THE IRISH LIFE
SUSTAINABLE
EQUITY STRATEGY

WHY SUSTAINABILITY MATTERS
We believe in building a more sustainable future for everyone. Investing your money in a
responsible way helps make that future a reality. It also makes good financial sense: companies
that manage Environmental, Social and Governance (ESG) risks are less exposed to issues that
can damage their share prices. Such companies are also better placed, in our view, to create and
preserve long-term investment growth.

THE IRISH LIFE SUSTAINABLE EQUITY STRATEGY
At Irish Life, we pride ourselves on being at the forefront of industry
discussions on ESG themes. Recognising that ESG risks can affect our
clients’ returns, we have been developing new ways to manage that
risk. Building on the progress we’ve already made, we’re proud to
share details of the Irish Life Sustainable Equity Strategy.

EXPECTED OUTCOMES

It’s designed to increase our clients’ exposure to sustainable
companies, and is better aligned with the vital goal of transitioning to

a low-carbon economy. Based on a proprietary index designed by Irish
Life Investment Managers, the strategy aims to deliver returns that are
broadly in-line with global equity markets.
This strategy is used across our flagship multi-asset funds and is also
available on a standalone basis. It might be right for you if you’re
seeking equity-like returns with enhanced sustainability
characteristics.

Similar returns to the
wider market

A similar level of volatility as
the wider market

Enhanced sustainability
characteristics in your portfolio

Lower exposure to ESG
controversies and certain
industry-specific risks

More exposure to companies
with better ESG ratings

Continual improvement of
investee companies through
active ownership

THE STRATEGY – UNDER THE BONNET
QUANTIFYING CLIMATE-CHANGE RISK
Climate change is a vital issue that long-term investors must address. For asset
managers, that means incorporating climate-related risk into investment decisionmaking. However, climate-related risks can be tricky to quantify. We focus on
carbon intensity: that is, carbon emissions per unit of revenue.
We consider carbon intensity a more meaningful measure than a company’s carbon footprint,
because it addresses the discrepancy between large and small companies. Generally, larger
companies will have a bigger footprint as a result of their scale. Carbon intensity lets us
compare companies on equal terms, and means we can quantify climate risks for our clients.
We work out a company’s carbon intensity by dividing absolute emissions by total revenues.
A lower score indicates a portfolio that’s less carbon intensive than the global equity index.
Our portfolio has a score of 118 – 31% lower than the global equities benchmark.

Our portfolio's
carbon intensity score

118

31%

lower than the global
equities benchmark

THE ESG RATING SCORE

FOSSIL FUEL INVOLVEMENT (%)

The degree to which a company’s value is at risk is driven by
ESG factors. A lower score indicates that there is less ESG risk
versus the benchmark. The portfolio’s ESG score is 21 –
9.1% lower than the benchmark.

We score companies based on the revenue they derive from
thermal coal extraction, coal-based power generation, oil &
gas production, power generation and related products and
services. A lower score indicates that there is less exposure to
fossil fuels than the global equity index. The portfolio’s fossil
fuel involvement score is 7.4% – 15% lower than the
benchmark.

The portfolio's
ESG score

The portfolio's
fossil fuel involvement score

9.1%

15%
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lower than
the benchmark

7.4%
lower than
the benchmark

PUTTING IT ALL TOGETHER

HARD
EXCLUSIONS

THE IRISH LIFE
SUSTAINABLE
EQUITY STRATEGY
Reduced exposure to
companies with ‘stranded
assets’ by underweighting
companies with large fossil
fuel revenues.

BROWN
TILT

Assigning capital to companies
with higher ‘Green Revenues’
best placed to benefit from
the transition to a low
carbon economy.

Improved ESG allocation:
Discard the lowest ESG rated
companies and re-assign
the capital to better ESG
rated companies.

BEST-IN-CLASS
APPROACH

Screening out companies in
breach of UN Global Compact
and inherently harmful activities:
controversial weapons, tobacco
companies, thermal coal, oil
sands and Arctic oil.

GREEN
TILT

By excluding harmful companies, assigning capital to companies with higher ‘green revenues’, reducing exposure to stranded assets and
quantifying carbon intensity, we drive more sustainable outcomes for our clients.

CARBON TILT
Incorporate Carbon Risk Rating (forward looking)
and Carbon Intensity (backward looking) data.
Investing more in companies with favourable scores.

HOW DOES THE STRATEGY COMPARE TO GLOBAL EQUITIES?
As a result of our ‘do no harm’ approach, our investible index is a little smaller.
Number of stocks
in the strategy:

Total number of stocks in
the global equity index:

The strategy’s tracking error
is approximately

2550

3000

0.6%

Tracking error measures a strategy’s risk, due to active positions taken by the portfolio manager. It indicates how closely
a portfolio follows a benchmark index.

CONTACT US
To find out more about the Irish Life Sustainable Equity Strategy, speak to your usual contact at Irish Life.
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