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Axiom exclusion, sectorial and stewardship policies 

The present exclusion and sectorial policies Handbook is part of our responsible investment strategy and 

is used within our ESG approach as a complementary tool to formalize our desire not to invest in any 

company engaged in activities that do not correspond to our values and our requirements in terms of 

sustainable development.  

Our Sectorial Policies define the components of our General exclusions list applicable to all Axiom funds 

which is revised on a regular basis by the investment committee, and at least annually.  

Our Sustainable standards define the additional more stringent exclusions list applied to our Sustainable 

Financial Institutions funds.  

Our Stewardship policy seeks to promote the long-term success of companies helping them address the 

ecological transition in the interest of the underlying beneficiaries namely, Axiom’s clients.  Axiom AI takes 

its stewardship responsibilities seriously, devoting resources and efforts to help ensuring our clients’ 

assets are protected and enhanced over time. 

1. Axiom AI Sectorial Policies 

Axiom AI has set its own restrictions which apply to all its assets under management. 

On top of the ESG analysis described in our ESG policy, Axiom maintains an exclusion list. Investments in 

securities issued by firms on that exclusion list are prohibited. If a name is added to the exclusion list and 

the securities are already in the portfolios, the portfolio manager must divest the securities, in a way that 

is not harmful to holders (no fire sale).  

The list is mainly based on the lists established by recognized key players, such as the Norwegian 

government’s pension fund and the PGGM.  

The list does not apply to indices the composition of which cannot be controlled by the company (index 

or ETF investments). The list also does not apply to indirect investments: we will not exclude a financial 

institution because it lends to an excluded company. 

These restrictions are set out in our United nations Global Compact violations, Controversial weapons, 

Tobacco, Coal and Mining companies related policies, Conventional and Unconventional Oil&Gas, Nuclear 

Energy, Biodiversity, Water use and Forward contracts on agricultural commodities policies, as described 

below. 

A second, more stringent, exclusion filter is applied within the specific investment universe of financial 

sector companies for Axiom’s Sustainable finance funds (for more details see section 2 of this document).   

a) Violations of United Nations Global Compact (UNGC) Principles  

Axiom AI believes that the companies our funds invest in should meet the standards and principles of the 

UNGC principles. All significant violation of UNGC principles should be addressed.  

Axiom AI excludes companies deemed to be in breach of the UN Global Compact Principles of human 

rights, labour, environment and corruption. This is done following the exclusions applied by the 

https://axiom-ai.com/web/data/Communiques/EN/Axiom%20exclusion-list%20-%20January%202021.pdf
https://axiom-ai.com/web/data/Communiques/EN/Axiom%20Sustainable%20Financial%20Funds%20exclusion.pdf
https://axiom-ai.com/web/data/Communiques/EN/Axiom%20Sustainable%20Financial%20Funds%20exclusion.pdf
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Norwegian Government Pension fund based on a recommendation from the Council on Ethics of Norway 

and our own internal controversies screening tools.  The exclusions guidelines of the Norwegian fund state 

that: 

"Companies may be put under observation or be excluded if there is an unacceptable risk that the company 

contributes to or is responsible for: 

a) serious or systematic human rights violations, such as murder, torture, deprivation of liberty, 

forced labour and the worst forms of child labour;  

b) serious violations of the rights of individuals in situations of war or conflict;  

c) severe environmental damage;  

d) acts or omissions that on an aggregate company level lead to unacceptable greenhouse gas 

emissions;  

e) gross corruption;  

f) other particularly serious violations of fundamental ethical norms.” 

When violations of the UNGC principles are very serious and verified as such, they generally appear in our 

controversies screening tools and the investment committee needs to assess if the related investments 

become unacceptable according to our ESG philosophy. As a first step, our stewardship policy detailed in 

section 3 encourages direct dialogue and engagement with the companies violating the principles. If that 

first step appears to be unsuccessful and if the Investment committee decides than the companies 

deemed in breach are excluded until the violations are resolved. 

The Ten Principles of the UN Global Compact are:  

Human Rights  

• Principle 1: businesses should support and respect the protection of internationally proclaimed human 

rights. 

• Principle 2: make sure that they are not complicit in human rights abuses.  

Labour  

• Principle 3: businesses should uphold the freedom of association and the effective recognition of the 

right to collective bargaining.  

