
 

SRI INVESTMENT POLICY 

 
 

  

 



SRI INVESTMENT POLICY 

 

  

June 2020  Page 1 of 28 

   

 

TABLE OF CONTENTS 

1. CONTROVERSIAL ACTIVITY SCREENING ..................................................................................... 2 

1.1. Identification of Company Involvement in Controversial Activities ............................................................... 2 

1.2. Assessment of Company Involvement in Controversial Activities ................................................................ 2 

1.3. Final judgement of involvement .................................................................................................................... 2 

2. CONTROVERSIAL ACTIVITIES ........................................................................................................ 3 

2.1. Adult Content ................................................................................................................................................ 3 

2.2. Alcohol .......................................................................................................................................................... 4 

2.3. Activities in Oppressive Regimes ................................................................................................................. 5 

2.4. Animal Testing .............................................................................................................................................. 6 

2.5. Armaments .................................................................................................................................................... 7 

2.6. Biodiversity .................................................................................................................................................. 10 

2.7. Death Penalty ............................................................................................................................................. 11 

2.8. Electricity Generation .................................................................................................................................. 12 

2.9. Fur ............................................................................................................................................................... 13 

2.10. Gambling ..................................................................................................................................................... 14 

2.11. Genetic Modification ................................................................................................................................... 15 

2.12. Land Grabbing ............................................................................................................................................ 16 

2.13. Oil & Gas ..................................................................................................................................................... 17 

2.14. Palm Oil ...................................................................................................................................................... 18 

2.15. Nuclear Power ............................................................................................................................................ 19 

2.16. Tax Evasion ................................................................................................................................................ 20 

2.17. Tobacco ...................................................................................................................................................... 21 

2.18. Toxic Substances for the Environment and Human Health ........................................................................ 22 

2.19. Thermal Coal .............................................................................................................................................. 25 

2.20. Water Use ................................................................................................................................................... 27 

 

 



SRI INVESTMENT POLICY 

 

  

June 2020  Page 2 of 28 

   

1.  CONTROVERSIAL ACTIVITY SCREENING 

The objective of Candriam’s proprietary controversial activity screening process is to assess a company’s 

involvement in one or more controversial activities and to decide on the acceptability of the inclusion of such 

companies in an investment portfolio. 

 

This policy covers Candriam’s approach towards controversial activities. The research and evaluation process 

encompasses three main steps: 

  

1.1. Identification of Company Involvement in Controversial Activities 

Candriam’s ESG team conducts in-house analysis to identify company involvement in controversial 

activities encompassed by our Policy. Our ESG Analysts use various sources to conduct their analysis including 

information provided by external research providers, media sources and NGOs to verify the involvement of 

companies.   

 

1.2. Assessment of Company Involvement in Controversial Activities 

Company involvement in any identified area of controversial activity is assessed on a number of 

parameters covering the following variables: 

 

 Type of Involvement: for each company analysed, the type of involvement (direct or indirect) is 

considered (e.g., owners and operators, manufacturers/producers, retailers/providers, provision of 

supporting products or services); 

 Level of Involvement: based on the threshold approach applied to every type of controversial activity, 

any revenues derived from, or the production capacities of, such activities are generally used as the 

main indicator of involvement; 

 Responsible Policy: for some controversial activities, in addition to the type and level of involvement, it 

is also important to consider how the company approaches and considers its potentially 

contentious activities. Therefore the presence (or absence) of a relevant and targeted responsible 

policy that acknowledges the company’s involvement in an activity, as well as the existence of 

systems and practices undertaken to ensure that it operates in a responsible manner, are crucial 

elements in the assessment. 

1.3. Final judgement of involvement 

The goal of this last step is to decide, based on the three above-mentioned variables, on the acceptability of 

a company’s involvement in one or more controversial activities. Companies that exceed the acceptable levels 

will be excluded from that portfolio’s investment. 
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2. CONTROVERSIAL ACTIVITIES 

This section provides, for each controversial activity, a definition of the controversy, Candriam’s approach 

and the exclusion policy applied to portfolio investments. 

 

2.1. Adult Content 

2.1.1. Definition and General Context 

Adult content is usually assimilated to pornographic content. 

 

The controversial nature of pornography is usually presented as twofold: it questions the involvement of 

human beings in degrading activities as well as the potential of pornography to openly hurt modesty. 

 

Such considerations are moral-related and Candriam chooses not to take a position on this. We are more intent 

on preventing vulnerable people, such as minors, getting hurt, considering that no legal or technical system 

has yet proved to be fully reliable. 

 

In this respect, we have chosen to extend the standard definition of ‘adult content’ to ‘violent content’ (portrayals 

of acts of physical aggression by one human being against another). Media violence has long been identified 

as a social risk, as fiction may contribute to both a short-and a long-term increase in aggression and violence in 

younger (the more vulnerable) viewers, affecting their cognitive and emotional reactions. 

 

Our definition thus includes any content that delivers material not appropriate for all audiences, i.e., that 

which appeals to primary violence drives or provides explicit portrayals of sexual subject matter. 

 

2.1.2. Candriam’s Approach 

The amount and nature of sex and violence in the media should be controlled to safeguard younger viewers 

from harmful exposure. The role of the companies involved, ranging from producers to distributors, is of great 

importance. 

 

The production of explicit sexual content is usually managed by pure players, i.e. companies usually deriving 

well above 50% of their revenues from this activity. However, these companies are mainly too small to be part 

of the MSCI and hence not part of our analysis coverage. Similar purely focused companies do not exist for 

violent content as the latter is, instead, produced in mainstream media houses and appears in the form of 

advertising, film, TV and video- games. 

 

A good number of mainstream media producers can therefore be claimed to produce adult content.  
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As a matter of fact, we will, in our analysis, essentially deal with the “intermediaries” between the producer and 

the final viewer or reader. They belong to several industries: telecom and media, of course, but also to the 

leisure industry (hotels with pay-per-view in rooms, resorts with cabarets, etc.), retail and software 

(facilitating cash transactions). 

 

In these cases, we subscribe to the precautionary principle and assume that all of the major TV and film 

producers and advertising agencies are involved in adult content. Mainstream programming is rarely open about 

the amounts of revenue derived from adult activities and the numbers at hand are often best estimates. 

Retailers, cable TV operators and hotel chains are usually under the 5% threshold, in view of the small amount 

of their selling space, channels or revenue per room that can be considered as adult content. 

 

In addition, mainstream media players are usually tightly regulated in all markets, including the ‘adult 

content’ market. Hence, as companies that comply with the existing and relevant legislation can be considered to 

adequately safeguard adolescents, the presence of a responsible policy is less pertinent. 

 

2.1.3. Candriam Threshold Exclusion Level 

Candriam excludes from its ESG investments all pure players in the field of adult content as well as any 

company which derives more than 5% of its revenues from adult content, whether or not through shareholding. 

 

2.2. Alcohol 

2.2.1. Definition and General Context 

Alcohol – ethyl alcohol or ethanol – is a psychoactive drug found in beer, wine and liquor. It is produced by the 

fermentation of yeast, sugars and starches. 

