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Nordea Asset Management: Early investment in ESG products and tools
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ESG risk is today recognised as fact – and can be Physical, Legal, Reputational, Transition-

related, tied to Degradation of Natural Capital, or…

Only for illustrative purposes
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The consensus on the relevance of ESG to returns has changed
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Ethics come at a cost 
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Nordea is a leading European ESG manager
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2021 Nordea Institutional and Wholesale 

flows by country
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MiFID II 

Sustainability Update

(Aug 2022)

SFDR
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The EU Commission is serious about this, too! 

EU Taxonomy
• Defines what is a sustainable economic 

activity

• Starting with environment/climate – social 

taxonomy next

• Is a tool used by SFDR and MiFID, but 

also governs companies’ own disclosure 

under CSRD – incl. Nordea Bank!

• Meant primarily to govern disclosure 

requirements, when making claims 

about ESG and sustainability about 

investment products

• (Over)interpreted by the market as a 

proxy for ESG/Sustainability labels

• Does require some tests to be 

performed: 

• “Good Governance” (Art 8 and 9)

• DNSH (Art 9)

• Introduces requirement to perform customer due diligence 

regarding sustainability preferences – Nordea Bank far ahead!

• Governs what can be sold to clients with Sustainability 

Prefererence. Must have at least one of below:

a) Minimum proportion sust. investments, or

b) Minimum Taxonomy aligned investments, or

c) Takes into account (and reports on) PAI

• Introduces requirement to perform product governance ref. 

sustainability – applies to both producer and distributor!

MiFID will be the “binding constraint”!



Confidential

• SFDR Article 6, 8 and 9 – the first thing most will look at, but not the last

• “Double Materiality” – the commission wants you to take externalities 

into account, even if not immediately financially material

• Taxonomy eligible vs taxonomy aligned – few activities are eligible, 

and even fewer aligned

• Activity level (taxonomy) vs issuer level (SFDR)

• Estimated vs reported data – current data coverage and quality is low

• “Principal Adverse Impact” – 18+ key indicators of “ESG-ness”

• “Good Governance” – going beyond the traditional definition to include 

employee relations and tax issues

• “Do no Significant Harm” – Can probably be context-dependent but     

still to be taken seriously

• “Sustainable Investments” – Must have GG, DNSH and contribute to a 

sustainability goal (e.g. Taxonomy, SDG’s)

• CSRD – will change the data landscape (see estimated vs reported)
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Key terms to keep in mind:

Source: REGULATION (EU) 2019/2088 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL, MSCI
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€ 281 bn
Total NAM AUM  

€ 148.5 bn

€ 17.5 bn

€ 11 bn

€ 177 bn
RI Solutions*

63%
Of total AUM in 

RI solutions 
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Nordea Asset Management’s RI AUM in detail Q3, 2021

ESG Thematic

ESG STARS

ESG enhanced

Source: Nordea Investment Management AB. Data as of: 30.09.2021
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SFDR Classification: Article 8 is a “broad church”
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Each Asset Manager must decide what they are willing to present as Art 8

Nearly 

verbatim 

extract of 

NAM’s 

classification 

policy   
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Nordea’s classification is conservative
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Funds
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Where is the tipping point?
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Even Art 6 does not mean that ESG can be ignored
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Ethics come at a cost 
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Art 6

“Other Financial Products”

- Must still take Sust. Risk into 

account or declare otherwise!

“Art. 6”
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”Sustainable development 
is development that meets 
the needs of the present, 

without compromising the 
ability of future 

generations to meet their 
own needs.”
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”Our common future” (The Brundtland report), October 1987

Addressing the “Double Materiality”
i.e. not just portfolio risk, but externalities too!

Environmental and social materiality ( ≈ PAI’s) Financial materiality ( ≈ Sustainability risk)

SFDR language
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Product Governance and CDD under MiFID – the European perspective

Distributor X End users

Product 

Governance 

processes
CDD and 

advisory process

§
FSA supervision/inspection: Are processes credible, consistent, 

well-documented and have end user’s interest in mind?

“Which types of clients is 

the product appropriate 

for?”

• Risk level

• Investment experience

• Fee vs exp. Return

• And now: 

Sustainability profile 

(incl. PAI and/or Sust. 

Inv. % and/or Taxo % )

“Is the product 

appropriate for this 

particular customer?”

• Risk level

• Experience

• Fee vs exp. Return 

and service level

• And now: 

Sustainability profile 

(incl. PAI and/or Sust. 

