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TOBAM is a supporter of the principles of good stewardship and published its first submission to
the UK Stewardship Code in 2013.
TOBAM is an asset management firm established and domiciled in Paris, France having primary offices
in Dublin, Ireland and New York, USA. TOBAM’s Anti-Benchmark® investment methodology is an
original, patented approach based on internal research and a mathematical definition of diversification,
the Diversification Ratio®.
TOBAM has a long-standing commitment to uphold environmental, social and governance issues (ESG).
These principles are integral in the rules structuring our activities. We aim to act in a socially responsible
manner via our business, our social relations and our long-term vision of sustainable growth.
Furthermore, TOBAM and its stakeholders endeavor to actively promote ESG standards and
implementation both at the client level and the industry level.
TOBAM applies and reports on adherence to the 2020 Stewardship Code Principles as follows:

Principle 1: Signatories’ purpose, investment beliefs, strategy and
culture enable stewardship that creates long-term value for clients
and beneficiaries leading to sustainable benefits for the economy,
the environment and society.
TOBAM has a long-standing commitment to strong corporate governance and fully endorses the latest
version of the UK Stewardship Code. TOBAM puts these principles into practice both within the
company and within the portfolios it manages.
First and foremost, ESG means aligning business strategy and operations with universal values. ESG
responsibility can lead to a fundamental transformation of company strategies, operations, corporate
relationships, culture and identity. ESG responsibility is proactive strategic planning, not defensive
communication, which includes philanthropy – but it is much more.
Furthermore, TOBAM supports new ESG regulation and stewardship standards and aims to adopt and
promote these as they are created.
As a French asset manager, TOBAM complies with the disclosure requirements of the Autorité des
Marchés Financiers (French regulator) as well as those of the European Securities Markets Authority
Sustainable Finance Disclosure Regulation (ESMA SFDR). In the UK, TOBAM aligns its activities where
possible with the Financial Reporting Council’s UK Stewardship Code.



Investment beliefs

TOBAM fosters a spirit of innovation that is found across all levels of the organization. Looking beyond
the obvious, questioning norms, anticipating future changes all whilst integrating clients’ requirementsthis is TOBAM’s “Out of the Box” culture.
Our mission is to provide rational and professional solutions to long term investors in the context of
efficient markets. To achieve successful implementation, we consider it our responsibility to review all
the factors that may influence wealth creation and therefore impact our portfolios’ characteristics. Our
clients have a long-term approach to investing and our sustainable way addresses these concerns.

Some investment beliefs related to responsible investments:

01. Adoption of a long-term view (vs. short-term view)
In alignment with the long-term views of our investors, every initiative we take at TOBAM is looked at
with a long-term view. Short-term gains may seem attractive but what matters is longevity (in terms of
resource efficiency, responsible use of resources, human and financial capital etc.). TOBAM focuses on
the long term, a notion that is at the heart of our investment philosophy and applies to TOBAM both at
the corporate and investment level. Incorporating ESG criteria within our investment process is not
intended to provide additional performance, but rather is instrumental in managing the risks and aligns
well within the larger context of long-term investment.

02. Research-based ESG Integration enhancements
TOBAM spends a significant amount of its time and budget researching the subject of sustainable
investments and working on the development of pragmatic and science-based responsible investment
integration approaches.
Our objective is to devise with rational and professional ways in which to implement further ESG
integration, while not changing the nature of our Maximum Diversification® investment philosophy.

03. Partnership-driven (vs. purely internal)
TOBAM’s expertise is quantitative modelling. We believe our ESG approach can benefit from external
initiatives and experts, notably companies and researchers dedicated to SRI analysis. TOBAM’s ESG
integration approach relies on institutional investors’ expertise as well as ESG data providers.

04. Transparency
Transparency is a core value of TOBAM, at the investment level (Investment process, Research, SRI
policy) as well as at the corporate level in the HR management, and communication to clients, partners,
shareholders and employees.