• Principle 4: the elimination of all forms of forced and compulsory labour.  

• Principle 5: the effective abolition of child labour.   

• Principle 6: the elimination of discrimination in respect of employment and occupation.  

Environment  

• Principle 7: businesses should support a precautionary approach to environmental challenges.  

• Principle 8: undertake initiatives to promote greater environmental responsibility.  



TRANSPARENCY AND AVOIDING HARM POLICIES 

3  as of 20/01/2021 
 

• Principle 9: encourage the development and diffusion of environmentally friendly technologies.  

Anti-Corruption  

• Principle 10: businesses should work against corruption in all its forms, including extortion and bribery. 

In our experience, and with our focus on financial institutions, Principle 10 is the one that is the most likely 

to be breached by companies in our investment universe. 

 

b) Controversial Weapons Policy -  

A zero-tolerance principle is applied to the controversial weapons policy applicable to our Sustainable 

Financial Institutions Funds. As per the exclusions lists of the Norwegian Pension fund, the PGGM and KBC 

Group  that we use as reference, companies involved in controversial weapons are excluded if they are 

involved in the production of and/or trading in weapons whose use leads to a violation of fundamental 

human rights. These are weapons whose large-scale use causes actual or potential suffering and which 

are aimed at civilians or result particularly in civilian casualties.  

Axiom AI excludes companies from direct investments if they are involved in the production of and/or 

trading in six types of weapons in the following categories: 

1. Weapons of mass destruction: (i) nuclear weapons (ii) chemical weapons and (iii)biological weapons. 

2. Weapons with a considerable risk of casualties (including among civilians) during and/or after military 

conflict: (i) anti-personnel mines (ii) cluster bombs (iii) munitions with depleted uranium. 

Involvement is defined as production or supply of one or more types of the above weapons as the end-

product, or supply of essential and/or custom-made semimanufactures for one or more of the above 

weapon types. Companies are also excluded if they provide services for the maintenance and 

development of nuclear weapons. 

Finally, companies are excluded if they have a de facto or practical controlling interest in a subsidiary or 

joint venture which is substantially involved in the production of or trading in these weapons. 

However, Axiom AI will not exclude a company, such as bank, if it is lending to an excluded company or if 

it purchases securities issued by an excluded company for investment purposes. We believe that the 

additional more stringent screenings and policies analyses we apply to our Sustainable product range 

significantly reduce the risk of investing in Financial institutions involved in the financing of controversial 

weapons. For more details please refer to Axiom’s Sustainable standards (section 2). 

Axiom AI acknowledges the importance of applying a comprehensive assessment considering the broader 

value chain. Through the assessment tool developed with our partner iCare& Consult and our internal 

databases, Axiom assesses the physical and transitions risks based mainly on what is known as "secondary 

risk", i.e., the risk that comes from banks investments and loan portfolios, primarily based on their 

sectorial and geographical footprint. This means that the temperature of a financial institution will be 

based on the temperature of the underlying companies they are financing, themselves dependent on their 

sales and activities.  

 

https://www.kbc.com/content/dam/kbccom/doc/sustainability-reponsability/FrameworkPolicies/CSD_KBCBlacklist.pdf
https://www.kbc.com/content/dam/kbccom/doc/sustainability-reponsability/FrameworkPolicies/CSD_KBCBlacklist.pdf
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c) Tobacco  

Axiom AI has decided to apply total exclusion of tobacco companies in its funds and in its Sustainable 

Financial Funds. Total exclusion is applied to all production of tobacco, regardless of the percentage of 

business represented by tobacco production. This means that it will be possible to exclude a few more 

companies than those listed under the industrial classification “tobacco” by the index providers. The new 

screening criterion for tobacco production is limited to tobacco products and does not include associated 

products such as filters and flavour additives. 

The World Health Organisation (WHO) Framework Convention on Tobacco Control is the first international 

treaty negotiated at the initiative of the WHO in 2003 and signed by 181 parties covering more than 90% 

of the world population. It aims to tackle some of the causes of the epidemic, such as trade liberalisation, 

direct foreign investment, tobacco advertising, promotion and sponsorship and illicit trade in tobacco 

products. More than a decade after the ratification of the treaty, tobacco use remains the second cause 

of deadliest non-communicable disease worldwide causing 7.2 million deaths (WHO, 2014).  

