assess the overall quality
of a company (e.g. management, positioning vs.
competitors, resilience)

—

Dynamic growth: the ESG assessment leads
portfolio managers to assess the growth
opportunities related to sustainability themes
(access to communication in Emerging Markets,
ageing population, access to healthcare, health
and wellness, renewable energy etc).

—

Attractive valuation: ESG considerations are
taken into account in the company risk factors
when calculating the discount rate. In addition,
an overall quality level may be assigned to the
company using an internal rating system. The
quality level is used to impact the discount rate
applied to that company within our valuation
model. (see section C.3, “Impact on Valuation”)

The above three components influence the portfolio managers’ level of conviction during portfolio
construction (as seen in the diagram).
Investee companies across all strategies are then monitored on an ongoing basis from an ESG
perspective. The purpose is to identify ESG events (controversies, change in corporate structure, change
of board / management, etc.) which could affect companies’ ESG / quality profile, valuation and/or
reputation. Where material events occur, the ESG assessment would be revised accordingly and the
investment case could be re-assessed. This monitoring is conducted systematically for all strategies
using third party tools that provide real time updates on changes in governance and new controversies.
The ESG Team provides an update to the relevant investment teams on alerts they have received.
3. Impact on Valuation
(a) Definition of the ESG Quality Level
To further refine the quality and risk assessment of the companies, a more in-depth review may be
carried out by the ESG analysts in order to determine a ESG Quality Level 7 and ESG analyst opinion. The
quality level is the result of a consensus between the ESG analyst and the company analyst on the level
of ESG quality specific to the company. The ESG Quality Level is assigned on a scale of 1 to 4.

ESG QUALITY LEVEL

DESCRIPTION
(ONE OR MORE OF THE SAMPLE ELEMENTS BELOW)

1

ESG Leader

Sustainability/CSR fully embedded in corporate culture, strategy to benefit from ESG
opportunities, excellent disclosure, mitigation of existing ESG risks

2

Good Quality

Good awareness and mitigation of low ESG risks, adequate disclosure, few
controversies, able to benefit from ESG opportunities

3

Basic Quality

Basic awareness of ESG risks, limited mitigation measures in place, moderate ESG risk
exposure, low disclosure, ESG controversies, room for improvement

4

Improvement
Expected

High ESG risk exposure, no consideration of ESG risks, very low or absence of
disclosure, no mitigation measures, significant ESG controversies, priority for
engagement

ESG Quality Levels are assigned following the ESG analysts in-depth review which takes place when a security enters a portfolio.
While ESG quality levels cover a large majority of Comgest’s assets under management, a Quality Level may not be assigned for all
investments, depending on the strategy.

7
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(b)

Impact on the discount rate

Where an ESG Quality Level has been determined, it is translated into a company specific ESG discount
rate which is added to the initial discount rate given by the company analyst based on country / market
risk and business risk. The ESG discount rate considers all environmental, social and governance risk /
opportunity elements found in the in-depth ESG Report.
When a company has an ESG Quality Level 1, the initial discount rate is reduced.
As ranges of initial discount rates are different according to whether it is a developed market or an
emerging market investment universe, ranges of ESG discount rates also differ accordingly.
DEVELOPED MARKETS

EMERGING MARKETS

ESG QUALITY
LEVEL

ESG DISCOUNT
RATE

ESG QUALITY
LEVEL

ESG DISCOUNT
RATE

1

-50 bps

1

-100 bps

2

0 (no change)

2

0 (no change)

3

+100 bps

3

+150 bps

4

+200 bps

4

+300 bps

These ranges have been set based on our experience and on back-testing results and are subject to change.
We have observed that ESG factors can have an impact of 15%-20% in terms of return expectations or
risks. Applying this to our average discount rates results in the above ranges. ESG quality can indicate
better strategic insight and operational effectiveness which should lead to lower risk and higher growth
potential; therefore, it can result occasionally in a lower discount rate. In our investment process,
valuation is only one of the elements considered in making investment decisions. Integrating ESG factors
in valuations and investment decision-making stimulates better awareness of ESG issues and deeper
debate among investment team members.
Given our strict requirement for quality at the various steps of our investment process, we consider the
presence of ESG Quality Level 4 companies in a portfolio to be acceptable where we think the companies
can improve their standards within a reasonable time horizon and where we think our engagement may
even help to accelerate that process.
4. ESG Research and Information Sources
(a)

ESG criteria

Environmental, social and governance (ESG) criteria are based on the concepts of sustainable
development (see Brundtland Report – 1987) and CSR (Corporate Social Responsibility).
Comgest’s analysis of ESG factors applies to companies and focuses on the principal criteria grouped
together by pillar in the following table:
ENVIRONMENT
—
—
—
—
—

8

Air, water and ground
pollution
Greenhouse gases
emissions
Energy use and
efficiency
Raw materials
consumption
Transportation

SOCIAL

GOVERNANCE
8

—

Net social utility

—

Working conditions,
health & safety
Diversity programmes
Retention
Human rights
Relationships with
stakeholders (unions,
NGOs, communities,
etc.)

—
—
—
—

—
—
—
—
—

—
—

Culture and ethics
Shareholder rights
Audit and accounting
Corruption and bribery
Board and board
committee
characteristics
Board member
competence
Independence

Net Social Utility refers to a measure including both social benefits and social costs of an economic activity.
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ENVIRONMENT
—
—
—

Water and waste
management
Biodiversity and its
protection
Lifecycle impacts

SOCIAL
—
—
—
—

GOVERNANCE
Supply chain
management
Materials sourcing
Product safety and
quality
Customer relationships

—
—
—
—
—

Compensation
Risk management
Transparency
Regulatory capture
Tax compliance

In Comgest’s ESG research, priority is given to what we consider the most material ESG issues which are
likely to have an impact on companies. This focus on materiality allows us to monitor key issues and to
use the results of our research for valuation purposes as explained in section C.3, “Impact on valuation”.
Generally, we look for companies in which we invest to have anti-corruption, anti-fraud and, where
relevant, anti-money laundering policies.
(b)