05. Responsible Use of Influence
TOBAM believes in the benefits of actively trying to promote good practices. TOBAM uses its
ownership position in companies to further its commitment to socially responsible investing on behalf
of clients, and to improve corporate governance. This has translated into direct as well as collaborative
engagement.
Growing social issues (demographic growth, aspirations to economic and social development, etc.)
combined with environmental constraints (limited natural resources, greenhouse gas emissions, climate
change, etc.) will lead to an unavoidable shift in economic models.



A strategy that enables stewardship

Deeply aware of these overriding issues, TOBAM made a clear decision to make sustainable
development one of its core values and set up its “Sustainable Way” of investing responsibly, in line with
its clients’ best interests as long-term investors.
TOBAM integrate and include ESG issues by 4 core pillars:
1. Applying an exclusion policy banning all issuers considered non-compliant with sustainability
requirements and therefore exposed to specific risks (future regulatory penalties,
reputational damages, etc.), which could have a negative impact on the funds
2. Implementing a systematic carbon footprint reduction of at least 20% versus the reference
benchmark’s carbon footprint: applied across TOBAM’s equity, fixed income and multiasset portfolios and mandates.
3. Monitoring ESG footprint: Using officially published data, monitoring of the E, S and G criteria
for all listed companies of our investment universe, TOBAM monitors the ESG footprint of
its holdings and portfolios using a proprietary method to assess such ESG footprint.
4. Acting as a responsible shareholder
 by properly documenting the exercise of its voting rights covering the majority of
securities held in the portfolios, as well as acting in accordance with its own
proprietary voting principles on a number of key corporate governance items.
 Engaging with companies: Recognizing the value of different forms of
engagement, TOBAM participates in direct engagement as well as collaborative
engagements with other partners or investors.
In addition to the core four pillars, TOBAM is determined to play a role in two core angles:
 Conducting various ESG research projects to better understand how to implement
responsible investment approaches into its own proprietary quantitative management
process.
 Promoting responsible asset management practices vis-à-vis the media, our clients
and peers, to help contribute to the implementation of more robust ESG-related
requirements for investments; as well as to pursue the development of a more
responsible financial system overall.
As a French asset manager, TOBAM complies with the disclosure requirements of the Autorité des
Marchés Financiers (French regulator).


A culture that enables stewardship that creates long-term value for clients and
beneficiaries leading to sustainable benefits for the economy, the environment and
society
This year we celebrated the 10th anniversary of TOBAM signing the Principles for Responsible
Investment as well as the United Nations Global Compact Principles and we consider both challenges
going hand in hand.
What we expect from our investee companies, we apply the same requirement to ourselves.
Our commitment to Sustainability consists in managing our social and environmental externalities at the
Corporate level.
TOBAM has been a consistent promoter of human rights and we will be celebrating next year the 10th
anniversary of our Human Rights donation mechanism.

When we launched our emerging markets equity strategy, back in 2011, we were concerned by the
human rights challenges in some of these regions, and the lack of alignment with the long-term
interests of our investors. We decided to donate a part of our revenues to NGO’s defending human
rights worldwide, to support fundamental human rights as a basic ethical norm, but also as the optimal
enhancer to creativity, innovation and, ultimately, to long-term economic growth.
Since we started this initiative close to 10 years ago, over €1 million has been donated to this cause.
For its own corporate practices, TOBAM is committed to:

Developing a responsible and collaborative Governance system overseeing its CSR and RI
approaches in compliance with its commitments to the UN-Global Compact and Principles for
Responsible Investment.




Alignment of interest between shareholders, employees and clients/distributors
Sustainability committee to monitor and develop CSR & SRI projects and
missions
Involvement of employees via the Employee Sustainability Initiative



Monitoring its Environmental impact through mitigation and off-setting



Promoting Social Progress through:
 Donation mechanism to support Human Rights
 The Youth Sponsoring Initiative
 Human Resources policies
 Gender Inclusion & Diversity Initiative



Clients’ interests first through research focus

45% of the 51 employees at TOBAM are involved in portfolio management & research; focusing on
Theoretical support, product research & development and implementation innovation. By putting
theoretical and applied research at the heart of our firm to support the originality and utility of our
services, we aim to demonstrate a unique capability that is indeed client centric, as many of those
initiatives follow client and investor requests and inquiries.
Examples and statistics are presented in the reporting section.

