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Explanation of the report structure  
In August 2015, against the backdrop of an international wave of interest in climate change in the run-
up to COP 211, France passed into law its ambitious Energy Transition for Green Growth Act.  
Article 173(VI) of the Act effectively introduced the world’s first regulatory framework requiring financial 
organisations to make information available to clients on their management of climate-related risk and, 
more broadly, on the incorporation of environmental, social and governance (ESG) parameters into their 
investment policy.  

This transparency requirement is intended both to improve communication and to make financial 
organisations  more aware of issues and risks relating to the energy transition required in a more carbon 
constrained world.  

While Article 173 lays down no explicit obligations as regards to investment decisions, the law is 
intended to bolster the role of financial organisations in financing the transition to a low-carbon 
economy and to encourage better incorporation of ESG criteria into investment processes across asset 
classes. 

Some 18 months after going onto the statute book, the Act has already had a major impact on both 
investors and asset managers. AXA IM is convinced that it has added further impetus to the push for all 
those involved (investors and companies) to be more transparent about their climate impacts. 

 

This report describes AXA IM’s responsible investment initiatives. Its intention is two-fold: to comply 

with mandatory disclosure requirements related to the French “Article 173 VI” decree and to adhere to 

the voluntary disclosure recommendations of the Taskforce on Climate-related Financial Disclosures 

(TCFD). Each requires disclosure on separate yet complimentary aspects of sustainability and how these 

are systematically integrated into our investment processes. The TCFD focuses on climate-related risks 

and opportunities, while Article 173 pertains to Environmental, Social and Governance (ESG) 

considerations in addition to climate.  

 

To satisfy both, this report follows the TCFD structure, namely 1) Governance, 2) Strategy, 3) Risk 

Management, and 4) Metrics & Targets, and adheres to the TCFD’s general guidance for the financial 

sector and supplemental guidance for insurance companies and asset owners. Each section addresses 

ESG and climate in parallel with separate commentary for investment and insurance activities.  

For Metrics & Targets, proofs of concept on climate related KPIs have been performed on the basis of 

AXA Group’s investments which represent 59% of AXA IM’s total assets under management2. Climate 

risks & opportunities metrics as well as warming potential simulations have been performed for AXA 

Group TCFD-Article 173 report, available on www.axa.com. 

  

                                                      
1 The 2015 United Nations Climate Change Conference, COP 21 was held in Paris, France, from 30 November to 12 December 2015. 
2 As of 31/12/2018. 
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1- Governance  
 

Our Philosophy

The world is currently facing huge challenges, 

including climate change and social inequality. 

AXA IM believes that, in this context, 

developing sound responsible investment (RI) 

expertise is no longer an option but a necessity. 

Accordingly, AXA IM is actively engaged in an 

approach of progressively incorporating ESG 

(environmental, social and governance) factors 

into each area of management expertise, and in 

the development of a range of innovative 

responsible- and impact-investment products.  

AXA IM has been involved in responsible 
investment for more than 20 years and believes 
that being a responsible asset-management 
company is crucial to our long-term success. We 
believe that ESG factors can influence, not just 
the management of investment portfolios across 
all asset classes, sectors, companies and regions, 
but also a range of interests affecting clients and 
other stakeholders.  

Our investment philosophy is based on the 
conviction that sustainable development issues 
are a major  

concern for the coming years. We believe that 
combining fundamental ‘non-financial factors’ 
with traditional financial criteria will help us build 
more stable portfolios that perform better over 
the long term. The non-financial approach has 
become a necessity in more ways than one:  

1. It is instrumental in removing companies from 
portfolios when they cause exposure to high 
levels of ESG risk, which would ultimately 
affect financial performance  

2. It focuses on companies that have 
implemented best practice in regard to 
managing their environmental impacts, 
governance and social practices, and whose 
responsible practices leave them better 
prepared, in our view, to meet the major 
challenges of the future 

3. It enables improved performance by means of 
active dialogue with companies on managing 
ESG concerns around investments and limiting 
our clients’ exposure to reputational risk 

 

 

RI Governance committees 

Management Board (MB) 

The AXA IM MB reviews annually the strategy 

on climate change and responsible investment 

in general.  As part of this discussion, targets 

are discussed around how to ensure ESG 

integration is implemented across all asset 

classes so that tools are available, understood 

and utilised by investment professionals to 

better assess risks and opportunities on ESG 

issues.  This exercise includes specific training 

of investment teams on the quantitative and 

qualitative tools for measuring ESG risks and 

opportunities.  Climate change scenarios are 

also discussed on an on-going basis including 

with third party providers where we have a 

multi-year project to improve the usability of 

climate change scenarios in order to better 

assess investments in line with a 2°C scenario. 

RI Strategic Committee 

The RI Strategic Committee is the leading body in 

charge of defining AXA IM’s strategy with regards 

to Responsible Investment and monitoring its 

delivery. It reports to the AXA IM Management 

Board. 

Engagement and Monitoring Committee 

The ESG Engagement and Monitoring Committee 

is the body in charge of ensuring views developed 
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on controversies and ESG engagement topics at 

investment team and RI team levels are discussed 

collegially, considering possible implications for 

AXA IM. The Engagement and Monitoring 

Committee meets on a quarterly basis and 

reports to the AXA IM RI Strategic Committee. 

Scoring, Methodologies and RI Processes Committee 

The Scoring, Methodologies and RI Processes 

Committee is in charge of supporting the 

development of a robust ESG integration 

framework across AXA IM, through scoring 

methodologies, quantitative tools and solutions, 

reporting and associated processes (including IT 

and Data). It acts as a gatekeeper for AXA IM ESG 

scoring methodologies. This Committee reports 

to the AXA IM RI Strategic Committee.  

Climate Governance 

One dedicated person is in charge of the Climate 

Strategy within the Responsible Investment team 

and coordinates the climate initiative across AXA 

IM between various stakeholders (investment 

platforms, sales persons, product specialists, risk 

management) as well as with AXA Group. This 

initiative, AXA IM Climate Taskforce, leads the 

climate topic throughout the organisation and 

animates the set-up of both quantitative and 

qualitative frameworks (transition risks, physical 

risks, portfolio alignment tools, green share 

measurement, engagement sector 

questionnaires …). The Climate Taskforce is 

advising the RI Strategic Committee on climate 

topics. It is also covering the green finance topics 

for the RI Research Committee and is 

contributing to the Engagement and Monitoring 

committees as part of AXA IM’s Climate 

Stewardship activities. 

RI Research Committee 

The Responsible Investment Research Committee 

is a pillar of AXA IM Responsible Investment 

governance, which focuses on sharing views 

developed at investment team levels on 

environmental, social and governance (ESG)-

related research conducted at AXA IM level and 

ensuring coordination. It reports to the AXA IM RI 

Strategic Committee and to the AXA IM Editorial 

Committee.  

 

 
Our responsible investment policies 

As a responsible investor, AXA IM has 
implemented a number of policies ruling out 
certain activities. All of our investments benefit 
from AXA IM’s policy of ruling out coal, 
controversial weapons, agricultural derivatives 
and palm oil not certified by the Roundtable on 
Sustainable Palm Oil (RSPO). For more 
information about the specific policies please 
visit our website. 

                                                      
3 https://particuliers.axa-im.fr/content/ -
/asset_publisher/KK9o3UhZ13iY/content/politique-de-gouvernance-d-
entreprise-et-de-vote/24052 

https://particuliers.axa-im.fr/nos-documents 
(FR) 

AXA IM’s voting and engagement policy can be 
found here (FR)3 

https://www.axa-im.com/responsible-
investing/sector-investment-guidelines (ENG) 

 

  

https://particuliers.axa-im.fr/content/-/asset_publisher/KK9o3UhZ13iY/content/politique-de-gouvernance-d-entreprise-et-de-vote/24052
https://particuliers.axa-im.fr/content/-/asset_publisher/KK9o3UhZ13iY/content/politique-de-gouvernance-d-entreprise-et-de-vote/24052
https://particuliers.axa-im.fr/content/-/asset_publisher/KK9o3UhZ13iY/content/politique-de-gouvernance-d-entreprise-et-de-vote/24052
https://particuliers.axa-im.fr/nos-documents
https://particuliers.axa-im.fr/content/-/asset_publisher/KK9o3UhZ13iY/content/politique-de-gouvernance-d-entreprise-et-de-vote/24052
https://www.axa-im.com/responsible-investing/sector-investment-guidelines
https://www.axa-im.com/responsible-investing/sector-investment-guidelines
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1.1 AXA IM RI governance 

 

Human resources 
Since 1997, AXA IM has been investing 
significant resources in building its Responsible 
Investment team, which now comprises 15 staff. 
The Responsible Investment team works with 
our various management platforms on 
incorporating ESG factors into our investment 
processes. Our RI team’s range of knowledge 
and know-how covers research into ESG, 
quantitative analysis, engagement and 
controversy- 

monitoring, as well as any legal issues around 
corporate governance. 

The Responsible Investment team works 
together with the RI representatives in each 
asset-management  

platform, which adds up to a Responsible 
Investment community totalling almost 30 
people. Internal research by the RI team is 
combined with external research by rating 
agencies for calculating ESG scores, which are a 
source for ESG integration in investment 
platforms and the development of responsible 
investment funds. By combining external 
research with our ESG-analysis expertise, we can 
introduce greater conviction and relevance to 
the ESG information collected by the market 
and adapt it to AXA IM’s philosophy. 

Technical resources 
The RI team bases its analysis models on a range of internal and external data sources: ESG-rating 
agencies, broker research, and company and press publications. 
 

SUPPLIERS  STRENGHTS / EXPERTISE  ADDED VALUE  Scores and 
Research 

 Raw Data 
and KPIs 

          

Beyond 
Ratings 

 Expertise in Climate analysis  Climate research for Sovereign 
assets 

 ṉ  ṉ 

         

Bloomberg  Full range of ESG services  ESG KPIs used for investment 
and reporting purposes. 

 

  

 ṉ 

         

Carbon 4  Offers a climate risk package  Measures the carbon impact of 
investments 

 ṉ  ṉ 
         

Carbon Delta  Expertise in Climate analysis  Climate research for Corporates  ṉ  ṉ 
         

ISS - Ethix  Expertise in Governance analysis  Ethical filters and controversial 
weapons 

 ṉ    
         

ISS - Oekom  Expertise in Impact analysis  Impact research and UN SDG 
alignment assessment 

 ṉ    

         

MSCI  

Full range ESG research: risks and 
opportunities approach, key aspects 
by sector, strong experience in 
governance matters 

 
Specialist in governance and 
environmental analysis, broad 
coverage (8000 issuers) 

 ṉ  ṉ 

         

Sustainalytics  Wealth of expertise in monitoring 
controversies 

 Leading analyst of controversies 
and reputational risks 

 ṉ  ṉ 
         

Trucost S&P  Strong expertise in carbon-footprint 
measurement 

 Full range of quantitative 
environmental KPIs 

 
  

 ṉ 
         

Vigeo-EIRIS  Strong expertise in social issues and 
European small & mid cap 

 

Methodology based on analysing 
stakeholders from the 
leadership, implementation and 
results perspectives 

 ṉ    
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We also collect raw quantitative data (percentage of women on the Board of Directors, percentage of 
renewable energy, training budget as a proportion of payroll, employment trends, etc.) through our 
brokers, our data platform Bloomberg – and our direct contacts with companies. 