 

In many parts of the world, drinking alcoholic beverages is a common feature of social gatherings. Nevertheless, 

the consumption of alcohol carries a risk of adverse health and social consequences related to its intoxicating, 

toxic and dependence-producing properties. In addition to the chronic diseases that may develop in those who 

drink large amounts of alcohol over a number of years (in particular cancer, liver cirrhosis, cardiovascular 

diseases or diabetes mellitus), alcohol use is also associated with an increased risk of acute health conditions, 

such as injuries, including unintentional injuries from traffic accidents and of violence, child neglect and abuse or 

absenteeism in the workplace. 

 

In 2011, the World Health Organisation (WHO) estimated that the harmful use of alcohol was causing 2.5 million 

annual deaths, and that alcohol-related causes accounted for 9% of all deaths in the 15-29 age group. While 

moderate alcohol consumption is generally considered a socially acceptable part of modern living, excessive 

consumption has been shown to have an adverse impact on individual health and social conditions. It can also 

generate substantial health expenditure for society.   
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2.2.2. Candriam’s Approach 

Candriam acknowledges that the excessive and chronic consumption, and use of, alcohol products can result 

in negative societal problems such as health problems and road accidents. Company exposure to the 

manufacture and/or sale of alcohol products is systematically assessed when the ESG company is screened. 

The most exposed sectors are: Food, Beverage & Tobacco, Food & Staples Retailing, and Hotels & 

Restaurants. 

 

2.2.3. Candriam Threshold Exclusion Level 

Candriam excludes from its ESG investments all companies directly involved in alcohol – i.e. brewers, 

distillers, vintners, retailers, owners & operators of alcohol establishments, restaurants that serve alcohol – as well 

as alcohol retailers that derive more than 10% of their revenues from the manufacture or sale of alcoholic 

products.. 

 

2.3. Activities in Oppressive Regimes 

2.3.1. Definition and General Context 

As responsible investors, we aim to promote sustainable development and good ethical principles.  We are 

concerned with the state of democratic standards in many countries across the world, as well as with the negative 

impacts this can have on civil society. They include, but are not limited to, encroachment on fundamental human 

rights, lack of civil rights and basic freedoms, and poor levels of human development. We believe that corporate and 

investment activities can act as a force for good to promote democracy, as long as good business and investment 

principles apply.   

2.3.2. Candriam’s Approach 

Our global investment activities expose us to non-democratic countries through our sovereign and corporate 

investment.  We have developed our own investment rules and tools to mitigate these risks, as well as to 

promote sustainable development principles.  

 

Our Oppressive Regimes list is comprised of countries in which human rights are severely breached on a 

regular basis,  fundamental liberties are systematically denied and the security of people is not guaranteed  

due to government failure and systematic ethical breaches. We also consider extremely carefully totalitarian 

states or those countries in which the government is involved in war against its own people. To constitute the 

Oppressive Regimes list, we use data provided by external sources, such as the Freedom House’s Freedom 

in the World Index, the World Bank Governance Indicators, and the Economist Intelligence Unit’s Democracy 

Index, which inform our qualitative review of non-democratic countries. 

 

For this list of countries, Candriam’s analysts have developed processes which apply to sovereign and 
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corporate investments. They include exclusion, mitigation, and engagement, depending on our risk 

assessment. 

 

2.3.3. Candriam Threshold Exclusion Level 

Corporates: 

We exclude companies from our  ESG investment universe when we consider the human rights risks to be too high 

and improperly mitigated. 

Our analysts carefully assess the potential benefits that business activities in listed countries can bring against the 

risks of potentially supporting governments in their anti-democratic practices.  We analyse company levels of 

exposure (assets in the country, sales to the market, supply chain exposure) and the nature of activities carried out: 

type of contract (e.g. whether licences to explore natural resources benefit the state or local communities), nature of 

the products and services (whether surveillance technology, data management systems or mobile networks are 

utilised by the regime to impose its authority), relationship with authorities (e.g. bribery and corruption risks), among 

others.  For a few countries considered as highly oppressive regimes, we consider any activity might bring negative 

impact.   

 

Governments: 

Debt issued by sovereign or quasi-sovereign entities that are on the Oppressive Regimes list is not eligible for 

investment by Candriam’s ESG investments. 

2.4. Animal Testing  

2.4.1. Definition and General Context 

Animal testing can be defined as tests during the course of which animals are used for experimental or other 

scientific purposes. These tests involve the dissection of living animals and other types of experiment such as 

toxicity tests. 

 

It is estimated that, annually, 50 to 100 million vertebrate animals worldwide, from  zebra fish to non-human 

primates, are used. Those animals are used to test both the products that do, and those that do not, legally require 

animal testing. 

 

2.4.2. Candriam’s Approach 

Candriam promotes the use of alternative methods of replacing animal experimentation whenever the ability 

to assess a product’s safety is not compromised. Progress on the development and validation of alternatives 

should be strongly encouraged. Nevertheless, Candriam also acknowledges that, whilst alternative methods 

can assess whether a new compound has the desired effect on isolated cells or tissues and can be helpful for 
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the screening and initial steps of hazard identification, they cannot systematically replace in vivo research. 

Hence animal research can bridge the gap between non-animal methods and human tests. 

 

Candriam therefore favours sustainable and responsible investment in companies involved in animal testing 

that comprehensively address (in a responsible policy) and comply with the “three R” principles of 

Replacement, Reduction and Refinement, which seek to use alternative methods, reduce the number of 

animals used and minimize the pain and distress experienced by animals. 

 

2.4.3. Candriam Threshold Exclusion Level 

Candriam excludes from its ESG investments all companies that perform animal tests on products for which: 

 there is no legal obligation and the company has no responsible policy (the three Rs policy); or 

 animal testing is prohibited. 

 

2.5. Armaments  

2.5.1. Definition and General Context 

A weapon, or an arms system, is a tool designed to injure, wound or kill an adversary. Arms systems 

include artillery, small arms, ammunitions, missiles & bombs, military aircraft, ships and various military vehicles. 

Weapons may be used to attack or defend, and consequently to threaten or protect. Although weapons can be 

necessary from a peacekeeping perspective, their ultimate goal of destroying or threatening human life makes 

them unethical and immoral. 

2.5.2. Candriam’s Approach 

Direct vs. Indirect Involvement  

When first looking at the armaments controversial activity, a main distinction should be made between 

companies’ direct or indirect involvement: 

 

 Direct involvement: A company is considered to be directly involved in an armaments system 

when it produces / manufactures / services / sells / trades: 

o Complete arms systems; 

o Critical components of an arms system; 

o Critical services related to an arms system. 
 

Components and services are considered to be critical components / services when they meet the following 

two conditions: 

 

o The components/services are specifically designed to be used within, or in relation to, an arms system; 

o The components/services play a role in the lethality of the arms systems. In this case, components 

and services are then called “Key components & services”. 
 