As such, Axiom AI wants to continue to promote divestment from this sector. 

However, Axiom AI will not exclude a company, such as bank, if it is lending to an excluded tobacco 

producer or if it purchases securities issued by an excluded tobacco producer for investment purposes. 

d) Coal and Mining companies related policies  

Observation or exclusion may be decided for direct investments in mining companies and power 

producers which themselves or through entities they control: 

a) derive 30 per cent or more of their income from thermal coal, 

b) base 30 per cent or more of their operations on thermal coal, 

c) produce more than 20 million tons of thermal coal per year, 

or d) has a power capacity of more than 10 000 MW from thermal coal. 

As per the Guidelines followed by the Norwegian pension fund “importance shall also be given to forward-

looking assessments, including any plans the company may have that will change the level of extraction 

of coal or coal power capacity relating to thermal coal, reduce the income ratio or business share based 

on thermal coal and/or increase the income ratio or business share relating to renewable energy sources.” 

A more stringent screening and exclusion filter on coal and convention & unconventional oil and gas 

sectorial policies is applied to our Sustainable Financial Institutions Funds as described hereafter in section 

2 and in our ESG Methodology Handbook.   

Axiom AI will not exclude a company, such as bank, if it is lending to a thermal coal extractor or user or if 

it purchases securities issued by such a company for investment purposes, but those investments will have 

an impact on the scoring of that bank or insurance company under our Sustainable Financial Institutions 

Funds methodology. 
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e) Conventional and Unconventional oil & gas   

Axiom AI adopts the exclusion thresholds of the European indices aligned with the Paris Agreement, the 

"Paris Aligned Benchmark - PAB", i.e. the exclusion by 2024 of all companies whose oil represents more 

than 10% of their turnover or 50% for gas.  

Axiom AI recognizes the need for a transition allowing conventional oil and gas products to adapt to a low-

carbon economy. That is why exclusions from direct investment in the sector will apply only to oil & gas 

extraction companies that derive less than 40% of their revenue from activities related to natural gas 

extraction or renewable energy sources. Axiom funds may invest in financial instruments linked to 

sustainability, such as green or sustainable bonds in the sector. 

As unconventional oil and gas techniques can have long-lasting negative impacts on the environment our 

funds intent to exclude from 2021 any direct investments in companies whose oil and gas shale activities, 

oil sands and/or Arctic and deep-water exploration represent more than 10% of turnover. 

As far as our Sustainable Financial Institutions Funds’ range is concerned. The robustness and the scope 

of the different sector policies implemented by the Financial institutions we invest in are assessed as part 

of our methodology further detailed in section 2. These policies usually include brown sector like coal 

sector, unconventional oil & gas, or deforestation. 

The data provided for the financial institution are compared to the score grid developed to guide the 

analysis. The score grid is composed of five sectors among which Coal sector, divided into 3 subsectors: 

Extraction/Mining, Power generation and Other (Transportation, trading…), Oil & Gas, divided into 6 

subsectors: Tar Sands, Shale Oil&Gas, Arctic Oil&Gas, Offshore Oil&Gas, Other (Transportation, LNG…) 

and Other carbon-emissive sectors, like transportation, real estate … 

You can find more details on the approach in our Methodological handbook applicable to our Sustainable 

Financial Institutions Funds.  

f) Nuclear energy  

Axiom AI does not have a specific policy regarding Nuclear Energy.  

However, our Sustainable Financial Institutions funds exclude companies producing weapons that violate 

fundamental humanitarian principles through their normal use as well as companies selling weapons or 

military materiel to states that are subject to investment restrictions on government bonds as per the 

restrictions applied by the Norwegian pension Fund. These restrictions apply on companies involved in 

antipersonnel mines, chemical, nuclear, and biological weapons, cluster munitions, depleted uranium and 

white phosphorous munitions, blinding laser, non-detectable weapons from the investment universe.  

Through our more stringent Sustainable funds’ dedicated exclusions list we apply a 0% revenue threshold 

for all controversial weapons. 