Climate risks

Having a long-term investment horizon and caring about the impact of companies’ activities on our
planet, Comgest is committed to monitoring and managing climate risks carefully within its investment
processes. As part of this commitment, Comgest is a signatory to the Global Investor Statement on
Climate Change (see section E.1(b), “Participation in numerous international initiatives”).
Comgest uses methodologies from leading research providers such as Trucost and MSCI. Based on the
TCFD (Task force for Climate related Financial Disclosures) framework, Comgest assesses both the
transition risks and the physical risks for the majority of companies in its main investment strategies.
The climate risks assessment methodologies provide a forward-looking and return-based valuation
assessment under various scenarios, including climate policies.
Comgest also measures the carbon footprint of its public funds. Results of this foot-printing exercise
realised by Trucost, as of December 31st, 2019, show that Comgest’s public funds have carbon footprints
which are generally significantly lower than the carbon footprints of their respective comparative indices.
Trucost carbon footprint calculation methodology considers scopes: 1 (direct emissions) and 2 (indirect
emissions linked to energy consumption) alongside scope 3 (other indirect emissions) upstream. However,
we believe that it is difficult to obtain reliable scope 3 data. The carbon footprint gives a picture of the
portfolio's greenhouse gas contribution. By calculating carbon footprints, we can calculate:
—
—

Which companies emit most GHGs in absolute terms; and
Whether portfolio companies emit more or less GHGs than others in the same sector.

It also means we can identify which companies fail to provide data on GHG emissions. These companies
can then be prioritised for engagement. Data used to calculate the funds’ carbon footprints feed into a
Trucost estimate for each company. This analysis identifies which companies are contributing to
reducing greenhouse gas emissions, notably green energy producers.
With regards to physical risks, the following 7 types of extreme weather events are covered by MSCI
analysis:
—
—
—
—
—
—
—

Extreme Heat
Extreme Cold
Heavy Precipitation
Heavy Snowfall
Wind Gusts
Coastal Flooding
Tropical Cyclones

Using the past 40 years of observed weather patterns to set a historical baseline, MSCI model calculates
an expected cost for the company for the coming 15 years, considering physical risks and opportunities.
To determine the alignment of its portfolios with the 2°C target, Comgest uses the Warming Potential
metric developed by MSCI. This metric shows a portfolio's contribution to rising temperatures.
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(c)

Biodiversity risks

We acknowledge biodiversity is a critical element of our ecosystem and must be preserved. As investors,
we may invest in companies whose activities may have significant impact on biodiversity, such as
deforestation, intensive agricultural production, etc. Biodiversity and its protection is an ESG factor that
is part of our assessment when we invest in a company which has an activity deemed to affect
biodiversity. In this situation we assess the degree of the impact on biodiversity, the measures that are
taken by the company to mitigate this impact (preservation, restoration, education of suppliers,
procurement guidelines, etc), and the targets (and timeline) the company has set to reduce the adverse
impact.
We commit to integrate biodiversity risks and impacts into our ESG analysis, and therefore in our
investment process. When assessing biodiversity impacts, we refer to the 5 drivers of biodiversity and
ecosystem change from IPBES (Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem
Services), i.e. land-use change, climate change, pollution, natural resource use and exploitation, and
invasive species.
(d)

ESG information sources

To gather ESG information, Comgest uses its own research, the services of independent external service
providers and information released by the companies themselves.
Comgest’s ESG research is conducted internally by the dedicated ESG analysts and the company analysts
who draw on external extra-financial information sources, such as companies’ CSR reports, information
and alerts by specialist providers, contacts with companies and their stakeholders, NGO and media
reports, and other sources.
ESG data providers have been selected by Comgest based on ESG information quality and geographical
coverage criteria. The following providers are currently used:
—
—
—
—
—
—
—

MSCI ESG Research: general ESG data, climate scenarios modelling, physical risks analysis
Sustainalytics: information on controversial weapons and sustainable products
Bloomberg: ESG data and carbon data
BoardEx: governance information
RepRisk: controversies and reputational risks
Trucost: carbon and environmental data
ISS-ESG: ESG information

Other sources of information are also used, such as companies’ answers to the Carbon Disclosure Project
(CDP) questionnaires (climate change and water), brokers’ reports, NGO reports and academic research.
ESG analysis also looks at compliance with the principal international environmental and social
standards, which can notably be found in the ten principles of the Global Compact, but also in the
conventions of the International Labour Organisation (ILO) or the OECD’s Guidelines. Potential breaches
of the ten principles of the Global Compact by the investee companies are monitored daily.
(e)

Internal circulation of ESG information

The ESG assessments, together with all the ESG research, are stored on the Comgest research platform
and are used for discussion at research meetings. They are at the disposal of all analysts and portfolio
managers in a similar manner to traditional financial analysis reports.
Annually, a full ESG review of portfolios in the six main investment strategies (Global Emerging Markets,
Global, Europe, Asia Pacific Ex Japan, Japan and US) is prepared by the ESG Team and is presented to the
regional investment teams.
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5. Exclusions
Comgest’s investment selection process makes it unlikely that companies with substantial ESG risks will
satisfy the required standards of quality, visibility and sustainability that we seek in quality growth
companies. As a result, companies with substantial ESG risks tend to be naturally filtered out during our
investment selection.
In addition, however, Comgest applies targeted exclusion policies for certain activities where ESG risks
tend to be more significant. Comgest implements these general exclusions in its managed portfolios
except where otherwise requested by the clients or where implementation is prohibited by applicable
laws.
Comgest also recognises the right of clients with whom we have a dedicated mandate to exclude
investments in which they would refuse to be involved. In this regard, Comgest is willing to consider
additional solutions for clients with dedicated mandates.
(a)

Controversial weapons policy

Following its commitment to responsible investment and the integration of ESG factors, Comgest has
adopted a group-wide policy on controversial weapons to avoid investment in companies involved in antipersonnel mines, cluster bombs, biological/chemical weapons, depleted uranium, and nuclear weapons.
I. Definition of criteria relating to anti-personnel mines and cluster munitions
Comgest does not financially support companies involved in the development, manufacture,
maintenance or trade of anti-personnel mines and cluster munitions.
The standards applied to define these weapons are based on criteria agreed upon in the following
conventions:
—
—

Convention on the Prohibition of the Use, Stockpiling, Production and Transfer of Anti-Personnel
Mines and on their Destruction (1997)
Convention on Cluster Munitions (30 May 2008)

Comgest applies the following criteria to define a company’s degree of involvement:
1)
2)

3)

The company is involved in the development, manufacture, maintenance or trade of a product
that is considered an anti-personnel mine or cluster munitions.
The company is involved in the development, manufacture, maintenance or trade of a key and
dedicated component or service for a product that is considered an anti-personnel mine or
cluster munitions.
The company holds a stake (>20%) in a company or is owned (>20%) by a company that is
involved in controversial weapons as set out in 1 or 2 above.