SRI INVESTMENT POLICY 

 

  

June 2020  Page 8 of 28 

   

The components and services sold to military clients that are not specifically designed for an arms system and 

that are not key components in an arms system fall into the category “Dual-use or general-purpose goods 

and/or services”. Are notably considered to be “Dual-use or general-purpose goods and/or services”: catering 

equipment & services, housing products & services, transport equipment &  services,  uniforms,  advertising  

services, office computers, cleaning services, electricity equipment & services, assurance services, the 

organisation of weapon fairs, etc. 

 

 Indirect involvement: A company can be indirectly involved in armaments through shareholding: 

o Shareholding: i.e. when a company owns stocks in other companies that are directly involved in arms 

systems and their critical components / services. 

 

Conventional v s .  Controversial Armaments.  

Secondly, when assessing a company’s involvement in armaments, CANDRIAM’s approach also takes 

into account the type of armament. Candriam’s approach thus distinguishes among conventional 

armaments and controversial armaments.  

 

Under CANDRIAM’s current approach, controversial armaments are: (1) Anti-personnel landmines, (2) Cluster 

bombs, (3)  Nuclear  weapons,  (4)  Depleted  uranium  weapons  &  armour,  (5) Chemical weapons or (6) 

Biological weapons or (7) white phosphorus. These armaments have been identified  as  controversial 

armaments because they have faced considerable criticism with regard to three criteria: 

 

 The indiscriminate nature of the weapons at the time of use: i.e., when the weapon used does not only 

strike military targets but is also likely to result in civilian casualties, in damages to civilian infrastructure 

and in other collateral damages. 

 Being identified as weapon systems that cause both superfluous injury and unnecessary suffering. 
 

 The potential long-term humanitarian impacts of these armaments, which can negatively impact human 

health and/or hinder the development and reconstruction of former war-torn regions. 

 

Companies that produce / manufacture / service / sell / trade nuclear weapons or critical components / services 

of nuclear weapons, regardless of whether the client  country has signed and  ratified  the Treaty on  the 

Non- proliferation of Nuclear Weapons, are considered as being involved in nuclear weapon armament activities. 

 

 

Methodology and Data Providers  

 

In order to identify the exposure of issuers to controversial weapons, Candriam closely collaborates with 

two external providers, ISS Ethix and MSCI ESG. 

 

ISS Ethix provides Candriam with company exposure information for all excluded controversial weapons, 
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excluding chemical and biological weapons. ISS Ethix classifies company exposure into three color -coded 

categories:   

 

Signal Description 

Red  Verified involvement 

Amber  Strong indications of involvement  

 Fragmentary information about involvement 

Green  Past involvement 

 Involvement beyond the scope of applicable definitions 

 No involvement 

 

Candriam automatically excludes all companies flagged as “Amber” and ‘Red’ by ISS Ethix. In the event of 

any category changes for companies which may have material impacts on our portfolios, the ESG Team 

will conduct additional analysis to gain further insight on the rating change. Subsequent to their analysis, 

the ESG Team will determine if the new rating decision should be applied across the firm’s portfolios.  The 

controversial weapons exclusion list is updated twice a year.  

 

In terms of chemicals and biological weapons,  Candriam uses the information provided by MSCI ESG  for 

its exclusion filters. More specifically, Candriam takes the  data provided by MSCI ESG, % revenues of 

companies in these activities, and applies it against the applicable thresholds.  

 

If new exposure is identified for companies with material impacts on portfolios, the ESG Team may 

conduct additional analysis on the company before implementing the exclusion.    

 

2.5.3. Candriam Threshold Exclusion Level 

 
At the firm level, Candriam excludes from all its investments all companies that: 
 

 are directly involved in the development, production, testing, maintenance and sale of one or more of 

the following controversial weapons (1) Anti-personnel landmines, (2) Cluster bombs, (3) Depleted 

uranium, (4) Chemical weapons or  (5) Biological weapons, regardless of the sales/revenues derived 

from such products, as well as (6) white phosphorous weapons exceeding the threshold below: 

o Exclusions of companies that derive more than 5% of their total sales/revenues from the 

production, manufacturing, trade, testing or maintenance of white phosphorous weapons; the 

5% threshold is adopted in order to acknowledge the fact that phosphorous is a dual-use 

substance. 

 

 own a stake (shareholding) of more than 50% in any company that is directly involved in those 
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controversial armaments.   

 

Candriam ESG investments exclude all companies that: 

 

 Are directly involved in the development, production, testing, maintenance and sale of one or more of 

seven controversial weapons {(1) Anti-personnel landmines, (2) Cluster bombs, (3) Depleted uranium, 

(4) Nuclear weapons, (5) Chemical weapons or (6) Biological weapons, regardless of the sales/revenues 

derived from such products as well as (7) white phosphorous weapons exceeding the threshold below. 

o Exclusions of companies that derive more than 5% of their total sales/revenues from the 

production, manufacturing, trade, testing or maintenance of white phosphorous weapons; the 

5% threshold is adopted in order to acknowledge the fact that phosphorous is a dual-use 

substance. 

 

 Derive more than 3% of their total sales/revenues from the production, manufacturing, trade, testing 

or maintenance of conventional armaments and/or of critical components / services for conventional 

armaments; 

 Own a stake (shareholding) of more than 10% in any company that is directly involved either in 

conventional armaments or in controversial armaments. 

 

2.6.  Biodiversity 

2.6.1. Definition and General Context 

We define biodiversity as the variety of life on Earth. This includes a number species, plants, animals that 

make up different ecosystems across the planet.  

 

Biodiversity is the basis of human existence and a natural part of our planet’s ecosystems.  It i s central to 

supporting  life on Earth. Biodiversity supports food and water security as natural species within the 

ecosystem maintain water and soil quality.  Maintaining natural ecosystems helps regulate climate 

patterns  and can contribute to pollution breakdown as well as waste removal.  

 

The loss of biodiversity can have significant direct human health impacts if ecosystem services are no 

longer adequate to meet social needs.  According to UNESCO, 60% of the world’s major marine 

ecosystems that underpin livelihoods have been degraded or are being used unsustainably. Furthermore, 

they estimate that without significant changes, more than half of the world’s marine species may stand on 

the brink of extinction by 2100.
1 

 

                                                      

 

1
 http://www.unesco.org/new/en/natural-sciences/ioc-oceans/focus-areas/rio-20-ocean/blueprint-for-the-future-we-want/marine-

biodiversity/facts-and-figures-on-marine-biodiversity/ 
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2.6.2. Candriam’s Approach 

Candriam acknowledges the importance of biodiversity and its key role across various sectors. As the 

actions taken by companies exposed to biodiversity can have significant impacts on our planet and human 

well-being, Candriam has fully embedded biodiversity into its ESG frameworks.  

