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Statement of Commitment  
Responsible Investing is a key investment belief at  NN Investment Partners. We have been involved in (S)RI since 2000 and welcome the European SRI 
Transparency Code. This is our second statement of commitment and covers the period January 2021 to December 2021. Our full response to the European SRI 
Transparency Code can be accessed below and is available on our web site www.nnip.com.  
  
Compliance with the Transparency Code  
NN Investment Partners is committed to transparency and we commit to share as much available ESG-related information as possible with clients and society 
at large  including compliance with the regulatory and competitive environments that exist in the countries in which we operate. NN Investment Partners meets 
the full recommendations of the European SRI Transparency Code for its NN (L) Patrimonial Balanced European Sustainable Fund.   
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Section 1. List of funds covered by 
the Code 
 

• NN (L) Patrimonial Balanced European Sustainable  
 

 
NN (L) Patrimonial Balanced European Sustainable 
Domicile: Luxembourg 
ISIN Codes: P Capitalisation LU1444115874  
     P Distribution LU1444116096 

    X Capitalisation (hedged ii) LU0121217920 
EUR 692 mln AUM as of 30 September 2022 
Benchmark: 50% MSCI Europe Index (NR, hedged to EUR), 50% 
Bloomberg Barclays Euro Aggregate 
Inception date: 20 October 1995 
 
2 Portfolio managers 
9 ESG Specialists 
Team of 9 strategists (5 strategists, + 1 economist + 3 data scientists)  
 

 
Section 2. General information 
about the fund management 
company 
 
2a Provide the name of the fund management company managing 
the fund(s) to which this Code applies. 
 
NN Investment Partners B.V. and NN Investment Partners 
Luxembourg S.A. (both part of NN Investment Partners)  
Schenkkade 65      
Postbus 90470 
2509LL, The Hague 
The Netherlands 
www.nnip.com 
info@nnip.com 
 
 
2b What are the fund management company’s track record and 
principles when it comes to integrating SRI into its processes?  
Responsible Investing is a key investment belief at NN Investment 
Partners (NN IP). We provide investment management services to a 
wide range of clients and we seek to invest their assets responsibly and 
with integrity, with a full understanding of the opportunities and risks 
involved.  
NN IP’s objective when managing clients’ assets is to enhance long- 
term value. Investing responsibly with regard to social and 
environmental issues and encouraging strong corporate governance is 
embedded in our organisation’s philosophy and has been 
incorporated into the company’s core values. As an active investor, we 
believe that companies with good, well-managed sustainability and 
corporate governance practices should perform better in the long run. 
 
2c How does the fund management company formalise its 
sustainable investment process?  

Our Responsible Investment (RI) approach is driven by our company 
values and combines 4 building blocks to implement responsible 
investing at NN IP. It also incorporates the range of investment 
strategies that we offer clients to enable them to fulfil their 
responsible investing ambitions. 

 
 
1. Our firm-wide norms based criteria enable us to take a stance on 
activities and  behaviour that do not match with our ethics, principles 
and regulations. Our norms-based criteria relate to controversial 
conduct of corporates and countries as well as to involvement in 
specific products or services. Decisions on restrictions are the starting 
point in defining the initial investment universe for our strategies.  
 
2. Engagement and voting We  engage  on behalf of our clients  to put 
their  capital to work  towards creating a better world and to maximise 
their investments.  We engage  on specific ESG targets in two   ways:  

1) Controversy engagement – focuses on   companies 
that severely and structurally breach our norms-
based criteria 

2) Thematic engagement - focuses on themes that 
have a material impact on society and that we 
believe our engagement efforts can achieve a 
beneficial change. As equity and debtholders, we 
are fully aware of the potential we have to drive 
change for the better. We collaborate with 
international entities and with other institutional 
investors to strengthen the impact of our efforts. 

 
3. ESG integration, we take into account non-financial information by 

defining the materiality of ESG issues linked to both companies and 
sovereigns for all our responsible investment strategies. We 
integrate the additional insights we gain from ESG data into our 
investment processes to mitigate risks and to leverage new 
opportunities. 

4. Transparent reporting, reporting for investors is often actually the 
starting point of responsible investing. We promote transparency 
by sharing as much available ESG-related information as possible 
with clients. It covers, for example, exposure to potential 
controversies, climate emissions figures and other ESG 
performance metrics. 

 
In the NN IP RI Policy, we specifically indicate that our investment 
beliefs are reflected in the RI approach as well as our values, relevant 
laws and internationally recognised standards such as the UN Global 
Compact Principles and OECD Guidelines for Multinational 
Enterprises. We use the aforementioned principles as a starting point 
for engagement with companies. We expect the companies in which 
we invest to adopt standards, policies and management processes 

NN IP Responsible Investing Framework

http://www.nnip.com/
mailto:info@nnip.com
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covering and managing potential ESG risks and opportunities affecting 
them.  
 
