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More than 10 years ago, Edmond de Rothschild 

Asset Management embraced SRI because the 

changes everyone in the world wants mean 

changing the way companies and governments 

raise money. Once the foundation stone has been 

laid, we have to translate this conviction into an 

investment process. And the real impact of this 

reinforced approach can only be assessed by actual 

investments.

Our mission was to support the real economy and 

offer our investors risk-related returns that met their 

expectations. Developing a socially responsible 

investment policy still requires us to comply with our 

investors’ expectations. This also means we must 

share the same guidelines without fundamentally 

changing our mission but rather making  it more 

useful for the planet and society.

How have we integrated this strong conviction? 

What consequences have these changes had on 

imbedded risk and performance in the fixed income 

universe? And can SRI criteria be applied to all asset 

classes?

The answers to these questions clearly depend on 

each segment and each bond asset class. That is 

why we asked our corporate debt experts to explain 

how this transformation is progressing.

ALAIN KRIEF
Head of Fixed Income

EDITORIAL

SRI IS NOW A NECESSITY
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WITH
SRI is booming. Equity fund managers quite easily embraced ESG integration as 
a way of improving risk/return profiles.  But for some years now, extra-financial 
analysis has become increasingly important in the fixed income universe. We 
are now at a turning point and the gap between the two segments is gradually 
narrowing.

More than 10 years ago, Edmond de Rothschild Asset Management began rolling  
out a credible socially responsible investment strategy, long before everyone 
started to jump on the bandwagon. Our investment teams harness proprietary 
ESG analysis to forge strong convictions. To offer clients more resilient funds 
with the potential of higher long-term returns, we have made ESG integration an 
integral part of our corporate debt range.

ROUND-TABLE DISCUSSION

SRI IN THE FIXED INCOME 
UNIVERSE CURBS 
UNDERPERFORMANCE

IS SRI FOR YOU 
AN OBLIGATION 
OR A GENUINE 
CONVICTION? 

Cristina Jarrin: My personal convictions 

already reflect the actual situation on 

markets. Taking ESG criteria into account 

allows us to be positioned as the long-term 

investors we naturally want to be. We seek 

to improve risk-return profiles. Clearly our 

clients are totally in favour of our particu-

larly distinctive extra-financial analysis and 

perhaps investor profiles have changed. 

ESG issues are now a focus for the X, Y and 

Z generations and this is driving demand. 

And yet there is still a very limited supply of 

SRI international convertible bond funds.

Lisa Turk: Client requests match our mount-

ing determination to focus on companies 

which are more responsible and which 

take as much care over ESG measures 

as financial aspects. Some criteria have 

always been key factors in our credit anal-

ysis. Governance for example, requires us 

to be increasingly vigilant in the emerging 
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market zone. And governance at country 

levels, just like legal frameworks, the inde-

pendence of institutions and rule of law, 

has an influence on corporate governance. 

Sanctions against CEOs of Russian compa-

nies and the Petrobras corruption scandal 

in Brazil are just two examples of this. In 

recent years, emerging countries and 

companies have largely developed gov-

ernance by introducing 

more relevant regulations 

and governance codes of 

conduct while improving 

board transparency, inde-

pendence and diversity 

as well as shareholding 

structures and concentra-

tion. These efforts explain 

why international inves-

tors are more and more 

keen to invest in the asset 

class. We are also seeing 

environmental and social 

criteria being increasingly 

adopted. For example, 

some Brazilian beef producers are fight-

ing against deforestation in the Amazon. 

Companies are therefore aware of growing 

demand for SRI and its benefits and acting 

accordingly. True, it is not always easy to 

check to what extent, but it is the same 

problem in developed countries, probably 

because there is no one single set of ESG 

criteria.

Julien de Saussure: SRI has become a real 

client need, an inversion of previous stand-

ards. The sales momentum is such that it is 

no longer an option. It is now a must-have 

rather than a nice-to-have approach in 

RFPs. Standards have now been set and 

we have to comply with them. Even so, 
we have to be careful about possible neg-
ative effects like bubbles and investment 
universe restrictions. Applying an extra 
exclusion filter may in some cases create 
concentration risk and harm portfolio 
diversification.