Inv. % and/or Taxo % )

Approach will vary from 

market to market!
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Appendix – for discussion if relevant
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Nordea Asset Management 

Responsible Investments Team

Olena Velychko n.n

Senior Impact Analyst Senior Impact Analyst

n.n. Fuad Alam

Senior Impact Analyst Student ESG Analyst

Tim Buckby

Director, Impact Private Equity

Arvinder Tiwana

Senior ESG Analyst

Magdalena Kettis, PhD

Director, 

Thematic Engagement

(Proxy Voting Team: Erik Durhan, Jan Särlvik)

Katarzyna Salacinska

Senior ESG Analyst

Philip Wrangberg

Senior ESG Analyst

n.n.

Senior ESG Analyst 

Julien Grouillet

Senior ESG Analyst

Thrainn 

Halldorsson

ESG Data Scientist

Louis Beuzit

ESG data Scientist

Eric Pedersen

Head of Responsible Investments

Katarina Hammar

Active Ownership
Eric Pedersen

ESG Quant              Climate

• ESG Risk score models

• Proprietary ESG platform, 
tools and development

• Ad hoc ESG Data-driven 
analysis 

• RI policy/RIC and norm/incident based engagement

• Thematic engagement, industry initiatives and proxy 
voting

• Overall engagement planning, coordination and 
reporting

• Stars product responsible

• Company analysis and scoring

• Product development 

• Investment-led engagement

• Trill Impact product responsible

• ESG and SDG impact analysis

• Impact roadmap activities with portfolio companies 

Hetal Damani

Impact Private Equity

Quentin Hutteau

ESG Analyst

Till Jorde

ESG Analyst

Elin Noring

ESG Analyst

Mats Hellström 

Senior Proxy 

Voting AnalystE
S

G
 Q

u
a
n

t

E
S

G
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 &
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Harry Granqvist

Senior ESG Analyst

Astrid Fellingham

Senior ESG Analyst 

Sara Romby

Student ESG Analyst

C
li

m
a
te

• Focused climate and 
related expertise

• NZAM

• TCFD, IIGCC etc.

• Labels

Michaela Zhirova

ESG Products & Research

Source: Nordea Investment Management AB. 
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Paris alignment in practice: The Nordea Fossil Fuel Transition List selects fossil 

fuel companies that align with the 2°C target 
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Fossil fuel companies that prevent

the Paris target from being met

Paris-Aligned Fossil Fuel List (PAFF)

Companies that have a declared path              

to transition away                                                     

from fossil fuel dependence

and help meet the

<2°C global warming target

2°C

C
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Current CO2

emissions from fossil 

fuels

With few exceptions, Nordea Art 8 funds can only 

invest in fossil-related companies that plan to stay 

inside their imputed carbon budget:

Currently 180 names out of ≈2000 analysed

2°C global

warming target

<2°C 

fossil fuel 

emissions 

budget

Research

from

Sources: Nordea Asset Management, Transition Pathway Initiative
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The roles of RI in NAM

NAM Responsible Investments Team

STARS funds (Art 8) Thematic funds (Art 8/9) Other ESG/Art 8 products Firm-wide ESG policy, 

covering Art 6, 8, 9

• RI team analyses, assigns 

STARS ESG scores, and                      

– together with pm teams –

engages with portfolio companies

• RI has sole decision power on a 

holding-by-holding basis

• Funds holdings must have a set 

minimum STARS Score

• STARS are “born” SFDR Art 8 

• RI team analyses, and                                                        

– together with pm teams –

engages with portfolio companies

• Thematic funds can be                 

Art 8 or 9

• For Art 9 products, RI must sign 

off on DNSH, Minimum 

Safeguards and Alignment with 

the Sustainable Investment 

Objective

• RI team provides policy 

guidance and signs off on 

methodology and SFDR 

classification 

• For some products, STARS 

ESG scores are used to 

determine allowed portfolio 

holdings

• RI team is responsible for policy formulation 

(the NAM Responsible Investments Policy, 

Climate Policy, Investor alliances etc.), 

which is presented to the NAM Responsible 

Investments Committee (RIC) for decision

• RI ensures firm-level Norms and Principal 

Adverse Impact (PAI) screening, and 

recommends action to RIC

• RI team is in charge of commitments and 

co-operation with investor alliances, PRI, 

academia etc.

