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Investing for a better future

When it comes to deciding how and where
to invest their portfolios, investors are
increasingly considering climate change
along with issues related to environmental,
social and corporate governance (ESG).
Motivated by the economic and social
interests of their beneficiaries and clients,
investors now have the opportunity,
and arguably the obligation, to use
their portfolios and their influence to
help guide us towards a low-carbon
economy. This can be achieved by actively
supporting the transition to a scenario
where global warming is restricted to an
increase of just 2°C.
In response to these needs, Mercer’s industry-leading global Responsible
Investment business1 is working to ensure that the move to a low-carbon
economy is integral to our advice and solutions for clients. Drawing from findings
in our recently published report, Investing in a Time of Climate Change: The
Sequel, we are offering a new way to deploy capital towards more sustainably
managed companies — Mercer’s Passive Sustainable Global Equity UCITS CCF.

1
Mercer’s global Responsible Investment Team has been recognized as the number one investment consulting firm in the Sustainable and Responsible Investing
category by the Independent Research in Responsible Investment (IRRI) Survey 2019, available at http://www.sri-connect.com/index.php?option=com_
content&view=category&layout=blog&id=211&Itemid=1987.
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Why invest in the fund?
1/

2/

3/

4/

5/
6/

Reduced carbon footprint — The fund invests in
a tailor-made index of stocks, which results in a
portfolio with a carbon footprint approximately
75% lower than that of the MSCI World Index.2
Tilting of index weights based on ESG
credentials — A rigorous assessment of every
stock results in more capital being allocated
to companies with strong ESG credentials
and less towards those with poor scores.
Active ownership to drive positive change —
Passive management doesn’t mean passive
ownership; we use voting and engagement
to drive positive change in companies.
Screening of companies that do not meet
our criteria — We specifically exclude
companies involved in activities that don’t
align with the ethos of sustainability.
A broader lens on risk — Incorporating environmental,
social and governance factors into the fund’s
construction takes a broader view on risk.
Low-cost access point — By employing a
passive strategy, where the manager replicates
an index that has been custom-built to deliver
the screens and ESG tilting, the funds are
delivered at a highly competitive fee.

Selecting the right investment
manager for our clients
We believe passive management does not mean passive
ownership. ESG risks will impact long-term risk and return
outcomes, and we believe active ownership is a means
of releasing long-term value for shareholders. This was
a key consideration when selecting the right investment
manager. After conducting an exhaustive and rigorous due
diligence process, we awarded Legal & General Investment
Management (LGIM) an A rating3 as a passive manager
and an ESGp1 rating (Mercer’s highest rating) for its high
levels of ESG integration and strong credentials in active
ownership and the areas of voting and engagement.

Source: Barra, as at 31 December 2019.
Please see Mercer’s Guide to ESG Ratings, available at https://www.mercer.
com/our-thinking/mercer-esg-ratings.html.
2
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How the fund works
The fund is passively managed and tracks the Solactive
Sustainable Global Developed Equity Index (“the
index”), which is designed to track the price movements
of a portfolio of equities filtered for a variety of ESG
criteria. This index is constructed by Solactive AG, a
leading provider of passive solutions in Germany.

The index is a subset of the broader Solactive GBS
Developed Markets Large & Mid Cap Index, which comprises
approximately 1,600 companies. Solactive’s ESG screening
process results in the exclusion of over 330 stocks.4 Every
company that successfully passes this screen is then
quantitatively assessed by LGIM, and its weighting in the index
is based on its ESG score. This is shown in Figure 1 below.

Figure 1. Constructing the benchmark
Starting investment universe

Exclusions

Benchmark index

Solactive GBS Developed
Markets Large and Mid Cap
Index (c. 1,600 stocks)

Exclude companies failing
revenue thresholds

Solactive Sustainable
Global Developed Equity
Index (c. 1,265 stocks)4

ESG tilting
LGIM ESG scores used to tilt
weightings of holdings (within
index constructions limits)

4

As at November 2019. Numbers are rounded.
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Which stocks are excluded from the portfolio?
The fund excludes companies and activities which do not reflect certain sustainability
values identified by Mercer’s Responsible Investment Team.
Our exclusions are based on the following principles:
Adult entertainment

Alcohol

Controversial weapons/armaments

Companies with >10% revenue
derived from adult-entertainmentrelated business activities