We are cognizant of the fact that nuclear power generation poses serious environmental and health risks 

linked to the generation of radioactive waste, and we forbid, within our Sustainable Funds range any direct 

investments in electricity utility firms that derive more than 30% power production from nuclear fuel 

sources.   
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g) Biodiversity   

Biodiversity is an important investment consideration as it provides biological resources, ecosystem 

services, and absorption of pollution. Biodiversity is therefore considered in our thematic ESG assessment 

focusing on Climate readiness for our Sustainable Financial Institutions Funds’ range. The robustness and 

the scope of the different sector policies implemented by the issuers are assessed as part of our 

methodology further detailed in section 2. These policies usually include brown sector like coal sector, 

unconventional oil & gas, or deforestation. 

The data provided for the financial institution are compared to the score grid developed to guide the 

analysis. The score grid is composed of five sectors among which Biodiversity, divided into 4 subsectors: 

Palm Oil, Forestry/Wood Pulp, Agriculture and Other (include fishery, farming…) 

You can find more details on the approach in our Methodological handbook applicable to our Sustainable 

Financial Institutions Funds.  

Regarding the rest of our Axiom product range, we encourage our portfolio managers to engage with 

management or investor relations teams to get additional information on any controversy related to 

biodiversity where this is identified as a key business risk.  

h) Water use Policy  

The overuse and the pollution of water resources can have serious adverse effects on the environment. 

Water use is therefore considered in the Sustainable Financial Institutions Funds’ range.  

For our Sustainable Financial Institutions Funds, our partner iCare & Consult has developed two 

methodologies to assess companies’ exposure to physical and transition risks. Both methodologies are 

based on the crossover between sectorial risk and geographic risk. For every economic sector, sectorial 

physical risks are assessed from sensitivity factors depending on each sector’s specifies. These include 

dependence on natural capital: ecosystems and water resources. 

For the rest of our funds using the Axiom Controversy Database, we monitor, on an institution-by-

institution basis, the social controversies they are facing. If it appears that one institution is involved in a 

number of controversies and compliance breaches indirectly related to water use, we might decide that 

an exclusion needs to be applied.  

Where water use is identified as a key business risk, the ESG committee could apply exclusions on a case-

by-case basis our screening tools point out that the Financial issuer is involved in financing of companies 

whose management of operations has a significant negative impact on water usage and constitutes a risk 

of a controversy.  

i) Forward contracts on commodities  

Axiom Alternative Investments has a policy not to directly invest in derivatives and exchange-traded funds 

based on food (‘soft’) commodities or speculating on agricultural or marine commodities such as wheat, 

meat, sugar, dairy and fish. The policy applies to all portfolios including dedicated funds and third-party 

mandates unless the client gives different instructions.  

Our funds exclude forward agricultural contract investments from the investment universe. 
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j) Regarding Oppressive regimes and governments allowing the death penalty  

Axiom AI does not have explicit policies on these topics, as they are not entirely relevant for our 

investment universe which is almost exclusively based in Europe and the US.  

However, at Axiom we are cognizant of the fact that death penalty system can be applied in an unfair 

manner and can be influenced by skills of attorney, the victim’s race and social class and other subjective 

arguments. This type of verdict also carries the inherent risk of executing an innocent person. 

However, the nature of our investment universe makes these issues less relevant in terms of risk 

assessment and in terms of reaching our objective of greening the financial system while protecting our 

clients’ interests. In our ESG policy we point out how and why the world of financial institutions needs to 

be looked at from a very specific angle from the social conduct perspective. Controversies around 

oppressive regimes (or even the death penalty) can arise, but they are rather rare in the financial sector 

(but not unheard of.) We use a dedicated monitoring and management of social factors via additional 

investment exclusion list based on reckless social behavior, forbidden activities (“no harm principle”) and 

extremely low-quality governance. As an example of such monitoring, we recently identified a very small 

investment by a very large Italian bank in Myanmar and after investigating the purpose of this investment 

we decided there was no ground for excluding that bank. 