These various sources of information are incorporated into the functionalities of RI Search, our 
proprietary platform, which distributes it to all AXA IM front office systems. The managers have an 
ESG-rating grid, based on a scale from 0 to 10, for over 7000 companies, along with research 
conducted internally on those issues, AGM results, etc. 

 

2- Strategy  
 

2.1 ESG Integration 

Our ambition: to incorporate ESG throughout our investment process 
 

Our commitment to developing responsible 
investment dates back to 1998 and the first 
dedicated RI mandate at AXA IM. AXA IM 
ensures that its RI knowledge is shared widely 
within the firm. From the outset, we have been 
convinced that RI is of great significance to all 
investments, and that the attention given to ESG 
matters must be spread across and incorporated 
into all asset classes and specialist investment 
teams.  

AXA IM’s ambition is to incorporate and follow 
ESG criteria in its various investment strategies; 
to develop specific, innovative and pragmatic RI 
and impact-investment4 funds; and to put in 
place RI solutions for our clients. 

Over the years, AXA IM has developed an 
approach and an offering capable of meeting all 
our clients’ needs, geared to their sensitivity: 

Á Systematic accounting for the most material 
exposure risk types 

Á Incorporation into our management processes 
Á Specialist- or impact-management strategies 

 

That ambition has been guiding our determined 
and methodical development of skills in this 
area for some two decades. 

The most concrete expression of this ambition is 
our proprietary ESG platform, RI Search, 
launched in 2008 and continuously adapted and 
evolved to represent the best means of, 
aggregating and distributing ESG data for our 
investment teams. 

AXA IM managers are now able to incorporate 
ESG aspects into their underlying investment 
processes, by applying a series of methods 
proposed by AXA IM’s RI team, in line with our 
clients’ demands. To achieve that, we ensure 
AXA IM’s specialist investment teams enjoy 
direct access to all our ESG research and ESG 
analysts. 

 

                                                      
4 That have a positive social impact. 
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Source: AXA IM on 31/12/2018 

Award granted by the French Environment Ministry. 

Reference to past ranking and awards is no guide to future rankings and awards. This information is inherently subject to change. 
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ESG approaches: embedded, integrated and sustainable invested assets  
 

In 2008, AXA IM decided to incorporate 
environmental, social and governance criteria 
into all of its analyses of issuers or issues, and 
their management processes. We made that 
decision because we believe that companies 
which ensure they are responsible and 
sustainable are more profitable than those 
which do not. As a result of that decision, we 
had to take on more members of the ESG team, 
develop IT tools and go further with integration, 
using training specific to each management 
team. 

ESG embedded 

Now, embedding ESG factors features alongside 
simplicity of offering and sustainability as one of 
the three fundamental principles of the AXA IM 
brand, covering EUR 690 bn in assets. 

For the sake of clarity, it should be noted that 
the embedded ESG funds do not integrate ESG in 
their investment decision process, but apply ESG 
filters respecting certain principles as defined 
below. 

What does this mean for clients? 
Every time that an institutional client, private or 
distributor, entrusts the management of its 
portfolio to us, the client is part of our ESG 
embedded culture. This consists of: 

Á Ruling out the following controversial 
activities: companies producing cluster and 
depleted-uranium bombs, producers of palm 
oil that is not RSPO-certified, agricultural 
derivatives and, lastly, companies that 
generate over 50% of their turnover from coal-
based electricity generation or from coal 
extraction. Those are automatically ruled out 
for all our funds, except where a client 
requests otherwise in relation to ruling out 
something not covered by the regulations. 
Index funds5, structured funds6, funds of funds, 
external vehicles and assets under 
management as a joint venture7 do not fall 
under the scope of the RI policy. 
 

                                                      
5 A fund seeking to replicate a benchmark index as closely as possible 

6 Structured funds are an alternative investment vehicle that is both high-return 

and original, in comparison with traditional securities. 

Á Moreover, all managers have access to the ESG 
scores and research produced by the 
Responsible Investment team through their 
front office tools.  

 

Á For equity funds, we actively exercise our 
voting rights and play a part, collectively or 
individually, in engagement processes. The aim 
is to influence companies’ practices as soon as 
we have identified pathways to improvement 
as regards the various ESG issues. We maintain 
an active dialogue with the companies that we 
have in our portfolio, both directly, through 
our portfolio managers, and at the level of our 
Responsible Investment team.  

 
Á In line with Article 173 of the Energy Transition 

for Green Growth Act, we have made ESG 
reporting standard procedure for all funds sold 
in France, which enables clients to have 
additional information on their portfolio’s ESG 
performance, to discover the ESG issues for 
the main positions in their portfolio and to 
assess changes to the ESG indicators. We have 
also enhanced our reporting, with a climate 
section that details the CO2 emissions 
associated with investments held in a 
portfolio, and the portfolio’s contribution to 
activities that support the energy transition.  

ESG integration 

!·! La tŀǊƛǎΩ ŦǳƴŘǎ ƻǳǘǎǘŀƴŘƛƴƎ ŀǘ омΦмнΦнлму 
taking into account ESG criteria in their 
investment decision process, represents 62% of 
the total amount of outstanding funds managed 
by the Management Company. 

ESG integration ensures that investment 
managers proactively identify ESG risks and 
opportunities and take account of these 
elements in the investment process and at the 
level of investment recommendations.  It also 
includes the monitoring of ESG scores and ESG 
key performance indicators.  

7 A joint venture is an agreement between two or more companies that agree to 

jointly pursue a specific goal for a limited period. 
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To support investment decisions, the 
Responsible Investment team meets every 
month with the managers of the various 
investment platforms to discuss the ESG issues 
most relevant to each sector, to identify the 
winners and losers on each of these issues, and 
to direct ESG progress within each portfolio.   

One of the successes of this process of 
incorporating ESG into AXA IM is reflected in the 
recent decision for Rosenberg, our quantitative 
management platform, to systematically 
incorporate ESG criteria into the modelling for 

all its portfolios. A list of all ESG integrated funds 
can be found within the ESG MIFID 
Transparency Code document, available on our 
website. 

Sustainable investing assets 

In addition to being ESG integrated, our 
Sustainable Investing assets have a clear ESG 
objective and measures ESG key impact 
indicators included in reporting. Within this 
segment, covering EUR 18bn of assets* , are our 
impact funds and SRI labelled funds.

 

 

Source: *AXA IM on 31/12/2018 

AXA IM Joint Ventures have a specific approach with regards to ESG scoring and stewardship 

 

ESG methodologies & tools 
Analysis of the ESG quality of corporate and 
sovereign issuers is guided by an in-house 
methodology. The ESG criteria are determined 
by AXA IM’s RI team, using a mix of qualitative 
and quantitative perspectives.  
 
Corporate issuers 

                                                      
8 United Nations  initiative launched in 2000, with a view to encouraging 

companies worldwide to adopt a socially responsible stance, by committing to 

For companies, we have developed a three-

pillar and six-factor frame of reference that 

covers the main issues encountered by 

businesses in the environmental, social and 

governance fields. The frame of reference draws 

on fundamental principles, such as the United 

Nations Global Compact,8 the OECD Guidelines, 

International Labour Organisation conventions, 

incorporate and promote a number of principles as regards human rights, 
international labour law and combating corruption. 

https://en.wikipedia.org/wiki/United_Nations
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and other international principles and 

conventions that guide companies’ activities in 

the field of sustainable development and social 

responsibility. The same analysis methodology is 

applied to the equities and corporate bonds of 

all companies. The final ESG rating also 

incorporates the concept of industry-dependent 

factors and deliberately differentiates between 

sectors, so as to overweight the most material 

factors for each industry. Materiality is not 

limited just to impacts relating to a company’s 

operations, but also to the impacts of its 

stakeholders and the underlying reputational 

risk arising from a poor grasp of major ESG 

issues. 

The ESG analysis model for companies 
considered by the RI analysts is the following:   

ESG-analysis model 

AXA IM’s frame of reference for analysis is built 
on three pillars: environmental, social and 
governance. 

For each pillar, key themes have been identified. 
Those themes comprise six factors, which are 
then divided into 13 sub-factors.  

 
Source: AXA IM 

 

Selection of external ESG-data suppliers  

An in-depth analysis has been conducted into 
ESG-data suppliers to select the most relevant 
information. 

The results of this study led to the selection of 
three rating agencies (MSCI ESG Research, 

Sustainalytics, Vigeo-Eiris) and the activation of 
53 raw scores. 

Raw score calculation  

Each factor and sub-factor of AXA IM’s 
corporate ESG frame of reference has raw 
scores fed into it, obtained from our partner 
rating agencies using a proprietary allocation 
matrix. Having standardised the necessary data 
to take account of the specifics of each source, 
they are aggregated, and a score range from 0 
to 10 is calculated for each factor and sub-
factor. 

The processing of controversies is an entirely 
separate stage; the most material controversies 
automatically result in a lower ESG score. 

Companies’ ESG evaluations are updated every 
six months. The list of criteria and sectorial 
weighting matrix that apply to the various ESG 
sub-criteria are regularly reviewed for a better 
grasp of the most significant issues for each 
sector and for identification of the data 
suppliers that best match up with the sectorial 
analysis frame of reference. The goal is an ESG 
score that best reflects the Responsible 
Investment team’s ESG-analysis convictions and 
each issuer’s intrinsic ESG quality. With that in 
mind, we ensure that the most serious 
controversies are monitored, and we factor an 
equal weighting to Corporate Governance 
factors whatever the sector because of the 
strong materiality of this criteria and the 
increased ambition of AXA IM on engagement 
purposes.  

Each sphere of investment has been broken 
down into 16 sectors, with the classification 
combining a rationale that is both ESG and 
financial.  

An unadjusted ESG score is calculated as the 
weighted average of each sub-factor of the AXA 
IM corporate ESG frame of reference, with the 
weighting varying from sector to sector on the 
basis of a proprietary weightings table. 

Adjustment of the overall ESG score 

The sphere of investment is split into four 
regional groups:  North America, developed 
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Asia/Pacific, developed Europe and emerging 
economies.  