Alexis Foret: In my view, SRI is essentially 
a strong global trend, 
including in fixed income. 
We are witnessing an 
industrial tidal wave that 
is fundamentally changing 
investment management 
approaches. It is really 
about every player adapt-
ing to a new situation, em-
bracing new investment 
standards and speaking 
the same language. Both 
issuing companies and 
our own investment 
company are concerned. 
We can no longer simply 
look at financial aspects. 

Extra-financial criteria are now embedded 
in analysis and influence our portfolio 
construction and the way we establish 
investment objectives. We always strive 
to take ESG criteria into account, thereby 
enriching the existing investment process.

Marc Lacraz: Integrating an SRI approach 
in our investment process was an obvious 
decision. To start with, it was one of our 
shareholder’s strong convictions. And over 
the last year or so, issuing companies have 
become increasingly aware of the theme 
and clients more and more favourable. It 
is simply impossible to behave as if SRI did 
not exist. We are really at a tipping point.

WE ARE WITNESSING 
AN INDUSTRIAL 

TIDAL WAVE THAT 
IS FUNDAMENTALLY 

CHANGING 
INVESTMENT 

MANAGEMENT 
APPROACHES.

Alexis Foret
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IS SRI SCREENING 
APPLICABLE IN 
YOUR SEGMENT?

CJ: It is perfectly possible to apply SRI 

screening to convertibles but doing so 

creates a defensive bias, 

essentially by increasing 

the number of invest-

ment grade issues in the 

portfolio. For us, that is 

not a problem. Extra-fi-

nancial analysis helps 

reinforce downside 

cushioning. Convertible 

bond convexity already 

provides protection and 

companies which have 

an ESG policy are more 

likely to produce better 

returns in the future. We 

steer clear of companies 

with poor governance 

and low profitability 

as well as those with 

high levels of debt.  

Integrating ESG criteria 

seeks to improve the portfolio’s quality 

and its risk/return profile, showcasing our 

commitment to long-term investing.

LT: ESG considerations are clearly com-

patible with emerging corporate debt. 

Contrary to received wisdom, most large 

companies in emerging countries are 

fully aware of how important it is to take 

ESG criteria on board. In the JPM CEMBI 

emerging corporate bond index, around 

95% of companies are rated by Sustaina-

lytics, one of the top three extra-financial 
rating agencies. However, the number of 
well-rated companies is still relatively low 
as only 40% have an acceptable rating, 
i.e. negligible, low or medium ESG risk. 
Among well-rated companies, around 40% 
are in Asia and around 25% in Latin Amer-
ica. Nevertheless, adopting ESG criteria is 
now a priority for an increasing number of 

emerging country com-
panies and this mo-
mentum should create 
opportunities in coming 
years. Broadening the 
universe will help build 
diversified portfolios. 

JS : The financial bond 
universe essentially 
comprises large listed 
companies with good 
ratings. This helps us ful-
ly take ESG criteria into 
account and especially 
the governance factor.  
The environmental 
criterion is increasingly 
important in this seg-
ment as banks act as 
conduits in funding the 

real economy and play a leading role in, 
for example, coal-related issues. The surge 
in money laundering cases like the Danske 
Bank scandal in Denmark, has only made 
adopting ESG criteria even more neces-
sary. In our efforts to develop a holistic risk 
approach, we integrated ESG criteria in our 
analytical matrices long before SRI became 
fashionable. The greater the coverage, the 
easier it is to anticipate accidents.

AF : The high yield1 credit universe is a big 

EXTRA-FINANCIAL 
ANALYSIS HELPS 

REINFORCE DOWNSIDE 
CUSHIONING. 