Our Sustainable Financial Fund will consider if a company is based in a country that enforces the death 

penalty, although this will not implicitly constitute a restriction on investment. When investing in 

sovereign bonds, the death penalty will be considered in conjunction with the judicial system in which it 

is used. 

k) Taxation 

Regarding taxation, we believe it is a component of conduct risk or compliance risk, which is a key 

component of social risk. This is the risk that a company does not respect its legal obligations, and this 

leads to direct or indirect financial loss. It includes such high-profile cases as tax fraud (for clients or for 

the company itself), money laundering, sanctions breach, etc. We treat taxation as we treat other major 

possible issues such as money laundering or misselling. Indeed, financial institutions are facing a wide 

range of controversies, from unwanted political involvement (e.g. the controversy over President Trump’s 

tax returns held by Deutsche Bank) to allegations of accounting fraud, inappropriate related party 

transactions, bribery, predatory lending, coal financing, cyber risk, etc. and our approach to this risk 

involves three steps:  

• We identify the main sources of risk, based on previous cases, ongoing investigations, or 

prospective analysis,  

• We analyse the legal environment, what it means in terms of financial risk, and the internal 

policies of the relevant institutions,  

• Based on previous cases, on exposures, on financial publications, etc., we try to assess the risk 

that each institution is facing. No complacency is possible: we are aware that this can range from 

very benign cases to outright bankruptcy. 

All these elements are compiled in an internal database. We also monitor the use of entities in tax havens. 

More details on that matters are available in the compliance analysis section of our ESG policy.  
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l) In terms of ESG policy regarding countries  

Axiom funds mainly invest in EU countries, Switzerland and the UK, we run semi-annual checks on the 

radar of the EU sanctions map to adjust risk assessment on different countries and flag potential 

investments that need to go on our pre-exclusion watchlist.  

New sanctions are a topic of engagement with our issuers and are usually a question included in the 

annual Due Diligence we will send to all issuers in our Sustainable Funds’ portfolios.    

For countries violating the UNGC Principles we trust the exclusions applied by the Norwegian pension 

fund and the PGGM which are the two external exclusion lists we use as a reference. Axiom funds restrict 

direct investments in government bonds (including inflation-linked government bonds and other debt 

securities – without any predefined purpose – of central and local government bodies), issued by the 

countries included in our government bond exclusions list.  This lifts any concerns related to countries 

under weapons embargo or involved in situations of gross and systematic violation of human rights, or 

possible deployment of controversial weapons. However, in practice this is very unlikely to happen as we 

have only ever invested in government bonds issued by EU countries, the US or the UK. 

For our countries due-diligence Axiom also uses the following initiatives:  
- The national reports on implementation of The Convention to The Conference of The Parties (COP)  

- The Transparency International Corruption Perceptions Index 

- The UN Development Programme International Human Development Indicators per country 

In general, all breaches of Global Compact related sanctions should appear in our controversies screening.  

To benefit from a holistic view, both in terms of possible controversies and in terms of global picture for 

a given financial institution, Axiom has developed an in-house database which stores daily data on 

controversies. Each piece of news is linked to all the institutions (within our coverage) that could be 

affected, to a type of controversy and to a specific controversy, as many of them appear regularly in the 

news with updated information.  

m) Additional exclusions  

Additional exclusions may apply at the request of clients who wish to apply a stricter minimum standard 

for their investments (if they have a managed account or dedicated fund with us.)   

n) Significant situations  

All significant situations will be discussed on a case-by-case basis by the ESG committee. This can include 

sector-wide controversies, litigations, sanctions, or exclusion rules breaches. In the most extreme cases, 

generally involving criminal activities, the committee can decide to cancel all investments on an issuer or 

to effectively add an issuer to the exclusion list. It should be stressed that this is not a “box ticking” process 

for banks and insurance companies as those situations can effectively be the most serious viability risk 

these companies face. Over the past few years we have had examples of banks or financial sector 

institutions being bankrupt because of topics such as tax fraud, accounting fraud, money laundering, etc. 
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2. Axiom’s Sustainable standards 

The purpose of the Axiom’s Sustainable standards is to apply a set of stricter policies to our Sustainable 

Financial Institutions funds to encourage better climate awareness in investments and be part of the 

growing pool of labelled funds in specific markets.  

The investment process for Axiom’s Sustainable Financial Institutions Funds will abide by the following 

inclusion and eligibility rules.  

• It will first exclude some issuers using the general Axiom AI Sectorial policies rules above (section 

1) and Axiom AI’s exclusion list.  