Within each group, the overall ESG score is 
standardised on a scale from 0 to 10 (0 for the 
worst score, 10 for the best). 

This balanced apportionment of scores ensures 

better interpretation of the issuer’s ESG score, 

which could translate to five RI-quality bands 

(poor, below-average, average, above-average 

and high). 

 

Sovereign issuers  
For governmental and quasi-governmental 
issuers, we have also developed a country-rating 
model based on data from public bodies, such 
as the World Bank, the OECD and the UN. We 
currently cover around 100 countries, 
developed and emerging. This approach makes 
countries’ ESG appraisal central to the notion of 
sustainable development. Key issues, such as 
the country’s stance on the major climate, social 
and political risks are assessed, taking account 
of each nation’s direction of travel and progress 
over the long term. 

The ESG analysis criteria for sovereigns 
considered by the RI analysts are:       

These nine factors are based on approximately 
50 ESG indicators such as:  

For environmental: CO2 emissions in relation to 
population and economic activity, the energy 
mix,9 renewables and pressure exerted on 
natural resources (water, forests, etc.). 

For social: population ageing, life expectancy, 
Gini coefficient10 of income distribution, risk of 
poverty, the Programme for International 
Student Assessment11 and the youth 
unemployment rate. 

For governance: World Bank’s indicators 
(democracy, effectiveness of laws, rule of law, 
                                                      
9 Distribution of the various primary energy resources consumed for the 
production of various energy types. 
10 The Gini coefficient, according to the French Statistics and Economic 

Studies Institute (INSEE): The Gini coefficient is an indicator summarising 
wage inequality. It ranges from 0 to 1. It is 0 in a situation of perfect 
equality, where all wages, incomes and living standards are the same. At 
the other extreme, it is 1 in a situation of the greatest possible 
inequality, where all wages, incomes and living standards, except for 

political stability, corruption control, etc.), but 
also the ease of doing business index (World 
Bank) and the proportion of the national debt 
left to future generations.  

 

Source: AXA IM 

 

Calculation of ESG scores and standardisation by ESG-

maturity level 

We calculate standardised scores for each ESG 
indicators relative to its group of countries: 
mature or progressing. 

The score for each ESG indicator consists of a 
static and a momentum part. Thus, we can use 
the ESG score to differentiate countries 
according to their profile (static note) or to their 
risks and opportunities (momentum note). 

Each ESG indicator score is equally weighed 
within a factor. Each factor is equally weighed 
within the 3 pillars and each pillar is equally 
weighed to build the final ESG score. By doing 
so, our model is neutral regarding ESG pillars. 

Countries are rated on a scale from 0 to 10 (0 
for the worst score, 10 for the best). 

 

one, are zero. Between 0 and 1, the higher the Gini coefficient, the 
greater the inequality. 
11 Study conducted by the OECD since the start of the 2000s to assess 
the level of 15-year-old students and, therefore, to measure the 
performance of the education systems of the Organisation’s 34 member 
countries. 

https://en.wikipedia.org/wiki/Primary_energy
https://en.wikipedia.org/wiki/Energy
https://en.wikipedia.org/wiki/OECD
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Real Assets 
ESG-approach  

As one of the world’s largest real asset managers, we are 
in apposition to take actions which could have 
meaningful, tangible, and measurable impact.  

Our goal is to enhance the value of assets we 

manage on behalf of our clients by adopting a 

proactive approach to responsible investment. 

We fully integrate ESG criteria into our 

investment decisions and advise clients on both 

financial and non—financial risks and 

opportunities.  

Our ESG approach is based on three pillars: 

Decarbonisation, Resilience, and Building Tomorrow. 

First, we seek to reduce the environmental 

impact of the assets we manage, aligning 

performance with targets to limit global 

temperature rises. Second, we adapt our assets 

to protect their value in face of physical and 

transitional risk. Third, we actively seek 

opportunities for impact inbuilding the 

foundations of tomorrow’s world.   

In order to achieve these goals we have put in 

place a number of tools and methodologies to 

assess the ESG performance for each of our real 

asset investment strategies (Real Estate, CRE 

Debt and Infrastructure Debt) 

 

Some tools available to our real asset teams 
include: 

Á Environmental certifications: the goal of our 
2030 vision – launched in 2015 – is to have 
75% of our assets under management certified 
by 2030. 
Á ESG ratings: Methodologies for calculating the 

ESG score of each asset or loan. Using a 
questionnaire approach, we can identify the 

risks and opportunities of each asset, taking 
sector-specific ESG issues into account. 
Á ESG action plan: an action plan based on a 

number of questions intended to improve each 
asset’s ESG performance and carbon footprint 
(Real Estate only). 
Á ESG Tool: the measurement of an asset’s 

environmental and social impact. Via our web 
platform dedicated to the gathering and 
monitoring of key ESG performance indicators 
from our property managers, we calculate the 
ESG footprint every year (energy consumption, 
CO2 emissions, water consumption, ESG 
scores, etc.). 

ESG-criteria selection 

Direct Property 

 E S G 

Property Energy 
performance, 
environmental 
certification, 
carbon 
footprint, 
water 
consumption, 
waste 
management, 
etc. 

Health and 
safety risks, 
accessibility, 
engagement 
with 
stakeholders, 
etc. 

Transparency, 
management 
with 
stakeholders, 
green lease, etc. 

Property 
manager 

Same approach as the corporate framework, page 8. 

Country Same approach as the sovereign framework, page 9. 

 

The ESG assessment for direct property is a 
three-level approach taking into account the 
performance of the physical asset, along with 
the property manager and country. The 
environmental, social and governance factors of 
each level have been weighted according to our 
propriety methodology to produce the final 
output score. 

 

 

Private debt  
For the asset classes of commercial property 
loans and infrastructure-related debt, non-
financial criteria are taken into consideration at 
the purchase stage. A scoring methodology 
specific to those two asset classes has been 

developed for the purpose of allocating an ESG 
score taking into account some 20 criteria. The 
approach has been developed in line with direct 
property and makes it possible to put a value on 
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the financing of assets of high environmental 
quality that enjoy environmental certification,  

or the financing of infrastructure projects in 
sectors that are in accordance with the United 
Nations’ Sustainable Development Goals. 

 

 

 

2.2 Climate Strategy 

Supporting the TCFD framework  

Climate change is one of the biggest threats facing 

society today. As highlighted by the United 

Nations, the impact of rising greenhouse 

emissions can severely disrupt economies, costing 

both people and communities dearly. Immediate 

action is required if the most catastrophic 

damages are to be avoided. The 2015 Paris 

Agreement was a decisive step in this regard. It 

has delivered a global consensus on the need to 

dramatically curb worldwide emissions and 

achieve carbon neutrality. Signatories committed 

to ensuring that the global temperature remains 

less than 2°C above its pre-industrial levels this 

century. Significantly, they recognised that the 

increase can be no more than 1.5°C if we are to 

avoid the most severe impacts. 

However, many countries’ climate pledges are still 

falling short of reaching this target. As active 

investment managers, our decisions can affect 

positive change. We are deeply committed to 

tackling the impact of climate-related risks and as 

a large investor we have a role to play in limiting 

global warming. Therefore, we believe it is our 

duty to provide the relevant expertise to help our 

clients better understand climate change and how 

it may impact their portfolios and support them in 

adapting their investment decisions accordingly.  

As shareholders, it is also our responsibility to 

engage with companies to encourage them to not 

only take better care of the environment but help 

improve public health and working conditions too. 

                                                      
12 See AXA Investment managers study, “Coal Phase Out: The 
investment case”, 2019, Lise Moret and Kathryn Macdonald 

Today our climate change policy is fully aligned 

with the framework proposed by the Task Force 

on Climate-related Financial Disclosures, and is 

evidenced by our commitment to sector and 

international initiatives related to the 

environment such as the UN Principles for 

Responsible Investment (PRI), the Institutional 

Investors Group on Climate Change (IIGCC) and 

the Carbon Disclosure Project (CDP). 

Stranded assets risks mitigation and Focus on 

Engagement 

We have been involved in responsible investing 

for more than two decades and as part of our ESG 

integration process, we exclude firms which fail to 

meet certain climate change criteria. For example, 

coal is widely available to a large proportion of the 

world’s population and is relatively low-cost. 

However, it is also the most carbon-intensive 

energy source on the planet and generates a very 

high level of polluting emissions.12 While we 

acknowledge that political and economic realities 

vary from one country to another, ultimately its 

use needs to be constrained if we want to achieve 

the 2˚C commitment.  

In December 2017, AXA IM extended its existing 

stance on coal (divestment from companies 

exposed at more than 50% of their revenues to 

coal) in the form of a new in-house climate risks 

policy applicable for ESG open-ended funds and 

on an ‘opt-in’ basis for all third-party clients for 

their dedicated funds and mandates.  

Companies have a wide range of exposure to coal. 

Below, AXA IM has listed three measures of coal 

https://www.fsb-tcfd.org/
https://www.fsb-tcfd.org/
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exposure in which a company can be assessed. 

This proprietary framework combines various 

criteria, including relative and absolute measures, 

backward-looking performance data and forward-

looking assessments. We adopt quantitative data 

sets and qualitative analysis. This methodology 

highlights emblematic names for engagement.  

Our investment portfolios exclude electric power 

generating utilities and mining companies that are 

not credibly demonstrating a commitment to 

energy transition - and which are also: 

1. Strongly dependent on coal for revenues 

and/or electric power generation mix 

(revenue/power mix of more than 30% to 

thermal coal) 

2. Largely contributing to coal output (especially 

coal mining production of more than 20MT) 

3. Significantly expanding their coal output 

capacity (coal capacity expansion of more 

than 3000MW) 

The principles of the AXA IM Climate Risks Policy 

are available here (ENG) and here (FR). 

However, AXA IM will hold businesses in our 

portfolios which have coal exposure but are 

showing an ability to evolve their energy mix - 

and move towards a strategy which can support 

global goals for a cleaner, low-carbon future. 

This includes engagement with diversified 

players with low coal dependency, a minimal 

contribution to global capacity or limited 

expansion plans. 

Forward-looking: Measure investments exposure to 

Climate risks & opportunities  

We firmly believe that responsible investment 

not only delivers sustainable, long-term value 

for clients, but it can also have a positive impact 

on society. This is why for the past 20 years we 

have heavily invested in both quantitative and 

qualitative resources to support the 

incorporation of ESG criteria into our 

investment processes, including the 

development of proprietary ESG scoring 

methodologies.  

We have a long lasting experience in the 

construction and testing of carbon risk 

measurement and  have applied Article 173 - 

France’s climate risk reporting law - since 2015, 

providing regular reporting on how ESG factors 

are integrated and measured in our funds. 