CONVERTIBLE BOND 
CONVEXITY ALREADY 

PROVIDES PROTECTION 
AND COMPANIES 

WHICH HAVE AN ESG 
POLICY ARE MORE 

LIKELY TO PRODUCE 
BETTER RETURNS IN THE 

FUTURE. 
Cristina Jarrin
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challenge when applying SRI analytical 
filters. The universe comprises numerous 
private companies like entrepreneurs, fam-
ilies and financial sponsors. That means 
they do not provide much, if any, informa-
tion that we normally rely on for this sort 
of analysis. As a result, SRI analysts have to 
make special efforts, especially over pool-
ing information received by investment 
teams. The good news is that the high 
yield universe also has some very high ESG 
quality companies. Paprec and Energias 
de Portugal are two good 
examples. Our approach has 
led to us overweighting these 
companies

ML: SRI screening is easily 
applicable to investment 
grade companies as they are 
among the most compliant. 
Companies in this segment 
are generally big and provide 
detailed information. The 
universe is rather broad and 
ESG cover runs at more than 
95%2. This provides numerous 
alternatives when rotating 
portfolios. We now exclude issuing com-
panies with poor ESG ratings and we can 
already see an improvement in average 
portfolio ratings.

DO ESG CRITERIA 
REDUCE 
PERFORMANCE OR 
CREATE VALUE?   

CJ: For me, SRI curbs underperformance 
as it helps manage risks and exclude 
companies which can harm returns. For 
example, with regard to certain sensitive 

cases, alarm bells had started 
ringing. Investors will continue 
to applaud companies which 
take ESG criteria into account. 
The focus on sustainability 
should help companies which 
comply to outperform.

LT: SRI screening creates val-
ue when an investment choice 
does not just depend on a 
simple rating.  Active invest-
ing then comes into its own: 
looking beyond ESG ratings, 
the role of a fund manager 
with a privileged access to 

companies is separating the wheat from 
the chaff. Managers know their companies 
and regularly meet their executives. Value 
creation stems from this overall approach.

TO DEVELOP A HOLISTIC RISK APPROACH, 
WE INTEGRATED ESG CRITERIA IN OUR ANALYTICAL MATRICES 

LONG BEFORE SRI BECAME FASHIONABLE.  
Julien de Saussure

INVESTMENT 
GRADE 

COMPANIES 
ARE GENERALLY 

GOOD AT 
INTEGRATING 
ESG CRITERIA.

Marc Lacraz
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Exclusion 
policies help 
us send a 
clear message 
when 
necessary

At Edmond de Rothschild 
Asset Management 
(France), exclusions are a 
last resort.

However, at a time when 
some of the most unhealthy 
activities, or those which 
harm the environment, are 
being excluded throughout 
the world, we now formally 
exclude tobacco and coal. 
Fund managers now under-
take not to invest directly 
in companies linked to the 
tobacco industry. Around 
75 companies active in 
production or distribution 
are concerned.  Our partial 
coal exclusion list includes 
around 200 companies 
in the world. The policy 
came into force in the first 
quarter of 2020 and will be 
mandatory for all portfolios 
by the end of the year, all 
asset classes and geograph-
ical zones included.

JS: ESG integration helps reduce the risk 
of an adverse non-sustainable event oc-
curring and it also helps improve the risk/
return profile. We have to remember that 
risk materiality is not the same for a credi-
tor and a shareholder so exclusion criteria 
depend on the asset class.

AF: The Responsible Investment team has 
several times highlighted risk dossiers with 
an outright veto on investing or a warning, 
thereby helping us to avoid taking a po-
sition. Without such action, the portfolio 
might have suffered. It sometimes happens 
that our radar fails to detect a company 
but SRI screening then suggests we should 
carefully consider subscribing to any fu-
ture issues. 

ML: Yes, it’s true that governance signals 
alerted us to several fallen angel dossiers. 
In our segment, the biggest risk comes 
from an investment grade company being 
downgraded to high yield status.

WHAT ABOUT 
GREEN BONDS³?

CJ: The green convertible bond market is 
almost non-existent. The number of issues 
can be counted on the fingers of one hand. 
The market will probably not grow much as 
convertibles are linked to shares and there 
are no green shares. Nevertheless, the ESG 
angle is increasingly important in issue 
considerations and pricing. For example, 
Veolia Environment which has a good ESG 
rating, sold a convertible at a rather high 
price and it has since risen more, unlike 
LafargeHolcim’s deal.
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LT: The green bond universe is very limited 
in emerging countries: only around 30% of 
the $661bn green bond issuance in 2019 
came from countries in the JPM CEMBI in-
dex. And it was essentially more developed 
emerging countries like Hong Kong, Singa-
pore, South Korea and Taiwan which issued 
green bonds. Even so, 
we believe there is 
significant growth po-
tential on this market 
as emerging countries 
are on a dynamic 
economic trajectory 
and green bonds 
are one of the tools 
that could be used to 
promote sustainable 
development.