The choice of these criteria is derived from best practice in the responsible investment industry.
II. Definition of criteria relating to biological/chemical weapons, depleted uranium, and
nuclear weapons
Comgest does not financially support companies involved in biological/chemical weapons, depleted
uranium, and nuclear weapons.
The standards applied to define these weapons are based on the following conventions:
—
—
—

Convention on the Prohibition of the Development, Production and Stockpiling of Bacteriological
(Biological) and Toxin Weapons and on their Destruction (26 March 1975)
Convention on the Prohibition of the Development, Production, Stockpiling and Use of Chemical
Weapons and on their Destruction (29 April 1997)
Treaty on the Non-Proliferation of Nuclear Weapons (1970)

Regarding biological/chemical weapons and depleted uranium, Comgest applies a 0% revenue threshold.
In addition, when the company holds a stake (>20%) in a company or is owned (>50%) by a company that
is involved in biological/chemical weapons, depleted uranium, and nuclear weapons, the company is
excluded.
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Regarding nuclear weapons, Comgest applies a 0% revenue threshold for companies which manufacture,
distribute or sell nuclear weapons (nuclear missiles and/or nuclear warheads) or tailor-made components
of nuclear weapons, including nuclear fissile materials and nuclear (support) systems and services
III. Definition of criteria relating to white phosphorus, non-detectable fragments and
blinding lasers
Comgest does not financially support companies involved in white phosphorus, non-detectable
fragments and blinding lasers.
The standards applied to define these weapons are based on the Convention on Certain Conventional
Weapons (1980, amended 2001):
—
—
—

White phosphorus: Convention on Certain Conventional Weapons – Protocol III
Non-detectable fragments: Convention on Certain Conventional Weapons – Protocol I
Blinding lasers: Convention on Certain Conventional Weapons – Protocol IV

Comgest applies a 0% revenue threshold on white phosphorus, non-detectable fragments and blinding
lasers.
IV. Implementation of the controversial weapons policy
After applying the criteria set out in the points above, Comgest draws up a list of companies involved in
anti-personnel mines, cluster munitions, biological/chemical weapons, depleted uranium, and nuclear
weapons. This list is updated on a quarterly basis.
(b)

Conventional weapons policy

Comgest’s conventional weapons exclusion policy seeks to avoid investment in companies that are
producers and/or distributors of conventional weapons. Given the difficulty to classify some activities
into what is harmful or not and due to the opacity of companies on the topic, a threshold of 10% or more
of revenue linked to production and/or distribution of conventional weapons is used to decide which
companies should be excluded.
In order to identify companies that manufacture conventional weapons and weapons systems, Comgest
defines a conventional weapon as “a weapon of warfare which is not nuclear, chemical, or biological in
nature”.
Conventional weapons include but are not limited to:
—
—
—
—
—
—
—

Conventional projectile-firing weapons, such as firearms, machine guns, rifles, shotguns,
grenade launchers, and other similar weapons used by the military;
Tactical, short, and long-range missiles, warheads, missile and rocket launchers;
Ammunition, grenades, explosive ordnance, mortars;
Bombers, fighters, combat helicopters, and attack aircraft;
Warships, battleships, submarines, battle cruisers, corvettes, landing craft, destroyers, frigates,
mine hunters, minesweepers, flotillas, and river craft;
Armoured land vehicles such as tactical and assault tanks, main battle tanks, infantry fighting
vehicles, howitzers, and torpedoes; and
UAVs, drones, unmanned ground vehicles, unmanned underwater or surface vehicles, and other
robotics used by the military for striking at enemy targets or locations (armed).

Comgest draws up a list of companies involved in the production and/or distribution of conventional
weapons systems, components, and support systems and services. This list is updated on a quarterly
basis.
(c)

Tobacco policy

Comgest’s tobacco exclusion policy seeks to avoid investment in companies that are direct
manufacturers and/or distributors of any traditional tobacco products as well as related products (ecigarettes and next generation tobacco/nicotine products) and supporting services (filters, smoking halls,
etc.). Comgest considers direct manufacturers and/or distributors of any traditional tobacco products as
well as related products (e-cigarettes and next generation tobacco/nicotine products) and supporting
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services (filters, smoking halls, etc.) to be companies which generate greater than 5% of their revenues
from this activity.
After applying the criteria set out above, Comgest draws up a list of companies involved in direct
manufacturing and/or distribution of tobacco. The list is updated on a quarterly basis.
(d)

Coal Exit Policy

As detailed in section 1(c) “Sustainability Risks” of this policy, companies involved in energy and mining
industries are usually absent from or significantly underweight in our portfolios. Furthermore, Comgest
considers that investments in companies most exposed to thermal coal related activities should be
avoided.
—

Mining

Comgest excludes all companies operating thermal coal mines, applying a 0% revenue threshold.
—

Electricity production

Comgest excludes companies involved in electricity production with an energy mix exposed to coal
exceeding the following relative or absolute thresholds:
o
o

utilities with electricity production or revenue based on coal equal to or exceeding 20%
utilities with installed capacity based on coal equal to or exceeding 5 GW

Additionally, Comgest excludes companies developing new coal-fired power plants.
—