 

2.6.3. Candriam Threshold Exclusion Level 

In Candriam’s proprietary ESG framework, biodiversity is taken into account in the stakeholder and 

business model assessment.  Activities with a negative impact on biodiversity, for instance oil sands in the 

Oil & Gas sector, will have a lower  score on the exposure of its business model to key sustainable 

challenges, that will influence the final decision of the company. The stakeholder analysis will also include 

this aspect in terms of company’s behavior and assess the company’s strategy to preserve the biodiversity 

of the territory during its operations. Furthermore, the emphasis placed on biodiversity is adjusted in 

sector models in accordance to their material relevance.  For instance, in sectors s uch as Oil & Gas and 

Metals & Mining, key performance indicator related to biodiversity have an important role in the ESG 

sector model.  Companies with negative impacts are scored negatively in our framework.   

 

Candriam’s Norms-based analysis based on the 10 Principles of the United Nations Global compact  also 

takes into account biodiversity in its “Environment” pillar. Identified significant and repeated breaches of 

the Global Compact, including biodiversity, are sanctioned and excluded.  

 

2.7. Death Penalty 

2.7.1. Definition and General Context 

The punishment of crimes by the penalty of death is a controversial issue on a global scale. There are 

several conventions that deal with abolition of the practice, the major one being The Second Optional 

Protocol to the International Covenant on Civil and Political Rights, adopted by the General Assembly of 

the United Nations on 15 December 1989. The intention of the Protocol is to reflect that the death penalty 

encroaches on the right to life and to freedom from torture or c ruel, inhumane or degrading treatment or 

punishment in accordance of the Universal Declaration of Human Rights, adopted by the UN in 1948. 

Furthermore, it is deemed that death penalty is irreversible, discriminatory, and sometimes applied within 

judicial systems that do not guarantee fair trial and the primacy of the rule of law.  

 

2.7.2. Candriam’s Approach 

Candriam recognises the concerns expressed by the international community, and supports the letter and 

the spirit of the Second Optional Protocol to the International Covenant on Civil and Political Rights. 
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Therefore, whether a country is a signatory to the Protocol is monitored as a part of the regular 

sustainability due diligence of countries. 

 

2.7.3. Candriam Threshold Exclusion Level 

Candriam does not apply an expl icit exclusion based on a country’s death penalty stance. Our approach 

takes into consideration whether a country has ratified The Second Optional Protocol to the International 

Covenant on Civil and Political Rights, and this forms a part of the score for the Basic Political/Civil Rights 

Theme within the Social Capital Pillar of Candriam’s country evaluation methodology.  

 

2.8. Electricity Generation 

2.8.1. Definition and General Context 

Emissions from power generation reached approximately 38% of total energy-related CO2 emissions in 

2018
2
. 

 

The IAE has set out the 2°C Scenario energy pathway with the objective of limiting the increase of global 

temperatures to 2°C,  In order to meet this objective, energy production practices must evolve and 

greenhouse emissions must decline.  Furthermore, this transition pathway was adopted by the 2015 Paris 

Agreement.  

 

To this end, we believe it is essential that our investments in electricity utility companies are aligned with  

2-Degree trajectory.  

 

2.8.2. Candriam’s Approach 

As the level of emissions varies across electricity generation sources, it is important to assess the level of 

greenhouse gasses emitted per KWh. For this reason, we incorporate the carbon intensity of utility 

companies in our sustainability assessment.  

 

In the analysis of electricity utility companies, we also assess if they are on a transition path in line with 

the Paris Agreement goals and a 2-degree scenario. The metrics used are forward-looking and evolve 

over time to take into consideration the evolution of companies towards a transition path.  

 

As the carbon intensity of issuers is not always available, we have established energy -mix thresholds for 

electricity generation.   

                                                      

 

2
 https://www.iea.org/geco/electricity/ 
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2.8.3. Candriam Threshold Exclusion Level 

Please find below the exclusion thresholds for our ESG funds: 

 

Activities Exclusion Thresholds 

 

Electricity Generation* 

 
 Carbon intensity  > 408 (gCO2/kWh) 

 

If carbon emission intensity data is not available: 

 

 % power production based on coal > 10% ;  
 % power production based on oil & gas > 30% ;  
 % power production based on nuclear sources > 30%. 

 

 

2.9. Fur 

2.9.1. Definition and General Context 

The use of animal products such as fur is associated with issues related to the protection of endangered 

species, animal welfare as well as pollution. 

 

In some cases, the search for certain types of fur and underfur can jeopardise specific species. This has, 

for example, been the case for the Chiru (or Tibetan Antelope). The protection of endangered species is 

addressed globally by the CITES (the Convention on International Trade in Endangered Species of Wild 

Fauna and Flora). The CITES is an international agreement between governments and comprised 176 parties 

as at 15 December 2012. It aims to “ensure that international trade in specimens of wild animals and plants 

does not threaten their survival.” Animal welfare is also an issue related to fur, although risks may vary 

depending on local regulations. Pollution issues, e.g., the possible risks associated with fur dyeing, the use of 

toxic chemicals, etc., although less visible, also have to be mentioned. 

 

2.9.2. Candriam’s Approach 

Candriam acknowledges that the fur industry is exposed to possible risks related to the protection of endangered 

species, animal welfare and environmental pollution. 

 

2.9.3. Candriam Threshold Exclusion Level 

Issues raised by the use of fur are taken into account in Candriam’s Norms-Based and overall ESG 

assessment of a company when determined relevant and applicable. 
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Companies producing products using rare, endangered or vulnerable animal and plant species (including furs) 

are scored very negatively in Candriam’s ESG framework. Identified breaches of the Global Compact, notably 

environmental breaches, are also sanctioned. 

 

 

2.10. Gambling 

2.10.1. Definition and General Context 

Gambling can be defined as the reallocation of wealth, on the basis of deliberate risk, involving gain to one 

party and loss to another, usually without the introduction of productive work on either side. The determining 

process always involves an element of chance, and maybe only chance. 

 

Lottery, betting or gaming (roulette, Blackjack, etc.) as well as e-gaming (internet, mobile phones) all fit 

this definition. Aside from the economic and social benefits derived from employment and tax revenues, 

gambling is criticised for the potentially negative repercussions it can have on compulsive gamblers. Gambling 

becomes indeed problematic when it is characterised by difficulties in limiting the sums and/or time spent on 

this activity, which leads to adverse consequences for the gambler, others, or for the community at large. 

These may include the breakdown of family relationships, impaired physical and psychological health, 

substantial financial loss, financial/legal involvement, unemployment or the loss of occupation status, and 

drug/alcohol misuse. 

2.10.2. Candriam’s Approach 

Candriam acknowledges the controversial nature of gambling as well the vulnerabilities of stakeholders who 

engage in this activity.  For companies respecting the defined threshold mentioned below,  but which are more 

actively involved in gambling  and/or  the manufacturing of gambling products (games),  we will assess if these 

companies comprehensively address product risks and monitor sales practices to protect vulnerable consumers, 

such as minors.    

To this end, for companies that respect the determined threshold, we may also take into consideration if they 

have implemented a responsible policy:  

 For companies directly involved in gambling (machines or software manufacturers, casinos, lotteries, 

bookmakers, gambling websites, outlets with slot machines, gambling broadcasts), we verify if they 

have policy that addresses design, behavioural transparency and customer support. 