2d How are ESG risks and opportunities – including those linked to 
climate change – understood/taken into account by the fund 
management company? 
As an asset manager we have a fiduciary duty to act responsibly on 
behalf of our clients. A set of interrelated policies such as our 
Stewardship Policy, Voting Policy and our extensive RI Framework 
provides us with a solid basis on which to make and implement well- 
informed decisions. Our governance structure contributes to 
continued optimization that we continue to optimise long-term risk-
adjusted returns for our clients, while staying focused on maintaining 
a positive impact on society at large. 
NN IP’s day-to-day approach to RI is organised in a structured way. 
We  make sure the relevant people are involved in decision-making, 
that recommendations are shared and decisions are efficiently 
implemented. 
The ESG Committee is chaired by the Chief Investment Officer (CIO) 
and decides on RI related matters within NN IP for investments. The 
committee is mandated by NN IP’s Board and the Chief Executive 
Officer and comprises members of the dedicated RI Team and senior 
representatives of business segments of NN IP such as risk 
management and product management and development.  

 
NN IP follows a stringent and systematic process for ESG integration; 
we aim to demonstrably and consistently integrate all three ESG 
factors wherever applicable throughout the investment process. We 
take ESG aspects into account by first defining the materiality of ESG 
issues linked to both companies and sovereigns for all our RI strategies 
and subsequently integrating these into both the analysis of a 
potential investment and in portfolio construction. Our investments 
teams have access to leading external ESG data and research 
providers, which we combine with our own proprietary data and 
information obtained through our engagements. Also, we 
continuously evaluate our analytical frameworks and sources, in order 
to ensure our investment teams, have the best information at hand to 
inform their investment decisions and to help mitigate ESG risks and 
leverage new opportunities. 
With regards to climate change, we aim to address the causes of 
climate change (mitigation) and the consequences (adaptation). We 
put these beliefs into practice by:  

 
1. Integrating climate change in our investment process by 

using our   materiality framework, corporate and sovereign 
indicators and by measuring the carbon footprint of our 
funds where applicable. 

2. Incentivising investment solutions to stimulate the 
transition to  low-carbon economy. We aim to find the right 
mix between   encouraging corporations to make the 
transition to a low-carbon economy while further 
stimulating those that are already contributing 

3. Aiming to use active ownership to create corporate change 
of certain portfolios 

4. Aiming to reduce the CO2 footprint of certain portfolios 

5. We take an engagement-led (dis)investment approach in 
stimulating the transition to a low carbon economy 

6. Support transparency, commitments and advocacy on climate 

change. 

By endorsing and actively participating in international initiatives, we 
underline our ambition and approach to responsible investing and 
corporate governance. 
 
2e How many employees are directly involved in the company’s 
sustainable investment activity? 
The total of people involved in sustainable investment (RI platform, portfolio 
managers and analysts) are above 60. 
The dedicated RI Team and the fixed income and equity strategy teams 
added additional FTEs in (S)RI and ESG integration and ESG research in 
recent years. The RI Team is embedded in the transversal Platform for   
Innovation and Responsible Investment. This allows us to optimally 
combine our innovation skills and expertise on ESG. 
   
2f Is the fund management company involved in any RI initiatives? 
By endorsing and being actively involved in international initiatives, 
NN IP underlines its ambition and approach to responsible investing. 
Examples include: 
 

• NN IP has been a signatory to the UN Principles for 
Responsible Investment (UN PRI) since September 
2008. The PRI is a set of global best practices that 
provide asset managers, amongst others, possible 
actions and guidance for incorporating ESG issues into 
investment decision- making and ownership practices. 

 
• NN IP is a member of the International Corporate 

Governance Network (ICGN), a global membership 
organisation with several hundred corporate 
governance leaders with a mission to raise standards 
of corporate governance worldwide. 

 
• NN IP is also strongly involved in the activities of 

Eumedion, the Dutch corporate governance 
organisation and network, where we provide active 
input through our representation on various 
committees. Eumedion represents institutional 
investors' interests in the field of corporate 
governance and related sustainability performance. 

 
• NN IP is the sector lead for chemical companies of the 

Climate Action 100+ and is an active member and 
(combined) lead investor for several electrical utility 
companies. We also adhere to the ICMA Green Bond 
Principles as we are a leading green bond investor and 
we partner with the Climate Bonds Initiative. 

 
For all information on NN IP’s endorsement and advocacy activities, 
please refer to our website: Responsible investing | NN Investment 
Partners (nnip.com). 
 
2e What is the total number of SRI assets under the company’s 
management?  
At the end of 2021 NN IP had assets under management dedicated to  
sustainable and impact investments totaling 37.9 bn euro. This has 
been verified by an independent external auditor. 

 
 

https://www.unpri.org/download_report/19928
https://www.unpri.org/download_report/19928
https://www.icgn.org/
https://www.icgn.org/
https://www.eumedion.nl/en/abouteumedion
https://www.nnip.com/en-INT/professional/asset-management/responsible-investing
https://www.nnip.com/en-INT/professional/asset-management/responsible-investing
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Section 3. General information 
about the SRI fund(s) that come 
under the scope of the Code 
 
3a What is (are) the fund(s) aiming to achieve by integrating ESG 
factors? 
ESG factors are important intangible value drivers and a key factor to 
identify corporate and management quality. We believe that 
companies that strive for high standards of corporate governance and 
corporate responsibility will tend to deliver long-term shareholder 
value over time.  Integrating ESG factors enables our analysts to unlock 
potential value by identifying the associated opportunities and/or 
risks, which the fund managers then use as the basis for their 
investment decisions.  By taking into account ESG factors we 
incorporate forward-looking variables and make reference to positive 
changes in society. 
 
