BlueBay Asset Management LLP (“BlueBay”)
Environmental, Social and Governance (ESG) Investment
Policy
INTRODUCTION & SCOPE
This Environmental, Social and Governance (ESG) Investment Policy (“Policy”) outlines the approach we take to
incorporating ESG considerations within our investment management practices at BlueBay. This Policy sets out
our approach to ESG factors and ESG risks, how these considerations fit within our investment philosophy, our
approach to the investment strategies we manage, how we resource and manage this from a governance
perspective, as well as how we communicate our efforts and progress. It applies as standard to all investments
made within pooled funds (“Funds”), separately managed accounts1 (“SMAs”) and where BlueBay provides
investment advice. Information on BlueBay’s wider corporate ESG efforts (‘Corporate Responsibility’) beyond
what is applied to our investments falls outside the scope of this Policy. However, details of how this is managed
are provided publicly elsewhere by BlueBay2.
The information in this Policy outlines BlueBay’s3 compliance with the requirements under in the EU Sustainable
Finance Disclosure Regulation4 (“SFDR”) to disclose BlueBay’s approach to integrating ESG, and therefore
Sustainability Risks into our investment decision-making. All BlueBay managed assets (Funds or SMAs) integrate
Sustainability Risks into the investment decision making process. ‘Sustainability Risks’5 mean an ESG event or
condition that, it is occurs, could cause an actual or potential material negative impact on the value of the
investment and ‘Sustainability Factors’6 mean environmental, social and or governance matters such as
employee matters, respect for human rights, anti-corruption and anti-bribery matters. All references to ‘ESG
risks’ and ‘ESG factors’ within this Policy are equivalent to ‘Sustainability Risks’ and ‘Sustainability Factors’ as
defined in SFDR.

REVIEW
This Policy will be reviewed annually, or more frequently than this, where a material change occurs and, if
appropriate, updated to reflect changes in circumstances and practice. The Policy is owned by the ESG
Investment function, with oversight and approval provided by the BlueBay ESG Investment Working Group.
Last policy update: May 2021

1 Clients

with separately managed accounts can create a custom ESG investment strategy if they require this.
For information on this, visit our corporate website: www.BlueBay.com
3
BlueBay Funds Management Company SA and BlueBay Asset Management LLP (“BlueBay”) are required to comply with the requirements
set out under the EU Sustainable Finance Disclosure Regulation (“SFDR”) as Financial Market Participants (“FMPs”) and a Financial Adviser.
BlueBay Asset Management LLP is categorised as an FMP to the extent that it distributes products to EU investors. Article 3 SFDR requires
disclosure on BlueBay’s policies on integration of Sustainability Risks in their investment decision-making process.
4 REGULATION (EU) 2019/2088 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 27 November 2019 on sustainability‐related
disclosures in the financial services sector.
5
Article 2(22) SFDR.
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Article 2(22) SFDR.
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ESG INVESTMENT FACTORS
Investment analysis of ESG factors – whether investment material or not in terms of representing negative ESG
risks – encompasses those aspects of an issuer’s operations, which may influence its ability to meet its financial
obligations in the long term. Some ESG factors or risks – such as corporate governance practices, legal
compliance, human capital management and climate change – are applicable to most issuers. However, some
will vary by country, industry, as well as by characteristics specific to an issuer such as size and geographical
footprint. An exhaustive or definitive list of ESG factors does not exist nor is it necessary, however the table
provides examples of such issues for guidance purposes.

Environmental

Social

Governance

Issues relating to the quality and
functioning of the natural
environment and natural systems

Issues relating to the rights, wellbeing and interests of people
and communities

Issues relating to the governance of
companies and other investee entities

•
•
•
•
•

Climate change
Deforestation
Pollution
Resource depletion
Waste

•
•
•
•
•

Child labour
Employee relations
Human rights
Modern slavery
Working conditions

•
•
•
•
•

Board diversity and structure
Bribery and corruption
Executive pay
Political lobbying and donations
Tax strategy

Source: PRI

Increasingly investors are also starting to think about ESG factors as part of a more holistic framework such as
the United Nations (UN) Sustainable Development Goals (SDGs)7. Whilst BlueBay does not currently manage
strategies using the UN SDGs as an investment filter, we may take into account the extent to which the issuer’s
activities economic activities and/or conduct contribute to promoting this, and may look to report alignment to
these goals for strategies it managed.