RI Team provides Thematic and Norms/PAI-driven engagement across portfolios

RI Team maintains Paris-Aligned Fossil Fuel (PAFF) positive list of 

companies used by most Art 8/9 products
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Integrating PAI: Moving firm-level screening from re-active to pro-active

PAI integrated into the existing norms screening process (all products) Additional layer of analysis for Article 8/MiFID “ESG” products (“to be”)

ISS ESG Norms 

flagging

RI Team analysis and 

recommendation

RIC 

decision

Exclusion Engagement No action

Data source 

1

Data source 

2

Data source 

n

NAM PAI 

engine

: New

NAM PAI 

engine

Portfolio manager 

evaluation and decision

Security-

level PAI 

report

PAI 

“hit-list”

Firm-level 

PAI report

Product-

level PAI 

report

Data source 

1

Data source 

2

Data source 

n

Client Reporting
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Company Meetings 

Fields Visits

Proprietary Research 

Internal DataExternal Data
Proprietary ESG Platform 

Available for 100% 

of NAM’s PMs

NAM Quant ESG Score 

Covering almost 100% of 

selected benchmarks

Deep ESG evaluation  

Performed by ESG 

Dedicated analysts 

NAM Analyst ESG Score 

Covering ESG-enhanced 

portfolios A - B - C

A - B - C

21

The process 
Proprietary ESG Scoring

NAM STARS Funds



Confidential

R
a
ti
n
g

E
S

G
 R

is
k
s

W
e
ig

h
t

P
ill

a
r

Source: Nordea Investment Management AB. Note: For illustrative purposes only. 

Business

Model 

Governance 

Quality 

Business & 

Governance 

Ethic

Environment Social

A, B, C A, B, C A, B, C A, B, C A, B, C 

Risk Exposure  

Financial Risk 

Reputational Risk 

30% 10% Variable (%) Variable (%) Variable (%)

1-3  

1-3  

1-3  

1-3  

1-3  

1-3  

1-3  

1-3  

1-3  

Rating 

• Key sector issues are identified (SASB)

• These are complemented with key company-

specific issues 

• Each pillar is rated – one overriding factor can not 

arbitrarily set the rating 

• Policy, strategy, performance are KPIs evaluated 

Risk Exposure  Risk Exposure  

Financial Risk 

Reputational Risk 

Financial Risk 

Reputational Risk 

Weighting 

• Business model 30%

• Governance Quality 10% (implicitly assessed in 
the remaining three pillars) 

• Business ethics, Environment and Social have 
variable weights based on 

1. Risk exposure: Materiality Key risk if more 

than 30% of operations in high risk area

2. Financial Impact: Magnitude example fines 

10% of revenue

3. Reputational: Impact on brand/reputation

22

Nordea Asset Management’s approach to “Best in Class” ESG standards
The ESG scorecard
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Firmly positioned amongst the top ESG players
The quality our ESG expertise was recognised in the run-up to SFDR

Top 30 ESG Managers by flows ($bn)1 ESG rated funds in 4 and 5 star categories as a % of total ESG rated funds, and 

the % of ESG funds with a Morningstar Sustainability rating above average/high2

Source: Morgan Stanley Research as of May 2020. Note: The chart herein contain, is a fragment of Morgan Stanley Research “Who is

Best Placed if Covid-19 Accelerates ESG Trends?” and includes the top 25 Managers by size of ESG AuM as per Morningstar data. ©

2020 Morningstar, Inc. All Rights Reserved as of 30.04.2020, US Flex Cap Equity. The Morningstar Rating is an assessment of a

fund’s past performance — based on both return and risk — which shows how similar investments compare with their competitors. A

high rating alone is insufficient basis for an investment decision. Past performance is no guarantee of future results. Historical

Sustainability Score as of 31.03.2020. Sustainability Rating as of 31.03.2020. Sustainalytics provides company-level analysis used in

the calculation of Morningstar’s Historical Sustainability Score. Nordea Investment Funds S.A. only publishes product-related

information and does not make any investment recommendations.
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NAM is a founding member of NZAM – 1st targets published November 1st: 

57% of Equity AuM
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How do NZAM targets relate to PAI and PAFF?