For the NN (L) Patrimonial Balanced European Sustainable fund, ESG 
integration is applied throughout the whole portfolio and therefore 
applies to both corporate and government (related) investments. The 
structural integration of environmental, social and governance (ESG) 
factors into the investment process forms the basis of our approach. 
This contributes to make better-informed decisions that optimise 
long-term risk-adjusted returns and have a positive impact on society 
as a whole. We are convinced of the benefits of integrating 
environmental, social and governance (ESG) information into the 
investment process. ESG is relevant because it relates to both 
corporate competitiveness and the strategic choices companies make. 
Integrating ESG factors in the financial analysis enables our analysts to 
unlock potential value by identifying the associated opportunities 
and/or risks, which we then use as the basis for their investment 
decisions. 
  
3b What internal or external resources are used for ESG evaluation 
of the issuers who make up the investment universe of the fund(s)? 
The consideration of ESG factors, alongside traditional financial data, 
helps us to make more informed decisions and optimise the risk-return 
profile of investment portfolios. At NN IP, assessing the materiality of 
ESG factors, such as climate change, is an integral part of the 
investment process, where the analysts identify material risks and 
opportunities within the investment case. In doing so, we make use of 
information from various ESG research agencies, including 
Sustainalytics, MSCI, Bloomberg and ISS ESG. Our analysts look at data 
taken from corporate disclosures and external data providers and 
make use of our proprietary corporate and sovereign ESG indicator 
tool, the ESG Lens. 
      
3c What ESG criteria are taken into account by the fund(s)?   
The sub-portfolios are constructed taking into account a uniform 
exclusionary approach on ESG. 
The specialist teams target investments in companies and issuers 
pursuing policies of sustainable development observing 
environmental, social and governance principles.  
 
Uniform exclusionary approach for corporate investments (stocks 
and bonds): 
Investments in certain activities as well as behaviours are excluded in 
a uniform way throughout the portfolio.   

 
Behaviours excluded on a total fund level are the following.  
 

• Violation of Human Rights (UN Universal Declaration) 
• Violation of UN Global Compact 
• Violation of core ILO conventions (Forced labour, child 

labour, discrimination, freedom of association and collective 
bargaining) 

• Violation of OECD guidelines for Multinational Enterprises 
(Corruption, violations of Consumer interests, 
environmental protection) 

• Involvement in oppressive  regimes 
 
In practise this means that we exclude corporates with a controversy 
score of 4 and 5 on either E, S and/or G as defined by Sustainalytics. 
 
In exceptional cases we do have a process in place where we can 
override this criteria (both up- and downwards) in case we do not 
agree with Sustainalytics. If this occurs we have an internal ESG 
Controversy Council to discuss controversy that convenes at least 
every 2 months, and more often if required, and decides on actions 
like exclusions and engagement. 
 
Activities excluded on a total fund level are the following.  
 

• (Controversial) Weapons 
• Arms trade with entities that are subject to arms embargoes 
• Tobacco production 
• Oil sands extraction  
• Thermal coal mining 
• Gambling & adult entertainment 
• Fur & speciality leather 
• Arctic drilling 
• Shale oil & gas 
• Nuclear energy 
• (Conventional) fossil fuels 

 
The ESG Risk Factors Score assesses exposure to risks that can impact 
wealth generation and preservation of a country as well as the 
management of these risks. The score includes three main 
components; ESG performance, Trend and Events. The ESG Risk 
Factors Score measure and classify the ESG performance of more than 
170 countries on the basis of over  25 ESG factors.  The ESG Factor 
Score is converted into letter grades ranging from excellent to poor: A, 
B, C, D and E. 
 
Sustainable Equity Portfolio 
Within the equity bucket we apply the following ESG approach: 

• Search for sustainable business models 
• Exclusion: normative, activities, behaviours 
• ESG integration 
• Engagement 
• ESG momentum. 
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The above mentioned items are considered in more detail in the 
security analysis process. We focus on the materiality of ESG items on 
expected investment returns. In line with the outcomes of our 
proprietary research project with academic institute ECCE we pay 
particular attention to a company’s ESG momentum and controversy 
behaviour.  
 

• Portfolios which include companies with an average but 
clearly improving ESG score achieve above-average and 
statistically significant results, leading to improved Sharpe 
ratios.; 

• Portfolios that exclude companies with heavy controversies 
also produce better performances. 

 
We select on forward looking ESG momentum by taking the 
intentionality of the business model or product sustainability into 
account. We believe that these ESG factors are the most material ones 
and that their predictive power remains a source of alpha. As 
momentum is about positive change, this best-in-class approach 
contributes to the financing of the transition towards a more 
sustainable society. 
 
Furthermore, we seek more resource efficient companies, which is 
highlighted by a lower carbon intensity and Human Rights compliance 
versus the index (MSCI Europe (Net)). For this we make use of ISS Ethix, 
a specialist research provider on carbon footprint, and Refinitiv for 
waste and water use data. 
 
Sustainable Treasuries 
We apply an ESG threshold score to determine the investment 
universe.  As mentioned previously  countries with a D and E ESG 
Factor Letter Grade from Sustainalytics from the quarterly 
Sustainalytics Country Risk Rating Report are excluded.  
 