Source: www.globalgoals.org/

7

The UN SDGs are a collection of 17 global goals designed to be a ‘blueprint to achieve a better and more sustainable future for all’. Set in
2015 by the UN General Assembly, they are intended to be achieved by the year 2030. However, it should be noted that the SDGs were
developed as a framework for governments rather than investors – and need to be view in this context.
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ESG INVESTMENT PHILOSOPHY & POLICIES
BlueBay is an active fixed income specialist, structured to deliver outcomes tailored for investors seeking to
enhance the returns of their portfolios. We are committed to delivering attractive risk-adjusted returns for our
clients over the long-term. BlueBay’s investment approach to generate this is governed by a style incorporating
the following investment principles:
•
•
•
•
•

Focus on absolute returns across our portfolios;
Strong emphasis on capital preservation;
Dynamic, research driven approach;
Disciplined, risk-controlled environment; and
Active management (both top down and bottom up inputs).

We believe ESG factors, and specifically ESG risks, are relevant to the returns of the assets we manage as they
can potentially have an impact on an issuer’s long-term financial performance, and could cause an actual or
potential material negative impact on the value of investments. Given the limited upside and potentially
significantly downside of fixed income investments, the focus of ESG analysis is on understanding downside risks.
Poorly managed ESG risks can lead to inefficiencies, operational disruption, litigation and reputational damage,
which may ultimately impact an issuer’s ability to meet their financial responsibilities. Incorporating ESG analysis
(in particular ESG risks) into traditional financial analysis by reviewing ESG related management practices and
performance is, therefore, not only prudent, but also in line with BlueBay’s fiduciary duty to optimise investor
returns.

Impact of ESG risks on investment returns
BlueBay aims to consider ESG factors and specifically ESG risks when investing on behalf of any portfolio. This is
considered an important element in contributing towards long-term investment returns and an effective riskmitigation technique. However, there is no guarantee that the measures implemented by BlueBay to assess and
manage ESG risks will prevent products from incurring losses as a result of these risks.
The impact of ESG risks on a portfolio and its returns may be significant and may materially vary depending on
a number of factors, including but not limited to:
• Those associated with the specific issuer and its characteristics (including but not limited to the industry,
the geographies in which it is present (for instance those in emerging markets as compared with
developed markets), the credit rating (for example investment grade as compared with a subinvestment grade issuer), ownership structure or the maturity term);
• Those related to the specific ESG factor(s) which are relevant to the issuer given their characteristics
(including but not limited to the extent to which the impact is instant as opposed to being incremental
and spread out over time, such as in the case of a health and safety accident as compared with rising
carbon emissions); as well as,
• The specific investment strategy of the portfolio and its characteristics (including but not limited to the
extent to which is diversified across sectors, geographies, or credit ratings).

ESG investment related policies
ESG factors and risks are incorporated through a variety of approaches, depending on whether strategies are
ESG focussed or not. Since 2013, BlueBay has had an ESG investment management framework in place
firmwide to incorporate ESG factors and risks into its investment decisions. Alongside this Policy, BlueBay has
adopted several complementary ESG investment related policies on specific topics. These include the following8:
•
•
•
8

A Controversial Weapons Investment Policy, which applies to all Funds;
A Proxy Voting Policy;
A Statement detailing our position on the UK Stewardship Code 2020; and

These are as of March 2021 and are publicly available on our corporate website: www.BlueBay.com/ESG
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•

A Transparency Statement on the UK Modern Slavery Act.

ESG INVESTMENT APPROACH
In framing our ESG investment management approach, we have built on the guidance9 from The Investment
Association (IA), in order to promote clarity and consistency in client communications within the industry, as
well as to make it easier for all investors to meet their differing investment needs10. Accordingly, we have
differentiated between ESG ‘components’ applied by BlueBay either at a firm and strategy level. With strategy
level being an umbrella term we are using to refer to individual Funds and SMAs. It is important to note that ESG
components are not mutually exclusive, and they will typically be used in combination with one another.
Furthermore, some ESG components can be adopted at both a firm and a fund level: where firm level refers to
its adoption as a firm wide policy, and strategy level, where the practical application of that ESG component may
differ for specific Funds or SMAs.

Firm level ESG components
At the firm level, there are three ESG components, as illustrated in the following graphic.

