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Why have we upgraded these funds?

As of 15 July 2022, LGIM’s Diversified ICAV Fund range is now categorised as 
Article 8 under SFDR, which should equip you and your clients with more 
detailed ESG-related disclosures to help better align investment decisions to 
sustainable investment goals

Which LGIM funds are impacted?

• Diversified EUR Fund 

• Diversified USD Fund 

What’s changing?

• The investment team has increasingly incorporated ESG into asset 
allocation decisions; categorising the funds as Article 8 aims to update 
and formalise those procedures in fund documentation 

• We have also introduced a number of exclusions and a progressive 
portfolio decarbonisation mechanism, both detailed below

What’s remaining the same?

• There are no changes to the funds’ names, overarching investment 
objectives, performance targets or benchmarks, meaning they aim to 
deliver the same financial outcomes with the addition of enhanced 
sustainability considerations

About SFDR
The Sustainable Finance Disclosure Regulation (SFDR) is an EU regulation that 
imposes disclosure requirements for EU financial products. These requirements 
include disclosing sustainability-related information for funds that (i) promote 
(among other characteristics) environmental or social characteristics (Article 8 
products), or (ii) have a sustainable investment objective (Article 9 products).
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ESG integration

Our ESG integration encompasses both top-down and 
bottom-up approaches to identify and assess ESG 
factors in the research analysis process. The top-down 
research analysis identifies long-term, thematic shifts 
and structural changes which help determine the 
resiliency of sectors and the companies within them. The 
bottom-up analysis uses a proprietary, company analysis 
tool called Active ESG View which provides information 
on the ESG credentials of companies.

Further details of our ESG integration are available on 
the Funds’ Sustainability disclosures on our 
Fund Centre.

How do the 
funds meet the 
requirements 
of Article 8?

01

https://fundcentres.lgim.com/ie/en/fund-centre/#AssetClass=Multi-asset&FundStructure=ICAV
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Exclusions

The funds aim to limit exposure to:

• Companies that derive 20% or more of their revenues 
from coal mining and extraction, coal-fired power 
generation or oil sands, in line with LGIM’s coal policy

• Companies involved in the manufacturing and 
production of controversial weapons. UN Global 
Compact considerations are also integrated into the 
investment process

02

How do the funds aim to achieve this?

• For direct securities: The fund manager will implement LGIM’s firm-wide approach into the investment process. This 
means they will screen the investment universe by applying LGIM’s full Future World Protection List (FWPL) of 
exclusions, including perennial violators of the UN’s Global Compact. As the FWPL was already coded into the 
investment team’s fund management tool, this represents a continuation of existing exposures; there is no exposure to 
FWPL constituents now or in the past.

• For LGIM building blocks: The fund manager will assess any underlying building block funds for compliance with this 
exclusion policy. For any LGIM funds which are already categorised as Article 8 or 9 under SFDR, responsibility will be 
delegated to the respective fund managers who will implement the LGIM-wide approach. For LGIM funds which are 
categorised as Article 6, the above exclusions criteria applies on a best efforts basis where investing in such funds 
could facilitate access to certain asset classes (such as infrastructure and REITs), improve diversification and maintain 
an efficient risk/return profile. The fund may therefore gain some indirect exposure to the above activities, however, the 
exposure to such collective investment schemes is expected to be limited to less than 20%.

https://www.lgim.com/landg-assets/lgim/_document-library/capabilities/lgimh-coal-policy.pdf
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Decarbonisation

The funds aim to mitigate the impact of climate change 
through a reduction in the carbon footprint of the 
portfolio on a rolling three-year basis. 

How do the funds aim to achieve this?

• By investing in a combination of direct securities and 
building blocks that in aggregate are consistent with 
the decarbonisation aim of the overall portfolio

• The investment team makes use of third party carbon 
footprint metrics and other proprietary tools, 
including LGIM’s climate risk tool, destination@risk, to 
determine the funds’ current and expected future 
alignment with the decarbonisation aim

03



1110

2022  |  Upgrading LGIM’s Diversified Fund range to SFDR Article 82022  |  Upgrading LGIM’s Diversified Fund range to SFDR Article 8

How do the funds aim to achieve these? 
The funds aim to ensure that (where applicable) investee companies 
follow good governance practices by:

Ensuring good 
governance practices of 
investee companies 

04
Avoiding principal 
adverse impact of 
investee companies 

05
+

Setting their expectations with 
management with regard to good 
governance practices;

Actively engaging 
with the issuers;

Utilising its voting rights 
in companies, and

Supporting policymakers and 
legislators to ensure there is 
strong regulation and standards. 

This applies both to direct securities and any LGIM building blocks 
funds by using LGIM’s firm-wide approach. 