Reporting on Principle 1:
TOBAM’s systematic and quantitative process, supported by the dedicated research team, allows us to
quantify the impact of the ESG integration on our strategies.
Illustration of our 4 pillars
01. Exclusion Policy
TOBAM Exclusion policy is implemented using the firm-wide tool called Pilot, a fully integrated portfolio
and trade management system including risk and compliance modules. Below is a screen shot of the
module used by the Risk team to review the instruments to be excluded from the investment universes
of funds and mandates.
The example below presents a few examples for illustrative purposes:

02. Carbon Footprint Reduction
TOBAM implements a systematic reduction of at least 20% versus the reference benchmark’s carbon
footprint across TOBAM’s equity and fixed income portfolios and mandates.
Implemented in August 2018 for strategies, and in September 2018 for the Maximum Diversification®
equity indices, it was extended Anti-Benchmark® equities to the Anti-Benchmark® fixed income and
multi-asset strategies in June 2019.


Example 1: Emerging Markets Equity

as of 30 September, 2021



Example 2: Global High Yield

03. Stewardship Policy: Voting and Engagement
TOBAM has always been aware of its role in the economy and as such has proactively decided to
make Sustainability a core value both at the investment and at the corporate level.

Sustainable investing is not meant to highlight a moral or ethical point of view, nor is not meant to
determine what is good or what is bad. We believe that integrating ESG criteria is instrumental in
managing risks and makes sense in the context of long-term investments.
In this spirit, TOBAM’s Stewardship policy’s primary objective is to identify and influence investee
companies under controversies or facing ESG challenges and to use our shareholder and creditor
responsibility as a way to further the dialogue and to influence best practices. Management of
potential reputational, legal, environmental, social risks is the priority of TOBAM’s stewardship
policy.
Promotion of best practices and further reporting is a key target along with our stewardship efforts.
We consider that commonly named “extra-financial” factors are on the contrary, very much financial
as they may have significant consequences on assets’ valuation and therefore on returns. They are
integral in the rules structuring our investment activities, considering their financial materiality over
the long run.
TOBAM uses General Assembly Votes, Engagement, Contribution to Public Goods (Research) and
Public Discourse (media & Conferences) to enhance its stewardship responsibility, reach better
understanding of investee companies’ policies, develop risk monitoring of controversies, ESG and
climate related risks and promote best practices.
Voting
Links to our stewardship policy and voting report below:



TOBAM Voting Policy
TOBAM Voting Report 2020

Voting metrics from 2020
Below are some metrics quantifying the participation rate and % of meetings where votes were cast:

Engagement
TOBAM aims to act in a socially responsible manner via its business, its
social relations and its long-term vision of sustainable growth. By upholding
these principles every day we make sure that TOBAM does not veer from its
“sustainable” journey.
We consider engagement towards third parties, the industry and the
investee companies as another crucial step towards the promotion and
development of responsible investment.
TOBAM’s engagement policy and annual report on engagement initiatives
are available online:



TOBAM Engagement Policy
Engagement Report March 2021
04. ESG Footprint

TOBAM has a proprietary monitoring process of E, S and G criteria which allow to construct an “ESG
footprint” for each individual holding in the company. ESG footprint is computed based on raw public
data published by companies such as the presence of -Waste reduction, Energy Consumption and
Climate Change policies for the E dimension, or such as Social Supply Chain Management, Health
Protection and Equal Opportunity policies for the Social Dimension; for instance the percentage of
independent directors, CEO duality or chairperson independence for the Governance dimension is an
important criteria.
For each portfolio we are producing a comparable file to construct the ESG footprint. The graphs help
us to spot outliers on the E, S, G or aggregate dimension. Based on this we may decide to discuss an
outlier in more detail in the Sustainability committee. To analyze what made a stock an outlier, we can
go into the raw data and this will then help to decide, whether exposure to the outlier should be
reduced. So far we did not have any such case happening.
See below screenshots of the excel file dedicated to the follow up on our ESG footprints:
1) Exposure evaluation: Social footprint variables* per security