ESG integration
ESG integration can be described as the systematic and explicit inclusion of material ESG factors and risks into
investment analysis and investment decisions. ESG related risk factors are formally embedded into BlueBay’s
investment decision-making process. We have adopted ESG integration firmwide as part of this Policy, reflecting
our commitment to incorporating ESG factors, which typically includes both risks and opportunities. However,
given we are debt investors, our primary focus and emphasis is on capital preservation and risk management,
although opportunities do exist where ESG risks are either not priced by the market, or are mis-priced. In the
case of non ESG focussed strategies, any ESG risk identified in relation to an issuer does not necessarily preclude
investing in such issuer if any ESG risk identified is not material from an investment perspective, or
if BlueBay believes any such ESG risk can be mitigated in some form, or if the investment risk-reward analysis
adequately reflects, and compensates for this. However, in the case of ESG focussed strategies, the results of
the ESG analysis of ESG factors may result in an issuer being excluded independent of whether they represent
an ESG risk or not, and whether investors are being compensated for the risks in terms of valuation.
The scope of our firm wide ESG integration approach considers ESG factors and risks at different levels:
9

This is a framework outlined by The Investment Association, in their paper ‘IA Responsible Investment Framework: Final Report’, 18th
November 2019, the Investment Association.
10 We have then provided signposting as to the extent to which this is aligned with the SFDR and given explanations.
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•

Issuer: in August 2018, BlueBay introduced a formal issuer ESG evaluation framework for both
corporate and sovereign issuers that explicitly involves both our credit analysts and the ESG investment
function working together. The issuer evaluation framework results in the generation of two
proprietary ESG metrics11:
-

-

a Fundamental ESG (Risk) Rating which indicates our view of the ESG risks/opportunities faced by
an issuer (resulting from the risk exposure it faces and the quality of mitigation efforts). There can
only be one Fundamental ESG Rating per issuer across BlueBay; and
an Investment ESG Score12 which reflects our investment view on the extent to which the ESG
factors are considered relevant to valuations, as well as the nature of that materiality (i.e. positive,
negative, neutral). This is a security/instrument specific assessment and as such there may be
multiple Investment ESG Scores for a single issuer depending on the held security.

Our approach to determining which ESG factors may present the most investment material ESG risks is
a function of 1) inherent risk exposure dynamics, and 2) the nature and quality of the issuer’s
management and response (e.g. in terms of the policies, systems, practices and actual performance),
which can act to mitigate or improve resilience of the issue to the risks, or exacerbate it. For instance,
in terms of risk exposure characteristics:
-

-

Environmental: for corporate issuers, specific environmental issues will be influenced by risk
exposures as a function of sectoral and geographical footprint considerations. For instance,
climate change is considered more of a material risk factor for companies in the extractives sector
but may be less of an issue for a support service company. In the case of sovereigns, the extent to
which environmental factors are likely to be material will vary depending on the extent to which
the economy is dependent on agriculture or the extractive sector, their geographical location in
terms of vulnerability to natural disasters, as well as the availability of natural resources such as
forests. Hence, an island state is likely to be more vulnerable to the physical risks of climate
change than one which is landlock, or an economy highly reliant on exports of fossil fuels for
income will be more exposed to global regulation to lower carbon emissions.
Social: in the case of corporate issuers, specific social issues will be influenced by inherent risk
exposure as a function of sectoral and geographical footprint considerations. For instance,
employee talent management is considered more of a material risk factor for companies in the
service-based, technologically driven industries, but may be less of an issue for a manufacturing
company, where health and safety, human rights or community relations may be more pertinent.
It is also important how a company’s management is mitigating any of these risks. With regards

11

The issuer ESG evaluation framework was rolled out across all public debt investment teams for held investments in August 2018. Efforts
remain ongoing to develop a more systematic approach for our Structured Credit team.
12 At the time of the ESG analysis, the Investment ESG Score is an ‘indicative’ one which is more reflective of the investment materiality of
the ESG factors at the issuer level. When there is a specific investment at a security/investment level, this becomes an ‘actual’ or ‘security
level’ Investment ESG Score to be more specific to the trade.
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-

to sovereign issuers, the nature and quality of education, social and healthcare provisions will
influence the extent to which a country has access to a skilled workforce and suffers from high
income inequality, whilst the extent to which freedom of opinion and expression is protection as
human rights will curtain social unrest. A country which lacks quality social care provisions or
weak labour standards may experience more widespread and ongoing labour or civil unrest than
which does not.
Governance: for corporate issuers, specific governance issues will be influenced by the ownership
and business structure of the company as well as their corporate governance and financial
reporting practices. For instance, conflicts of interest and board independence are considered
more of a material risk factor for founder owned companies but may be less of an issue for a
company with a large free float). In the case of sovereign issuers, the degree to which there are
geopolitical and governance issues will depend on factor such as whether there is a wellestablished rule of law in operation, or government and regulatory effectiveness. Where there is
widespread corruption, and weak regulations in one country, this can undermine trust in the
government by the electorate or deter foreign investment in the country.