Threshold management and data sources

The thresholds defined above will be progressively lowered to reach a coal phase-out by 2030 for
Developed Markets and 2040 for Emerging Markets. To implement its coal exit policy, Comgest uses MSCI
data and Urgewald’s Global Coal Exit List (GCEL). Based on data obtained from these providers, Comgest
draws up a list of companies to exclude. The list of companies excluded by this coal exit policy is updated
once a year for data extracted from the GCEL and quarterly for data extracted from MSCI.
Comgest recognises the importance of accompanying companies as they transition away from coal to
ultimately drive down global emissions and contribute to achieving the Paris Agreement goals. As a result,
it may decide to exempt certain companies from the exclusion list if they make credible commitments
to reduce the percentage of their revenue derived from thermal coal within a set timeframe.
Consideration for exemption from the policy will be submitted for approval to the Sustainability
Committee who will assess both quantitative and qualitative criteria (e.g., the company’s climate strategy
and their coal exit plan as well as their compatibility with the recommendations of the IPCC
(Intergovernmental Group of Experts on Climate Change) to limit global warming to 1.5°C and the degree
of prioritisation given to a lower-carbon business model by management, etc.) before approving the
exemption.
(e)

Severe violations of the UN Global Compact

Companies of all sectors and in all countries can profoundly impact the human rights of employees,
consumers, and communities. These impacts may be positive, such as increasing access to employment
or improving public services, or negative, such as polluting the environment, underpaying workers, or
evicting communities. The responsibility of companies and their shareholders in managing these adverse
impacts have been a recurrent theme of debate.
Comgest uses the UN Global Compact to identify and assess the Responsible conduct of businesses and
potential human rights violations. The 10 principles of the UN Global Compact cover human rights,
labour rights, the environment and corruption. They provide a good framework for companies to commit
to and for investors to measure progresses.
To help implement its policy, Comgest uses data provided by MSCI ESG Research. Using its ESG
Controversy services in combination with its Global Norm methodology, MSCI ESG Research assesses the
track-record of companies, and their potential breach of the UN Global Compact and violations of human
rights in general, by reviewing a wide variety of news.
Comgest identifies companies involved in severe violations of the UN Global Compact. As a first response,
Comgest may engage with these companies to discuss improvements and actions they have taken or will
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take to address the violations. If severe violations of the UN Global Compact persist without prospect for
improvement, Comgest will add the companies to an exclusion list updated on a quarterly basis.
(f)

ESG Review of the Market

For Comgest’s public funds classified as Article 8 under the SFDR, Comgest undertakes an ESG review of
the market to identify companies that have an ESG score in the top 80% of scores assigned to companies
reviewed by Comgest using its proprietary ESG scoring tool.
Definition of the investable market:
For the purposes of the ESG review, the market is defined as the constituents of the comparative index
for the fund (or a different appropriate index where specified in the fund documentation), with the
addition of companies not listed in the relevant index and which Comgest has identified as potentially
eligible for investment by the fund.
Identification of 80% top ESG performers within the investable market:
An internal assessment of the risk of companies impacting environmental (climate change, natural
capital, pollution and waste), social (human capital, product liability) and governance (transparency risk
and systemic risk) factors is carried out for all industry sectors/sub-sectors. Where the result of this
internal sector/sub-sector assessment considers a company has a high or medium risk of impacting the
relevant E, S and G factors, a negative adjustment is applied to the external E, S or G ratings for the
company. The results of the internal assessment are also used to determine the relative weight attributed
to the E, S and G scores when aggregating the three to produce the overall ESG score, with a high or
medium risk of impacting the relevant E, S or G factors being weighted more heavily.
For example, Comgest’s internal assessment for the mining industry considers that companies operating
in that sector present a high risk of impacting the E factors of climate change and pollution. Therefore,
the external E rating for companies in this sector would be negatively adjusted and those E scores would
carry a greater weight than mining companies' S or G scores (assuming their risk of impact on relevant S
and G scores is rated low or neutral) when aggregating the E, S and G scores to produce an overall ESG
score.
Where external ESG ratings are not available or where Comgest believes that the external data is
incomplete or not reliable, a company may be assessed using the Investment Manager’s proprietary
methodology which will assign a quality level to the company taking into account the Investment
Manager’s research and analysis of material E, S and G factors, risks and opportunities. Where a
company is assessed with a quality level between 1 to 4, it will qualify to be included in the top
80%. Where no external rating or internal assessment is available, the company is not included in the
80-20 review or, by consequence, in the investable market.
The bottom 20% of companies are then included on an exclusion list which is updated on a quarterly
basis and are no longer eligible for investment by the fund. The ESG review will apply to at least 90% of
the Fund’s investee companies. The ESG review process may also be applied to dedicated mandates where
requested.
(g)

Plus funds

For clients seeking additional exclusions through a collective investment vehicle, Comgest’s “Plus” funds
apply additional ESG screening criteria to avoid notably investment in fossil fuel related companies, i.e.
companies with proved or probable, oil, gas or thermal coal reserves, companies involved in fossil fuel
extraction, and companies involved in fossil fuel-based power generation.
Plus funds may also look to comply with certain industry ESG or sustainability labels which may result
in additional exclusions, for example, revenue, production and install capacity thresholds for nuclear
energy and lower revenue thresholds for nuclear and conventional weapons.
Comgest has designed specific exclusion policies that apply to these funds. These policies extend and
complement the exclusion policies set out herein. For more information, please refer to the separate
document entitled “Comgest Plus Funds Exclusion Policies” available on our website.
Any companies identified through the screening process are added to an exclusion list applicable to these
funds.
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(h)

Controversial jurisdictions
—

High-risk jurisdictions

Comgest doesn’t carry out any investment in high-risk jurisdictions subject to a Call for Action as defined
by the Financial Action Task Force (FATF). The most recent list of high-risk jurisdictions can be found on
the FATF website.
—

Sanctions regime

Comgest complies with the United Nations (UN) Sanctions and follows any mandatory investment
restrictions deriving from these sanctions. The most recent sanctions list can be found on the UN website.
It also complies with applicable EU or US sanctions to which it is subject and follows any mandatory
investment restrictions deriving therefrom.
To ensure compliance, Comgest monitors applicable sanctions lists and screens equity issuers prior to
the security’s inclusion into the Comgest investment universe and on an ongoing basis.
—

Insufficient scoring on the Freedom House Index

For certain of Comgest’s public funds, including any funds classified as Article 8 (or Light Green funds)
under the SFDR, sovereign issuers classified as “not free” according to the Freedom House Index will be
excluded.
(i)

