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No Significant Harm to the Sustainable Investment Objective  
LGIM has processes in place to ensure that investments held by the Fund do not significantly harm any environmental or social 
objectives. These processes involve screening the Fund’s portfolio against certain controversy ratings and adverse sustainabi lity 
indicators. The controversy ratings reflect an issuer’s level of involvement in incidents with negative environmental, social and  
governance implication. The adverse sustainability indicators used are those which are applicable from Table 1 of Annex I of SFDR. 
The Fund excludes issuers from its portfolio which fail to meet pre-determined quantitative thresholds with regards to such controversy 
ratings and indicators. 
 
LGIM took all applicable adverse sustainability indicators into account and uses them to screen the Fund’s portfolio to ensure that 
investments held by the Fund do not significantly harm any environmental or social objectives. These applicable adverse sustainability 
indicators are considered to be the most widely recognised indicators to measure significant harm and the data relating to such 
indicators provide sufficient coverage for the Fund’s investment universe. 
 
The Fund’s sustainable investments are aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles 
on Business and Human Rights through the application of the investment strategy used to attain the sustainable investment objective. 
 

Sustainable Investment Objective of the Financial Product 
The sustainable investment objective of the Fund is to provide exposure to green bonds across developed and emerging markets. The 
Fund seeks to achieve its investment objective by tracking the performance of the J.P. Morgan ESG Green Bond Focus Index (the 
“Index”). The Index is a reference benchmark that has been designated for the purpose of attaining the sustainable investment objective 
of the Fund. 
 

Investment Strategy  
The Fund follows the following sustainability-related investment strategy:  
• Green bonds: In order to be eligible for inclusion in the Index, securities shall be labelled as green bonds by Climate Bonds 

Initiative (an independent not-for-profit organisation providing a certification programme for bonds that contribute to addressing 

climate change) and shall have at least 2 years remaining to maturity on entry and at least 6 months remaining to maturity at 

each month end rebalance 

• J.P. Morgan Exclusions: the Index excludes issuers with a certain level of revenue from thermal coal, oil sands, tobacco and 

weapons sectors; and excludes issuers not in compliance with the United Nations Global Compact principles, as determined by 

the Index provider’s methodology 

• J.P. Morgan ESG Score: the Index positively tilts towards issuers ranked higher on ESG criteria and underweights or excludes 

lower ranking issuers. 

 

Further detail on the Fund’s investment strategy can be found at: https://fundcentres.lgim.com/ie/en/fund-centre/ETF/ESG-Green-

Bond/  

 
LGIM ensures that the issuers of investments in which the Fund is invested follow good governance practices by tracking an index that 
excludes issuers that (i) fail to meet globally accepted norms and standards relating to governance matters (such as the UN Global 
Compact principles), or (ii) are involved in incidents with negative governance implications. As part of its due diligence LGIM assessed 
the Index to ensure compliance with these requirements. In addition, LGIM also integrates the principles of good governance practices 
into its stewardship and engagement approach by setting expectations with issuers’ management regarding good governance 
practices; actively engaging with the issuers; and supporting policymakers and legislators to ensure there is strong regulation and 
standards. 
 

Proportion of Investments  
The Fund will invest at least 90% of its portfolio in investments that qualify as sustainable (#1), all of which provide direct exposure to 
investee companies. The Fund will invest at least 90% of its portfolio in environmentally sustainable investments and at least 0% of its 
portfolio in socially sustainable investments. The actual level of environmentally and socially sustainable investments held by the Fund 
will always equate to at least the minimum proportion of sustainable investments of the portfolio outlined above. Some of the sustainable 
investments may be considered to contribute to both environmental and social objectives. The remaining portion of investments are 
not used to meet the sustainable investment objective and will fall under #2 Not sustainable.  
 

Monitoring of Sustainable Investment Objective 
The sustainable investment objective of the Fund as well as the suitability of the sustainability indicators used to measure the attainment 
of the sustainable investment objective are considered and monitored throughout the Fund’s lifecycle. Both the sustainable investment 
objective and the sustainability indicators are determined in the product design process through setting a sustainability-related 
investment strategy as part of the Fund’s investment policy and index construction. As part of this process, we conduct regular due 
diligence reviews on both the relevant index and its provider. In addition, LGIM carries out annual due diligence on its index providers 
which includes checks and controls on the provider’s sustainability credentials. 
 
Product reviews are then subsequently undertaken to ensure that the Fund remains consistent with the needs and sustainability-related 
objectives, including any sustainability-related objectives, of the target market. In accordance with our internal processes, all product 
reviews are subject to LGIM’s governance framework. 