1

2

3

4
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1. Active ownership 
For LGIM, active ownership 
means engaging with companies, 
industry peers and policymakers 
to take decisive action across a broad range 
of ESG issues and create sustainable value 
for our clients. 

Read more in our latest  
Active Ownership report 

Active ownership: 2021 highlights

1. LGIM, as at 31 December 2021. AUM in responsible investment strategies represents only the AUM from 
funds or client mandates that feature a deliberate and positive expression of ESG criteria, in the fund 
documentation for pooled fund structures or in a client’s Investment Management Agreement 
2. Across all assets under management.
3. Note: an engagement can cover more than a single topic
This document reports on LGIM’s stewardship activities during 2021. Unless otherwise stated, all 
information, data and graphical depictions provided that are not referenced are based on LGIM internal 
data as at 31 December 2021.

571
The number of companies 
with which our Investment 
Stewardship team engaged

£290bn1

The amount of assets we 
manage in responsible 
investment strategies 

180,2002

The number of resolutions 
worldwide on which we voted

28
The number of new 
responsible investment 
strategies we launched

70%
The amount of AUM we 
aim to be aligned to net 
zero by 2030

Active engagement: 
the numbers 

312
Meetings/calls

461
written  
engagements

Top four  
engagement topics3

246
Climate change

205
Remuneration

133
LGIM ESG score

131
Company disclosure 
and transparency

441
Governance

295
Environmental

230
Social

207
Other

2. Climate Impact Pledge 

LGIM’s Climate Impact Pledge is the 
targeted engagement campaign we 
began in 2016 to address the 
systemic issue of climate change. 

Read more in our latest  
Climate Impact Pledge Report
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A note on LGIM’s 
building blocks

As part of the funds’ strategic asset allocation, we seek efficient 
asset class exposure through both direct securities and LGIM’s 
broad capability in index funds. These underlying building blocks all 
benefit from LGIM’s broader responsible investing activities 
including:

Breakdown of engagement by themes3

https://www.lgim.com/uk/en/capabilities/investment-stewardship/active-ownership/
https://www.lgim.com/uk/en/responsible-investing/climate-impact-pledge/
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Key risks

The value of an investment is not guaranteed and can go down as well as 
up; you may not get back the amount you originally invested. Further 
information on the risks of investing in this Fund is contained in the 
Prospectus available at www.lgim.com. Risks include but are not limited 
to:

• The Fund has a sustainability and/or ESG focus in its investment 
process which may i) limit the Fund’s exposure to or exclude certain 
companies, industries or sectors ii) impact the Fund’s investment 
performance compared to other funds that do not apply such criteria 
and, iii) differ from an investor’s own sustainability and/or ESG 
criteria. 

• The Fund could lose money if any institutions providing services 
such as acting as counterparty to derivatives or other instruments, 
becomes unwilling or unable to meet its obligations to the Fund. 

• By investing in other funds this Fund indirectly holds bonds that are 
traded through agents, brokers or investment banks matching buyers 
and sellers. This makes the bonds less easy to buy and sell than 
investments traded on an exchange. In exceptional circumstances 
the Fund may not be able to sell its holdings in other funds and may 
defer withdrawals, or suspend dealing. The Directors can only delay 
paying out if it is in the interests of all investors and with the 
permission of the Fund depositary. 

• The Fund invests directly or indirectly in bonds which are issued by 
companies or governments. If these companies or governments 
experience financial difficulty, they may be unable to pay back some 
or all of the interest, original investment or other payments that they 
owe. If this happens, the value of the Fund may fall.

• Investment returns on bonds are sensitive to trends in interest rate 
movements. Such changes will affect the value of your investment. 

• Derivatives are highly sensitive to changes in the value of the asset 
on which they are based and can increase the size of losses and 
gains. 

• This Fund may have underlying investments that are valued in 
currencies that are different from EUR or USD, in which case 
exchange rate fluctuations will impact the value of your investment. 
Currency hedging techniques may be applied to reduce this impact 
but may not entirely eliminate it. In addition, the return in the currency 
of this share class may be different to the return in your own 
currency. 

• We may take some or all of the ongoing charges from the Fund's 
capital rather than the Fund's income. This increases the amount of 
income, but it reduces the growth potential and may lead to a fall in 
the value of the Fund.

Contact us
For more information, please contact:

Richie Kelly 
 richard.kelly@lgim.com   
+353 86 379 4144

Tom O’Gorman 
tom.ogorman@lgim.com  
+353 19 058 520

Micheál Kerley  
micheal.kerley@lgim.com   
+353 87 259 0958

We hope these changes equip 
you and your clients with 
more detailed ESG-related 
disclosures, to help better 
align investment decisions to 
sustainable investment goals.