Managing Exclusions

Companies on the exclusion lists are blocked by our trading system and, therefore, cannot be purchased.
If a company in which Comgest is already invested is added to an applicable exclusion list, further
purchases will be blocked and the existing position will be sold out of diligently in the best interest of our
clients.
To help implement its exclusion policies, Comgest primarily uses data provided by MSCI ESG Research,
Sustainalytics and Urgewald’s Global Coal Exit List. Comgest may supplement this with data from other
external providers and with its own research on the companies and their activities, for example, where
Comgest finds that data used by the external service provider is not up to date or where Comgest through
its in-depth and qualitative research does not agree with the assessment provided by the external data
provider and supplements external data with its internal ESG rating methodology. Any exemptions are
reviewed on a semi-annual basis by the Sustainability Committee.
Revenue thresholds are assessed using the last-year percentage of revenues or maximum estimated
percentage a company has derived from the activities excluded.
6. ESG labels
We believe that it is in the best interest of a client to be offered a level of assurance as to the nature and
quality of a fund with an ESG focus. Greater transparency on funds with an ESG focus and a clearer
understanding of the ESG factors taken into account is necessary to empower clients in their investment
decisions and to mitigate the risk of greenwashing. Therefore, Comgest supports European efforts to
establish certain standards through ESG labels.
An ESG label can, up to a certain extent, help eliminate the gap between what a fund with an ESG focus
claims to be and the client’s expectation of what that should mean. To obtain an ESG label for their funds,
asset managers are first required to explain in a clear and understandable manner how ESG-related
concepts factor into their investment process. Second, the label provider performs an objective review
and assessment of the ESG process and of the level of ESG integration applied by the funds and their asset
managers. This review helps to confirm whether the processes described for achieving responsible
investing are followed.
We believe that an ESG label should help clarify what a client can expect from the sustainability-related
component of the product they are buying. It should not, however, lead to a “one size fits all” approach
to a definition of “sustainable” which could constrain choice. It will not, by any means, be able to capture
all ways in which sustainability or ESG is incorporated into a particular investment strategy or product.
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The below table provides an overview of the ESG labels that some of our funds have received:
LABELS

COMGEST FUNDS COVERED

Towards Sustainability (Febelfin)

3 public funds (Plus funds)

FNG

3 public funds (Plus funds)

LuxFLAG ESG

13 public funds

D.

ENGAGE

Comgest is a bottom-up stock-picker and the basis of our research includes meeting companies directly.
For us it is quite natural to engage with companies regarding ESG issues. As an active shareholder and a
promoter of RI practices, Comgest engages with companies in several ways. First, as a responsible
investor, Comgest exercises its voting rights at general meetings. Secondly, Comgest establishes a
constructive dialogue with investee companies to collect more information to refine its investment
analysis and where it is deemed useful it also challenges companies on specific ESG issues seeking an
improvement of ESG disclosure, risk mitigation, etc.
1. Voting policy
Comgest has designed its Voting Policy based on its own beliefs as well as commonly accepted best
practices. For more information including conflict of interest management, please refer to the separate
document entitled “Comgest Group Voting and Engagement Policy” available on our website.
(a)

Proxy voting

As an active investor and a member of the PRI, Comgest’s objective is to vote systematically at all
shareholder meetings held by all companies when this is technically possible.
To help it achieve this objective, Comgest has chosen Institutional Shareholder Services (ISS) as a proxy
voting service provider.
(b)

Voting principles

Comgest’s portfolios are invested across the world, both in developed and emerging markets. Given the
heterogeneous nature of these markets, their business practices, legislations and degrees of maturity, it
is extremely difficult to draw up a single typology of voting principles. Each shareholder meeting
resolution must be analysed on a case-by-case basis.
As a responsible investor, Comgest has naturally chosen to vote in accordance with responsible
investment principles. To aid them in their decision-taking, Comgest’s analysts and portfolio managers
receive specific voting recommendations prepared by ISS’ specialist analysts (Social Advisory Services)
based on voting rules defined by Comgest for each region of investment.
Justification is documented for any votes that are not in line with recommendations based on our voting
policy. Given the fact that no voting policy can apply ex-ante to all cases, we consider that having at least
a small percentage of deviation from recommendations based on one’s voting policy demonstrates that
decision makers think and vote responsibly.
2. Engagement policy
Comgest has designed an Engagement Policy based on its own beliefs as well as commonly accepted best
practices. For more information, please refer to the separate document entitled “Comgest Group Voting
and Engagement Policy” available on our website.
As mentioned above (see section C.2, “ESG Integration”) Comgest has a Best-Effort approach based on
company engagement. Comgest typically engages with companies with lower ESG quality where we think
a positive change is likely to occur, i.e. when the targeted company is ready to hear our message
encouraging it to make improvements on material ESG issues. In this case, we are not against investing
in companies with a lower ESG Quality Level (i.e. ESG Quality Level 3 and 4) because we think they
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potentially have the capacity to improve in a reasonable time horizon and this could be financially
rewarding.
We also engage with companies ahead of the general meetings to discuss and sometimes even influence
the content of the resolutions proposed on the agenda, to make sure it is aligned with the interests of
minority shareholders and compliant with our governance principles (see section B.3., “Governance
principles and core values”).
(a)

Individual engagement

We look to engage with companies where we have identified material ESG risks that can be mitigated
and/or ESG opportunities that can be developed.
Examples of individual engagement:
—
—
—
—
—
—

Remuneration
Disclosure
Board structure
Labour management
Environmental impact
Consistency between Sustainability / CSR strategy and Business strategy

We may also engage with companies to congratulate and give positive feedback on their ESG performance
and to encourage them to continue.
(b)

Thematic engagement

Sometimes Comgest may decide to engage with multiple companies held in the same portfolio on a
specific ESG issue that can be material to a large part of the portfolio.
Example of thematic engagement:
—
—
—

Water risk on 7 companies of our Global Emerging Markets portfolio
ESG disclosure on Chinese A-shares
Promoting the adoption of integrated reporting

(c)