• It will then exclude issuers based on Social and Governance criteria. Excluded issuers will be 

defined by the monthly ESG committee. Excluded issuers will have to be divested over a one-month 

period. Issuers will be potentially excluded based on two qualitative criteria:  

o Reckless behavior infringing the no harm principle.  

o Severe governance deficiencies recently identified.  

• Financial institutions are then selected based on a rigorous climate analysis, which is further 

detailed in Chapter 3 of our Methodological handbook applicable to our Sustainable Financial Institutions 

Funds  

• Financial and ESG risk analysis is then used to calibrate the weights of the portfolio.  

a) Exclusions and « do not harm filter »,  

A second, more stringent, exclusion filter compared to the general Axiom AI exclusions list will apply 

within the specific investment universe of financial sector companies. It is based on a list managed and 

updated by the ESG committee which meets monthly with additional focus and potential exclusions 

related to UNGC breaches and poor ESG quality.  

Two sets of criteria are applied.  

• On social (“S”) matters, we use a do not harm principle. In practice, it means we analyze firms on 

three sub-criteria:  

o Compliance risk. This risk includes AML, tax fraud, sanctions breaches, market manipulation, etc.  

o Misselling risk. Misselling is one area where we believe financial institutions can do the most social 

harm.  

o Overall risk. Using the Axiom Controversy Database, we monitor, on an institution-by-institution basis, 

the social controversies they are facing. 

• On governance (“G”) matters, we apply our general methodology to identify firms with 

outrageously poor governance – something which is unlikely to happen often, as most financial 

institutions are heavily regulated and supervised.  
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In Axiom’s Sustainable finance funds range the Thematic Climate approach guarantees additional 

screening on climate related risks (GHG targets, Coal, Conventional and unconventional Oil& Gas etc.) and 

Biodiversity via the detailed analysis of the three pillars below that Axiom Climate Readiness Score is based 

on:  

i. The Corporate Engagement of the financial institutions towards climate issues,  

ii. The process and tools implanted regarding Climate Risks & Opportunities Management,  

iii. The Positive contribution to the low-carbon transition of the financial institution.  

b) Sustainability quality  

Axiom AI wishes to encourage superior risk-adjusted returns while promoting the greening of the financial 

system. This will be done using the following approaches and tools, further detailed in our Methodological 

handbook:  

• Within the investment universe of financial sector companies, monitor and manage an investment 

exclusion list based on reckless social behavior, forbidden activities (“no harm principle”) and extremely 

low-quality governance. 

• Select financial institutions based on their Axiom Climate Readiness Score (ACRS), using a 

straightforward best in class approach. 

• Manage the exposures and investment weights of the portfolio based on the risk appetite of each 

fund, Axiom’s risk management tools (Stress testing, Axiom Risk Grade, ESG analysis) and relative value 

analysis. 

The core of Axiom’s Sustainable finance funds’ philosophy is to identify best-in-class firms in their 

contribution to fight climate change. Hence, financial institutions eligible to the investable universe must 

meet stringent requirements on three pillars:  

• Corporate Engagement 

• Climate Related Risks & Opportunities Management  

• Positive contribution to the low-carbon transition  

The final selection of the portfolio is done by maximizing the Axiom Climate Readiness Score, which is the 

average of the Corporate Engagement Score, the Climate Risk Score and the Positive Contribution Score.  

The main goal of this approach is to select the “best in class” issuers, using a holistic rating that considers 

all characteristics relating to climate factors. 

Based on data availability and the maturity of existing methodologies, the Climate Readiness Score is a 

combination of both qualitative and quantitative indicators. Banking and insuring companies are rated on 

two separate frameworks, due to the difference in granularity of available data. All qualitative scores are 

given by maturity matrices. 
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 Indicators Banking companies Insuring Companies 

1.1 Climate Governance Qualitative (maturity matrix) Qualitative (maturity matrix) 

1.2 Climate Strategy Qualitative (maturity matrix) Qualitative (maturity matrix) 

1.3 Transparency Qualitative (maturity matrix) Qualitative (maturity matrix) 

2.1 
Climate-related Risks 

Management 
Qualitative (maturity matrix) Qualitative (maturity matrix) 

2.2 Sector Policies Qualitative (maturity matrix) Qualitative (maturity matrix) 

2.3 Climate-related risks Quantitative (risk exposure) Qualitative (maturity matrix) 

3.1 Green Share 
Quantitative (% of green 

activities) 
Qualitative (maturity matrix) 

3.2 2° Alignment Quantitative (temperature) Qualitative (maturity matrix) 

3.3 Client Engagement Qualitative (maturity matrix) Qualitative (maturity matrix) 

 

For banks, climate-related risks, green share and 2°C alignment indicators are based on quantitative 

assessment relying on loan by loan credit data and regulatory reporting. To this end, a specific assessment 

tool has been designed, which takes this data as input and computes risks, green share and 2°C alignment. 