1) Exposure evaluation: 1 worksheet per pillar

2) Exposure evaluation: ESG footprints summary



Demonstrating how we put clients’ interests first through research focus

TOBAM centralizes and monitors all client requests for research, data, reporting and other information
in an internally managed system (internally known as the ‘TOBAM Client request repository).
Over the last 5 years (11/2016-10/2021) there have been more than 1200 requests made by client
service and product specialists on behalf of clients across a range of topics. Some aggregated figures
are below:
Legal
query

Risk
Management

portfolio
management

Research
request

Reporting
Request

3%

1%

21%

28%

47%

Principle 2: Signatories’ governance, resources and incentives
support stewardship


Governance & Resources

TOBAM created the Sustainability Committee in 2016 dedicated to this topic to challenge and
monitor our approach and maintain a high level of commitment over time. Its membership is drawn
from Portfolio Management, Compliance, the Executive Committee and an external consultant
dedicated to SRI.
The committee is in charge of piloting all CSR and SRI related topics, ensuring that these considerations
and projects remain on top on TOBAM’s agenda as well as coordinating with the various different teams
any new projects or ideas. There are quarterly meetings with minutes taken to ensure tracking and
monitoring of projects.
Four members are currently part of this Committee, as presented below:

TOBAM’s Sustainability Committee also relies on TOBAM’s investment team and key people, making
TOBAM’s ESG Task Force. This working group is in charge of brainstorming, coordinating,
investigating and monitoring ESG integration within TOBAM’s investment process via research projects
or implementation initiatives.
The idea driving the taskforce is that ESG should not be treated as a “silo” within TOBAM, but rather as a
transversal principle that should involve all the company’s organisation. As such, the taskforce includes
“ESG leaders” and contributors in each relevant dimensions of the company.

To illustrative their collective skills and experiences, the 15 members of the task force have:
On average 13 years industry experience
On average 5 years’ experience in Sustainability-tangent functions
Stewardship as an expression of TOBAMs voting dedication and engagement initiatives is supported by
both the sustainability committee, and the ESG Task force. These efforts are also monitored closely by
compliance and the risk team.
In addition to incorporating ESG criteria into TOBAM’s investment process, another way of acting
responsibly as an asset manager is to wisely use the power of influence arising from our equity
ownership in companies.
We believe that over the long run, good corporate governance should lead to both better corporate
performance and improved shareholder value. Therefore, on behalf of clients, we use our ownership
position in companies to further our commitment to socially responsible investing and to improve
corporate governance by exercising proxy voting rights: engaging with investee companies on specific
topics.



Voting Principles
TOBAM’s Voting Policy

While the overall exercise of voting rights is based on ISS’s “SRI International Proxy Voting guidelines”,
we have gone one step further by defining our own voting principles on certain key corporate
governance issues.
Our role as a shareholder is therefore to make sure the appropriate governance systems are in place in
the companies we invest in, rather than judging management decisions per se.
Thus, we have decided to closely monitor the appointment process for Board members, and to
supplement ISS voting policy with some proprietary voting guidelines, with a particular emphasis on
boards’ diversity and independence.
Additionally, as we consider sustainability as a risk management and performance factor over the long
run, we believe that it is our role as a shareholder to exercise our voting rights on behalf of our clients to
improve the sustainable development of the firm in which we invest. Our proprietary voting principles
therefore support shareholder proposals asking for more transparency on sustainability issues (ESG
board committee, Improvement of Human Rights Standards or Policies, etc.)

 In a fully transparent way: the voting policy and voting report (details on how we voted) are
publicly disclosed on our website.