While we consider a range of ESG factors in our ESG credit analysis, in practice we pay particular
consideration to governance as, in the fixed income context, our experience has been that governance
(and political in the particular case of sovereigns) factors tend to have most investment relevance and
can be a key contributing factor in an investment decision. Lenders of capital need to have confidence
and trust that the issuer can and will repay their debt.
In recognition of the fact that materiality of ESG factors can vary by issuer type (e.g. corporates and
sovereigns), the issuer ESG evaluation template outlines specific aspects of environmental, social and
governance factors that varies in content between the two. This allows us to arrive at an overall
assessment of each issuers ESG risk profile whilst differentiating between corporates and sovereigns
and allowing for a focus on material ESG issues linked to their business activities, geography etc.
In formulating our assessment, our formal issuer ESG evaluation incorporates data and insights from a
range of external and in-house resources, knowledge, and expertise to enable us to arrive at a holistic
view of the issuer. The process we have involves both credit and ESG analysts working together to
ensure a credible approach firm wide. However, it should be noted that conducting such analysis is not
without its challenges, for instance given the variability in ESG data availability from issuers depending
on their size (large or small), geography (developed markets or emerging markets), nature (public or
private), and lack of consistency in what is reported and how frequent.
•

Sector: this level of integration is complementary to our issuer level analysis. In the context of corporate
issuers, we leverage off externally available initiatives, which provide guidance on the materiality of
ESG factors depending on sectors and geographies among others and are also maintaining internal
sector level ESG guidance materials through ESG sector briefings. Each ESG sector briefing does not
only cover materiality, but also outlines how material ESG factors could play out in terms of investment
impact, as well as how we can focus our engagement efforts as a result. For sovereigns, the distinction
made on ESG materiality is also an area of focus.

•

Portfolio/sub-asset class level: our ESG analysis also considers ESG risk characteristics at a portfolio
level and across portfolios within a specific strategy. Doing so, enables us to identify concentration of
ESG risks at a sectoral, geographical, or issuer level.

•

Firm: this level of ESG analysis involves evaluating potential concentration of ESG risks across the
organisation.
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Exclusions / Negative Screening
The use of ‘exclusion’ in this context refers to exclusions that are non-legal13. Exclusions prohibit certain
investments applied at the firm level in relation to our pooled Funds where we control the investment strategy.
These are usually applied on a variety of issues, which may be driven by a need to align with client expectations,
and can be broadly categorised into two groups:
•

•

Product-based which applies ethical/values-based/religious exclusions (e.g. sector or business activity,
product, or revenue stream for example for gambling, alcohol), or exclusions based on poor
sustainability (e.g. fossil fuel companies due to concerns about climate change); or
Conduct-based such as norms-based exclusions (e.g. resulting in restrictions of specific issuers due to
non-compliance with international standards of conduct such as the UN Global Compact) or based on
poor ESG assessment (e.g. excluding the worst performing issuers relative to peers).

Of these two types of approaches, in relation to all our Funds, BlueBay applies a product-based exclusions
policy14 on controversial weapons, which restricts investments in corporate issuers involved in the production
of certain types of such weapons15.

Stewardship
The definition of stewardship we have adopted is that according to The UK Stewardship Code 2020 of the
Financial Reporting Council (FRC) where stewardship is defined as “the responsible allocation, management and
oversight of capital to create long-term value for clients and beneficiaries leading to sustainable benefits for the
economy, the environmental and society”. Whilst this definition captures the complete investment process,
there are two stewardship mechanisms which are the most common areas of focus by investors: engagement
and proxy voting, although as specialist debt investors, the extent to which we have access to these differs in
comparison to equity owners. BlueBay is committed to stewardship and has embedded stewardship principles
into its investment process16.

Engagement
Complementing our ESG integration approach is ESG engagement, which describes the interaction between
investors and issuers and other key stakeholders. BlueBay believes that providers of debt do have a role in
engaging with issuers and other relevant stakeholders on matters with the potential to impact investment
returns, which may include ESG related ones. In general BlueBay may engage with issuers on ESG factors if
these are deemed to represent ESG risks, although ESG focussed strategies may engage on such factors
independent of them necessarily representing ESG risks. We view such activities as being part of our broader
stewardship responsibilities, which is about protecting and enhancing our clients’ assets for the long term.
However, client expectations of the scale and effectiveness of such engagement – particularly at the issuer level
– should be made in recognition of the fact that as debt investors, we are not owners and as such have more
limited legal mechanisms to influence issuers. Furthermore, engagement with a non-corporate issuer such as a
sovereign is potentially more challenging than compared to a corporate entity.
An engagement activity - on ESG or conventional debt related matters - naturally occurs as part of the
investor/issuer interaction process. For investors this usually occurs to gain insights into the issuer’s business
practices. In more limited instances, engagement may occur with the specific aim of using influence to bring
about a perceived required change in the issuer’s business strategy and/or management practices, usually in
order to mitigate specific investment risks. Engagement is an ongoing dynamic activity, with aims potentially
alternating between insight or influence, or being about both at any one time. It may occur as a one-off event
or form an ongoing series of interactions. Whilst issuers are usually the primary focus of engagement for
corporate investment strategies, engagement with non-issuer stakeholders (such as politicians, financial
institutions, industry associations, and/or specialist political advisers / consultants) are more of a common
feature for sovereign debt investing.
13 BlueBay follows all applicable laws, regulations, and economic sanctions as