ESG factors like corruption perception, ease of doing business, human 
development, rule of law, environmental emergencies and disasters 
are taken into account as they determine how a country deals with 
future challenges. The ESG factors are used to determine the country’s 
ability to utilize and manage its national wealth (natural and produced 
capital, human capital, and institutional capital). 
 
Sustainable Credit Portfolio 
Bonds in this part of the portfolio are eligible if they pass the exclusion 
policy mentioned earlier in this document 
 
ESG assessment is fully integrated in our bottom-up fundamental 
credit analysis performed by our Credit analysts, using several sources 
of ESG data and performing their own qualitative ESG assessment to 
arrive to a final Credit score on each issuer. Furthermore in line with 
the equity investments we aim to identify companies that benefit from 
broad ESG themes and focus on companies with improving ESG profile. 
 
This ESG assessment is incorporated in all of our credit analysis, as ESG 
factors influence corporate creditworthiness (profitability, 
competitive advantage, legal & reputational risk) and, therefore, poor 
ESG performance can also lead to higher debt costs and lower credit 
ratings. 
 

Our Credit Score Card summarises the fundamental credit analysis of 
each selected issuer, resulting in a NN IP Rating for the issuer. The 
research conducted is based on the following research principles. 
 

• Every credit view is based on our own proprietary analysis 
• Agency credit ratings are used as a source of information 
• Our analysis is based on both quantitative & qualitative 

indicators. 
• Our analysis is based on both current strength & credit 

outlook 
• ESG factors fully integrated in our analysis 
• Aligned with NN IP Responsible Investment Policy 

 
Green Bond Portfolio 
The issuer analysis conducted is fully aligned with the process 
mentioned above (Sustainable Credits). Here also the same PMs and 
analysts are involved. 
Additionally, and as a starting point in our investment process for this 
part of the portfolio, we first determine what we define as a green 
bond.   
 
We have three steps to determine the eligibility of our green bond 
universe. Our methodology defines a bond as ‘green’ when its positive 
impact on the environment aligns with the Paris Climate agreement 
(maximum 2-degree temperature rise by 2100 versus 1880): 
 

• Step 1 - Alignment with the Green Bond Principles (“GBP”).  
Each green bond has to align with all the four principles 
defined by the GBP:  
o Use of Proceeds: 90% of the proceeds have to be used 

for alternative energy, energy efficiency, pollution 
prevention and control, sustainable water, green 
buildings, low-carbon transport or other green 
categories. The use of a second party opinion and/or 
CBI certification is strongly preferred, Controversial 
sectors are excluded (e.g. Tobacco, Fossil fuels, nuclear, 
etc.)  

o Project Evaluation: there must be a clear process how 
to identify projects and which criteria are being used  

o Management of Proceeds: proceeds must be separated 
from the general account of the issuer such at all times 
proceeds are traceable  

o Reporting: the issuer must at least once a year report 
on the proceeds of the green bond. Using 
environmental Key Performance Indicators (eKPIs) as 
defined by the GBP is strongly preferred. Third party 
auditing of this report is strongly preferred.  

 
• Step 2 - Alignment with the Climate Bond Initiative (CBI) 

taxonomy.  
The Climate Bond Initiative has defined minimum sector 
criteria for an issuer to align the impact of a green bond with 
the maximum temperature rise of two degrees by 2100. NN 
IP has access to all these sector criteria and the database 
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which CBI is keeping track according to its own taxonomy. 
NN IP assess how green bonds compare to the CBI 
taxonomy.  
 

• Step 3 - Proprietary assessment of the ESG profile of the 
issuer.  

 

 
 
Next to the NN IP restriction criteria on controversial sectors 
and projects, we also assess the ESG-profile of the issuer. We 
exclude all issuers with a controversy score of 5 on 
Environment (E), Social (S) or Governance (G), and issuers 
with a Sustainalytics risk rating above 40. Also, it is very 
common to have a personal call or meeting with the issuer 
on these topics.  
 
The restriction of an individual issuer is considered to be a 
last resort, but in some cases it is unavoidable. We restrict 
issuers only when engagement is deemed either not feasible 
or unlikely to change the issuer’s conduct or involvement in 
specific activities.  
As a result, we reject about 17% of the total outstanding 
“labelled green bonds” of the global green bond universe. 
We track all features of the outstanding global green bonds 
in our Green bond database. 
 

3d What principles and criteria linked to climate change are taken 
into account in the funds? 
 
NN IP is committed to the Paris Agreement and the funds exclude the 
following activities which have a clear negative impact on global 
warming: next to the firm wide restrictions on thermal coal mining and 
oil sands exploration  there are specific restrictions for these funds; 
arctic drilling and shale oil and gas exploration. 
This is more elaborately described in the NN IP RI Viewpoint policy. 
NN IP also has put in place a specific Climate Change policy.  
 
The NN (L) Patrimonial Balanced European Sustainable is a diversified 
fund. 
The fund measures the carbon intensity and aims for a lower carbon 
intensity than the benchmark, reflected in the individual asset classes 
of the fund.   
 
For the equity part of the portfolio:  
The fund invests in sustainable solutions that are, amongst others, 
linked to renewable and cleaner forms of energy and clean mobility.  
 
 
 

For the Credit part of the portfolio: 
No particular climate change principles and criteria exist, other than 
the criteria already described in 3c, which includes for example the 
exclusion of oil sands. 
 