Companies with >10% revenue derived
from alcohol-related business activities

Companies directly involved in the
development and production, sale
or distribution of cluster munitions;
anti-personal mines; biological,
chemical and nuclear weapons; and
automatic or semi-automatic weapons

Fossil fuels

Gambling

Tobacco

Companies with >5% revenue
derived from fossil fuels and
the top 100 coal companies

Companies with >10% revenue
derived from gamblingrelated business activities

Companies with any revenue derived
from complete tobacco product
manufacturing and/or >10% revenue
derived from tobacco-related
business activities (for example,
transport, packaging and retail)
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How are stocks weighted within the index?
Each stock that successfully passes through the initial screen is assessed by LGIM on a number of ESG factors. The
resulting score determines the stock’s weighting within the index, subject to the following two constraints:

1/

The individual weight of any security
should not differ more than 3% from its
weight in the Solactive GBS Developed
Markets Large & Mid Cap Index and shall
not exceed 10% of the total portfolio.

2/

The weight of any sector should not be higher
than +2% and not lower than -3% from the
weight of the same sector within the Solactive
GBS Developed Markets Large & Mid Cap Index
(except for sectors with no eligible constituents,
where the sector weight is set at zero).

The 28 ESG factors and categories analysed by LGIM are as follows:
Figure 2. 28 ESG factors and categories
Emissions intensity score (sector)
Reserves intensity score
Climate revenues
Females on board (%)
Women in workforce (%)
Women in management (%)
Female executives (%)
Bribery and corruption policy — raw score
Freedom of association
Discrimination policy — raw score
Scope of social supplier

Environmental

Social: Diversity

Social: Human capital

Employee incidents — raw score
Business ethics incidents — raw score
Social supply chain incidents
Float percent
Equal voting rights
CEO-chairman separation
Independent board members
Average board tenure

Investor rights
Board diversity

Non-audit to audit fees ratio
Audit committee expertise
Income statement auditor

Audit flags

ESG reporting standard
Verification of ESG reporting
CDP participation
Tax disclosure
Director disclosure
Remuneration disclosure

Disclosure
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About our investment solutions
Mercer is an industry leader in providing retirement and investment consulting, advising on $15
trillion in assets globally.* Building on the strong intellectual capital and relationships from these
core services, we have also become a global leader in the provision of investment solutions with
$304.5 billion in assets under management,** including discretionary management services.
We help clients across the full spectrum of the institutional market take
advantage of governance and scale efficiencies with a range of solutions covering
traditional and alternative asset classes, including private markets.
*Source: Mercer, 31 December 2019.
**Source: Mercer, 31 December 2019.

Note: Marsh & McLennan Companies, Inc., acquired Jardine Lloyd Thompson Group plc (“JLT”)
effective 1 April 2019. Assets under advisement quoted include JLT. Please see Important Notices
for important information about assets under advisement and assets under management.

Key fund information
Fees and expenses

Fund domicile/regulatory status

Ongoing charges: 0.15%*

Ireland UCITS CCF

Benchmark

Pricing and dealing

Solactive Sustainable Global Developed Equity Index

Daily

Expected tracking error

Available currency

Up to 50 basis points under normal market conditions

GBP, USD (currency hedging available)

* Fees quoted include sub-investment manager fee and other costs. It does not include Mercer fee or hedging costs. Hedging costs are 0.02%. Sub-investment
management fees are variable and subject to change. Fees quoted are as at 30 April 2020.