This has been developed through a partnership with I Care & Consult. 

More details on the matrices & scoring for sector policies are available in our Methodological handbook. 

c) In terms of country and sectorial policies  

We have built, in cooperation with our partner and advisor iCare & Consult, climate-related physical and 

transition risks methodology as well as 2C alignment indicators for our risk assessment and further 

engagement and exclusion decisions.  

On the climate-related physical and transition risks.  

I Care & Consult has developed two methodologies to assess companies’ exposure to physical and 

transition risks. Both methodologies are based on the crossover between sectoral risk and geographic risk. 

For every economic sector, sectoral physical risks are assessed from sensitivity factors depending on each 

sector’s specificities: 

• the presence of tangible fixed assets (plants, warehouses, mines, etc.), 

• Sensitivity to air temperature variations, 

• dependence on energy, especially electricity, 

• Dependence on transport, especially road transport, 

• dependence on natural capital: ecosystems and water resources. 

Transition risks are composed of three separate types of risk: 

• Regulatory risk 

• Risk of consumer choice 

• Transition cost risk 
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The final physical and transition risks for a company are computed from the sectoral and geographical 

breakdown of its revenue. Regarding the 2°C alignment indicator, that one translates the impact of a 

company’s activities on global warming. The indicator is represented in the form of a temperature, which 

represents the increasing of the global average temperature by 2100 if every company behaved the same 

way as the analyzed company. 

There are 4 steps to measure the 2°C alignment of a company. For more details, please refer to our 

Methodological handbook.  

Through the assessment tool developed with iCare, Axiom assesses the physical and transitions risks and 

calculate the temperature of financial institutions based mainly on what is known as "secondary risk", i.e., 

the risk that comes from banks investments and loan portfolios, primarily based on their sectorial and 

geographical footprint. This means that the temperature of a financial institution will be based on the 

temperature of the underlying companies they are financing, themselves dependent on their sales and 

activities. That means Axiom AI is acknowledging the importance of applying a comprehensive assessment 

considering the broader value chain.  

Axiom’s goal is to have positive impact in terms of environmental matters on the various companies it 

indirectly invests in through the banking sector that finances them. 

3. Stewardship: Engagement and voting  

Stewardship is the concept where investors seek to promote the long-term success of companies in the 

benefit of the underlying beneficiaries namely, Axiom’s clients. We believe effective and proactive 

stewardship is key for achieving a more sustainable society. Axiom AI takes stewardship responsibilities 

seriously. We devote resources and efforts to ensure our clients’ assets are protected and enhanced over 

time.  

a) Engagement  

Axiom AI regularly engages with banks and insurance companies on matters related to their financial 

situations, their disclosures, their outlook, etc. Social and Governance have always been at the heart of 

our investments in financial institutions. There is a reason banks paid more than 800bn$ in fines since 

2008. We regularly engage with issuers and those topics have always been on the agenda.  

On an annual basis, Axiom conducts between 90 and 120 dialogues with top management and/or the 

investor relations department of potential and existing issuers. This includes roadshows and one-on-one 

meetings to which we are invited as well as several round tables and other events. 

We consider engagement as a change process where investors seek to improve investee companies’ 

practices. On the environmental aspect, our goal is threefold: 

• Promote the adoption of best-in-class disclosure on environmental matters. 

• Gain a better understanding of environmental risks institutions are facing. 

• Provide incentives to improve the environmental footprint of the loan books 

With our new Sustainable Financial Institutions funds suite and considering the very large discrepancies 

in the quality of environmental disclosures, Axiom AI will also specifically engage at least once a year with 
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all issuers on the above topics. This will take the form of yearly questionnaires sent to firms – possibly to 

initiate a discussion where we believe information is lacking.  