 For Companies indirectly involved in gambling through intermediary gambling access services (e.g., 

online payment service providers, general retailers, airports hosting gambling products), we verify if 

they have policy which seeks to offer better consumer protection (e.g., limited access to “gambling 

channels” by password access). 

The establishment of a policy is not a hard criteria, but provides us with further insight on a 

company’s  responsible practices.    
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2.10.3. Candriam Threshold Exclusion Level 

Candriam excludes from its ESG investments all companies that directly or indirectly derive more than 5% of 

their total revenues (even through shareholdings) from gambling activities. 

2.11. Genetic Modification  

2.11.1. Definition and General Context 

A genetically modified organism (GMO) is an organism in which the genetic material has been altered in such a 

way that does not occur naturally by mating and/or natural 
recombination. 

 

The public debate on GMOs in seeds, crops and food continues to be highly polarised – much more so than in 

the case of pharmaceutical products. The aim of genetic modification is to make crops resistant to insects, 

herbicides, drought etc. In food, GMOs can make products more nutritious, improve their taste and increase 

their shelf live. However, opponents to GMOs are trying to limit the production of what they call "GMO 

pollution", pointing to the unknown risks to human health and the environment. The scientific community is not 

yet in a position to give a definitive answer as to the dangers of GMOs due to a lack of long-term experience. 

 

2.11.2. Candriam’s Approach 

Candriam acknowledges the uncertainties surrounding the production and the use of GMOs and 

consequently adopts a balanced approach. The assessment of this activity is based on exposure to GMOs, 

the existence of a responsible policy and compliance with international conventions on GMOs. 

 

The characteristics of a responsible policy depend on the sector under consideration: 

 

 Companies in the food, beverage & tobacco or food & staples retailing sectors should at least address, in 

their responsible policy, clear labelling and traceability procedures to provide consumers with an adequate 

basis for making purchase decisions. The labelling of such products must be comprehensible and provide 

useful information. In addition, companies should make sure that their suppliers follow strict guidelines. 

 Companies in the chemical, pharmaceuticals, agricultural, biotechnology or healthcare sectors should at 

least acknowledge the dangerous nature of GMOs, be compliant with the law, perform full risk assessment 

and ensure contained use in R&D. 

 

Although companies from the hotel, restaurant, leisure and transport operator sectors are likely to sell 

products containing genetically modified organisms, depending on the geographical location of their 

operations, Candriam does not sanction them a priori as the way in which they are impacted by GMOs is very 

limited. 
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2.11.3. Candriam Threshold Exclusion Level 

 Candriam excludes from its ESG investments all companies directly involved in GMOs that: 

 derive more than 10% of their revenues from GMO activities without the presence of an applicable responsible 

policy as described above; or 

 are subject to significant, systematic and repeated breaches of international conventions regarding GMOs. 
 

 

2.12. Land Grabbing 

2.12.1. Definition and General Context 

Land grabbing refers to the purchase or leasing of vast tracts of land, usually in developing countries, by 

investors (countries or corporations) to secure long-term food supplies, produce biofuels or for speculative 

purposes. according to the United Nations, 74 million acres of farmland in the developing world were acquired in 

such deals during the first half of 2009 alone – an amount equal to half of Europe’s total farmland. However, 

because of the lack of transparency and the secrecy that usually surrounds these deals, it is difficult to 

ascertain how much land actually changed hands. 

 

One of the most immediate consequences of land grabbing is decreased food security in the developing 

countries and the disruptive effect on local communities, in particular, on small-scale food producers, as research 

has shown that secure access to land can reduce poverty and hunger. 

 

2.12.2. Candriam’s Approach 

Candriam considers land grabbing a controversial issue because of the consequences it has on local 

communities in developing countries (access to land; poverty, hunger). Candriam already assesses “land 

grabbing” in the Human Rights part of its   Norms-based analysis. It takes into consideration, amongst others, 

the presence of free, prior and informed consent of the affected land users, the absence of human rights 

violations and the transparency of contracts to assess the issue and the number of people affected. 

 

2.12.3. Candriam Threshold Exclusion Level 

In Candriam’s ESG Norms-based analysis, a company is excluded from ESG investment if there is very 

strong evidence of repeated, significant and systematic violations of international standards and principles 

regarding the Human Rights principles associated with land grabbing. 
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2.13. Oil & Gas 

2.13.1. Definition and General Context 

We believe that investments should have a meaningful impact on addressing climate change and advancing the 

energy transition.  At the epicenter of these issues is the energy mix and the use of fossil fuels.  

 

Companies significantly exposed to conventional and unconventional oil and gas are not compatible with the 

efforts towards an energy transition and represent financial risk, most notably in terms of stranded assets.  This is 

due to the depreciation of assets as a result of a decrease in demand and overabundance in supply caused by 

regulatory developments that would penalize or even prohibit certain activities deemed too carbon intensive.  It is 

predicted that any production from new oil and gas fields, beyond those already in production or development, is 

incompatible with limiting warming to 1.5°C.  This implies that all of the $4.9 trillion forecast capex in new oil and 

gas fields is incompatible with limiting warming to 1.5°C. 

 

2.13.2. Candriam’s Approach 

In the purist of the goals set forth by the 2015 Paris Agreement which address climate change and the energy 

transition,  it is essential to limit financing of non-sustainable and high-carbon emitting energy sources whilst 

embracing new and renewable sources.   

 

For this reason, in our sustainability analysis we take into consideration origin of energy sources.  

 

In the assessment of energy sources, we believe that a distinction should be made between oil and gas supply 

originating from conventional and unconventional extraction. The main difference results from the techniques 

required for the extraction and the nature of the reservoir.  

 

Conventional oil and gas are derived from formations that are simpler to extract opposed to unconventional  oil 

and gas which require complex extraction methods with potentially very negative  impacts on the environment. 

The extraction of unconventional resources often requires more energy, these methods tend to be both highly 

carbon and water intensive.  Depending on  type of resource, unconventional methods can also cause 

deforestation and higher levels wastewater. 

 

We categorize the following activities and sources as follows: 

 Unconventional oil & gas extraction: the extraction of tar/oil sands, shale gas/oil, tight gas/oil, coalbed 

methane and Arctic drilling 

 Conventional oil & gas extraction:  this includes conventional oil and conventional natural gas 
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2.13.3. Candriam Threshold Exclusion Level 

Please find below the exclusion thresholds for our ESG funds
3
: 

 

Activities 
Exclusion Thresholds 

Unconventional Oil & Gas  
 
 Revenues > 10% 

Conventional Oil & Gas  
 
 Revenue based on natural gas or renewable energy < 40% 

2.14. Palm Oil 

2.14.1. Definition and General Context 

Although palm oil products can offer a number of advantages in terms of productivity, prices or physical 

properties (their high oxidative stability making them more suitable for frying ), they also present a number of 

key environmental and health risks. 