SFDR Disclosure 
The promotion of environmental and social characteristics is an integral 
part of the Fund’s investment process. The Investment Manager’s 
integrated framework for responsible investing across both public and 
private assets is primarily based on stewardship with impact and 
collaborative active research across asset classes. Both top-down and 
bottom-up approaches are used as part of this investment research 
process.

The promotion of environmental and social characteristics is fully 
embedded into the asset allocation process, which involves evaluating 
the ESG characteristics of asset classes as well as regions that the 
Investment Manager considers for investment, alongside traditional 
financial metrics. ESG integration is supported by internal reporting tools 
that the Investment Manager has developed to provide an aggregated 
view across the whole portfolio of ESG characteristics such as carbon 
footprint, carbon reserves intensity as well as key engagements. The 
Investment Manager also has access to a range of analytical tools which 
monitor the portfolio’s exposure to the environmental and social 
characteristics promoted by the Fund.

The top-down research analysis performed by the Investment Manager’s 
sector experts, in conjunction with its investment stewardship teams 
helps to determine the resiliency of sectors and the companies within 
them. The Investment Manager has developed proprietary research tools 
such as LGIM ESG Score and ESG Active View which can inform that 
process and bring together quantitative and qualitative inputs by 
evaluating the environmental and social characteristics promoted by the 
Fund. The LGIM ESG Score evaluates companies on a set of consistent 
quantifiable metrics which are aligned with the Investment Manager’s 

engagement and voting policy. The ESG Active View provides an 
overview of how companies manage potential, sector-specific ESG risks 
and opportunities, further details of which are set out in the 
‘Sustainability Policy’ section of the Prospectus.

The Investment Manager aims to ensure that (where applicable) the 
corporate issuers of equities and bonds in which the Fund is invested 
follow good governance practices by 1) setting its expectations with 
management with regard to good governance practices; 2) actively 
engaging with the issuers; 3) utilising its voting rights in companies and 
4) supporting policymakers and legislators to ensure there is strong 
regulation and standards.

EU Taxonomy Disclosure 
While the Fund promotes environmental and social characteristics within 
the meaning of Article 8 of the SFDR, it does not currently commit to 
investing in any “sustainable investments” within the meaning of the 
SFDR. It should be noted that the investments underlying this Fund do 
not take into account the EU criteria for environmentally sustainable 
economic activities within the meaning of the Taxonomy Regulation and, 
as such, the Fund’s portfolio alignment with such Taxonomy Regulation 
is not calculated. It follows that the Fund does not currently commit to 
investing more than 0% of its assets in investments aligned with the 
Taxonomy Regulation.

The “do no significant harm” principle applies only to those investments 
underlying the Fund that take into account the EU criteria for 
environmentally sustainable economic activities. The investments 
underlying the remaining portion of the Fund do not take into account the 
EU criteria for environmentally sustainable economic activities.



Third party data: 
Where this document contains third party data ('Third Party Data’), we 
cannot guarantee the accuracy, completeness or reliability of such 
Third-Party Data and accept no responsibility or liability whatsoever in 
respect of such Third-Party Data.  

Publication, amendments and updates:
We are under no obligation to update or amend the Information or correct 
any errors in the Information following the date it was delivered to you.  
Legal & General reserves the right to update this document and/or the 
Information at any time and without notice. 

Although the Information contained in this document is believed to be 
correct as at the time of printing or publication, no assurance can be given 
to you that this document is complete or accurate in the light of 
information that may become available after its publication.  The 
Information may not take into account any relevant events, facts or 
conditions that have occurred after the publication or printing of this 
document.

Telephone recording:
As required under applicable laws Legal & General will record all telephone 
and electronic communications and conversations with you that result or 
may result in the undertaking of transactions in financial instruments on 
your behalf.  Such records will be kept for a period of five years (or up to 
seven years upon request from the Central Bank of Ireland (or such 
successor from time to time)) and will be provided to you upon request.

In the United Kingdom and outside the European Economic Area, it is 
issued by Legal & General Investment Management Limited, authorised 
and regulated by the Financial Conduct Authority, No. 119272. Registered 
in England and Wales No. 02091894 with registered office at One Coleman 
Street, London, EC2R 5AA. 

In the European Economic Area, it is issued by LGIM Managers (Europe) 
Limited, authorised by the Central Bank of Ireland as a UCITS management 
company (pursuant to European Communities (Undertakings for Collective 
Investment in Transferable Securities) Regulations, 2011 (S.I. No. 352 of 
2011), as amended) and as an alternative investment fund manager with 
“top up” permissions which enable the firm to carry out certain additional 
MiFID investment services (pursuant to the European Union (Alternative 
Investment Fund Managers) Regulations 2013 (S.I. No. 257 of 2013), as 
amended). Registered in Ireland with the Companies Registration Office 
(No. 609677). Registered Office: 70 Sir John Rogerson’s Quay, Dublin, 2, 
Ireland. Regulated by the Central Bank of Ireland (No. C173733). 