For the Green Bond part of the portfolio: 
By design Green Bonds have a focus on environmental impact. The 
three steps that determine the eligibility of our green bond universe – 
as described in 3c – are therefore directly or indirectly related to 
climate change.  For us, it is of vital importance to look at both the 
issue and the issuer to determine whether the bonds qualify for our 
fund, not solely relying on the ‘label’ or second-party opinions. The 
external criteria we take into account are the Green Bond Principles 
and alignment with the CBI taxonomy. 
 
Illustrating the importance of climate change to the Green Bond part 
of the portfolio, our NN (L) Green Bond fund has been awarded with 
the GreenFin label since March 2018. Created and supported by the 
Ministère de la Transistion ecologique et Solidaire in France, of which 
Novethic is official auditor, the GreenFin certification is focused on 
financing energy transition, ensuring transparency and quality of the 
environmental characteristics of the investments. Each year this label 
is subject to a renewal audit led by Novethic. 
 
 
3e What is the ESG analysis and evaluation methodology of the fund 
manager/fund management company (how is the investment 
universe built, what rating scale is used etc.)?  
 
For the equity part of the portfolio of the NN (L) Patrimonial Balanced 
European Sustainable the following holds: we believe our added value 
lies in identifying potential long-term winners through proprietary 
fundamental bottom-up stock picking, focusing on sustainable 
business models and material ESG aspects that are often overlooked 
by the broader market. 
 
We make use of fully integrated ESG research, to benefit from the 
market’s inability to correctly price/value ESG behaviour and risks, and 
its effect on long-term value creation. Material ESG factors have a 
strong influence on intrinsic company values which are often not fully 
recognised by the market. They help in identifying corporate 
opportunities, threats, strengths and weaknesses. Our ESG approach, 
in combination with applying the latest research insights, contribute 
to generating a complete, and in our view, superior fundamental 
analysis of corporations. 
 
Avoiding controversial ESG behaviours is also a source of financial 
value creation, through the elimination of tail risks, and thus a factor 
in improving the Sharpe ratio (as was evidenced by the findings of our 
joint research project with academic institute ECCE). 
 
Finally, we focus on the direction of the abovementioned ESG and 
financial metrics. For example, positive fundamental financial 
momentum and positive ESG momentum. These indicators could 
potentially be linked with future financial outperformance (another 
outcome of our ECCE academic research project). 
 
On top of the company-wide activity restrictions, the strategy 
additionally restricts activities in: firearms & military contracting, 
nuclear energy, gambling, adult entertainment, fur and specialty 

https://assets.ctfassets.net/y4nxuejkhx03/30sJbqQ0K68KQtNi4WuBYb/47bd788f0629ce8103f46b583b5cabad/NN_IP_RI_Viewpoint_policy_for_Sustainable_and_Impact_funds.pdf
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leather and unconventional oil and gas including artic drilling. The 
strategy also excludes companies fundamentally engaged in 
businesses that contravene generally accepted values and standards: 
violation of the Universal Declaration of Human Rights, violation of the 
core ILO conventions, violation of OECD Guidelines for Multinational 
Enterprises and involvement in oppressive regimes. 
 
Credit & Green Bond part of the portfolio:  
As an integral part of our credit research process, ESG analysis is 
carried out by NN IP's credit analysts. Analysts have access to the ESG 
database, which includes information on how each company scores on 
different ESG factors compared to its sector average, and if there are 
any structural issues or controversies from an ESG perspective. The 
analysts incorporate the results of their analysis into credit research 
templates, called company score cards, ensuring that they have looked 
at all material aspects. The ESG factors covered include amongst 
others environmental damage and climate change, corruption, human 
rights, health and safety, as well as good corporate governance. 
 
 
3f How often is the ESG evaluation of the issuers reviewed? How are 
any controversies managed? 
 
All company profiles are fully updated at least once a year by 
Sustainalytics and continuously monitored by our internal research 
team. In 2021, we discussed all companies that have a controversy 4 or 
5 score from Sustainalytics in our Controversy & Engagement Council. 
This Council‘s role is to monitor engagements, assess controversies 
and provide recommendations to the ESG Committee on the 
appropriate steps to take. They also monitor progress made by 
companies who are in the process of remedying past controversies. 
The Controversy & Engagement Council is chaired by a member of the 
Responsible Investment team. Its members include portfolio 
managers and analysts. The Council makes recommendations to the 
ESG Committee and maintains a database of all our engagement 
dialogues and the progress made, which is accessible to all the 
investment teams. 

Regarding funds, the holdings are subjected to ongoing day-to-day 
monitoring by Investment Restriction Control, part of the risk 
department. 
 
If a company becomes active in a sensitive country (e.g. Sudan), or gets        
seriously involved in controversies such as those relating to human 
rights issues, or fails to comply with our restrictions criteria, then the 
company is subject to exclusion. The Exclusion List of companies is 
updated quarterly. Furthermore, during the first five years of existence 
of the strategy, an independent Advisory Board has also helped our RI 
strategies in further deepening and extending knowledge on ESG 
topics and criteria. 
 
 
 
 
 
 

Section 4. Investment process 
 
4a How are the results of the ESG research integrated into portfolio 
construction? 
 