Starting in 2018, we continue to prototype 

reporting frameworks on new climate indicators 

covering both corporate and sovereign 

investments with forward-looking metrics such 

as portfolio temperature, climate risks resilience 

assessment and contribution to the energy 

transition KPIs. Our hope is that the selection of 

metrics and set-up of climate frameworks can 

be achieved by building up constructive 

collaboration with a consortium of external 

experts such as Trucost-S&P, Carbon Delta and 

Beyond Ratings. Combined with our active 

stewardship and climate engagement strategy 

of constantly and actively dialoguing with 

companies most at risk, AXA IM climate 

exposure assessment capacity can help portfolio 

managers further integrate climate risks and 

opportunities into portfolios strategies. In 2019, 

we will continue improving the knowledge and 

disseminate these tools across our investments 

platforms. 

On the governance side, AXA IM has been active 

in its public advocacy in 2018, for example in 

supporting AXA Group along the various 

consultations of the EC sustainable finance 

action plan. We are particularly active in 

promoting the International Capital Market 

Association’s Green Bond Principles and are a 

member of its Executive Committee. 

 

https://www.axa-im.com/documents/20195/607489/AXA+IM+Climate+Risks+Policy_+May+2019.pdf/be275f37-5014-437e-3475-d5d7e40555f3
https://particuliers.axa-im.fr/content/-/asset_publisher/KK9o3UhZ13iY/content/politique-de-risques-climatiques/24052
https://particuliers.axa-im.fr/fr/article-173


 
17 

The NDC dynamics: time horizon of climate action 

 
Key Climate Dates for the World Economy 

The Paris Agreement binds parties to limit warming to well below 2°C compared to pre-
industrial levels by 2100. The vast majority of current NDCs have 2020 to 2030 as their stated 
compliance period. NDCs expressed to 2050 are scaled back to 2030 in our modelling. The 2018 
UNEP Gap Report estimates that implementing the unconditional NDCs would lead to a mean 
global temperature of around 3.2°C, and analysts estimate that a “BAU world” (NDCs not 
implemented) would produce at least +4°C. The period between 2018 and 2030 is considered 
a critical window for political action for the 2°C target to be within reasonable reach (i.e. 
achievability at the lowest cost with current technology).  
 

 
Source: Carbon Tracker 

 
An Emissions Pathway for the World 
In 2018, human-induced warming already reached a global average of about 1°C above pre-industrial 
levels13. The world’s emissions curve must peak before 2050 and follow a downward trend to reach 
carbon neutrality by the second half of this century. Carbon neutrality or “net zero” emissions involves 
striking a balance between anthropogenic emissions by sources and removals by sinks. At this point in 
the century, the world would have phased out most CO2 emissions and would be employing methods 
that capture and store the remaining low levels of emissions (offsetting) as well as the CO2 in the 
atmosphere from the build-up of historical emissions. Green technologies are instrumental in achieving 
this decarbonization pathway.   
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Carbon performance of investments, Transition 
risks, contribution to the energy transition and 
warming potential 

i) To assess exposure of investments to climate 
risks, carbon footprinting is a key starting 
part of the puzzle.   

The calculation of financed emissions has been a 
long technical debate in the market.  

AXA IM has a long experience in measuring the 
carbon performance of its clients’ investments. 
Partnering with Trucost, AXA IM has been 
calculating the carbon intensities of portfolios in 
a dedicated climate section of portfolios 
prototype RI Impact report (Carbon 
performance is also now calculated over a large 
scope of portfolios and relatively to their 
benchmark on a systematic basis in the B2B and 
B2C reports). Carbon intensity of portfolio 
relative to benchmark are analysed by 
distinguishing between a sector allocation effect 
and a issuer selection effect. Carbon intensities 
are performed focusing on both direct emissions 
(scope 1), emissions from electricity suppliers 
(scope 2) and from business travel (scope 3). 
The very next subject about carbon 
performance analysis will be about integrating 
scope 3 emissions at a larger extent considering 
in particular emissions from the use of products. 

 

ii) Contribution to the energy transition and the 
calculation of the green share gives the 
exposure of investments to green 
technologies. 
 

The green share has been defined as the 
average revenue percentage of companies in 

portfolio exposed to green activities. Using 
Trucost business mix allocation database a 
combination of Climate Bond Initiative and the 
French Greenfin (TEEC) label taxonomy. This 
metric currently provides an understanding of 
how a portfolio is exposed to core green 
activities (namely renewables). Next discussions 
at the European level (EC Sustainable Finance 
action plan) will encourage the development of 
new tools and solutions to go beyond core 
green activities and cover other activities such 
as energy efficiency, activities in transition. 

 

iii) New metrics and concepts are arising. 
Warming potential is one of the potential 
‘game changing’ metric combining both 
climate risks and opportunities exposure 

Since 2016 when AXA Group won the climate 
reporting awards organized by the French 
government, AXA IM has supported the AXA 
Group in measuring the alignment of its 

investments with 2£C scenarios as well as 
some exploratory assessment of transition and 
physical risks: 

 
Transition risks 
Transition risks are often associated to carbon 
regulation. Costs of carbon regulation and 
disruption are the extra charges for an emitting 
company arising from public policies 
strengthening. On listed corporate investments, 
we measure transition risks exploring the tools 
developed by Carbon Delta (Carbon Value at 
Risk and regulation costs in % of total revenues). 
Transition risks may also be reflected by the 
share of brown assets / sectors in the overall 
GDP for sovereign investments.
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Physical risks 
The potential costs to the overall economy of 
climate change damages could equate up to 5% 
of the GDP growth according to the last IPCC 1.5

£C report. 

AXA IM work on physical risks is exploratory and 
can be categorized in three parts: 

1. Assessment of real assets portfolio exposure 
to climate risks across AXA Group’s 
investment using insurance risk management 
natural catastrophe models. 

2. AXA Real Assets partnering with Eureka Asset 
Management – a recently acquired Australian 
company - and Deloitte on physical risks 
assessment of cities in Australia and Asia. (In 
further detail on page 37.) 

3. Assessment of listed Assets physical risks 
costs exposure using Carbon Delta extreme 
weather events costs. 

 

Warming potential 

Running scenario analysis and measuring 
alignment of portfolios with the Paris 
agreement goal below 2°c pathway is a key 
recommendation of the TCFD Framework 
(Strategy – c). Working along with Carbon Delta, 
AXA IM’s climate expertise has run some 
preliminary analysis upon AXA Group’s 
investments. Although the methodology is not 
fully ready yet for strategic implementation in 
portfolio management guidelines, the Climate 
initiative is continuing testing and improving the 
set-up of a meaningful alignment metric. 

 

 

How are άǘǊŀƴǎƛǘƛƻƴέ ŀƴŘ άǇƘȅǎƛŎŀƭέ ŎƭƛƳŀǘŜ Ǌƛǎƪǎ defined?  

 

According to the TCFD, companies may face “transition” and “physical” risks: 

¶ “Transitioning to a lower-carbon economy may entail extensive policy, legal, technology, and market 

changes to address mitigation and adaptation requirements related to climate change. Depending 

on the nature, speed, and focus of these changes, transition risks may pose varying levels of financial 

and reputational risk to organizations.” 

¶ “Physical risks resulting from climate change can be event driven (acute) or longer-term shifts 

(chronic) in climate patterns. Physical risks may have financial implications for organizations, such as 

direct damage to assets and indirect impacts from supply chain disruption. Organizations’ financial 

performance may also be affected by changes in water availability, sourcing, and quality; food 

security; and extreme temperature changes affecting organizations’ premises, operations, supply 

chain, transport needs, and employee safety.” 

 

These definitions are used by numerous organizations, and frequently referred to in this report. 
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ά²ŀǊƳƛƴƎ ǇƻǘŜƴǘƛŀƭέ ό²tύΥ ǿƘȅ ŘƻŜǎ ǘƘƛs new metric matter? 

As highlighted in this report’s introduction, the Paris Agreement’s goal to contain global warming below 

2°C invites all market participants to reorient “finance flows» in line with this target. The TCFD guidelines 

expect «asset owners to describe how they consider the positioning of their total portfolio with respect 

to the transition to a lower-carbon economy”. In France, article 173 requires investors to explain how 

they contribute to the goal of limiting global warming, and indeed expects them to set targets about this 

goal and explain how these targets relate to “international agreements to reduce global warming”. More 

generally, many stakeholders are expecting the finance industry’s contribution to the climate debate to 

embrace the concept of “Paris-aligned investments”. The answers so far have taken various shapes, such 

as carbon footprinting (which is not forward-looking), divestments (which only focus on the most carbon 

intensive sectors), green investments (which are challenging to bring to scale and often overlook 

“transition” sectors) or shareholder engagement (with results that are difficult to measure).  

This is why more and more investors are turning towards new types of analyses and corresponding 

metrics that seek to complement these efforts, while also presenting a more insightful response into 

what it means to be a “Paris-aligned” investor. AXA presents the concept of “warming potential” as a 

potentially promising approach. The concept is relevant, but, the methodology challenges remain 

significant.  

 

Investing in Green Assets and finance the energy 

transition 

AXA IM has been an active investor in green 

bonds, green buildings and green infrastructure 

and is playing a key role in implementing the 

€12bn 2020 Green Investment initiative, 

announced by AXA Group in December 2017.  

In 2018 we published a white paper “Looking for 

Green Assets” 14 where we explained how 

greenness should be considered in its various 

forms, from the core green activities to the 

transition brown activities under scientifically 

based and well documented clear conditions.  

AXA IM also sponsored the French Green 

Finance Notebook edited by the French 

Sustainable Investment Forum (FIR) in 

December 2018. In this collective white paper, 

we underlined again the need of a green 

taxonomy that would consider various asset 

classes and various sorts of contributors to the 

energy transition15. 

  

                                                      
14 “Looking for Green Assets”: https://www.axa-
im.com/documents/23818/221263/744600-
1_EGWW_GreenAssets_EMEA.PDF/77d77a8f-bf74-6ee4-56ce-
bcb86066ae0f  

15 Cahier de la Finance Verte, FIR (coll., November 2018) 
https://www.frenchsif.org/isr-esg/le-fir-publie-son-second-cahier-sur-la-
finance-verte/  

https://www.axa-im.com/documents/23818/221263/744600-1_EGWW_GreenAssets_EMEA.PDF/77d77a8f-bf74-6ee4-56ce-bcb86066ae0f
https://www.axa-im.com/documents/23818/221263/744600-1_EGWW_GreenAssets_EMEA.PDF/77d77a8f-bf74-6ee4-56ce-bcb86066ae0f
https://www.axa-im.com/documents/23818/221263/744600-1_EGWW_GreenAssets_EMEA.PDF/77d77a8f-bf74-6ee4-56ce-bcb86066ae0f
https://www.axa-im.com/documents/23818/221263/744600-1_EGWW_GreenAssets_EMEA.PDF/77d77a8f-bf74-6ee4-56ce-bcb86066ae0f
https://www.frenchsif.org/isr-esg/le-fir-publie-son-second-cahier-sur-la-finance-verte/
https://www.frenchsif.org/isr-esg/le-fir-publie-son-second-cahier-sur-la-finance-verte/
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2.3. Voting policy and engagement 

Voting at general meetings is an important 

element of the dialogue between a company and 

its shareholders; as an asset-management 

company, this is a core element of our fiduciary 

duty towards our clients. AXA IM’s Corporate 

Governance and Voting Policy is based on solid 

principles at international level. Our policy is 

based on principles of good corporate governance 

that protect shareholders’ long-term interests.  