Collaborative engagement

Comgest also regularly joins other investors to take part in collaborative engagement initiatives. The
purpose of collaborative engagement is really to influence companies and encourage them to make
improvements in specific ESG areas. The fact that several investors (asset managers and/or asset owners)
accounting for large combined assets under management act together puts a lot of pressure on targeted
companies.
Usually Comgest joins collaborative engagement initiatives through the PRI Collaboration platform, most
of the time as a supporting investor and sometimes as a leading investor. The PRI Collaboration platform
is a dedicated engagement platform where investors can propose engagement actions on a specific ESG
theme with one or several companies. Then other investors can join the engagement initiative depending
on their particular interest in the theme or in the targeted companies.
Comgest may also join other collaborative engagement initiatives out of the framework of the PRI, such
as the CDP Non-Disclosure Campaign.
Examples of collaborative engagement:
—
—
—
—
—
—

Anti-corruption
Supply chain in the textile industry
Supply chain in the electronics industry
Director’s nomination process
Water consumption disclosure at several food & beverage companies
Labour practices in the agricultural supply chain

21 / Comgest Group Responsible Investment Policy

comgest.com

E.

PROMOTE

In line with our corporate purpose and our commitment to the PRI, we seek to spread a responsible and
long-term mindset throughout the financial industry, both internally and externally (our peers,
stockbrokers, asset owners, consultants, etc.), and listed companies. To ensure consistency and
credibility, we strive to say what we do and to do what we say.
In addition, our independence, our size (AUM) and the percentage of stock ownership of our portfolios in
some companies enable us to voice our opinions and principles.
1. Participation in international and local Responsible Investment initiatives
(a)

Adhesion to the Principles for Responsible Investment (PRI)

In 2010, Comgest made an official commitment to responsible investment by becoming a signatory to the
Principles for Responsible Investment (PRI), a voluntary international initiative launched in 2006. Today,
more than 1,600 asset management companies and institutional investors across the world have become
signatories to the PRI. They roughly account for more than 50% of total assets worldwide.
Adhering to the PRI involves the gradual application of six principles:
1)
2)
3)
4)
5)
6)

We will incorporate ESG issues into investment analysis and decision-making processes.
We will be active owners and incorporate ESG issues into our ownership policies and practices.
We will seek appropriate disclosure on ESG issues by the entities in which we invest.
We will promote acceptance and implementation of the Principles within the investment
industry.
We will work together to enhance our effectiveness in implementing the Principles.
We will each report on our activities and progress towards implementing the Principles.

Every year Comgest completes the reporting and assessment questionnaire of the PRI to measure its
progress against the 6 Principles. The result of this assessment can be found on Comgest’s website.
(b)

Participation in numerous international initiatives

With a view to applying Principles 3 and 4 of the PRI, Comgest supports several international initiatives
that aim to promote positive developments for the financial sector and for society as a whole. Comgest
participates in international efforts to foster an improvement in companies’ behaviour (business ethics,
good governance, respect for the environment, respect for human rights and labour rights, etc.) and to
increase transparency.
Comgest has carefully chosen the following initiatives whose topics are important to us and where we
believe we can add value to the debates and efficiently promote responsible investment practices.
Comgest is currently a member of:
—
—
—

International Corporate Governance Network (ICGN): Raise standards of corporate governance
worldwide
AFG 9 Responsible Investment Plenary: Contribute to the development of responsible investing
within the French asset management industry
Corporate Governance Committee of the AFG: Contribute to the development of the Corporate
Governance Code for the French asset management industry

Comgest also supports the following initiatives:
—
—
—
—

9

Carbon Disclosure Project (CDP): CDP Climate Change, CDP Water Security and CDP Forest
International Integrated Reporting Council (IIRC)
Farm Animal Investment Risk and Return (FAIRR): Global network of investors addressing ESG
issues in animal protein supply chains
Access to Medicine Foundation: independent non-profit organisation that analyses how the
world's largest pharmaceutical companies address access to medicine

AFG is the French asset management industry association.

22 / Comgest Group Responsible Investment Policy

comgest.com

Regarding our commitment to manage climate risks, Comgest signed up to the Climate Action 100+
initiative, Net Zero Asset Manager Initiative and also supports the Task Force on Climate-related
Financial Disclosures (TCFD) recommendations.
In June 2016 Comgest signed the Fiduciary Duty in the 21st Century statement to acknowledge that ESG
issues can affect the performance of investment portfolios and broader economic functioning.
(c)

Stewardship and transparency codes
Japan Stewardship Code

Comgest (through Comgest S.A. and Comgest Asset Management Japan Ltd) is a signatory to the Japan
Stewardship Code. It supports the eight principles of the code published by the Japanese Financial
Services Agency in February 2014, revised in 2017 and 2020. The purpose of this code is to promote
sustainable growth of companies through investment and dialogue (read on Comgest’s website).
U.K. Stewardship Code
Comgest is a signatory to the UK Stewardship Code 2020 (published by the Financial Reporting Council),
which groups together twelve principles and recommendations aiming to make institutional investors
active shareholders in governance, acting in the interests of their clients. Comgest’s UK Stewardship
Report is found on our website.
U.S. Stewardship Code
In February 2017, Comgest endorsed the US Stewardship Code to demonstrate its support for the
Stewardship Principles for Institutional Investors which promotes long-term value creation.
European Transparency Code
Several Comgest funds are signatories to the European Transparency Code. The reports are available on
our website.
2. Sustainability reporting
At Comgest, we consider that it is part of our responsibility to show what we do and to measure the
impact of our endeavours as factually as possible on all three pillars of ESG. We hope that it can help our
clients demonstrate how they fulfil their own responsibilities to their beneficiaries.
(a)

Quarterly Responsible Investment reports

The ESG team produces a quarterly Responsible Investment report which includes the following:
—
—
—
—
—
—

Voting activity
Latest ESG analyses on investee companies
Participation in RI events
Participation in collaborative engagement initiatives
Individual and thematic engagement on ESG issues
View of analysts on ESG alerts / controversies regarding investee companies

This report is available upon request for our clients.
(b)

Annual Responsible Investment Report

Comgest publishes Annual Responsible Investment Reports 10 on select Comgest funds which are partially
based on data used in the annual regulatory reports that Comgest publishes for its France-domiciled
funds exceeding 500 million euros, as required under France’s Law on Energy and Climate Law, adopted
in November 2019, also known as “Article 29”. Comgest reports for three of its France-domiciled funds
and its Comgest S.A. entity regarding the integration of ESG factors and climate change-related risks (both