 Engagement & Dialogue
Recognizing the value of different forms of engagement, TOBAM carries out direct engagement as well
as collaborative engagements with other partners or investors. TOBAM acts individually or collectively
based on information gathered by its partner ISS or issued by other stakeholders such as investors or
human rights NGO’s. All engagement initiatives are discussed and decided during the Sustainability
Committee.
 Engagement with companies excluded by Norges Bank
Being excluded by Norges Bank can have significant consequences for listed companies - first on their
reputation, and second, on their general ability to access financial markets.
Norway’s Government Pension Fund Global is Europe’s largest pension fund in terms of assets under
management1 and is also one of the largest equity holders in the world.
As a pioneer in Sustainable and Responsible Investment, their recommendations are followed by
numerous asset owners and managers, hence further increasing the impact of their exclusions.
In 2017, TOBAM decided to start actively communicating with companies that have been placed on the
Norges Bank’s exclusion list and resultantly excluded from our investment universe.
We believe that leveraging on Norges Bank exclusions and spreading their impact will contribute to
further developing best practices and encouraging the adoption of sound ESG policies by a wider
range of companies worldwide.
To view Norges Bank’s exclusion list please visit: https://www.nbim.no/en/responsibility/exclusion-ofcompanies


Leveraged engagement on holdings

Following on discussions and brainstorming with long-term partners/ investors, TOBAM has set up an
initiative to open a dialogue with two to three companies per year based on identified allegations
(issued by ISS norm-based research) of failure to prevent or address social or governance controversies
in line with established standards.
These discussions will be led by TOBAM but in partnership with large institutional clients in order for
TOBAM to benefit from its clients base and amplify its actions by leveraging from these large asset
owners' influence.
 Ad-hoc engagement on holdings
TOBAM might decide to start an engagement action following any serious allegations of ESG-related
shortcomings identified by investors or partners NGO’s. TOBAM has been supporting human rights
NGOs and these groups might identify specific issues with companies held by TOBAM.
The engagement process has a long-time horizon and if we are not satisfied with the responses and
actions of certain companies, this might ultimately lead to an exclusion from our investment universe.
All initiatives and decisions are discussed and debated during the Sustainability Committee.



Resources and providers

In addition to several meetings held by the sustainability committee to brainstorming on engagement
topics and decide on priorities, we use data and information provided by partners. In particular, ISS
ESG, which is specialized in ESG research and is providing TOBAM with a collaborative engagement
initiative on top of regular exchange on specific names. TOBAM is also a long partner and supporter of
human rights NGOs such as Human Rights Watch, Amnesty International & Reporters without
Borders and they might have raised on a regular basis challenges or controversies faced by some
companies, or issues of particular interest. TOBAM has recently being working with Urgewald, non
profit organization, supporting environment and human rights, as a key provider and leading
researcher ion the field of coal exclusions and challenges.

After pooling all this information, we decide during the sustainability committee which engagement we
will conduct. This enables us to engage compagnies on issues that really matters and where we believe
we have some leverage to create change.



Traceability

Furthermore, all engagement actions are recorded into TOBAM’s Pilot system which allows Portfolio
Managers to closely monitor ongoing and completed engagements done by TOBAM.
Below is a screen shot of the module, assuring a transparency and ease the access to this information.

Source: TOBAM, enagement monitoring module

Reporting on Principle 2:


Incentives

The committee sponsor and other members are incentivised to integrate stewardship into future
enhancements to TOBAM’s Sustainability initiatives and investment capability enhancements. This takes
place via end of year review and annual objectives variable remuneration. The current remuneration
policy and structure does not encourage excessive risk-taking with respect to sustainability risks.
Employees that are designated as being relevant to the sustainability measures at TOBAM are notified
as such and this metric is included in their annual performance review. TOBAM’s performance
management, reward and personal development processes such as end of year appraisal processes
have a responsible investment element for managers and employees involved in ESG risks and
opportunities considerations.
Goals and responsible investment considerations are included in appraisal processes and variable pay
is linked to the inclusion of risks and opportunities related to ESG.