 

Methodologies 
The following sustainability indicators are used to measure how the sustainable investment objective of the Fund is met: 
1. The index provider’s ESG score of the Index compared to the ESG score of the relevant comparator index; 

2. The proportion of the relevant comparator index excluded through the application of the exclusionary criteria set out above; 
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3. The proportion of the Index exposed to green bond issuers.  

 

Data Sources and Processing 
LGIM acquires ESG raw data from a wide range of ESG data suppliers for specific indicators and different purposes. ESG data in 
relation to specific indices may be supplied directly by the index provider. Some of the ESG raw data may be utilised by LGIM to 
calculate or generate derived ESG information using LGIM’s own models and methodologies. Reference to ‘ESG Data’ includes both 
ESG raw data provided by third parties and ESG data calculated by LGIM. In order to ensure the quality of ESG Data and the robustness 
of data providers, LGIM regularly reviews the ESG data landscape to ensure that we maximise our access to ESG Data and future 
proof our data usage needs. Assessment criteria include, but are not limited to, level of coverage, accuracy and timeliness of the data. 
 
Data received into LGIM’s IT infrastructure and databases is automated wherever possible and, where sourced externally, is subject 
to contractual service level agreements. Furthermore, where critical business processes leverage that data, and/or risk materiality is 
high, LGIM will apply additional data controls in compliance with its Data Management policies. Finally, data curated/derived using 
models is subject to L&G’s Data Modelling Policy.    
 
Our third-party data suppliers may provide estimated ESG Data where reported ESG Data is not available. The proportion of estimated 
ESG Data varies based on a number of factors, including the supplier, data points and the product. 
 
Furthermore, our index providers may utilise a number of third-party data sources in order to construct an index in line with the index 
methodology. Index providers are generally responsible for sourcing, processing and validating ESG data, however their legal liability 
for such data may be limited and are subject to legal terms. LGIM conducts extensive due diligence on index providers, and their data 
sources, protocols, data delivery and data infrastructure form part of this due diligence. 
 

Limitations to Methodologies and Data 
ESG Data may be based on certain assumptions, forecasts, calculations, views and opinions of LGIM or third-party providers which 
may be based on current market trends or anticipated future events. Given the developing and innovative nature of these models, 
methodologies and assumptions and the inherent uncertainty in predicting forward-looking events, it cannot be guaranteed that the 
ESG Data is always accurate or correct or that the ESG Data will satisfy the aims or requirements of any specific client or investor. Any 
opinions, calculations or forecasts are not a guarantee of future events and LGIM may update its models, methodologies and/or 
assumptions at any time. External factors and limitations on the data may result in differences between actual and calculated figures. 
Such external factors and limitations may include unaudited third-party data and data based on publicly disclosed information provided 
by investee companies which can vary in quality. 
 
Furthermore, there may be data that LGIM or its service providers are unable to source due to the lack of availability of data sources. 
Where ESG Data is sourced from external providers, their liability for such data may be limited and will always be subject to  legal 
terms. Notwithstanding the above, LGIM remains committed to transparency and believes that these limitations do not affect how the 
sustainable investment objective of the Fund is met. 
 

Due diligence 
When tracking an index, LGIM conducts due diligence in respect of the index provider prior to appointment and on an annual basis. 
The index provider is responsible for implementing the index methodology and conducting all necessary screens to ensure const ituents 
adhere to this methodology. The due diligence conducted by LGIM explores, amongst other things, the index provider’s company 
financial stability, governance, controls, technology as well as its sustainability credentials. 
 
In addition, LGIM also implemented due diligence processes in relation to the consideration of principal adverse impacts of its 
investment decisions on sustainability factors. LGIM has identified a subset of the mandatory adverse sustainability indicators that are 
relevant to the Fund’s investments. The Fund considers principal adverse impacts, that are identified using the above-mentioned 
sustainability indicators, through the implementation of the sustainability-related investment strategy outlined above. 
 

Engagement Policies 
LGIM integrates the principles of good governance practices into its stewardship and engagement approach by setting expectations 
with investee companies’ management regarding good governance practices; actively engaging with the investee companies; utilising 
its voting rights; and supporting policymakers and legislators to ensure there is strong regulation and standards. 
 
 

Attainment of the Sustainable Investment Objective  
The Index has been designated as a reference benchmark and is aligned with each of the sustainable investment objective of the Fund 
by providing exposure to issuers in accordance with the sustainability-related investment strategy described above. At each index 
rebalance, the selection criteria of the Index are applied to its constituents.  
 
For further information in relation to the Index methodology please see: 
https://www.jpmorgan.com/country/US/en/jpmorgan/investbk/solutions/research/indices/composition_docs  
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