 

Based on WWF’s 2012 report on “Profitability and Sustainability in Palm Oil Production”, about 85% of global 

palm oil is produced in Indonesia and Malaysia. In these countries, palm oil production can have notable costs in 

terms of biodiversity or deforestation. Moreover, the deforestation induced by palm oil cultivation also 

presents global risks due to the associated emissions of greenhouse gases. 

 

Palm oil products show notable health risks as they contain relatively high amounts of saturated fatty acids 

in comparison with other conventional vegetable oils. In particular, although it remains debatable, a number of 

organisations have identified saturated fat as a possible risk factor in cardiovascular disease. 

 

In 2003, for example, the report of a joint WHO (World Health Organisation) / FAO (Food and 

Agriculture Organisation) expert consultation stated that “the evidence shows that intake of saturated fatty 

acids is directly related to cardiovascular risk.” Nevertheless, it should be noted that the same report also 

recognised that “In developing countries, however, where energy intake for some population groups may be 

inadequate, energy expenditure is high and body fat stores are low (BMI <18.5 kg/m2). The amount and quality 

of fat supply has to be considered, keeping in mind the need to meet energy requirements. Specific sources 

of saturated fat, such as coconut and palm oil, provide low-cost energy and may be an important source of 

energy for the poor.” 

 

2.14.2. Candriam’s Approach 

Candriam acknowledges that the environmental and health issues raised by palm oil should be taken into 

                                                      

 

3
 Excluding Candriam SRI Bond Euro Aggregate Index  



SRI INVESTMENT POLICY 

 

  

June 2020  Page 19 of 28 

   

account in companies’ sustainability analysis.  As a result,  sustainable palm oil  certification  is taken  into  

account in Candriam’s ESG approach. 

 

2.14.3. Candriam Threshold Exclusion Level 

Based on  the  context  described  above,  Candriam’s  ESG  investments  do  not  systematically  avoid  

investing in companies that have an exposure to palm oil but company sales derived from palm oil are scored 

negatively by default in Candriam’s ESG analysis. 

 

In this context, a distinction is made between sustainably certified and non-certified products in Candriam’s 

proprietary ESG analytical framework. In particular, growers can be certified by the Roundtable on Sustainable 

Palm Oil (RSPO), an international non-profit association that  considers  criteria  such  as  transparency,  

compliance with applicable regulations, commitment to long-term economic viability, environmental 

responsibility and the sustainability of relationships with employees and local communities. Although the 

efficiency and credibility of palm oil sustainable certification has been debated by some stakeholders, it is 

considered that such certification can help improve the sustainability profile of palm oil overall. 

 

Additionally, in the Norms-based analysis, particular attention is given to possible breaches of the 

environmental and human rights principles of the Global Compact in relation to the activities of companies 

exposed to palm oil. 

 

2.15. Nuclear Power 

2.15.1. Definition and General Context 

Nuclear power is defined as power obtained from nuclear fission in reactors and that can be used in propulsion, 

heat and the generation of electricity. Companies may be involved at different levels of the nuclear power process 

and this is best understood within the context of a ‘cycle’ embracing the extraction, conversion and enrichment of 

uranium to produce nuclear fuel, the irradiation of the fuel in a nuclear reactor and, then, the reprocessing/disposal 

of spent nuclear fuel and other nuclear waste. 

 

Despite the benefits of nuclear power as a low carbon and low marginal cost energy (compared to coal, 

for instance) that reduces supply-insecurity risk, there is a huge controversy surrounding the use of nuclear power 

as a viable and sustainable alternative to other forms of energy due to the significant environmental, safety and 

security risks and liabilities related to nuclear reaction, nuclear waste, power plant decommissioning and 

nuclear fuel proliferation. 

 

2.15.2. Candriam’s Approach 

Nuclear power, as long as it is operated under the highest safety/security conditions, is currently a proven 

and needed alternative to fossil fuels and will be part of this century’s energy picture. However, Candriam 
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acknowledges that the benefits of nuclear power in terms of mitigation of climate change and security of supply 

are counterbalanced by significant safety, environmental and security risks. 

 

2.15.3. Candriam Threshold Exclusion Level 

Candriam considers two different threshold levels to be used for the exclusion from ESG investment of 

companies operating in the production of nuclear power, depending on the region. 

 

Candriam excludes from its ESG investments all companies from the European, North American and Asia 

Pacific regions that, directly or indirectly, derive more than 30% of their revenues from the extraction, 

conversion and enrichment of uranium to produce nuclear fuel, the irradiation of the fuel in a nuclear reactor 

and/or the reprocessing/disposal of spent nuclear fuel and other nuclear waste. 

 

This threshold level decreases to 5% for companies operating in the Emerging Markets, given: 

 the risk of having nuclear power production in countries both armed with nuclear weapons and with a lower 

level of political stability, which could affect the government's ability to secure nuclear materials; 

 the lower standards in terms of disclosure of the data required to assess the company’s ability to manage 

the risks specific to nuclear power production, which is crucial, combined with a limited access of the local 

communities to unbiased information. 

 

2.16. Tax Evasion 

2.16.1. Definition and General Context 

Tax evasion is generally used to mean ‘illegal arrangements where liability to tax is hidden or ignored, i.e. the 

taxpayer pays less tax than he is legally obligated to pay by hiding income or information from the tax authorities’ 

(OECD definition). We assess that on  average European SME pays around 23% corporate tax, while some multi-

national companies pay less than 1%. This is possible because multi-national companies can use mechanisms 

between national tax systems when shifting their accounting from one country to the other. It is estimate that 40% 

of multinational companies’ profits avoid taxation. 

 

Over the last five past years, the fight against tax evasion came across as a result of the revelations of repeated 

leaks and related journalistic investigations into scandals such as Luxleaks or Panama Papers.  

 

2.16.2. Candriam’s Approach 

Candriam acknowledges that tax evasion is a key ESG issue which involves all sectors, with an emphasis to the 

financial sector, and expose companies to substantial consequences, such as fines or liabilities.  



SRI INVESTMENT POLICY 

 

  

June 2020  Page 21 of 28 

   

2.16.3. Candriam Threshold Exclusion Level 

Tax evasion is taken into account in Candriam’s Norms-Based analysis and overall ESG assessment of a company 

where relevant and applicable. Companies evading taxes are scored very negatively in Candriam’s ESG analysis. 

Identified breaches of the Global Compact, notably corruption and governance breaches, are also sanctioned. 