they are relevant to the investment vehicles we manage. These
are what we would refer to as legal exclusions imposed by regulators.
14 In some jurisdictions, the scope of our negative screening may be legal requirements e.g. investments in producers of cluster munitions.
15 Details on BlueBay’s Controversial Weapons Investment Policy can be found on the BlueBay corporate website (www.BlueBay.com/ESG)
16 The 2012 UK Stewardship Code was not applicable to BlueBay given its focus on equity investors; however, the 2020 Code revision now
brings fixed income formally within scope.
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As part of the routine investment research process, our investment teams meet issuers (particularly with primary
issuances) and can raise questions. Given BlueBay’s core focus on ESG integration, actions to mitigate
investment relevant ESG risks are raised by investments teams where considered necessary and appropriate.
Where ESG engagement is deemed necessary, this will be prioritised using a risk-based approach. This means
considering factors such as the issuer’s investment relevant / material ESG risk exposures and the quality of its
ESG mitigation efforts and ESG performance trajectory, as well as the size of BlueBay’s investment exposure,
whether it is a core / long term or opportunistic position, and where the bond is in terms of the capital structure.
BlueBay may proactively initiate dialogue with issuers on ESG matters or we may act in response to an external
event or development. We may conduct such activities on a unilateral basis, or work in collaboration with
investors and other key stakeholders. Whilst engagement may be directly linked to specific issuers on ESG
matters, BlueBay is also involved in sectoral or thematic ESG engagement, which may take more of a public
policy dimension (e.g. engaging on policies or initiatives, which promote ESG disclosure generally or climate
change specific by issuers) or engage in efforts that advance ESG investment practice at the industry level.
Once engagement efforts have commenced, these need to be monitored and reviewed. The outcome of ESG
engagement efforts (e.g. the degree to which we are reassured and/or successful in our change facilitation
efforts) input into our investment thinking and decisions, potentially ultimately influencing whether we have
exposure to the issuer, the nature of our positioning and / or whether further action is required.

Exercising rights and responsibilities (proxy voting)
Given BlueBay's focus on fixed income investing, we have limited scope to participate in proxy voting, which is
a legal mechanism available to equity investors for communicating and influencing management at their Annual
General Meetings (AGMs). However, this can potentially occur, and is more likely to take place, with our
Convertible (e.g. holdings in exchangeables) and Leveraged Finance (as they represent higher risk investments
as compared with Investment Grade ones) bond strategies, where our investment may take on an equity
element making us shareholders with formal voting rights. In such cases, BlueBay will ensure we make
appropriate use of our voting rights on matters of corporate governance (CG) and corporate responsibility (CR)
when the opportunity arises17. Whilst our Policy on this does not explicitly set out guidelines on how we may
vote, we do take consideration of international/national standards of best practice, whilst being pragmatic about
issuer specific circumstances.

Strategy level ESG components
BlueBay is committed to ensuring we offer compelling investment solutions which incorporate some level of
ESG consideration for our clients. Such offerings are continually reviewed, so that in the future we may further
develop and expand on these. The graphics below illustrates how to think about the BlueBay product range in
terms of how ESG is applied; this includes our Funds, as well as SMAs, with further details on each provided
thereafter.

Primary focus on ESG risks
(mainly applies firm level ESG components as standard)

Primary focus on ESG factors, and not just on ESG risks
(goes beyond the firm level ESG components)

‘ESG Aware’ Funds

‘ESG Orientated’ Funds
Separately Managed Accounts (SMAs)

17

Details can be found on the BlueBay corporate website (www.BlueBay.com/ESG).
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Notes: 1 This refers to the BlueBay Luxembourg, Cayman Island, and Dublin domiciled funds; 2 This applies to funds
which invests in corporate issuers, and refers to the firm wide controversial weapons exclusion; 3 The specific criteria
varies depending on whether the funds invests in corporates and/or sovereign issuers. 4 This is a discretionary service
available for clients on a case by case basis.
*BlueBay has embedded stewardship principles into its investment process, but has not been a signatory to the 2012
UK Stewardship Code. We have a pending application to become a UK Stewardship Code 2020 signatory which is
currently under consideration by the FRC.