Our approach is based around long-term and constructive dialogue between two parties. We are 

emphasizing direct dialogue with companies on sustainability and governance issues that have or may 

have a material impact on long-term financial performance.  

Engagement priorities are determined based on our observation of global market developments and 

emerging ESG practices. Our engagements are led with the aim of leading a company to acknowledge the 

issue and improving its practices before risks materialize or opportunities are lost.  

Where necessary, we also engage in a reactive fashion following controversies or breaches of 

international norms such as the United Nations Global Compact. We will seek to meet and engage with 

representatives from all levels of the investee company. This includes the board, senior management and 

operational specialists, amongst others. 

 Below is a non-exhaustive list of key ESG issues which our engagement policy focuses on:  

• Climate change (Conventional & Unconventional oil & gas; 2C Alignment etc.) 

• Biodiversity (Water use, Palm Oil, Forestry/Wood Pulp, Agriculture and Other) 

• Environmental resource and eco-systems  

• Business ethics  

• Corporate governance and executive pay  

• Controversies and breaches of international norms 

• Other major controversies  

b) Voting  

Pursuant to Article 314-100 of the AMF general regulation, Axiom Alternative Investments has established 

a voting policy setting the conditions for the exercise of voting rights attached to the securities held by 

UCITS under its management. 

Our engagement and voting policy apply to all of our assets under management. That being said, our range 

of funds invested in equities is limited to a single fund managing 20 million euros i.e. 0.52% of our total 

assets as at mid-January 2020, the majority of which are bonds, with a moderate use of derivatives and 

CDS.  

We are cognizant that voting is an important part of the investment process and an opportunity to 

influence the company so voting rights are exercised above defined thresholds, expressed as a percentage 

of the number of outstanding shares of an issuer held by the mutual fund concerned. Axiom Alternative 

Investment may be required to vote when its shareholding falls below the thresholds only in exceptional 

situations where the defense of shareholders' interests is necessary.  

Our voting policy can be sent on request.  
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4. Conclusion 

Axiom AI believes the active consideration of ESG risks and opportunities is an important aspect of a 

comprehensive risk assessment allowing to derive long-term investment returns for our clients.  

Climate change is causing profound changes in the economic landscape through its physical impacts 

(droughts, extreme weather events) on the activities of companies and individuals, but also through its 

impacts linked to the economic transition to a low-carbon ecosystem.  

The consequences of this climate transition are characterized by the emergence of new economic risks 

and opportunities to which investors will have to submit to meet the high requirements of private 

financing imposed by the climate and ecological transition.  

Financial regulators and supervisors are aware about these mutations and therefore increase pressure on 

financial institutions so that they monitor their inherent climate-related risks.  

We believe ESG should be integrated for all asset classes. However, Axiom is a specialist in financial 

institutions. We currently invest a very substantial share of our assets under management in financial 

institutions and currently our ESG approach mainly applies to them and we will seek to expand our ESG 

research capacity in the future. 

As explained in our ESG policy and ESG Methodology Handbook, our policy has been specifically tailored 

to analyze financial institutions, which face very specific issues on ESG matters. 

For financial institutions, we use three main mechanisms to integrate ESG criteria: 

• Our in-house database, exclusions and tools dedicated to ESG, as described in our Methodology 

Handbook. 

• Engagement with management or investor relations teams to get additional information. 

• Information published in annual reports or other regulatory filings (such as TCFD or sustainability 

reports.) 

However, assessing climate risk borne by financial institutions is not enough. The ECB estimates that 

European banks finance most of the economy, unlike in the US where banks’ share is lower than 20%. 

“Greening” the European economy cannot be done without a contribution from the banks and without 

changing their own lending policies.  

In a much more modest way, Axiom seeks the same two goals: reduce the financial risk of the portfolio 

through a thorough ESG analysis and contribute to the greening of the economy. Our “sustainable 

financial institutions” funds must therefore include banks, insurers or financial services firms which 

rigorously assess and monitor their exposure to climate risks on one side and perform to actively 

contribute to the positive transformation of the economic system towards a greener economy. 

We also believe the link between firm performance and environmental, social, and governance (ESG) 

criteria have been well established academically. Therefore, Axiom’s Sustainable Financial Institutions 

funds will also benefit from our ESG policy, available on our website. 