Comgest previously published “ESG-Climate Impact Reports” on select Comgest strategies that emulated the ESG reporting
requirements set out under the Article 173 of France’s Law on Energy and Transition for Green Growth. This French law was
superceded in 2021 by Article 29 of the Law on Energy and Climate.
10
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considered as “transition risks” and “physical risks”). Following the TCFD recommendations, the Article
29 report includes information on Comgest’s contribution and alignment with the low carbon transition.
The Article 29 reports are available in French on the Comgest France website in the ESG Library (see
“Reportings”).
Comgest generally uses the following indicators to measure the environmental and social impacts of its
portfolios:
—
—
—
—

Carbon footprint versus the comparative index;
Environmental footprint versus the comparative index;
Assessment of physical risks; and
Effective tax rate versus statutory tax rate.
(c)

Annual voting and engagement report

Comgest publishes an Annual Voting and Engagement Report providing statistics on:
−

Votes cast on our behalf and those of our clients who have delegated the exercise of their
voting rights to us

−

Engagement activities conducted on an individual or collaborative basis
(d)

Tailored reporting

Comgest is committed to adapting responsible investment reporting to clients’ specific requirements.
Upon request and subject to certain conditions, we can customise portfolio reporting with information
such as:
—
—
—
—
—

F.

ESG performance of investment portfolio vs. comparative index
Environmental and carbon footprints of investment portfolio vs. comparative index
Social footprint of investment portfolio (job creation)
Voting statistics and rationale
Engagement activities

ORGANISATION
1. Definition and implementation of the Responsible Investment strategy

The RI strategy, as set out in this policy, is defined by Comgest Group’s Executive Committee in
collaboration with the Sustainability Committee and is reviewed once a year. It is then implemented by
the regional investment teams with ESG analysts as coordinators and stewards of the ESG integration
process, under the supervision of the Comgest Group’s Chief Investment Officer (“CIO”) and the
Investment Committee.
Voting officers are in charge of the execution of the voting decisions upon recommendations of the
analysts and portfolio managers who follow investee companies.
2. ESG team
Comgest’s ESG team comprises 6 ESG Analysts/Portfolio Managers, supported by 3 ESG Specialists. The
ESG Analysts/Portfolio Managers directly report to Comgest’s Chief Investment Officer (CIO). As members
of the investment team, they work in collaboration with company analysts and portfolio managers. The
ESG analysts support regional investment teams (Global Emerging Markets, Europe, U.S., Japan, Asia exJapan, India) as well as the Global team. The company analysts, based on their in-depth knowledge of the
companies in question, represent a major source of information for the ESG analysts.
The ESG Analysts may also serve as portfolio managers on certain funds, including the Comgest Plus
funds.
3. Incentives
All members of the investment team are encouraged through their objectives and annual performance
evaluation to properly implement the RI strategy and systematically take ESG factors into account in
their investment analyses and decision-making processes.
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4. Partnership
Comgest is proud to remain an independent company and is 100% owned by its employees and founders.
Our ambition is to retain this structure in the long term. We believe this aligns our actions with our clients’
interests from the very outset and we can motivate a talented and committed team.
Employees are typically given the opportunity to become shareholders after two years with the firm. The
decision to allocate equity is based on an individual’s sustained performance, seniority and overall
contribution. The equity of the firm is not restricted to senior managers, rather it is held by a very broad
employee base covering both the investment and operational teams. This fosters a strong team spirit and
a sense of shared responsibility which we believe is highly valuable to the longevity of the Comgest
culture.
—
—

Approx. 75% of Comgest’s employees are currently shareholders;
100% of investment team members, who have been employees of Comgest for more than two
years, hold shares.

Our entities around the globe are unified via a group holding structure. Over 30 nationalities are
represented within the Comgest group.
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APPENDIX I
GOOD GOVERNANCE POLICY FOR SFDR ARTICLE 8 PORTFOLIOS
This policy sets out additional information regarding the assessment of good governance for investee
companies within Comgest’s portfolios categorised as promoting environmental or social characteristics
under Article 8 of the SFDR.
We believe that good governance is critical to the efficient and effective operation of any company. In
accordance with the SFDR, all investee companies in these portfolios must follow several key good
governance principles listed in the sections below. Therefore, Comgest’s investment process
systematically considers these good governance principles for all stocks in these portfolios.
This policy forms part of our overall approach to Responsible Investment.

1.

Comgest governance principles

As set out in Comgest’s Responsible Investment Policy, Comgest looks for and encourages all the
companies it invests in to apply the following four principles in their governance systems:
—

—

—

—

Long-term performance orientation: companies should think big and plan long. Boards of
directors, management and employees should be responsible for ensuring continuous
improvement through all levels of the organization. Innovation and initiative should be part of
the corporate culture. We believe a long-term performance orientation leads to better personal,
team and financial performance and encourages employees to ‘go the extra mile’ for customers
and shareholders.
Accountability and transparency: executive and non-executive directors need to take full
ownership of their duties and responsibilities, share information in a sufficiently open and timely
manner, be able to answer questions and explain decisions, uphold trust and confidence and be
fully accountable for the consequences of their actions.
Honesty and integrity: compromising honesty and integrity can be disastrous for a company’s
image, brand, morale and performance. Qualities, attributes and competencies that nurture and
embrace honesty and integrity are vital to keeping a company whole, internally and externally.
Companies should be vigilant, reliable and constantly seek to earn the trust of employees,
customers and shareholders.
Shared purpose and engagement: both executive and non-executive directors should align their
own interests with what is best for the company. Managers should lead by example with respect
to all of the company’s stakeholders and successfully engage with them via their vision,
leadership and capacity to inspire trust. Similarly, each employee should understand how his or
her role contributes to the successful realization of the company’s business purpose.
Fundamentally, a company is a team and it takes a strong team of highly motivated people to
achieve outstanding and sustainable long-term performance.

Comgest aims to encourage and reinforce the inherent values contained within these four principles. In
making its investment decisions, it looks for companies that are led by executive directors and guided by
non-executive directors who embody, demonstrate and perpetuate these values.