For the NN (L) Patrimonial Balanced European Sustainable fund, ESG 
integration is applied throughout the whole portfolio and therefore 
applies to equity, corporate and government (related) investments. 
The structural integration of environmental, social and governance 
(ESG) factors into the investment process forms the basis of our 
approach. This contributes to make better-informed decisions that 
optimise long-term risk-adjusted returns and have a positive impact 
on society as a whole. We are convinced of the benefits of integrating 
environmental, social and governance (ESG) information into the 
investment process. ESG is relevant because it relates to both 
corporate competitiveness and the strategic choices companies make. 
Integrating ESG factors in the financial analysis enables our analysts to 
unlock potential value by identifying the associated opportunities 
and/or risks, which we then use as the basis for their investment 
decisions. 
 
Equity part of the portfolio:  
After applying our norms-based restrictions criteria, the investment 
universe is subjected to our financial criteria (using our proprietary 
ranking and financial analysis tool). This ranking tool is used to 
prioritise bottom-up research, including three main screens on 
Valuation, Quality and Momentum. 
 
Credit & Green Bond part of the portfolio: 
As decribed in question 3e, ESG analysis is carried out by NN IP's equity 
analysts, and credit analysts as an integral part of our credit research 
process.  
The portfolio managers use credit analysts’ input in their decision 
making. It is fully integrated into the investment process and ESG is 
taken into account in every investment decision. 
 
The NN (L) Patrimonial Balanced European must  score better on at 
least two indicators compared to the benchmark/investment 
universe. The first indicator for the fund  with a coverage rate of at 
least 90%, and the second with a rate of coverage of at least 70%.  
These 2 extra-financial goals for the fund are mentioned below: 

 Carbon Intensity (Annually, per EUR 1mn revenues, 
scope 1, 2    & 3) 

 Human Rights Compliance (HR - Global Compact 
compliance score: measures which percentage of 
companies (exposure based) complies with 
Principles 1 and 2 (Human Rights) of the Global 
Compact Principles 

 
Carbon data is provided by ISS – ESG on an issuer level. ISS - ESG 
derives the data from the CDP reporting of the corporations directly or 
uses an estimation model for missing data.  
 
Human Rights Compliance data is provided by Sustainalytics. 
 
4b How are criteria specific to climate change integrated into 
portfolio construction? 
NN IP has developed a materiality framework. This framework 
outlines our view on material ESG issues per sector. The 
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materiality framework has four pillars 1. Business model, 2. 
Governance, 3.  Environmental and 4. Social. In this framework, 
climate change issues are captured under the factor of “Business 
Model” and “Environmental” and is material to most of the 
sectors. 
With respect to climate change the material factors are:  

• Climate change strategy, environmental policy  
& management systems 

• Carbon emissions, energy management 
• Environmental impact of product and services. 

 
To assess climate change risks of a company or issuer, material ESG 
issues are linked with specific performance issues.  Our analysts 
look at data taken from corporate disclosures and external data 
providers and make use of our proprietary corporate and 
sovereign ESG indicator tool, the ESG Lens. The environment score 
within the ESG Lens consists of, among others, analyses of carbon 
intensity, water, and waste pollution. The ESG Lens allows us to 
assess the performance of companies on ESG issues such as 
climate change and captures measures such as GHG emissions, 
involvement in fossil fuels, electric vehicle production. The data 
from the ESG Lens reveals how each company scores on different 
ESG factors compared to its sector average and show if there are 
any structural issues or controversies relating to people, planet, 
and society. Our teams incorporate these ESG analyses into their 
investment cases, while also analysing their materiality for each 
company that is reviewed for investment. This process is applied 
to equities and corporate bonds. A similar procedure is in place for 
government bonds, but instead of using ESG data on a company 
level, we look at country data. 
 
NN IP is committed to the Paris Agreement and the funds exclude 
certain activities which have a clear negative impact on global 
warming. These include, alongside restrictions on thermal coal 
mining, oil sands exploration, arctic drilling and shale oil and gas 
exploration. 
  
In other sectors the analysts and portfolio managers analyse the role 
of the sector and company in the energy transition and analysts take a 
close view on the value chain of the companies. In our active 
ownership activities, we incentivise companies and countries to align 
with the Paris Agreement, implement a strong governance framework, 
and disclose their emissions, targets and progress on climate change 
issues. In the future we also aim to further engage with countries on 
the need to align with the Paris Agreement. We have set an escalation 
strategy in place for those cases where engagement does not provide 
sufficient progress. 
 
 
4c How are issuers that are present in the portfolio, but not subject 
to ESG analysis evaluated (not including mutual funds)? 
All issuers present in the portfolio are subject to ESG due diligence 
before they are admitted into the portfolio.   
 
 
4d Has the ESG evaluation or investment process changed in the last 
12 months? 
Together with our Responsible Investment specialists, we are 
continuously improving our ESG evaluation process. 
 

4e Is a part of the fund(s) invested in entities pursuing strong social 
goals/social enterprises (impact investing)? 
This approach is included in the portfolio through the investment in 
‘green bonds’. Here we select bonds that have a measurable positive 
environmental impact and offer attractive financial returns.  