‘ESG Aware’ Funds
Consistent with our belief that ESG factors can be important drivers of investment value, we proactively apply a
standard set of ESG investment strategies to our conventional (or ‘ESG Aware’) Funds, where ESG incorporation
is part of an enhanced investment risk management framework18. In this context, the focus is on investment
relevant and material ESG factors, and primarily those that are risk related given our focus on capital
preservation. For such funds, the ESG components are the firm level ones we have already outline, namely:
•

ESG integration: ESG factors are taken into consideration to enhance investment analysis and inform
on the investment decision-making process at varying levels. Specifically, the outcome of the issuer
ESG evaluation framework enables credit and ESG analysts to express their ESG view on an issuer, and

18

Under SFDR, the fund would be categorised as ‘other’ under SFDR and meets the conditions set out in Article 6 of SFDR as Sustainability
Risks are integrated into the investment decision making process. Its investments do not take into account the EU criteria for
environmentally sustainable economic activities.
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for this to be used by portfolio managers to inform on portfolio construction decisions. Any ESG risk
identified in relation to an issuer does not necessarily preclude investing in such issuer if any ESG risk
identified is not material from an investment perspective, or if BlueBay believes any such ESG risk can
be mitigated in some form, or if the investment risk-reward analysis adequately reflects, and
compensates for this;
•

Stewardship: the focus of ESG engagement efforts is on investment material ESG risk factors.
Depending on the sub-asset class there may also be voting exposure; and

•

Exclusions / negative screening: the product-based restriction in place for all Fund is in line with the
Controversial Weapons Investment Policy, with the scope being to corporate issuers involved in the
production of specific types of controversial weapons.

‘ESG Orientated’ Funds
‘ESG Orientated’ pooled Funds differ from the ‘ESG Aware’ Funds in being ESG focussed strategies19. For these
Funds, ESG considerations directly influence investment decisions, where the results of the analysis of ESG
factors may result in an issuer being excluded independent of whether they represent an ESG risk. We have
developed these strategies to meet the needs of those investors who seek to more proactively and consciously
incorporate ESG considerations into how they manage their assets, resulting in instances where investment are
either excluded or avoided due to concerns about ESG factors alone.
There will be clear reference to the nature of the ESG investment policy for such Funds to help investors better
differentiate which of our pooled Funds apply this approach. We currently offer two broad categories of ‘ESG
Orientated’ strategies:
•
•

‘Responsibility’ strategies which address ESG considerations by ensuring a base level of expectation of
appropriate ESG practices in terms of ESG factors20
‘Sustainability’ strategies which address ESG considerations through applying environmental and/or
social thematic filters, or impact themes 21

Whilst we aim for such Funds to apply a common set of ESG approaches within each ESG component wherever
possible (e.g. applying the same product-based exclusions), this may not be appropriate depending on the
specific nuances of the sub-asset class22.
These Funds build on the firm level ESG components, either by applying an existing approach in a different way
or featuring a new component:
•

ESG integration – enhanced (i.e. exclusions based on ESG assessment with minimum ESG requirement):
ESG factors are taken into consideration to enhance investment analysis and inform the investment
decision-making process. There is a nuanced approach in that depending on the outcome of the issuer
ESG evaluation, some issuers may be prohibited from investment independent of whether they
represent an ESG risk. This relates to the issuers assigned the worst ESG metrics23. This is applied for
both types of ‘ESG-orientated’ strategies (‘responsibility’ and ‘sustainability’). Such Funds may also

19

Under SFDR, the fund would be categorised as either meeting the conditions set out by Article 8 as it promotes environmental or social
characteristics (and follows good governance practices) through binding requirements; or meeting the conditions set out by Article 9 as it
has Sustainable Investment as its investment objective. Such funds also have Sustainability Risks integrated into the investment decision
making process.
20 Under SFDR such funds would be categorised as meeting the conditions set out by Article 8 as it promotes environmental or social
characteristics (and follows good governance practices) through mandatory/binding requirements as a key feature. Such funds also have
Sustainability Risks integrated into the investment decision making process.
21 Under SFDR such funds would be categorised as meeting the conditions set out by Article 9 as it has Sustainable Investment as its
investment objective. Such funds also have Sustainability Risks integrated into the investment decision making process.
22 For instance, some ESG components (e.g. ESG best-in-class approach) are better suited to Investment Grade strategies than Leveraged
Finance ones.
23 For example, in our current process, this means automatically excluding issuers with a ‘Very High’ Fundamental ESG (Risk) Rating, and a
potential exclusion for those rated ‘High’ (where there is a case-by-case assessment).
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•