 

2.17. Tobacco 

2.17.1. Definition and General Context 

Tobacco kills more than 7 million people each year worldwide
4
, i.e. 12% of annual human deaths. More than 6 

million of those deaths are the result of direct tobacco use while around 890 000 are the result of non-smokers 

being exposed to second-hand smoke. Smokers have markedly increased risks of cancer and a higher risk of 

heart disease, strokes and emphysema, in addition to other fatal and non-fatal diseases. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: World Health Organisation
5
 

 

This represents 13 deaths every minute. A treaty on tobacco control was adopted by the World Health 

Organisation and signed by 168 countries “to protect present and future generations from the devastating health, 

social, environmental and economic consequences of tobacco consumption”.
3
  

                                                      

 

4
  World Health Organisation, http://www.who.int/news-room/fact-sheets/detail/tobacco 

5
 https://www.who.int/nmh/publications/fact_sheet_tobacco_en.pdf 

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwiT0oeoie_dAhWMJlAKHa9HDxEQjRx6BAgBEAU&url=http://www.who.int/tobacco/mpower/graphs/en/&psig=AOvVaw2oqFiqFHnyqTfS8xNoqkTv&ust=1538821060989482
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Furthermore, tobacco producers’ long lawsuits tail is expected to grow longer as their intentional ignorance of the 

harmful effect tobacco products on human health leads more and more victims to sue those companies.  

 

The exclusion of tobacco is therefore dictated both by moral consideration, as well as economic interest. 

 

2.17.2. Candriam’s Approach 

Candriam acknowledges that the consumption and use of tobacco products in any quantity results in 

negative societal and health problems and is a major cause of death.  

 

Tobacco products manufactured and retailed by companies include cigarettes and cigars, as well as other 

products such as chewing tobacco, creamy snuff and dipping tobacco. Cigarettes account for the largest share of 

manufactured tobacco products. 

 

2.17.3. Candriam Threshold Exclusion Level 

Candriam excludes from all its investments, ESG and non-ESG, all companies directly involved in the tobacco 

industry that derive more than 5% of their revenues from the manufacturing or retailing of tobacco products 

 

Candriam doesn’t sanction a priori companies indirectly involved in the tobacco industry through 

supporting products and/or services (e.g. providers of packaging materials) as their operations are not solely 

geared to the tobacco industry. However, if companies have developed products and production systems tailored 

to the tobacco industry, they will be excluded. 

 

2.18. Toxic Substances for the Environment and Human Health 

2.18.1. Definition and General Context 

A “toxic substance” is defined as any chemical or mixture potentially harmful to the environment as well as 

to human health, given the high degree of interdependence between human health and the natural environment. 

The impact of toxic substances depends on dose and exposure. 

 

Following the United Nations Environment Programme (UNEP) definition, toxic substances are harmful 

substances and hazardous waste that include: 

 

 Persistent, bio-accumulative and toxic substances (PBTs); 
 

 Chemicals that are carcinogens or mutagens or that adversely affect the reproductive, endocrine, immune, 

or nervous systems; 

 Chemicals that have immediate hazards (acutely toxic, explosives, 
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corrosives); 
 

 Chemicals of global concern such as persistent organic pollutants (POPs), greenhouse gases and 

ozone- depleting substances (ODS); 

 Healthcare waste; 

 E- waste. 

 

Toxic substances weaken ecosystems and are directly involved in the eutrophication of water bodies and 

stratospheric ozone depletion; they also lead to human health defects such as cancers, birth defects, 

neurological disorders and hormone-disruption. People can be exposed in daily life through the intake of 

contaminated drinking water, the ingestion of contaminated food (e.g., fish contaminated with mercury, DDT 

and/or PCBs), the inhalation of polluted air (outdoor as well as indoor) and through direct skin contact, according 

to UNEP. 

 

There is a legislatory framework both at European and at national level. REACH (Registration, 

Evaluation, Authorisation and Restriction of Chemical substances) is the most important directive on the 

control of hazardous substances at European Level as it forces the use of certain toxic substances to be 

phased out. Other European policies on Chemicals and Air pollutants as well as national laws like the Toxic 

Substances Control Act of 1976 in the US, are designed to control the use and disposal of toxic substances. 

 

2.18.2. Candriam’s Approach 

Candriam acknowledges that toxic substances are harmful to the environment and human health. Because of 

the wide variety of toxic substances used in company activities, Candriam takes into account their use and the 

impact of the risks associated with their use at all stages of the ESG company analysis process. 

 

In the business model  analysis of the ESG process, company activity exposure to toxic substances is assessed 

in three of the six key sustainable challenges analysed: Climate Change, Resource depletion, and Health 

& Wellness. 

 

Businesses having a negative impact on Climate Change because of the emission of carbon – a greenhouse 

gas – are found across all sectors and are given a negative score. 

 

Unlike Climate Change, pollution generated by the exploitation of natural resources is more sector-

specific: businesses releasing various pollutants into the atmosphere, the soil, and the aquifer are more often 

penalised in sensitive sectors such as energy including, for instance, Shale Gas or Utilities. 

 

The Health  & Wellness sustainable challenge enables the listing and sanctioning of companies capable 

of contributing to an increase in the prevalence of disease because of the nature of their operations. Some 
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companies in the Metal & Mining sector are particularly at risk regarding the extraction of toxic substances 

like Mercury or Chromium, which leads to serious health damage, and are consequently given a negative 

score in Health & Wellness. 

 

In the stakeholder analysis of Candriam’s proprietary ESG framework, a company’s ability to manage its 

impact on the environment and on human health in its long-term strategy is evaluated. Candriam addresses 

the release of toxic substances into the environment through nitrates or heavy metal pollution in water as 

well as atmospheric emissions (including VOCs, So2 and Nox) and also through the disposal of 

hazardous waste. As a result, companies subject to the use and release  of  toxic substances are 

analysed according to their capacity to implement quality management focusing on this issue. 

 

The energy sector, for example, faces toxic particle emissions such as SOx, NOx, VOCs and benzene, arising 

from the refining and chemical manufacturing processes. Companies involved in these activities are assessed 

according to their ability to mitigate these atmospheric emissions. 

 

The impact on human health is addressed at the stage involving the analysis of product safety, when 

Candriam looks at the prevention or removal of serious threats to public health and safety deriving from the 

consumption/use or disposal of the sold product, e.g., Candriam identifies and negatively rates companies in 

the Chemicals sector whose revenues are derived from chemicals of concern such as bisphenol A, phthalates or 

fluorocarbons. 

 

When performing a norms-based analysis  of the company, Candriam filters out companies that have 

significantly and repeatedly breached environment-related principles of the United Nation’s Global 

Compact, through, among others, the release of toxic substances. Candriam excludes companies having 

significantly and repeatedly been involved in: 

 

 the mis-management of toxic chemicals; 

 the mis-management of hazardous and radioactive waste; 

 severe pollution of the air, water and soil; 

 severe destruction of biodiversity. 

 

2.18.3. Candriam Threshold Exclusion Level 

Candriam addresses the risk related to the release of toxic substances at every stage of a company’s ESG 

assessment as well in the Norms-based analysis used for ESG investments. 

 



SRI INVESTMENT POLICY 

 

  

June 2020  Page 25 of 28 

   

2.19. Thermal Coal 

2.19.1. Definition and General Context 

A distinction needs to be made between coal used in the metals industry and the coal used as combustible to 

produce power. In the first scenario, coal is used as part of a series of chemical reactions and as such can be 

difficult to replace. A prime example of this is the production of steel from iron ore. In the second scenario, coal 

(thermal coal in this case) represents the least efficient way to produce power from fossil fuels.  