They all pull in the same direction
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PAFF

PAI

NZAM 

targets

PAFF helps NZAM by:

▪ Finding sector-relative low-

emitters in fossil sectors

▪ Finding fossil high-emitters that

cut emissions over time

PAFF helps PAI by:

▪ Avoiding sector-

relative high-emitters 

in fossil sectors

PAI helps NZAM by:

▪ Flagging sector-relative 

high-emitters in all sectors

NZAM helps PAI by:

▪ Better PAI 

numbers for funds 

meeting targets

▪ Low-carbon issuer selection

within sectors

▪ Issuer emission reductions

in the real world

15%

19%

55%

58%

12%

41%

0%

20%

40%

60%

80%

100%

Funds with PAFF Funds without PAFF

Difficulty of meeting NZAM targets1

(equity only)

Very easy Somewhat easy

Somewhat difficult Very difficult

% of 

assets

Base year Target year

Sector 

allocation Issuer 

selection Issuer 

emission

reductions

Carbon 

footprint

Drivers of NZAM target fulfilment

1) Not accounting for the decarbonization that will be delivered by PAFF companies who have set emission targets, which is a central component of PAFF.
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NAM engagement processes

Bottom-up  

“Investment-led”

Engagements

- Proposed by 

investment 

boutiques or RI 

analysts

Top-down  

“Thematic” 

engagements

- Linked to the 

NAM ESG 

strategy

Top-down 

“Norms”

Engagements

- Triggered by 

external  

incidents or                  

“Red Flags”

Co-ordination and 

prioritisation by RI 

Active Ownership

Tracking and 

reporting by RI Active 

Ownership

Concrete company dialogue 

managed co-operatively 

between RI and boutiques 

Proxy voting by 

Corporate Governance/ 

Active Ownership



Confidential

Engagements in 2020 Engaged Sectors 

Engagement - SDGs 
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Active Ownership: Key tool to create impact and performance – and to manage reputational risk

Source: UN, https://www.un.org/development/desa/en/news/sustainable/sustainable-development-goals.html
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• In January 2021 we introduced the Voting 2.0 

project, with a goal to heavily increase voting over 

the next two years.

– Goal for 2021 was 80% of all votes for the year 2021 – while the 

corporate governance team implemented the new setup.

• For the period start of January until June we have 

voted in around 95% of all AGM/EGMS

• Above our stated goal of 80% for 2021, with a 

majority of the season now behind us.
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We have ramped up our voting – as required by clients
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Climate Engagement: Nordea’s TCFD climate disclosure 

engagement campaign 2019-2021
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3M

AT&T

Kimberly-Clark

Mohawk

Verizon

Westrock

XCEL Energy

Allegion

Eversource

Hawaiian Elec

ON Semi

Waste Mgmt

TC Energy Corp

IENOVA

Fresenius

Linde

Evonik

Infineon

Vinci SA

Jeronimo Martins

Novartis

Clariant

TSMC

Samsung Elec

Samsung SDI

Antofagasta

East Japan Rway

Essity

ABB Nokia

What? 

The Nordea RI team selected 33 companies to engage on the TCFD recommendations

Why? 

Improve climate-related disclosure

TCFD recommends climate-related disclosures on

▪ Governance

▪ Strategy

▪ Risk management

▪ Metrics & targets

Who? 

Top NAM holdings and STARS funds

Companies selected from this universe based on

▪ Not part of Climate Action 100+

▪ High total GHG emissions

▪ High GHG intensity

▪ Not already committed to TCFD

When? 

Public commitments by 2020-2021

▪ Letters to company CEOs were sent in July 

2019, spelling out NAM’s expectations that…

▪ full TCFD alignment may take years, but that

▪ our objective was for companies to publicly 

declare their alignment ambitions in 2020-21

SCA

Trelleborg 

Lundin Energy 
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Climate engagement - Nordea leads the coalition to cancel Vung Ang 2

for illustrative purpose

June 2020 Oct 2020 March 2021Feb 2021 May 2021
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Engaging with the pharma industry on water pollution 
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Anti Money Laundering (AML) initiative with banks 2020-2021

32

What? 

The RI team is engaging with 11 European banks to improve AML risk transparency

Why? 

Improve AML-related disclosure

Who? 

Big European banks and STARS funds

- European (5) and Nordic banks (6)

- Relevant for Stars investments

When? 

Initiated in 2020 with first results in 2021

The desired outcome of this work is

increased transparency on key AML

compliance management activities.

- Fighting money laundering has become a high-prole

issue for the Nordic region after Danske Bank and

Swedbank became embroiled in a money laundering

scandal involving their businesses in the Baltics, costing

both billions in market value. The issue is not limited to

the Nordic region as shown by Deutsche Bank and ING

cases.

- As this is an industry wide issue and there is limited

transparency provided on the key risk indicators, NAM

have decided to initiate a collaborative engagement in a

small group of asset owners.
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Corporate Human Rights Policy Engagement