 
Using this approach we define a bond as ‘green’ when its positive 
impact on the environment is high such that temperature rise aligns 
with the Paris Climate agreement (maximum 2 degree temperature 
rise by 2100 versus 1880). We assess:  

 
• If the green bond is in alignment with the Climate Bond 

Initiative (CBI) taxonomy which has defined minimum sector 
criteria for an issuer to align the impact of a green bond with 
the maximum temperature rise of two degrees by 2100; 

• If the green bond is issued in alignment with the Green Bond 
Principles. For example one of the principles states that at least 
90% of the proceeds have to be used for alternative energy, 
energy efficiency, pollution prevention and control, 
sustainable water, green buildings, low-carbon transport or 
other green categories; 

• Next to that to avoid greenwashing we consider the ESG profile 
of the issuer as well. 

 
 
4f Does (do) the fund(s) engage in securities lending activities? 
No, the funds do not engage in securities lending activities.  
 
4g Does (do) the fund(s) use derivative instruments?   
The NN (L) Patrimonial Balanced European Sustainable fund make use 
of derivative instruments, for duration management.  
 
4h Does (do) the fund(s) invest in mutual funds?   
The fund do not invest in mutual funds.  
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Section 5. ESG Controls 
 
5a What internal and/or external control mechanisms are in place to 
ensure compliance of the portfolio with the ESG rules on managing 
the fund(s) as defined in section 4?  
The holdings within the funds are subject to continuous monitoring. 
Portfolio managers and analysts are responsible for conducting the 
checks. On a continuous basis, analysts provide portfolio managers 
with an update of the ESG profile of all companies covered. This 
generally includes the ESG score, controversy and ESG momentum. 
Consequently, they monitor whether any material changes took place. 
In addition, portfolio managers and analysts continuously monitor if a 
significant event could have a material impact on a company’s analysis.  
The NN IP Controversy and Engagement Council also monitors 
controversies and the progress of the engagement with companies. 
Representatives of the funds are members of the Council.  
 
If a company does not comply any more with one or more of our 
criteria - this could for example happen if a company extends its 
activities by acquiring another company active in an area, which is 
excluded from our universe, e.g. nuclear energy (applicable to our SRI 
equity funds) - then the strategy would redeem its position in the 
company. The portfolio managers will proceed within six months. This 
time frame allows to take all elements into consideration to execute 
the transactions (amongst others the situation in financial markets).  
 
Another reason for disinvestment would be if a company suddenly 
becomes active in a sensitive country (e.g. Sudan), or gets seriously 
involved in controversies, such as those relating to human rights 
issues.  
The fund is also audited on its ESG criteria on an annual basis by an 
external independent auditor. 
 
The portfolio management activity is also monitored by: 
• The front office compliance tools which are set to prevent 

ineligible instruments to enter the portfolio 
• Our  Internal Restriction Control department as a part of Risk, 

which checks for pre- and post-trade compliance of portfolios 
with the applicable policy.   

• The monthly internal portfolio diagnostic report which gathers all 
risk inherent to the portfolios 

• NN IP’s Management Team Investments which regularly monitors 
the investment approach, ESG integration, implementation, risk 
management, and risk budgets. If necessary it will intervene and 
address current or potential issues. 

 
The NN (L) Patrimonial Balanced European Sustainable is among the 
few diversified strategies, in their respective categories, to be awarded 
the SRI Label, since April 2018, from the ministère de l'Économie et 
des Finances in France, which recognises the fund’s standards in term 
of transparency and extra-financial analysis. Next to this label the 
above strategy also received the Belgian Towards Sustainability label 
since January 2020, delivered by Febelfin.   

 
 
 
 

Section 6. Impact measures and 
ESG Reporting 
 
6a How is the ESG quality of the fund(s) assessed? 
For this strategy, we exclude all controversies 4 and 5 based on 
Sustainalytics’ assessment of controversies. 
 
For Equity and Credit parts of the portfolio, we monitor the weight of 
the different controversy categories in our funds versus the 
benchmark.  
We also measure the carbon intensity of our investments and have 
developed a proprietary ESG score, which allow us to compare the 
fund to the benchmark based on this metric. 
 
Regarding the Green Bond part of the portfolio, we measure amongst 
others the CO2 emissions saved per € 1m invested in the fund and 
many details on the green bond projects, which can differ per sector. 
 
6b What ESG indicators are used by the fund(s)? 
For indicated fund, we determine the relative position of companies in 
their sectors by using Sustainalytics scores and our internal analysis 
based on ESG criteria. These ESG scores are mainly based on risks that 
a certain company faces and needs to manage. 
 
6c What communication resources are used to provide investors with 
information about the SRI management of the fund(s)?   

Please find below the list of documents and links where you can 
find further information on NN IP RI approach: 
• NN IP - About Responsible Investing 
• NNIP Responsible Investment Policy 
• UN PRI: RI transparency Report 
• NN IP Annual RI Report 
• Dedicated fund pages. 

 
6d Does the fund management company publish the results of its 
voting and engagement policies? 
Yes, see NN IP Annual RI Report 2021 on pages 36-41 on our voting 
activities and pages 26-35 on our engagement activities. We also 
publish our engagement approach. Our voting policy is publicly 
available on our website. Our votes can be viewed via the Glass Lewis 
portal. 