What is more, in parallel to our voting policy at 
global level, we have developed specific voting 
policies for some markets, to take account of 
governance practices that differ from country to 
country, and of the requirement for the 
companies in which we invest to be subject to 
local laws and regulations.  

AXA IM has published a Corporate Governance 
and Voting Policy, available in English here. We 
have also been publishing an annual engagement 
and shareholders report since 2015.

 

 

 

 

 

 

 

Presentation of our voting overview 

During 2018, overall, we exercised our clients’ voting 
rights in line with our investment footprint. We do 
not vote in markets that still require investors to 
block shares or that have tangled up the exercise of 
voting rights in red tape. 

 
 

Actions in 2018 ς Climate and ESG 

As per our corporate governance and voting policy 

we highlight the critical issue of climate change, 

and the importance we place on companies to 

manage the associated risks. This is reflected in 

our position to cast our votes at general meetings 

in favour of climate-related resolutions.  

For 2018 we supported resolutions requiring 

reports on sustainability (report describing the 

company’s environmental, social, and governance 

(ESG) policies, performance, and improvement 

targets, including a discussion of greenhouse gas 

(GHG) emissions management strategies and 

quantitative metrics.) at companies such as Acuity 

Brands, Inc, Kinder Morgan, Inc, and XPO Logistics, 

Inc. In addition, we supported shareholder 

resolutions on GHG emission reduction targets 

and transition to a low carbon business model.  

As we have done in previous years we pre-declared 

our support for shareholder resolutions in the US 

calling on companies to perform 2°C Scenario 

Analysis to demonstrate portfolio resilience 

(Resolution Proposal: Assess portfolio impacts of 

policies to meet 2°C scenario).  

 

We pre-declared our support on the shareholder 

resolutions at the following companies:  

Á Anadako Petroleum 
Á Great Plains Energy 
Á Kinder Morgan 
Á Noble Energy 
Á SCANA Corporation 

We did not fully support management at 

2,467 general meetings or  

42% of relevant general meetings  

We voted against or abstained on 

5,530 resolutions or  

9% of relevant general meetings  

Votes Against Management 

https://www.axa-im.com/documents/20195/618080/2017_Corporate+governance+voting+policy_en.pdf/c744f19d-9027-ecda-fe8e-2a5b642d27ea
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Similarly, within the automobile sector we 

supported two similar shareholder resolutions 

at General Motors Company and Ford Motor 

Company requiring the board ‘publish a report, 

at reasonable cost, describing whether and how 

our company's fleet GHG emissions will increase 

given its planned changed in fleet mix and 

industry's proposed weakening of corporate 

average fuel economy (CAFÉ) standards or, 

conversely, how it plans to retain emissions 

consistent with, or better than, CAFE standards 

to ensure its products are sustainable in a 

rapidly decarbonising vehicle market’.  

We believed that given the reputational and 

regulatory risks that the company faces in a 

carbon-constrained environment, increased 

disclosure relating to the company's 

management of its fleet emissions, including the 

company's updated global CO2 reduction 

targets are beneficial. 

On broader ESG themes, there are many of 

areas where we supported resolutions including 

on environmental, social, and governance issues 

which align with AXA IM’s views on shareholder 

interests. Some examples included on gender 

pay gap and company reporting on the goals to 

reduce the gender pay gap  

 

Votes Against Management by TopicSource: AXA IM, 

as at 31 December 2018 

 

 

 

 

Engagement 

Through our engagement activities, we seek to 
use our influence as investors to encourage 
companies to mitigate environmental and social 
risks relevant to their sectors.  

Over the course of 2018, we stepped up our 
engagement activities relating to, among other 
things, alleviating climate change. As a very large-
scale investor we are convinced that we have a 
role to play in limiting global warming to a 2°C 
scenario. In particular, we believe that the 
systemic nature of climate change requires 
investors to aggregate collective influence to 
bring about necessary change.  

Climate Action 100+ initiative 
Climate Action 100+ is a global investor-led 

initiative to engage with the world’s largest 

corporate greenhouse gas emitters to 

curb emissions across the value chain, strengthen 

climate-related financial disclosures, and improve 

governance of climate-related risks that may 

affect companies. Investors participating in the 

Climate Action 100+ wish to work with the 

companies in which they invest to ensure that 

companies are minimizing and disclosing the 

risks, and maximizing the opportunities 

presented by climate change. 

Since its launch in December 2017, AXA IM has 
been among the first signatories of the Climate 
Action 100+ initiative. 

AXA IM has been involved in engaging with 8 
companies as a lead investor or collaborative 
investors.  

Main topics discussed with companies are: 

Á Support to the TCFD framework 
Á Proper handling of climate issues at governance 

level 
Á Set up of quantitative long-term targets 
Á Clear explanation of the carbon emissions 

strategy and underlying scenario analysis 
(demand scenarios, relative costs, future capex 
plans). 

Climate engagement focusing on both energy 
supply mix and demand-side sectors 
Climate engagement as part of AXA IM Climate 
risks and opportunities integration process within 
the investment strategy. In 2018, AXA IM climate 
expert has worked with a working group 
composed of various investment platforms 
stakeholders in setting up dedicated sectors 
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simple questionnaire to be addressed to 
companies on a regular basis. 

Climate engagement frameworks are covering 
both energy supply sectors (Utilities, Materials, 
Oil & Gas) and demand-side sectors 
(Transportation, Capital Goods, Real Estate). 

 

AXA IM Climate Engagement projects rationale: 
global warming and share of responsibilities across 
sectors 
 

The current climate pledges (NDCs) are broadly 
consistent with a warming of 3.2°C by 2100, and CO2 
emissions show no sign of peaking yet. To achieve a 
«1.5°C world» two conditions must be met.  
 

1) Shifting the energy mix. In the power sector, 
renewables will need to supply 70% to 85% of power 
by 2050. There is still room for fossil fuel generation 
combined with technology to capture and store CO2, 
(termed CCS – Carbon Capture and Storage) but it will 
be limited: around 8% for gas and close to zero for 

coal by 2050. Nuclear power acts as a back-up to 
renewables and a substitute to coal in many 2°c and 
1.5°c pathways, often requiring an expansion of 
nuclear fleets in various IPCC scenarios. 
 

2) Shifting energy demand. Industry will need to 
reduce CO2 emissions by 75-90% by 2050 compared 
to 2010. Electrification, alternative low-carbon fuel 
sources and CCS will be needed, as energy and 
process efficiency in industry by themselves are 
insufficient. Buildings and transport will need to shift 
heavily towards green electricity. 1.5° warming 
scenarios will rely on bioenergy and/or expansion of 
forests, potentially conflicting with demands for 
pasture and arable land. Sustainable agriculture and 
less resource-intensive diets can compensate these 
impacts to some extent. 
 
Achieving a 1°C or 2°C world is necessarily a shared 
responsibility amongst energy suppliers, industrials, 
consumers, investors and regulators. 

 

AXA IM initiatives 

AXA IM signed up to the UN’s Principles for 
Responsible Investment (PRI) in May 2007. AXA 
IM provided technical support in the setting-out 
and implementation of the AXA Group’s RI 
policies in the context of our investment 
activities. This made AXA IM one of the first 
companies with a long-standing commitment to 
socially responsible investment (SRI) and 
corporate governance, which is the basis of our 
RI work today.  

AXA IM is committed to transparency and 
respects all the recommendations of the 
European directive on ESG transparency.  
AXA IM is a member of numerous international 
ESG initiatives and organisations and also works 
with regulatory authorities and decision-makers 
to ensure that public policy supports an 
investment environment that takes RI issues into 
account. 

An illustration of some of the international and 
national initiatives promoting RI and sustainable 
investment to which AXA IM plays a role in 
leadership is below. 

 

Organisation / 
Initiative Description !·! LaΩǎ ǊƻƭŜ 

European Funds and Asset 
Management Association 
(EFAMA) 

Institution supporting the management of clients’ 
assets in the European investment industry 

AXA IM is a member of EFAMA’s corporate 

governance and RI working groups  

EuroSIF and local SIFs ς 
French SIF  

A collaborative initiative intended to promote RI and 
influence authorities to promote it 

Within EuroSIF, AXA IM is a member of the 
SRI-methodology working group; the Head of 
Climate Strategy is Chair of the Research 
Committee at the French SIF 
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Global Impact Investing 
Network (GIIN) 

The Global Impact Investing Network (GIIN) is a not-
for-profit intended to increase the scale and 
effectiveness of impact investment 

Member of the GIIN Investor Council and 
active participant, which includes talking 
about important subjects at GIIN events 

Institute of International 
Finance (IIF) 

A global association of the financial industry with 
450 members from 70 countries 

Chair for the Impact Investing Programme 
within the Sustainable Finance Working Group 

French Fund Management 
Association (AFG) ς 
Corporate governance 
committee and SRI 

Institutions working together to promote RI issues 
and build corporate governance principles into the 
French investment environment 

AXA IM currently chairs the fragmentation-
bombs working group, seeking to produce 
guidelines for the French asset-management 
community on how to apply the French law 
requiring the exclusion of cluster bombs and 
anti-personnel mines from investment 
portfolios 

Global Real Estate 
Sustainability Benchmark 

(GRESB) 

An industry-focused organisation committed to 
evaluating property portfolios’ sustainability 
performance throughout the world 

Member of the Benchmark Committee and 
participants since 2011 in the real estate and 
infrastructure benchmarks.  

United Nations 
Environment Programme 
Finance Initiative 

(UNEP FI) 

Property Working Group 

Global partnership between UNEP and the financial 
sector, working with UNEP to understand the impact 
of social and environmental considerations on 
financial performance 

AXA IM Real Assets has been a member since 
2003 

Institutional Investors 
Group on Climate Change 
(IIGCC) 

Property Group 

Provides investors with a collaborative platform for 
raising climate-change issues 

AXA IM has been a member since 2012 and 
has lead numerous engagements on climate 
change as part of its membership 

Responsible Investment 
Association Australasia 
(RIAA) 

This industry body represents responsible and 
ethical investors in Australia and New Zealand 

AXA IM has jointly worked with the RIAA to 
educate the Australian wholesale market on RI 
and impact investing 

Workforce Disclosure 
Initiative (WDI) 

A questionnaire of 100-150 social metrics 
(operations, supply-chain) is sent to companies to 
improve transparency and comparability of social 
data. 