•

•

potentially seek to adopt non-investment ESG specific goals in relation to their portfolio carbon profile,
or their alignment to the UN Sustainable Development Goals (UN SDGs);
Stewardship - enhanced: ESG engagement efforts are not limited to a focus on ESG risks but can also
encompass ESG factors more generally. This is applied for both types of ‘ESG-orientated’ strategies
(‘responsibility’ and ‘sustainability’). Depending on the sub-asset class there may also be voting
exposure; and
Exclusions / negative screening - enhanced: there are more extensive restrictions in place for such
Funds, with the scope going beyond that applied at the firm level. A combination of product-based24
and conduct-based25 screens are applied. This is applied for both types of ‘ESG Orientated’ strategies
(‘responsibility’ and ‘sustainability’).
Sustainability focussed: this is applicable to the ‘ESG Orientated’ strategies which are ‘sustainability’
focussed, in terms of specifying investments on the basis of a sustainability theme, for example those whose
economic activities (what they produce/what services they deliver) address an environmental or social
problem26.

Separately Managed Accounts (SMAs)
For portfolios where investment requirements are set directly by the client rather than BlueBay, unless we are
explicitly required to apply a set of requested ESG components, we will employ ESG integration and stewardship
elements as standard (but not exclusions). Such mandates may be classed as either ‘ESG Aware’ or ‘ESG
Orientated strategies’27.

ESG GOVERNANCE & RESOURCING
To support and steer our ESG investment approach at both the firm level and strategy level, BlueBay has a
dedicated in-house ESG team of specialists which sits within the investment function28.
The role of our ESG investment specialists is to lead on BlueBay’s ESG investment strategy and develop internal
tools and resources that promote awareness and understanding of ESG investment factors across its investment
teams. BlueBay’s aim is to empower its investment teams to use their ESG knowledge and incorporate this into
the investment decision-making process. As the ultimate risk takers, BlueBay believes these individuals are best
placed to make the valuation and portfolio construction decisions, informed by the ESG risk analysis.
Formal oversight of BlueBay’s ESG investment efforts occur at various levels:
•

•

Regular interactions with the ESG Investment Working Group (ESG IWG)29 which has the remit to
promote ESG incorporation among investment teams, and is primarily comprised of representatives
from each of the different investment functions; and
Periodic updates to the Management Committee and LLP Board on ESG investment practices and
performance.

24

Currently an extended approach is applied to controversial weapons producers, which includes screens on nuclear weapons, as well as
tobacco and fossil fuel related screens (e.g. thermal coal).
25 Currently the conduct-based exclusion applied is norms-based per the UN Global Compact compliance status.
26 This term relates to The Investment Association’s use of the term. In the context of SFDR, such strategy would would be categorised as
meeting the conditions set out by Article 9 as it has Sustainable Investment as its investment objective. Such funds also have Sustainability
Risks integrated into the investment decision making process.
27 Under SFDR, SMAs may be either categorized as Article 8 or 9 or ‘other’ depending on their nature. All SMAs integrate Sustainability Risks
into the investment decision making process.
28 Up until January 2020, the ESG investment team was formally part of the Investment Risk function.
29 This Group is focused on promoting ESG integration among the investment teams. Members include: Director of Investment Operations
(Chair, representative of the CIO office), representatives from the ESG Investment team (secretariat), representatives from investment
professionals (representatives from heads of strategies, portfolio managers and credit analysts, as well as Global Business Development).
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To aid our ESG investment efforts, BlueBay subscribes to ESG data, analysis and insights from several specialist
third party ESG research vendors, as well as from other external stakeholders (such as sell-side brokers,
regulators, academia and not for profits), which help inform on ESG investment decisions. These complement
BlueBay’s in-house investment team’s knowledge and insights as well as our proprietary issuer ESG analysis. Our
engagement with non-issuer stakeholders also represents an important source of ESG investment insights.

COLLABORATION AND PROMOTING BEST PRACTICE
The development of this Policy and BlueBay’s ESG practices have been informed by reference to, and
consideration of, current best practice with regards to ESG investing. Being an iterative and dynamic process,
our approach and strategy with regards to ESG investing will evolve over time as we build on, and learn from,
our own efforts as well as from others. BlueBay is committed to working with peers and other stakeholders on
promoting incorporation of ESG into investing. We view our ongoing and active membership of the (UNsupported) Principles for Responsible Investment (PRI)30 as an important mechanism for achieving this, although
we also have membership or participation in a range of other ESG investment related industry initiatives31.