 

Tons per MWatt per year 

Source: Penn State University, https://sites.psu.edu/mfsblog/2015/02/09/say-no-to-coal/ 

 

Not only does coal produce over twice as much pollutant per unit of energy as natural gas, but it is estimated that 

over 60% of all toxic water in the US comes from coal-fired power plants. 

 

Whilst numbers vary depending on the methodology used, it is estimated that between 50 000 and several 

hundred thousands of premature deaths are directly caused by thermal coal air pollution annually. In the US alone, 

one study estimates that 52 000 lives per year could be saved if all coal power plants were replaced by 

photovoltaic installations.6 

 

2.19.2. Candriam’s Approach 

Given the absence of alternative to metallurgic coal to produce steel, met coal is not considered for exclusion. 

 

Even if coal has had in the past an important role to provide electricity -and it still has an important role in the 

Emerging Markets-, no country can ignore the irreparable damages linked to the thermal coal extraction and the 

production of electricity via this resource, not only for the environment but also for the population health. 

 

                                                      

 

6
 "Potential Lives Saved by Replacing Coal with Solar Photovoltaic Electricity Production in the U.S.", Renewable & Sustainable 

Energy Reviews, Michigan Technological University, 2017. 

https://sites.psu.edu/mfsblog/2015/02/09/say-no-to-coal/
https://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwi6_4yFy-3dAhW3wAIHHb3VBF8QjRx6BAgBEAU&url=https://jimbelton.wordpress.com/2017/04/02/is-natural-gas-really-worse-than-coal/&psig=AOvVaw0CrhdNt0xqbOwTCvtKgXZM&ust=1538769926307736
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To respect the 2 degrees ambition, it is estimated that 80% of coal reserves have to stay underground. As the 

there are plenty of alternatives available for the electricity production and renewable energy are becoming more 

competitive than coal in many parts of the world, Candriam also see a substantial financial risk linked to the 

extraction and use of thermal coal in addition to health and pollutions risks. As Candriam considers that there is no 

future for this resource, it is part of Candriam fiduciary duty to include this elements in the risk evaluation of a 

portfolio and avoid investing in the companies most exposed to this resource. 

 

2.19.3. Candriam Threshold Exclusion Level 

Candriam excludes from all its investments companies directly or indirectly involved in the thermal coal industry 

deriving more than 10% of their revenues from coal extraction or power generation from coal. Synthesis of liquid or 

gasified fuel from coal is also excluded on a best effort basis inasmuch as it is difficult to find reliable data. 

 

The exclusion of companies launching new projects is appreciated without a minimum revenue threshold. 

 

The launching of projects considered as effective when clear signals, such as the construction of a new power 

generation unit,  are identified. For others situations (permitting, announcement), we will consider exclusion on a 

case by case analysis. 

 

 Lastly, Candriam acknowledges that transitioning into a low-carbon economy requires time. For this reason, our 

approach also takes into consideration the energy transition strategy of the company and the implementation of 

explicit objectives to reduce emissions. 
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2.20. Water Use 

2.20.1. Definition and General Context 

According to the United Nations, there will be a 40% shortfall of the available global water supply by 2030. Water 

use has been growing at more than twice  the rate of the population in the last century creating water shortages in 

an increasing number of regions.  This has been driven by unsustainable agricultural water extraction such as 

groundwater pumping and flood irrigation. However, water shortage has been exacerbated by climate change and 

its disruptive effects on precipitation patterns together with urbanisation, which is destroying natural infrastructure 

and exerting pressure on neighbouring water resources. Water use is not only  a global public good issue but a risk 

for business activities as companies can no longer rely on stable and good-quality water supply. International 

organizations have highlighted the importance of this issue and its potential impacts. The World Economic Forum 

already identified the water supply crisis as a Global Risk in 2016 and the World Bank predicts a growth rate 

decline of 6% of GDP for 2050 as competition for water intensifies. 

 

2.20.2. Candriam’s Approach 

Candriam acknowledges that environmental and community issues linked to heavy use of water should be 

considered in the sustainability analysis of companies. We assess a company’s water intensity and water 

management systems as part of our ESG approach. As agriculture and intensive farming are responsible for 70% 

of the worlds’ water consumption, we pay extra attention to water risks in agricultural supply chains. However, 

some industrial processes are also water intensive and require a strong  water management approach.   

 

2.20.3. Candriam Threshold Exclusion Level 

As a commonly used resource across  most economic sectors, water and its use are analysed similarly to GHG 

intensity emissions: we analyse both sector and company water intensity as well as a company’s water use 

management systems and its water use related-risks.  Companies with high water risk and poor water 

management systems score negatively in our proprietary ESG analytical framework, and other sustainable 

investment strategies we may develop. 

 

When we identify water-intensive business activities, we also engage with companies to promote more sustainable 

business management strategies and improve water disclosure.  

 

In the Norms-based analysis, particular attention is given to possible breaches of the environmental and human 

rights principles of the Global Compact. This includes activities of companies exposed to heavy water use in water 

scarce area, conflict with local communities on water access as well as water pollution. 
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This document is provided for information purposes only, it does not constitute an offer to buy or sell financial 
instruments, nor does it represent an investment recommendation or confirm any kind of transaction, except where 
expressly agreed. Although Candriam selects carefully the data and sources within this document, errors or omissions 

cannot be excluded a priori. Candriam cannot be held liable for any direct or indirect losses as a result of the use of this 
document. The intellectual property rights of Candriam must be respected at all times, contents of this document may not be 
reproduced without prior written approval. 

  

Warning: Past performances of a given financial instrument or index or an investment service, or simulations of past 

performances, or forecasts of future performances are not reliable indicators of future performances. Gross performances 
may be impacted by commissions, fees and other expenses. Performances expressed in a currency other than that of the 
investor's country of residence are subject to exchange rate fluctuations, with a negative or positive impact on gains. If the 
present document refers to a specific tax treatment, such information depends on the individual situation of each investor 
and may change. 

  

The present document does not constitute investment research as defined by Article 36, paragraph 1 of the Commission 
delegated regulation (EU) 2017/565. Candriam stresses that this information has not been prepared in compliance with the 
legal provisions promoting independent investment research, and that it is not subject to any restriction prohibiting the 
execution of transactions prior to the dissemination of investment research. 

  

Candriam consistently recommends investors to consult via our website www.candriam.com the key information 
document, prospectus, and all other relevant information prior to investing in one of our funds, including the net 
asset value (“NAV) of the funds. This information is available either in English or in local languages for each country 

where the fund’s marketing is approved. 

  

Specific information for Swiss investors: The appointed representative and paying agent in Switzerland is RBC Investors 

Services Bank S.A., Esch-sur-Alzette, Zürich branch, Bleicherweg 7, CH-8027 Zurich. The prospectus, the key investor 
information, the articles of association or as applicable the management rules as well as the annual and semi-annual 
reports, each in paper form, are made available free of charge at the representative and paying agent in Switzerland. 

 

http://www.candriam.com/