Trainings

In addition, two members of the sustainability committee provide annual training on ESG and
stewardship-related topics to staff, providing a refresher to both new and experienced employees.



Effectiveness

TOBAM organisation and effectiveness around stewardship and engagement is quantified in two ways
First TOBAM’s voting participation is a key element of performance in terms of voting

See below historical participation rates:

Source: TOBAM, ISS

On this point, improvement is expected in terms of identifying voting resolutions and being able to
communicate to investee companies of those specific challenges. TOBAM is working on improving this
part of the voting process.
In terms of engagement, TOBAM is measuring engagement efficiency, by quantifying the number of
actions (published every year in the engagement report and monitored by the sustainability committee)
while also establishing success and how escalation processes are efficient.
Feedbacks from these experiences are still rare since engagement initiatives are long-term processes,
but TOBAM has already had several engagement successes (meaning companies that have successfully
answered to TOBAM’s questions and issues raised) while also one situation where escalation has failed
and decision to exclude the company has been taken.

Principle 3: Signatories manage conflicts of interest to put the best
interests of clients and beneficiaries first
TOBAM’s Conflicts of Interest Policy establishes the general framework for the management of potential
conflicts of interest. In managing these conflicts, the company takes into account:
1. the risk that a conflict of interests may adversely affect the interests of a client, a group of clients
or all clients, and the degree of that potential harm;
2. the nature, scale and complexity of the company’s business domestically and internationally
3. the nature and range of products and services offered in the course of the business involved in
the conflict
4. the type(s) and sophistication of client(s) likely to be affected
5. the type of client relationship
6. applicable rules and regulations.
Details are available in TOBAM’s conflict of interest policy:
1. Introduction
This Conflicts of Interests Policy should be read in conjunction with policies and procedures applicable
to all employees of TOBAM. All employees are required to familiarise themselves with this document
and the other documents referred to in it, and to consider their impact on their particular business and
responsibilities. It is every employee’s responsibility to recognize that such conflicts of interests exist
and take an active part in their identification and management.
2. Maintenance of the policy and interpretation
Maintenance of this Conflicts Policy is the responsibility of the Head of Compliance (HCC). This
Conflicts Policy is under constant review and is amended, or new policies are created, as necessary to

keep up with relevant regulatory and industry best-practice developments and to keep pace with the
company’s business as it evolves.
Questions as to interpretation or applicability of this policy should be directed to the HCC.
You can consider that there is a conflict of interests when you need to hide or have trouble revealing a
fact you know about to hierarchy or HCC.
3. Categories of Conflicts of Interest
In determining whether there is or may be a conflict of interests, the company takes into account
whether the company or an employee:
• is likely to make a financial gain, or avoid a financial loss, at the expense of a client
• has an interest in the outcome of a service provided to a client or of a transaction carried out on behalf
of a client, which is distinct from the client’s interest in that outcome
• has a financial or other incentive to favour the interest of one client or group of clients over the
interests of another client or group of clients
• carries on the same business as a client; or
• Receives or hopes to receive, from a person other than a client, some benefit in relation to a service
provided to the client.
TOBAM takes reasonable steps to manage conflicts of interests. In managing these conflicts, the
company takes into account
• the level of risk that a conflict of interests may adversely affect the interests of a client, a group of
clients or all of its clients, and the degree of that potential harm
• the nature, scale and complexity of the company’s business domestically and internationally
• the nature and range of products and services offered in the course of the business involved in the
conflict;
• the type(s) and sophistication of client(s) likely to be affected
• the type of relationship the company has with the client; and
• Any applicable rules and regulations.
4. Managing conflicts
The company maintains an organizational structure that helps manage conflicts of interests:
- Segregation of duties: reporting lines are separate to prevent or limit interest conflicts between
research and fund management.
- Remuneration is designed to avoid incentives which could promote conflicts between its employees
and its clients, to the extent reasonably possible.
- Soft dollars are not permissible.
- Where TOBAM FCP’s will invest in other TOBAM’s FCP, there will be neither subscription/redemption
fees.
- Aggregation of orders will only be permitted where it is unlikely that the aggregation of orders and
transactions will work overall to the disadvantage of any client, and allocated fairly, subject to the
company’s allocation policy
5. Compliance Policies
All of the Policies advise employees on conflicts management in some way. Please find a more detailed
description of certain of the Policies below.
(a)
Personal Investment Policy
The Personal Investment Policy sets out guidance to limit conflicts of interests in connection with
employees trading for their own account. TOBAM ‘s personal investment policy is intended to ensure
that at all times employees place client’s interest ahead of their own or those of their immediate family.
6. Disclosure
Where a conflict of interests is inherent or unavoidable, a transaction or relationship may proceed only
if:
• applicable regulations permit, or do not prohibit it;
• President or HCC have approved the transaction or relationship