AXA IM is part of a restricted “advocate 
group” which is made of the investor 
signatories committed to engage with 
companies, to encourage them to report 
against the WDI. 

Green Bond Principles 
(GBP) 

The Green Bond Principles (“GBP”), the Social Bond 
Principles (“SBP”) and the Sustainability Bond 
Guidelines (“SBG”) have been developed and 
published as voluntary guidance to bond market 
participants for the issuance of Green, Social and 
Sustainability Bonds. 

AXA IM has been a member of the Executive 
Committee since 2017. 

30% Investor Club (UK) Collaborative investor initiative to increase 
gender diversity in leadership positions in 
the UK by 2020. 

AXA IM engages with companies that don’t 
meet the objectives along with other 30% 
Investor Club members. 

 
Source: AXA IM 
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AXA IM also takes part in the following international initiatives: Eumedion, the Dutch Association of 
Investors for Sustainable Development (VBDO), the Investment Association (UK), and the Climate 
Bonds Initiative (CBI). 

 

2.4. Corporate Responsibility 

Aside from the responsible investment solutions 

that we directly create and integrate across the 

firm through HR incentives, training and product 

design, AXA IM believes that its success and 

reputation is not only dependent on the quality 

of its products and the services provided to its 

clients, but also on the way it does business. 

This includes a strong commitment to corporate 

responsibility topics.   

As a corporate company, we approach climate 

action and environmental challenges by 

supporting the long-term sustainability of our 

firm and the environment in which we and our 

clients live and operate, using our resources 

responsibly. We seek alternative approaches 

that can reduce or offset the environmental 

impact of our corporate offices through 

promoting energy and waste management best 

practices and driving operational efficiencies. 

On the social pillar, we provide opportunities for 

employees to engage on sustainability-themed 

initiatives and outside of the office, we 

encourage employees to give back and 

volunteer in their local communities, through 

AXA Hearts in Action charity.  Our programme is 

highly valued by AXA IM employees and offers 

paid time for them to work on social impact 

projects chosen through a voting system in the 

company. 

Our corporate responsibility approach also 

includes a strong commitment to diversity and 

inclusion in the company.  For example, all 

hiring recruitments are encouraged to include 

female candidates in short lists of eventual 

hires. 

 

3- Risk Management  
 

3.1 Mitigation of key ESG risks; special focus on stranded assets exposure 

As a responsible investor, AXA IM wants to 

encourage the best practices in Environment, 

Social and Governance. Therefore, we have 

implemented minimum ESG criteria to our SRI 

open-ended funds, as well as ESG MIFID funds. 

To encourage the adoption of these ESG best 

practices, we propose to third parties mandates 

/ dedicated funds to adopt these guidelines. 

The purpose of AXA IM ESG standard is to apply 

a set of restriction to limit ESG risk. We have 

defined various major topics that we cannot 

consider as ESG compliant: 

Á Climate risk policy: since 2017, with additional 
scope in application in 2019, AXA IM 
Management Board has decided to accelerate 
and encourage divestments in coal and tar 
sand activities. 
Á Tobacco: to avoid financing the tobacco 

industry  
Á Defence: to avoid financing companies 

involved in the development, production, 
maintenance or sale of white phosphorus 
weapons 
Á United Nations Global Compact Principles: to 

avoid financing companies in violation of the 
10 UNGC.   



 
26 

Á ESG quality: to avoid financing companies with 
the worst ESG practices.  

Climate Risks Policies  

Our willingness to participate in the mitigation 

of climate change is evolving rapidly. In 2016 we 

divested from the most exposed companies to 

coal activities (companies with more than 50% 

of their revenue coming from coal).  In 2017, we 

reinforced this strategy, implementing our 

Climate Risks Policy, by integrating stricter 

criteria for coal activities and adding tar sands 

activities, to our ESG standards exclusions. The 

threshold for coal activities was reinforced (30% 

of revenue coming from thermal coal, 30% of 

coal in the energy mix, coal expansion plan of at 

least 3000 Giga Watts, annual coal production 

above 20 million tons).  

In 2019, we have decided to enlarge the 
application of our Climate Risks Policy to all 
open-ended funds with implementation in 
September 2019. 

Tobacco 

Since 2005, AXA Investment Managers has 

excluded Tobacco companies from its 

Responsible Investment Funds. The WHO 

Framework Convention on Tobacco Control is 

the first international treaty negotiated at the 

initiative of the World Health Organisation 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. 

The Secretariat of World Health Organisation 

stated that engagement with tobacco industry 

conflicts with United Nations principles and 

values. In particular, the sector uses child labour 

to produce tobacco. 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 (World Health Organisation, 

2014). As such, AXA IM wants to continue to 

promote divestment from this sector. 

Defence: White phosphorus Weapons 

As white phosphorus incendiary weapons are an 

explosive which spontaneously ignites in the 

open air, it continues to burn until it disappears. 

When it is used in populated areas, it causes 

horrific injuries, burning deep into the muscle 

and bone.  

White Phosphorus can be used as ammunitions 

in incendiary weapons. They are covered by 

Protocol III of the Convention on Certain 

Conventional Weapons (CCW) when the 

“weapons [are] primarily designed to set fire to 

objects or to cause burn injury to persons. It is 

prohibited in all circumstances to make the 

civilian population as such, individual civilians or 

civilian objects the object of attack by incendiary 

weapons”.  

White Phosphorus can be used as ammunitions 

in other devices, such as illuminates, tracers, 

smoke or signalling systems. This use is not 

covered by Protocol III, where it is considered 

that such munitions “which may have incidental 

incendiary effects” are excluded from incendiary 

weapons. This type of weapons has been used 

more frequently in populated areas (Syria, 

Yemen).  

Given the evolution of the usage of white 

phosphorus and the impact on civilians, and to 

be consistent as a sustainable and responsible 

investor, we have included white phosphorus 

weapons in our ESG standard exclusions.   

Violations of United Nations Global Compact 

Principles 

As a responsible investor, AXA Investment 

Managers believe that the companies we 

invested in should be consistent with the 

standards and principles of the United Nations 

Global Compact (UNGC). AXA IM believes that a 

significant violation of UNGC principles by an 

investee company is prejudicial and should be 

addressed. As a first response, AXA IM 
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encourages the dialogue and the engagement 

with the companies in case of violations of the 

UNGC principles. However, when some 

violations of the UNGC principles are very 

serious and verified as such, the investment in 

the company becomes unacceptable according 

to AXA IM Responsible Investment philosophy. 

These companies being excluded, until the 

violations are resolved. 

 

The UN Global Compact - 10 Principles 

Human Rights: Businesses should… 

Principle 1: support and respect the protection 

of internationally proclaimed human rights. 

Principle 2: make sure that they are not 

complicit in human rights abuses. 

Labour Standards: Businesses should uphold…  

Principle 3: 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: Businesses should… 

Principle 7: support a precautionary approach to 

environmental challenges. 

Principle 8: undertake initiatives to promote 

greater environmental responsibility. 

Principle 9: encourage the development and 

diffusion of environmentally friendly 

technologies.  

Anti-Corruption: Businesses should… 

Principle 10: work against all forms of 

corruption, including extortion and bribery.

ESG quality 

AXA IM Responsible Investment wants to 

encourage the best ESG practices. As such we 

have decided not to invest in companies with the 

worst ESG performance.  

The Responsible Investment team has developed 

its own ESG scoring methodology, to evaluate the 

ESG performance of companies worldwide (see 

Scoring methodology page 3). AXA IM has 

decided not to invest in the companies with the 

worst environmental, social and governance 

practices, i.e. the companies with an ESG score 

below 2 (scores between 0 to 10). Portfolio 

managers are authorised to keep some of the 

lower ESG scored issuers positions provided that 

a qualitative analysis was performed to ensure 

there is no severe ESG risk. This is overseen by a 

dedicated governance body.  
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3.2 ESG risks monitoring at the heart of AXA IM RI governance 

ESG Engagement and Monitoring Committee  

As mention in the Governance section, p. 6, the 

ESG monitoring and Engagement Committee 

oversees policies linked to the ESG standards, as 

well as the Climate Risks Policy. It is also the 

responsible body for monitoring controversies, 

linked to our UN Global Compact controversies 

policy.  

 

 

3.3 Disclosure & Transparency: Means of communication 

AXA IM attaches great importance to 
communicating with its clients in the most 
transparent and exhaustive way possible, to give 
them a complete analysis of responsible 
investment and help them understand it. All the 
main financial and non-financial information on 
ESG funds is available from www.axa-im.fr, in 
accordance with the regulations governing UCIs 
and Article 173 of the Energy Transition for 
Green Growth Act. 

We make the ESG scores for our portfolios 
available to our clients on an ad hoc basis, along 
with the ESG key performance indicators, such 
as carbon footprint. 

At asset-management company level 

The following content is available on the 
website (www.axa-im.fr and https://www.axa-
im.com/responsible-investing) 

Á Annual PRI report 
Á Annual RI report, including the voting and 

engagement report 
Á AXA IM’s RI policy 
Á AXA IM’s voting policy 
Á AXA IM’s ruled-out sectors policy 
Á AXA IM’s carbon footprint (within RI report) 

At RI UCI level 

The following content is available on the 
website (www.axa-im.fr): 

Á French Fund Management Association (AFGF) 
Code of Transparency 
Á Legal documentation (prospectus, KIID) 

Á Annually: Article 173 report (ESG score, carbon 
footprint, contribution to green transition) 
Á Monthly: portfolio manager’s remarks, 

integrated reporting within B-to-B and B-to-C, 
available on our website. (Please see 
appendix.) 
Á Six-monthly: non-financial reporting and 

statement of investments with line-by-line ESG 
scores, legal report 

At other UCIs level  

Á ESG reporting on demand  

The list of UCIs that take account of ESG criteria 
is appended. 

Focus on Article 173 reporting  

In line with Article 173, we have made ESG 
reporting available to our clients for all funds 
sold in France, which enables clients to have 
additional information on their portfolio’s ESG 
performance, to discover the ESG issues for the 
main positions in their portfolio and to assess 
the changes to ESG indicators. We have also 
enhanced our reporting, with a climate section 
that details the CO2 emissions associated with 
investments held in a portfolio, and the 
portfolio’s contribution to activities that support 
the energy transition.  