JS: Banks sell green 
bonds to fund green 
projects. But not all 
companies are pro-
ject-driven. A green 
bond issued by a bank 
is sometimes more 
expensive than a 
non-green bond with 
equivalent risk due to 
a supply and demand 
imbalance which reduces the yield.

AF: We do not have a target percentage for 
green bonds in portfolio construction. We 
take an issuing company’s holistic risk com-
pared to the instrument alone into account. 
The real question we ask ourselves is not 
whether the issue is green or not but if buy-
ing it will enrich and diversify the portfolio. 
If yes, then we start a position and thereby 
reinforce the portfolio’s defensive bias.

NEWS

EdR Fund 
Global 
Sustainable 
Convertibles 
is awarded 
the SRI label 

Edmond de Rothschild 
Fund Global Sustainable 
Convertibles has recently 
been awarded the SRI label.

It is the first international 
convertible bond in France 
to receive the label. 
It brings together for the 
first time two of Edmond 
de Rothschild Asset 
Management’s strengths, 
convertible bonds and 
responsible investing.

Our first convertible bond 
fund was launched in 
1993 and we embraced 
SRI more than 10 years 
ago. Our SRI expertise 
harnesses a proprietary 
model. The fund offers 
an original and defensive 
approach within a selective 
investment framework both 
regarding extra-financial 
criteria and actual bond 
picking. It also benefits 
from a broad investment 
universe.

LOOKING 
BEYOND ESG 

RATINGS, 
THE ROLE 

OF A FUND 
MANAGER 

WITH A 
PRIVILEGED 
ACCESS TO 
COMPANIES 

IS TO 
SEPARATE 
THE CHAFF 
FROM THE 

WHEAT.  
Lisa Turk
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ML: The portfolio holds more and more 
green bonds. As with Alexis, our screening 
is applied to the issuer and not the instru-
ment. Holding a virtuous bond issued by 

a company with only an average rating 
is not part of the Group’s SRI investment 
philosophy.

1. The High Yield bond category is a segment of the credit market 
which carries a higher risk of default than Investment Grade bonds. 
This higher risk is offset by a higher coupon. High yield bonds are 
rated BBB- or under (according to S&P standards).

2. Source : Edmond de Rothschild Asset Management.

3. A green bond is a bond whose proceeds are used to fund envi-
ronment-friendly projects.

Edmond de Rothschild Fund Global Sustainable Convertibles is a 
sub-fund of the Luxembourg-registered SICAV authorised by the 
CSSF and authorised for marketing in France, Luxembourg, Austria, 
Germany, Spain, United Kingdom, Netherlands. Until 30/10/2019, 
the sub-fund was called “EdR Fund – Convexity”. The fund is in 
risk category 3 (A and I units), which corresponds to the type of 
securities and geographic regions detailed in the “Objectives and 
investment policy” section of the Key Investor Information Docu-
ment (KIID).  SUBFUND RISK PROFILE: Credit risk, Risk of capital 
loss, Risk related to the holding of convertible bonds, Interest rate 
risk, Risk related to SRI (Socially Responsible Investment)-based 
selection.

DISCLAIMER : May 2020. This marketing material has been issued 
by Edmond de Rothschild Asset Management (Suisse) S.A. (here-
inafter “Edmond de Rothschild”). It may be used by other entities 
of the Edmond de Rothschild Group and may be made available 
to their clients. It is not intended for persons who are citizens 
of, domiciled or resident in, or entities registered in a country or 
jurisdiction in which its distribution, publication, provision or use 
would infringe existing laws or regulations. This material has no 
contractual value and is provided to you for information purpose 
only and should not be construed as personalised investment 
advice or a recommendation or solicitation or offer to buy, sell or 
hold any security or financial instruments or to adopt any invest-
ment strategy. Some instruments and services, including custody, 
may be subject to legal restrictions or may not be available world-
wide on an unrestricted basis. This material is based on informa-
tion obtained from sources or third party materials considered 
reliable. Edmond de Rothschild uses its best effort to ensure the 
timeliness, accuracy, and comprehensiveness of the information 
contained in this document. Nevertheless, all information and 
opinions expressed herein are subject to change without notice. 
No guarantee is provided as to the exhaustiveness or accuracy of 
this material. The information contained within this material has 
not been reviewed in the light of an individual’s specific circum-
stances, objectives or needs. Furthermore, tax treatment depends 
on the individual circumstances of each person and may be sub-
ject to change in the future. Therefore, a prospective investor is 
not released from the need to exercise his/her own judgment 
with regard to his/her specific investment objectives or to seek 