Further information
We hope you have found this paper useful and that it provides some insight into how
Mercer encourages many of its clients to think and invest more ethically, responsibly and
sustainably. In practice, within a traditional diversified endowment or foundation portfolio
— for example, equities, fixed income, alternatives and property — you may consider
this fund as a sustainable way of accessing passive equity markets (those where you are
not paying for a manager to attempt to outperform the index). Investing sustainably has
historically been a challenge in this area. If you would like to know more, please speak to
your investment advisor or one of Mercer’s Endowments and Foundations specialists.
Paul Fleming
UK Head of Investment Solutions, Endowments and Foundations
T: +44 0207 178 3373
E: paul.fleming@mercer.com
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© 2020 Mercer LLC. All rights reserved. References to Mercer shall be construed to include Mercer LLC and/or its
associated companies.
The document constitutes a marketing communication.
This document is issued by Mercer Limited. Mercer Limited is authorized and regulated by the Financial Conduct Authority.
Registered in England and Wales No. 984275. Registered Office: 1 Tower Place West, Tower Place, London EC3R 5BU.
This document contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to
whom it was provided by Mercer. Its content may not be modified, sold or otherwise provided, in whole or in part, to any other
person or entity, without Mercer’s prior written permission. The document is for professional investors only. The findings, ratings
and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice. They are not
intended to convey any guarantees as to the future performance of the investment products, asset classes or capital markets
discussed. Mercer’s ratings do not constitute individualized investment advice.
Mercer Passive Sustainable Global Equity UCITS CCF is a sub-fund of Mercer UCITS Common Contractual Fund, an Irish-domiciled
UCITS umbrella fund authorised and regulated by the Central Bank of Ireland. The Sub-Fund may be subject to sudden and large falls
in value, and therefore the investor could lose the total value of the initial investment.
All documentation related to the funds, including Prospectuses and Key Investor Information Documents, where relevant, and
information on costs and charges, can be found on https://investment-solutions.mercer.com/#generalfundinformation. Funds are
only available for sale in jurisdictions where they have been approved for distribution, and translated documents are available where
required on the above website. Mercer relies on third-party information for external funds and is not liable for the accuracy of such
information. This document may also include information on certain funds either within or outside of the Mercer fund range.
Past performance may not be a reliable guide to future performance. Past experience nor the current situation are necessarily
accurate guides to the future growth in value or rate of return. The value of your investments and any income from it may fall as
well as rise and you may receive back less than the amount invested. There is also a currency risk involved in investing in assets
which are in a foreign currency.
Changes in exchange rates may have an adverse effect on the value price or income of the product. The levels and basis of,
and relief from, taxation can change. Where the information refers to a particular tax treatment, such tax treatment depends
on the individual circumstances of each client and may be subject to change in the future. Mercer does not give advice on tax
related matters. Please consult your own tax adviser. For the most recent approved ratings of an investment strategy, and a
fuller explanation of their meanings, contact your Mercer representative. Any forecasts made are not a reliable indicator of
future performance.
This material does not constitute advice or an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other
financial instruments or products or constitute a solicitation on behalf of any of the investment managers, their affiliates, products or
strategies that Mercer may evaluate or recommend. No investment decision should be made based on this information without first
obtaining appropriate professional advice and considering your circumstances.
For conflicts of interest and other corporate policies, please see https://investment-solutions.mercer.com/global/all/en/investmentsolutions-home/corporate-policies.html. All data as at dates specified and source is Mercer unless otherwise stated. This document
may contain information on other investment management firms. Such information may have been obtained from those investment
management firms and other sources. Mercer research documents and opinions on investment products (including product ratings)
are based on information that has been obtained from the investment management firms and other sources. Mercer makes no
representations or warranties as to the accuracy of the information presented and takes no responsibility or liability (including for
indirect, consequential or incidental damages), for any error, omission or inaccuracy in the data supplied by any third party.
The assets under advisement data (AUA Data) reported here include aggregated assets under advisement for Mercer Investments
LLC and their affiliated companies globally (Mercer). The AUA Data have been derived from a variety of sources, including, but
not limited to, third-party custodians or investment managers, regulatory filings and client self-reported data. Mercer has not
independently verified the AUA Data. Where available, the AUA Data are provided as of the date indicated (the Reporting Date). To
the extent information was not available as of the Reporting Date, information from a date closest in time to the Reporting Date,
which may be of a date more recent in time than the Reporting Date, was included in the AUA Data. The AUA Data include assets of
clients that have engaged Mercer to provide project-based services within the 12-month period ending on the Reporting Date, as
well as assets of clients that subscribe to Mercer’s Manager Research database delivered through the MercerInsight® platform.
The assets under management data (the AUM Data) reported here include aggregated assets for which Mercer Investments LLC
(Mercer Investments) and their global affiliates provide discretionary investment management services as of the dates indicated.
The AUM Data reported here may differ from regulatory assets under management reported in the Form ADV for Mercer
Investments. For regulatory assets under management, please see the Form ADV for Mercer Investments, which is available upon
request by contacting Compliance Department, Mercer Investments, 99 High Street, Boston, MA 02110.
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