We have also put in place systematic training of 
platforms on ESG-issue analysis, reaching 600 
staff members, enabling them to incorporate 
those issues into their technical analysis. 

Once or twice a year, we also hold a training 
session for all AXA IM employees on ESG actions 

https://axa-im.fr/
https://axa-im.fr/
https://www.axa-im.com/responsible-investing
https://www.axa-im.com/responsible-investing
https://axa-im.fr/
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and initiatives. These sessions give us an 
opportunity to present the ESG team, our 
methodology, our voting policy, the latest 
responsible investment trends, etc.  

All front office functions are trained on the 
features of RI Search and on the tool’s new 
applications. In addition, AXA IM has 
implemented a number of initiatives around its 
Corporate Social Responsibility policy, which is 
promoted to employees: 

Á Active support to local communities through 
AXA Hearts in Action, a programme that 
enables our employees to engage in 
community initiatives with financial and 
logistical support from AXA IM. 
Á A discussion of the theme of “diversity and 
inclusion” since 2012, with all our employees. 
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4- Targets & Metrics  
 

On an annual basis an ESG Dashboard at AXA IM 

level is created to summarize the asset classes’ 

contributions to the global ESG score and CO2 

emissions. This dashboard can be seen below. It 

is based on AXA IM holdings and as of today 

focuses on mainstream asset classes. The ESG 

rating coverage, now at 94%, has been 

increasing every year with the inclusion of new 

asset classes and the scaling down of ESG scores 

from mother companies to subsidiaries.  

 

ESG Footprint Dashboard 

 

  

AXA Investment Managers ESG Footprint Dashboard

TOTAL ASSET

Color code for ESG scores

E S G ESG Rank % Cov. t / Mn$ % Cov. ƛƴ aϵ% 7.5 to 10.0

AXA Investment Managers 6,1 5,2 6,1 5,9 94% 186 88% 473 624

5.0 to 7.5

TOTAL ASSET

2.5 to 5.0

Asset Class

Sov. Debt 5,5 4,6 7,1 5,8 3 97% 155 100% 213 211 45% 0.0 to 2.5

JPM GBI Global 4,3 4,6 7,2 5,4 100% 238 100% -

Corp. Bonds 6,7 5,8 5,2 6,1 2 92% 237 72% 194 952 41%

Barclays Global Aggregate - Corporate 6,3 5,3 5,0 5,6 94% 314 88% -

Equities 6,2 5,7 5,4 6,1 1 92% 180 94% 65 461 14%

MSCI World AC 5,9 5,1 5,1 5,8 99% 278 100% -

Asset Manager

AXA IM 6,1 5,2 6,1 5,9 1 94% 186 88% 473 624 100%

AXA Entity

Multi-Asset Investment 6,1 5,0 6,4 6,0 4 96% 174 92% 197 131 42%

Fixed Income 6,2 5,4 6,2 5,9 5 94% 185 81% 145 255 31%

Money Market 6,1 5,4 5,7 5,7 7 95% 243 86% 47 929 10%

AXA Framlington 6,0 5,4 5,7 5,9 6 94% 168 96% 43 779 9%

High Yield 5,1 4,6 5,0 4,6 12 74% 246 64% 14 790 3%

AXA Rosenberg 6,0 5,1 5,2 6,0 3 95% 212 100% 11 929 3%

Structured Asset Management 7,0 5,8 6,1 7,0 1 98% 179 96% 5 973 1%

US Active Fixed Income 5,9 4,9 5,0 5,4 10 93% 216 88% 3 243 1%

AXA Real Estate 6,3 5,0 5,5 6,5 2 78% 85 79% 1 671 0%

CHORUS 4,1 5,4 7,4 5,6 8 100% 246 100% 1 194 0%

SFD 5,9 4,3 6,6 5,5 9 27% 99 23% 729 0%

Alternative Solution 3,4 4,4 7,1 5,0 11 100% 301 100% 2 0%

www.axa-im.com

31/12/2018

ESG scores CO2 emissions AUMs

(1) Sum of % by breakdown (ie. size, sector, region, é) can differ from 100% by up to 5% in case of data unavailability.
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ESG Impact reporting - Key Performance Indicators 

The ESG impact report, prepared for our RI funds, covers key performance indicators (KPIs) related to 

the environment, social and governance factors relative to the benchmark. The reports are available 

on our website. 

  

  KPI Source Coverage of universe 

Environment 

Carbon footprint (in CO2e 

Tons/ Mns $ revenue) 

Trucost MSCI ACWI: 99.9% 

Water intensity  

(in m3/Mns $ revenue) 

Trucost MSCI ACWI: 99.9% 

 

 

 

Social 

Severe United Nations Global 

Compact controversies (%) 

Sustainalytics MSCI ACWI: 99.7% 

Employee turnover (%) Bloomberg MSCI ACWI: 18.7% 

Total hours spent by firm on 

employee training (hrs) 

Bloomberg MSCI ACWI: 18% 

 

Governance 

Women on board (%) MSCI MSCI ACWI: 99.7% 

Independent director on board 

(%) 

MSCI MSCI ACWI: 99.7% 
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4.1 AXA Group Focus on Climate targets & metrics 

 

In this section, we showcase some of the metrics 

and KPIs explained in the climate strategy 

section by referring to AXA Group TCFD report16 

which describes the work performed by AXA IM 

on behalf of this client to integrate climate risks 

ŀƴŘ ƻǇǇƻǊǘǳƴƛǘƛŜǎ ƛƴǘƻ !·!Ωǎ ƛƴǾŜǎǘƳŜƴǘǎ 

strategy. The metrics displayed are as of June 

нлму !·!Ωǎ ŀǎǎŜǘǎΦ Lƴ WǳƴŜ нлмуΣ ǘƘŜ ǇƻǊǘƛƻƴ  

of A·!Ωǎ ŀǎǎŜǘǎ ŎƻǾŜǊŜŘ ōȅ ǘƘƛǎ ŎƭƛƳŀǘŜ ŀƴŀƭȅǎƛǎ 

and managed by AXA IM represented 53% of 

!·! LaΩǎ ǘƻǘŀƭ ŀǎǎŜǘǎ ǳƴŘŜǊ ƳŀƴŀƎŜƳŜƴǘΦ

 

AXA Group TCFD expertise solutions mix  

 
 

 

!·!Ωǎ Investments Carbon Footprint: 2016-

2018 trend analysis 

In addition to the forward-looking metrics, AXA 

also conducts a more static snapshot year on 

year of its investments’ carbon footprint since 

2014, as part of its commitment to towards the 

“Montreal Carbon Pledge”. The 2018 analysis 

covers 81% of AXA’s assets (98% for sovereigns, 

69% for corporate debt, 91% for equities, and 

55% for real estate), and shows the following 

                                                      
16 AXA Group combined TCFD – Article 173 report 
https://www.axa.com/en/newsroom/publications/2019-climate-report 

trend (real estate data expressed in kg CO2/m², 

not consolidated below).  

  

https://www.axa.com/en/newsroom/publications/2019-climate-report
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Historical trend - !·!Ωǎ /hн CƻƻǘǇǊƛƴǘ 

 

 

Considering an extensive scope (Corporate + 

Sovereign Investments), AXA’s “investment” 

carbon footprint has decreased by 27% between 

December 2014 and June 2018. This trend is 

largely due to the fossil fuel divestment program 

first initiated by AXA in 2015 and subsequently 

strengthened in 2017. However, it has started to 

increase more recently. Indeed, the carbon 

intensity of the market and benchmarks (MSCI 

World ACWI for Equities, Barclays Global 

Aggregate for corporate bonds) in general has 

increased in 2018. This is a result we find also at 

macro level, as global carbon emissions have 

increased in absolute terms after 3 years of 

flattening.  The carbon footprint of AXA’s equity 

investments is increasing but far less than the 

MSCI World ACWI, while the corporate bonds’ 

footprint has risen faster than the market.  

Using this metric as a direct decision-making tool 

would push investors away from sectors that 

may be developing adequate solutions for the 

energy transition; instead it is best to avoid this 

pitfall and view carbon footprinting as a raw data 

metric for the more relevant indicators explored 

above. 

 

!·! DǊƻǳǇΩǎ DǊŜŜƴ LƴǾŜǎǘƳŜƴǘǎΥ ŦƻŎǳǎ ƻƴ 

green bonds 

As of 2018, AXA has invested €2.6 Billion alone in 

green bonds mostly managed by AXA IM, 

channelling the largest share into the energy 

sector totalling €1.7 Billion. The energy sector 

represents the largest share of global emissions 

reduction potential, notably through efficiency in 

the power sector (e.g. smart grids) and a shift to 

a greater share of low carbon energy sources. 

Investments in this sector in both developed and 

developing countries by 2030 will be essential to 

reach climate objectives. Our bonds have 

predominantly funded projects in the areas of 

renewable energy and energy efficiency (35% 

and 9%), green buildings (23%), and transport 

(24%).  

 

!·! DǊƻǳǇΩǎ DǊŜŜƴ .ƻƴŘ !ƭƭƻŎŀǘƛƻƴ  

 

Recent examples include the following: 

Á The Orsted Green Bond financed several 
energy-related projects. These include three 
windfarms (two of which offshore), totalling 
230 turbines. The offshore wind farms in 
Germany, to be fully commissioned in 2019, 
will generate enough electricity to power 
460,000 households, and, at full operation, 
they will result in 1.3 million tons of C02 
avoided each year. The Hornsea Project One 
off the Yorkshire coast in the UK will be the 
largest offshore wind farm in the world. Once 
completed in 2020, it will generate enough 
energy to power over 1 million homes and 
avoid 2.8 million tons of C02 each year. The 
bond also funded smart meters in Denmark to 
help customers even out their electricity 
consumption to reduce pressure on power 
grids. Smart meters help make necessary 
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emissions cuts by enabling and incentivizing 
consumers to adjust their consumption levels 
which their lower carbon footprint. Finally, a 
450MW biomass plant will be developed as 
well. 
 

Á The Asian Development Bank Green Bond will 
support renewable energy, energy efficiency, 
and low-carbon transportation in emerging 
markets, such as a rooftop solar power 
generation project in Sri Lanka, which involved 
installing grids as well as capacity building and 
awareness raising to relevant authorities, 
private sector partners, and customers. 
 
 
Forward Looking approach: new metrics 
under investigation at AXA for listed assets 
 
Climate risk analysis can be undertaken from a 
business / investment risk perspective. On 
listed assets, Carbon Delta’s offering covers 
the 3 following concepts 
 
Á ¢Ǌŀƴǎƛǘƛƻƴ όƻǊ άǊŜƎǳƭŀǘƛƻƴέύ Ǌƛǎƪ Ŏƻǎǘǎ: The low 

carbon transition, both via market and 
regulated evolutions, may significantly impact 
business models. This will likely create 
economic losses in the form of “regulation 
costs” for those who fail to adequately adapt 
(see box on next page). Transition risks for each 
company represent how much a reduction of 
their CO2 emissions by 2030 (the NDC horizon) 
will cost them, relying notably on their 
sector/activities and on the countries where 
they operate. It is expressed as a proportion of 
revenues negatively affected by this cost. 
 