financial, legal or tax advice from professional advisers as appro-
priate. This document does neither constitute legal nor tax advice.
Every investment entails risks, particularly the risk of fluctuating 
prices and returns. Past performance and volatility are no indi-
cation of future performance or volatility and are not constant 
over time. Special risks are associated with foreign investing, 
including currency fluctuations, economic instability and political 
developments. The investor may not receive back the full amount 
invested. When an investment is denominated in a currency other 
than the reporting currency, changes in exchange rates may have 
an adverse effect on the value of that investment. The liquidity of 
an investment is subject to supply and demand. Some products 
may not have a well-established secondary market or in extreme 
conditions may be difficult to value, resulting in price volatility and 
making it difficult to obtain a price to dispose of the asset. Further-
more, the instruments or investment strategies mentioned in this 
material may carry risks other risks. No entity part of the Edmond 
de Rothschild Group, neither its directors, officers nor employees, 
can be held liable for direct or indirect harm, losses, costs, claims, 
compensation or any other expenses that may result from the 
use or distribution of this material or from any decision to invest, 
divest or take no action on the basis of this material. Reproducing 
or distributing this material in whole or in part to any third party 
without the prior written consent of Edmond de Rothschild is pro-
hibited. The “Edmond de Rothschild Fund” funds mentioned in this 
material are sub-funds of the Edmond de Rothschild Fund SICAV, 
which are organized under the laws of Luxembourg, and have 
been approved to be offered in Switzerland by the Swiss Finan-
cial Market Supervisory Authority (« FINMA »). The “Edmond de 
Rothschild SICAV” funds mentioned in this material are organized 
under the laws of France and have been approved to be offered 
in Switzerland to non-qualified investors by the Swiss Financial 
Market Supervisory Authority («  FINMA  »). The Prospectus, the 
annual and semi-annual reports, KIDs, articles of association can 
be obtained, free of charge upon request, from the Representative 
or from the following website: http://funds.edram.com.

REPRESENTATIVE AGENT 
IN SWITZERLAND
EDMOND DE ROTHSCHILD 
ASSET MANAGEMENT (SUISSE) S.A.
rue de l’Arquebuse 8 ; Case postale 5441; 1211 Geneva 11. 

PAYING AGENT IN SWITZERLAND
EDMOND DE ROTHSCHILD (SUISSE) S.A.
rue de Hesse 18 ; 1204 Geneva

www.edram.ch
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EDMOND DE  ROTH SC HILD
RESPONS I BLE  INVESTMENT

edmond-de-rothschi ld.com
The data, comments and analysis in this bulletin reflect the opinion of Edmond de Rothschild Asset Management (France) 
and its affiliates with respect to the markets and their trends, their regulation and tax treatment, on the basis of its own 
expertise, economic analysis and information currently known to it. However, they shall not under any circumstances be 
construed as comprising any sort of undertaking or guarantee whatsoever on the part of Edmond de Rothschild Asset 
Management (France). Non-binding document. This document is for information purpose only. Any reproduction, 
disclosure or dissemination without prior consent from the Edmond de Rothschild Group is strictly prohibited. Any 
investment involves specific risks. We recommend investors to ensure the suitability and/or appropriateness of any 
investment to its individual situation, using appropriate independent advice, where necessary. Furthermore, investors must 
read the key investor information document (KIID) and/or any other legal documentation requested by local regulation, 
that are provided to them before any subscription and available at http://funds.edram.com, or upon request free of charge. 

A SUSTAINABLE 
FUTURE IS ROOTED
IN BOLDNESS.

E D M O N D  D E  R OT H S C H I L D ,  B O L D  B U I L D E R S  O F  T H E  F U T U R E