2.

Governance indicators applied by Comgest

We further assess the governance indicators listed below that we consider most important and likely to
impact companies:
Sound management structures
In order to assess the management structure of an investee company, Comgest evaluates among other
factors the investee company’s board size, board structure, board independence, board gender diversity,
board committees, board skill sets and any executive misconduct.
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Tax compliance
In our view the effective tax rate of a company is a good proxy (when it is compared with the statutory
tax rate) to gauge the contribution of the company to society. Indeed, when companies pay their fair
share to society (i.e., when they do not adopt irresponsible aggressive tax optimization strategies), they
positively contribute to the financing of pensions and health insurance systems, to public transportation
infrastructure, etc. This responsible behaviour allows companies to sustainably keep their social license
to operate. This is why, with regards to tax information, we expect transparency from companies to allow
us to form our own view of their tax strategy. Notably we think country-by-country reporting is a bestpractice and we expect companies to report on tax-related risks.
To ensure our investee companies comply with their tax obligations, we assess the difference between
their effective tax rate and the weighted average of statutory rates or ‘tax gap’. We assess our investee
companies’ disclosure on how they address tax-related risks, including information on overarching
policies and governance of the issue. We also take into consideration publicly reported cases of
inappropriate tax practices within our portfolio companies.
Employee relations
We believe that investing in companies which show best practice when it comes to human capital will
better manage downside risks while the best performers in this area will enjoy an improved risk/return
performance. In assessing employee relations, we look at the company’s performance in the following
areas:
—

—

—

Human rights and labour rights: Companies have the responsibility to respect the freedoms and
rights of humans as enshrined in the Universal Declaration of Human Rights, the Guiding
Principles on Business and Human Rights and the core standards of the International Labour
Organization (ILO). Comgest expects and encourages companies to disclose an explicit policy to
observe human rights for their own operations as well as for their supply chains, particularly if
they are in a country or sector with higher exposure to these risks. Child and forced labour are
unacceptable and employees have a right to reasonable working hours and fair wages without
any gender distinction. All companies should strive for diversity and inclusion within their
workforce and management teams. Comgest believes that everyone is entitled to equal
opportunities, the freedom of association and the protection against any form of discrimination.
Human capital: The company’s focus on attracting, developing and retaining talent directly
through employees, or indirectly through suppliers and the contribution of talent management
to the success of businesses.
Employee health and safety: Good employment conditions and the promotion of employee
satisfaction is important to promote a safe and healthy workplace. Companies should actively
monitor health and safety through management systems, within their own operations and their
supply chains. Companies are also expected to provide a robust whistleblowing mechanism
which allows employees and third parties to report on violations of workplace rules on health,
safety, employee welfare or corruption.

We take these different factors into account both in regard to the companies’ current position on these
points as well as how they have been progressing to achieve these if not already in place.
Comgest uses the UN Global Compact to identify and assess the Responsible conduct of businesses and
potential human rights violations. The 10 principles of the UN Global Compact as well as the OECD’s
Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights
provide a good framework for companies to commit to and for investors to measure a company’s progress.
Comgest also uses data provided by MSCI ESG Research on human rights, labour rights and human
capital scores to assess our investee companies.
Remuneration of staff
Remuneration structures of investee companies should reinforce, and not undermine, sustained value
creation. We expect companies to compensate their employees in a manner that is satisfying and
reflective of their true contribution to their collective success. The issues around talent attraction and
retention, as well as human dignity and paying a fair wage, are critical to the health and development of
companies and their employees.
Performance-based remuneration for management should incorporate risk, including measuring riskadjusted returns, to help ensure that no inappropriate or unintended risks are being incentivised.
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In the majority of cases, Comgest believes that a company should design and implement a simple and
coherent remuneration structure for all levels of management within the organization via collaboration
between the remuneration committee and the company’s human resources department.
Comgest takes into account multiple factors when evaluating a company's executive and employee
remuneration including consideration of company practices in relation to equity-linked instrument plans,
performance shares and the use of free/discounted shares as incentives for employees. Further details
on Comgest’s policies in relation to investee company remuneration and compensation are set out in our
Voting and Engagement Policy.

3.

What internal or external resources are used to assess our investee companies?

To gather information on investee companies’ good governance practices, Comgest principally uses its
own research, the services of independent external service providers (including MSCI ESG Research and
RepRisk) and information released by the companies themselves.
Other information sources used by Comgest’s analysts may include: brokers’ reports, NGO reports and
academic research.

4.

How does Comgest perform its assessment?

Using the above-mentioned governance indicators, its own research and data obtained from external
data providers, Comgest’s analysts form their opinion as to each company's good governance practices.
When performing their assessment, they take into account a variety of factors such as the investee
company’s country of origin, applicable local laws and practices as well as any commitments taken by
the investee company to improve any shortcomings.
A governance assessment is performed for all investee companies which need to have positive
governance aspects with limited need for improvements.
In addition, the ESG analysts also monitor and evaluate the number of controversies and their severity
regarding the above-mentioned governance indicators as well as proven breaches to the 10 principles of
the UN Global Compact.

5.

How does Comgest ensure that investee companies continue to follow good
governance principles? How are any controversies managed?

As an active manager, Comgest continues to research and monitor the activities and governance of its
investee companies on an ongoing basis. It actively reviews shareholder resolutions, votes at annual
general meetings and engages with the company. The company and ESG analysts track news flows on a
company to remain aware of alerts and controversies, including any controversies related to governance.
Controversy monitoring is mainly done using the tools of our various ESG research suppliers (including
RepRisk, MSCI, Bloomberg and ISS) but we also draw on other sources such as brokers and the generalist
and specialist media. When a controversy affecting a company comes to light, its content, source and the
number of sources reporting it are reviewed by Comgest’s analysts. If the controversy is considered both
credible and material, it is shared internally for further review. Comgest analysts may approach the
company in question and perhaps other affected stakeholders to assess its truth and potential impacts.
The content of controversies may be shared with our clients as part of our engagement reporting.
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COMGEST ESG TEAM MEMBERS
For detailed information on Comgest’s ESG Team,
please visit “Our ESG Story” on our website.
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