Á Physical risks costs: for each company, we 
identify how much future extreme weather 
events (5 "chronic" hazards - extreme heat, 

extreme cold, heavy precipitation, heavy 
snowfall, wind gust – and 2 "acute" hazards - 
coastal flooding and tropical cyclones) by 2030 
will cost them (via asset damages and business 
interruption), relying on their activities and 
location, and combined with expected 
vulnerability factors. This is also expressed as a 
proportion of revenues negatively affected by 
this cost. 

 
Á Green revenue: for each company, we identify 

how much revenues future green technologies 
developments by 2030 will generate for the 
company, using company-level patent 
databases (see chart page 33) to estimate 
future revenue flows from green and low 
carbon technologies. This is expressed as a 
proportion of revenues positively impacted by 
these revenues.  

These combined costs and opportunities are 

then translated into a “climate cost” indicator. 

As detailed in the table below, our exploratory 

analysis also shows that, on aggregate, the 

companies we invest in may lose 4.61% of their 

total revenues in transition costs, and 4.42% of 

revenues to physical costs, but this is partly 

offset by green revenues equivalent to 4.40% of 

total revenues, thanks to the results derived 

from forward-looking green patent investments. 

 

Ultimately, and according to this methodology, 

!·!Ωǎ ƴŜǘ άŎƻǎǘ ƻŦ ŎƭƛƳŀǘŜέ ŀǇǇŜŀǊǎ ƭƛƳƛǘŜŘ ǘƻ ŀ 

4.63% reduction of the turnover of the 

companies we invest in17 and to a 0.22% 

decrease in investments value.  

 

 

 

 

 

 

 

 

                                                      
17 Clarification: Not the same as investment returns. 



 
35 

 

Overview of climate-related metrics (Corporate listed investments) 

 Asset class 

Transition costs 
 

(% of total 
revenues) 

Physical Risks 
Costs 
 

(% of total 
revenues) 

Green Revenues 
 

(% of total 
revenues) 

Climate Costs 
 

(% of total 
revenues) 

Fixed Income -5.2 -4.7 4.1 -5.8 
Relevant bechmark : Barclays 
Global Aggregate Corporate 

-4.7 -4.9 3.8 -5.8 

Equity -2.2 -4.0 6.6 0.3 
Relevant bechmark : MSCI World 
ACWI 

-3.9 -4.5 5.3 -3.1 

AXA Total Corporate Asset  -4.6 -4.6 4.4 -4.6 
Analysis of AXA Group holdings as of June 2018 

 

 

Is future regulation likely to impose emissions reductions with the help of carbon pricing? 

Despite significant political and commercial obstacles, there is a growing consensus among economists, 

governments and businesses on the fundamental role of carbon pricing in the transition to a 

decarbonized economy. For governments, carbon pricing is one of the instruments of the climate policy 

package needed to reduce emissions. Some businesses already use internal carbon pricing to evaluate 

the impact of mandatory carbon prices on their operations and as a tool to identify potential climate 

risks and revenue opportunities. Some investors are also testing the use of carbon pricing to analyze the 

potential impact of climate-related policies on their investment portfolios. Carbon pricing can take 

different forms from carbon trading schemes to carbon taxes. In 2017 and 2018, carbon pricing initiatives 

have emerged in Asia and the Americas while the European ETS (CO2 market) entered in its third phase. 

China’s ETS was officially launched in December 2017 and work is underway to prepare for its 

implementation. 

 

The reference climate metric: Warming 

tƻǘŜƴǘƛŀƭ ƻǊ ƻǳǊ ƛƴǾŜǎǘƳŜƴǘǎΩ ŎƻƴǘǊƛōǳǘƛƻƴ ǘƻ 

the Paris Agreement  

AXA’s corporate investments (Corporate Bonds 

and Equities) have a warming potential which is 

closely in line with widely used market indices – 

despite efforts such as climate-related 

divestments whose impact is only proportional 

to the AUMs involved18. The warming potential 

of AXA’s sovereign debt is lower than this 

benchmark thanks to our strong exposure to the 

                                                      
18 See AXA Investment Managers paper ‘Coal phase-out, the Investment 
case, 2019. Lise Moret and Kathryn McDonald 

EU. A weighted average of these two figures – 

which involves some double-counting at the level 

of carbon emissions – produces a combined 

Warming  potential for AXA’s corporate and 

sovereign holdings significantly lower than the 

broad market reference of 3.7°C, as well as 

projections derived from the current NDC 

pledges (3.2°C ) and BAU scenarios (i.e. should 

the NDCs not be implemented) in excess of 4°C. 

More precisely, this nonetheless means that, 

given AXA’s current asset allocation and issuer 

selection, if the portfolio’s CO2 emissions are 

“projected” until 2030, our investments support 
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a rise in global temperature above the Paris 

Agreement’s 2°C target by 2100. 

However, the main objective of this metric is to 

provide a “science-based” reference point 

showing the extent to which today’s markets 

reflect a course that is not on track to reach the 

goals set under the Paris Agreement: the world is 

ƴƻǘ ȅŜǘ άtŀǊƛǎ-ŀƭƛƎƴŜŘέΣ ŜǾŜƴ ƛŦ ǘƘŜ ǇŀǊǘƛŜǎ ǘƻ ǘƘŜ 

Paris Agreement were to fully implement their 

national commitments. While proactive investors 

can reorient some capital flows, for example via 

sector reallocations, they remain largely 

dependent on a broader macroeconomic 

situation which traps economies into carbon 

intensive pathways. In a nutshell, the concept of 

άƛƴǾŜǎǘƳŜƴǘ ǇƻǊǘŦƻƭƛƻ ŀƭƛƎƴƳŜƴǘέ ǿƛǘƘ ŀ нϲ/ 

target requires a far broader multi-stakeholder 

coalition that investors alone cannot achieve. 

 

 

 

 

 

 

 

Warming potential methodology choices 

ά{ŜŎǘƻǊ {ǇŜŎƛŦƛŎέ ŀǇǇǊƻŀŎƘ 

A “sector specific” approach takes into account the regulatory perspective of a country’s economic 

sectors. Regulation is not “blind” to what an economy needs. Hence, although a utility company 

and a services company have vastly different carbon intensities (as shown below), their warming 

curve functions might converge. For instance, as utilities are central to an economy’s functioning 

they might be allocated a larger proportion of a country’s “2°C compliant” carbon budget than the 

services sector. As such, in this approach high emitters’ carbon intensity might be partly muted 

through sector-specific CO2 reduction requirements, which underlie the sector specific warming 

curve. This explains why a utilities and service company can have a similar warming potential while 

having vastly different carbon intensities.  

 ά{ŜŎǘƻǊ !ƎƴƻǎǘƛŎέ ŀǇǇǊƻŀŎƘ 

The defining factor of a sector agnostic approach is based on an absolute emissions intensity view, 

regardless of the sector or the functioning of an economy. It simply aggregates the emissions of all 

companies and does not provide leeway to high emitters via greater sector-specific carbon 

budgets. As such, this warming potential directly reflects the collection of low and high emitters a 

portfolio might contain. The benefit of this approach is that it rewards the effort of companies that 

are well performing regardless of the sectors they operate within. 

 

*This is a stylized depiction for methodological explanations only. It does not reflect the true intensity or warming potential figures nor the real 

disparities of sector perfƻǊƳŀƴŎŜ ǿƛǘƘƛƴ !·!Ωǎ ǇƻǊǘŦƻƭƛƻΦ
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Focus on Real Assets: AXA Real Assets 
assessing climate resilience in real assets to 
physical risks  
 
A unique and market leading tool has been developed 
by AXA Real Assets through a partnership between 
Eureka Asset Management – an Australian asset 
management company recently acquired by AXA Real 
Assets - and AECOM - an engineering services 
company-  to assess and rate the climate resilience of 
real assets in Australia. The tool was developed as an 
extension of a climate resilience study across 12 
investable Australian cities. The tool provides risk 
metrics for measuring climate risk of physical assets 
and assists in reporting for TCFD. The output of the 
model is a percentage score (after considering 70 
different risks weighted by exposure) with a higher 
score meaning greater resilience. AXA Real Assets is 
also leading engagement with peers to develop an 
industry wide benchmarking framework to assist in 
bringing more consistency to the market (effectively 
a NABERS for Climate Resilience).  
 
Understanding and adapting to climate-related 

hazards is a means to reduce the risk of these losses. 

A sophisticated means for accurately determining 

potential risks and losses, against which adaptation 

options can be assessed, is therefore likely to be in 

the national interest. 

Many aspects of the required analytical data and 

frameworks have already been identified and are 

being further developed in various countries. 

Nevertheless, developing a comprehensive resilience 

tool, that can be used across different jurisdictions, is 

a complex, costly and challenging process, requiring 

collaboration across a range of stakeholders. 

AXA IM will be able to further add to this research, 
combining the existing framework with our work with 
Carbon Delta and other experts in the market. 
Commercial and infrastructure asset portfolios and 

the economic activity they support in city centres 

across Asia and Australia are worth many billions of 

dollars. Even if increasing climate change-related 

hazards produce losses of only a fraction of this value, 

it would still result in extensive losses to investors, 

businesses, community and government.  
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Appendices  
 

Example of ESG score and Carbon footprint indicators in B2B/ B2C monthly reports including RI 
metrics: 

 

RI metrics are included for ISR funds, and increasingly also for ESG integrated fund.  
These reports are available on our website www.axa-im.fr.  
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Not for Retail distribution: This document is intended exclusively for Professional, Institutional, 

Qualified or Wholesale Clients / Investors only, as defined by applicable local laws and regulation. 

Circulation must be restricted accordingly. 

This promotional communication does not constitute on the part of AXA Investment Managers a 

solicitation or investment, legal or tax advice. This material does not contain sufficient information to 

support an investment decision. 

Due to its simplification, this document is partial and opinions, estimates and forecasts herein are 

subjective and subject to change without notice. There is no guarantee forecasts made will come to 

pass. Data, figures, declarations, analysis, predictions and other information in this document is 

provided based on our state of knowledge at the time of creation of this document. Whilst every care 

is taken, no representation or warranty (including liability towards third parties), express or implied, is 

made as to the accuracy, reliability or completeness of the information contained herein. Reliance 

upon information in this material is at the sole discretion of the recipient. This material does not 

contain sufficient information to support an investment decision.  
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