LGIM Managers (Europe) Limited operates a branch network in the 
European Economic Area, which is subject to supervision by the Central 
Bank of Ireland. In Italy, the branch office of LGIM Managers (Europe) 
Limited is subject to limited supervision by the Commissione Nazionale 
per le società e la Borsa (“CONSOB”) and is registered with Banca d’Italia 
(no. 23978.0) with registered office at Piazza della Repubblica 3, 20121 
- Milano, (Companies’ Register no. MI - 2557936). In Sweden, the branch 
office of LGIM Managers (Europe) Limited is subject to limited supervision 
by the Swedish Financial Supervisory Authority (“SFSA”). In Germany, the 
branch office of LGIM Managers (Europe) Limited is subject to limited 
supervision by the German Federal Financial Supervisory Authority 
(“BaFin”). In the Netherlands, the branch office of LGIM Managers (Europe) 
Limited is subject to limited supervision by the Dutch Authority for the 
Financial Markets (“AFM“) and it is included in the register held by the AFM 
and registered with the trade register of the Chamber of Commerce under 
number 74481231. Details about the full extent of our relevant 
authorisations and permissions are available from us upon request. For 
further information on our products (including the product prospectuses), 
please visit our website.
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Important information
The information contained in this document (the ‘Information’) has been 
prepared by LGIM Managers Europe Limited (‘LGIM Europe’), or by its 
affiliates (‘Legal & General’, ‘we’ or ‘us’). Such Information is the property 
and/or confidential information of Legal & General and may not be 
disclosed by you to any other person without the prior written consent of 
Legal & General.
No party shall have any right of action against Legal & General in relation to 
the accuracy or completeness of the Information, or any other written or 
oral information made available in connection with this publication. Any 
investment advice that we provide to you is based solely on the limited 
initial information which you have provided to us. No part of this or any 
other document or presentation provided by us shall be deemed to 
constitute ‘proper advice’ for the purposes of the Investment 
Intermediaries Act 1995 (as amended). Any limited initial advice given 
relating to professional services will be further discussed and negotiated in 
order to agree formal investment guidelines which will form part of written 
contractual terms between the parties.
The Information has been produced for use by a professional investor and 
their advisors only.  It should not be distributed without our permission.
A summary of investor rights associated with an investment in the Fund 
shall be available from www.lgim.com/investor_rights
The risks associated with each fund or investment strategy are set out in 
this publication, the relevant prospectus or investment management 
agreement (as applicable) and these should be read and understood 
before making any investment decisions. A copy of the English version of 
the prospectus of the Fund and the key investor information document 
relating to the Fund is available on lgim.com and may also be obtained 
from your Client Relationship Manager.  Where required under national 
rules, the key investor information document will also be available in the 
local language of the relevant EEA Member State.
Confidentiality and limitations:
Unless otherwise agreed by Legal & General in writing, the Information in 
this document (a) is for information purposes only and we are not soliciting 
any action based on it, and (b) is not a recommendation to buy or sell 
securities or pursue a particular investment strategy; and (c) is not 
investment, legal, regulatory or tax advice. Any trading or investment 
decisions taken by you should be based on your own analysis and 
judgment (and/or that of your professional advisors) and not in reliance on 
us or the Information. To the fullest extent permitted by law, we exclude all 
representations, warranties, conditions, undertakings and all other terms 
of any kind, implied by statute or common law, with respect to the 
Information including (without limitation) any representations as to the 
quality, suitability, accuracy or completeness of the Information.

Any projections, estimates or forecasts included in the Information (a) shall 
not constitute a guarantee of future events, (b) may not consider or reflect 
all possible future events or conditions relevant to you (for example, market 
disruption events); and (c) may be based on assumptions or simplifications 
that may not be relevant to you. 

The Information is provided ‘as is' and 'as available’.  To the fullest extent 
permitted by law, Legal & General accepts no liability to you or any other 
recipient of the Information for any loss, damage or cost arising from, or in 
connection with, any use or reliance on the Information. Without limiting 
the generality of the foregoing, Legal & General does not accept any 
liability for any indirect, special or consequential loss howsoever caused 
and, on any theory, or liability, whether in contract or tort (including 
negligence) or otherwise, even if Legal & General has been advised of the 
possibility of such loss.

A decision may be taken at any time to terminate the arrangements made 
for the marketing of the Fund in any EEA Member State in which it is 
currently marketed. In such circumstances, Shareholders in the affected 
EEA Member State will be notified of this decision and will be provided with 
the opportunity to redeem their shareholding in the Fund free of any 
charges or deductions for at least 30 working days from the date of such 
notification.
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