TRANSPARENCY & ACCOUNTABILITY
BlueBay is committed to providing timely and relevant external communication and reporting of our ESG
investment efforts, including in line with regulatory requirements32. Where possible, ESG information will be
made publicly available, including on the BlueBay corporate website (www.BlueBay.com/ESG). We also produce
annual ESG investment reports, which summarise our practices and performance for the relevant reporting
period. BlueBay also formally fulfils the reporting requirements that being a PRI signatory entails, in the form of
the annual Transparency Report, which is available on the BlueBay and PRI website (www.UNPRI.org).

CONTACT DETAILS
For more information about ESG investment management at BlueBay, please contact: ESG@BlueBay.com

30 BlueBay has been

a signatory of the PRI since July 2013. Visit our website for the latest information on our ESG investment related industry
memberships and collaborations.
31 Details on industry ESG participation can be found on the BlueBay corporate website (www.BlueBay.com/ESG).
32 We will produce relevant reporting where applicable, in line with the requirements of SFDR.
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This document may be produced and issued by the following entities: In the United Kingdom (UK) by BlueBay Asset
Management LLP (BBAM LLP), which is authorised and regulated by the UK Financial Conduct Authority (FCA),
registered with the US Securities and Exchange Commission (SEC) and is a member of the National Futures Association
(NFA) as authorised by the US Commodity Futures Trading Commission (CFTC). In United States, by BlueBay Asset This
document is proprietary information of the BlueBay group, and it may be issued in the European Economic Area (EEA), by
BlueBay Funds Management Company S.A. (the ManCo), which is regulated by the Commission de Surveillance du Secteur
Financier (CSSF). In Germany and Italy, the ManCo is operating under a branch passport pursuant to the Undertakings for
Collective Investment in Transferable Securities Directive (2009/65/EC) and the Alternative Investment Fund Managers
Directive (2011/61/EU). In the United Kingdom (UK) by BlueBay Asset Management LLP (BBAM LLP), which is authorised and
regulated by the UK Financial Conduct Authority (FCA), registered with the US Securities and Exchange Commission (SEC)
and is a member of the National Futures Association (NFA) as authorised by the US Commodity Futures Trading Commission
(CFTC). In United States, by BlueBay Asset Management USA LLC which is registered with the SEC and the NFA. In Switzerland,
by BlueBay Asset Management AG where the Representative and Paying Agent is BNP Paribas Securities Services, Paris,
succursale de Zurich, Selnaustrasse 16, 8002 Zurich, Switzerland. The place of performance is at the registered office of the
Representative. The courts of the registered office of the Swiss representative shall have jurisdiction pertaining to claims in
connection with the distribution of shares in Switzerland. In Japan, by BlueBay Asset Management International Limited
which is registered with the Kanto Local Finance Bureau of Ministry of Finance, Japan. In Australia, BBAM LLP is exempt from
the requirement to hold an Australian financial services license under the Corporations Act in respect of financial services as
it is regulated by the FCA under the laws of the UK which differ from Australian laws. In Canada, BBAM LLP is not registered
under securities laws and is relying on the international dealer exemption under applicable provincial securities legislation,
which permits BBAM LLP to carry out certain specified dealer activities for those Canadian residents that qualify as "a
Canadian permitted client”, as such term is defined under applicable securities legislation. The BlueBay group entities noted
above are collectively referred to as “BlueBay” within this document. The registrations and memberships noted should not
be interpreted as an endorsement or approval of BlueBay by the respective licensing or registering authorities.
This document is intended only for “professional clients” and “eligible counterparties” (as defined by the Markets in Financial
Instruments Directive (“MiFID”) ) or in the US by “accredited investors” (as defined in the Securities Act of 1933) or “qualified
purchasers” (as defined in the Investment Company Act of 1940) as applicable and should not be relied upon by any other
category of customer. Policy wording is subject to change without notice. No part of this document may be reproduced,
redistributed or passed on, directly or indirectly, to any other person, or published for any purpose without the prior written
consent of BlueBay. Copyright 2021 © BlueBay is a wholly-owned subsidiary of Royal Bank of Canada (RBC), and BlueBay
may be considered to be related and/or connected to RBC and its other affiliates. ® Registered trademark of RBC. RBC GAM
is a trademark of RBC. BlueBay Funds Management Company S.A., registered office 4, Boulevard Royal L-2449 Luxembourg,
company registered in Luxembourg number B88445. BlueBay Asset Management LLP, registered office 77 Grosvenor Street,
London W1K 3JR, partnership registered in England and Wales number OC370085. The term partner refers to a member of
the LLP or a BlueBay employee with equivalent standing. Details of members of the BlueBay Group and further important
terms which this message is subject to can be obtained at www.bluebay.com. All rights reserved.
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