 
 
 
 
 
 
 
 

https://www.nnip.com/en-INT/professional/asset-management/responsible-investing
https://api.nnip.com/DocumentsApi/files/DOC_002702?channel=nnipcom&_ga=2.22367551.547624735.1671528750-553305942.1635929880&_gl=1*dcuzyt*_ga*NTUzMzA1OTQyLjE2MzU5Mjk4ODA.*_ga_ZG98B2YSLV*MTY3MTYxNTg0My4xODEuMC4xNjcxNjE1ODQzLjAuMC4w
https://assets.ctfassets.net/y4nxuejkhx03/9uSIKd8zDXpOabMUvx1G6/d12e7ddc66e20463e8015e7e8e4f3837/PRI-Transparency-Report-NN-Investment-Partners_2020.pdf
https://api.nnip.com/DocumentsApi/files/DOC_004051?channel=nnipcom&_gl=1*ukl988*_ga*NTUzMzA1OTQyLjE2MzU5Mjk4ODA.*_ga_ZG98B2YSLV*MTY3MTYxMDcwOS4xODAuMS4xNjcxNjExNDU3LjAuMC4w&_ga=2.102669701.547624735.1671528750-553305942.1635929880
https://www.nnip.com/en-INT/professional/funds
https://viewpoint.glasslewis.net/webdisclosure/search.aspx?glpcustuserid=NNI1018
https://viewpoint.glasslewis.net/webdisclosure/search.aspx?glpcustuserid=NNI1018
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Definitions of key terms used in the Code 

Term  Definition 

Divestments  Companies that are sold from the fund portfolio. 

ESG  Environment, Social and Governance 

Engagement  A long-term process of dialogue with companies by investors which seeks to positively influence company 

behaviour in relation to their social, ethical, governance and environmental practices. This includes vote at AGM, 

filing or co-filing shareholder proposals, asking questions at AGM, collaborative engagement initiatives, individual 

company contact and dialogue with policy makers and industry organisations. 

Exclusion  The exclusion of sectors or companies from a fund if involved in certain activities based on specific ESG criteria. 

Fund manager The entity responsible for overall management of the fund. 

Fund(s)  A legal entity, the purpose of which is solely the acquisition of portfolio investments. This also includes 

compartments and sub-funds. 

Fund Purpose  The spirit and overall focus of the fund, but not the investment criteria employed. 

Holdings Equities and/or bonds of companies that collectively comprise the fund portfolio. 

Portfolio A collection of investments managed by the fund manager. 

Signatories  Fund(s) and/or fund manager that commits to disclose SRI information in line with the Code. 

SRI  SRI, a generic term covering sustainable, responsible, ethical, environmental, social investments and any other 

investment process that integrates financial analysis with the influence of environmental, social and governance 

(ESG) issues. It includes an explicit written policy to make use of ESG criteria. NN IP uses RI as a term.  

Voting Policy  Policy of a fund to exercise its voting rights as investors to influence company behaviour.  

 

About Eurosif 
 

EUROSIF, the European Sustainable Investment Forum, is the pan-European network whose mission is to address sustainability 
through the financial markets. Eurosif works as a partnership of the national Sustainable Investment Forums (SIFs) within the EU 
and with the support and involvement of Member Affiliates. Recognised as the premier European forum for sustainable 
investment, Eurosif’s Member Affiliates are drawn from leading pension funds, asset managers, NGO’s, trade unions, academic 
institutes and research providers, together representing assets totalling over €1 trillion. Eurosif’s work includes a focus across 
asset classes - equity and fixed income markets, microfinance, renewable energy, property, private equity and hedge funds - all 
centred around the industry trends and future legislation affecting this space. The key benefits that Eurosif affiliate members 
receive include EU interfacing, SRI information and European wide initiatives that integrate Environmental, Social and 
Governance (ESG) issues into the financial services sector. For the full list of Eurosif Member Affiliates, please see 
www.eurosif.org. 

 
National social/sustainable investment forum to date include: 
• Belsif, Belgium 
• Dansif, Denmark 
• FNG – The German, Austrian and Swiss Sustainable Investment Forum 
• Forum per la Finanza Sostenible, Italy 
• Forum pour l’Investissement Responsable, France 
• Norsif, Norway 
• Spainsif, Spain 
• Swesif, Sweden 
• UKSIF, UK 
• VBDO (Vereniging van Beleggers voor Duurzame Ontwikkeling), The Netherlands 

 
 
 
 

http://www.eurosif.org/
http://www.eurosif.org/
http://www.eurosif.org/
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Disclaimer 
This communication has been prepared solely for the purpose of information and does not constitute an offer, in particular 
a prospectus or any invitation to treat, buy or sell any security or to participate in any trading strategy or the provision of 
investment services. While particular attention has been paid to the contents of this communication, no guarantee, warranty 
or representation, express or implied, is given to the accuracy, correctness or completeness thereof. Any information given 
in this communication may be subject to change or update without notice. Neither NN Investment Partners B.V., NN 
Investment Partners Holdings N.V. nor any other company or unit belonging to the NN Group, nor any of its directors or 
employees can be held directly or indirectly liable or responsible with respect to this communication. Use of the information 
contained in this communication is at your own risk. This communication and information contained herein must not be 
copied, reproduced, distributed or passed to any person other than the recipient without NN Investment Partners B.V.’s prior 
written consent. 
NN (L) Patrimonial Balanced European Sustainable is sub-fund of NN (L), established in Luxembourg. NN (L) is duly  authorised 
by the Commission de Surveillance du Secteur Financier (CSSF) in Luxembourg. Both the fund and sub-fund are registered 
with the CSSF. 

 