• The conflict will be disclosed to the client and consent obtained before undertaking business on the
client’s behalf.
7. Reporting
Where potential material conflicts of interests are identified, these should be notified to the HCC and
the President in the first instance to ensure that appropriate action is taken
8. Record keeping
The conflict of interest’s policy and conflicts log should be kept for 5 years.

Reporting on Principle 3:
To manage both potential and realized conflict of interests, TOBAM maintains a cartography of conflict
of interests register. A few examples are provided below:



Cartography of Conflict of interests:

Conflict

Risk

Related Party
Transactions

TOBAM could invest in transactions where an
employee has a material interest.

Gifts and
Entertainment

- Expensive gifts may impact decision making of
TOBAM employees and could compromise their
duty to act in the clients’ best interest.
- Where TOBAM is the provider the opposite is also
potentially a conflict.
Directly-managed Portfolios, indices and advisory
could front run each other.
Directly-managed portfolios could front run each
other.

H

Clients / subscribers could pay for external research
and not benefiting fairly from it.

Front running

Soft dollars

Level Mitigation
of risk
H
- The Code of Ethics requires disclosure of all employee
holdings.
- TOBAM’s investable universe is the MSCI.
- Equity: the process is systematic and automatized.
- Bond: the selection of issuer is systematic.

Net Risk

Date added

L

Upon
commenceme
nt of the
register

TOBAM’s Gift and Entertainment requires disclosure at €0
amount and approval from €100, whether given or received.

L

Upon
commenceme
nt of the
register

H

- Conflict of Interest Policy and MaxDiv Index Series
Management Procedure.
- Both stipulate that the PM(s) involved with the
rebalancing of the index will be restricted from trading the
other portfolios from the point of the running of the
optimisation to the instruction of the index rebalance.
- Chinese wall between indices and direct management in
PILOT.
- Portfolio optimisation is performed on 1st Friday of the
month, the index is rebalanced on 3rd Friday of the month
(the latter on a quarterly basis). Advisory depends of the
timing agreed in advance with the client.
- Index Governance Committee.
- Same strategies are rebalanced at the same time and orders
are grouped.

L

Upon
commenceme
nt of the
register

H

Soft dollars are forbidden in equity portfolios.
Soft dollars are paid in the credit portfolios but it is
impossible to quantify them. They are priced in the spread: it
is then allocated fairly to all clients.

L

Upon
commenceme
nt of the
register

Source: TOBAM

Legend to explicit levels of risk:
H = High Risk
M = Medium Risk
L = Low Risk

This register identifies the risk and proposes a mitigation process, this illustrating how a case of actual
or potential conflict of interest is documented and would be resolved.

Principle 4: Signatories identify and respond to market-wide and
systemic risks to promote a well-functioning financial system


Sustainability related risks

TOBAM is committed to ensuring that it makes investment decisions responsibly and sustainably in line
with the long-term investment horizons of its clients.
TOBAM SRI Policy in aligned with the international conventions, recommendations, declarations and
guidelines as formalized in the various standards international laws and principles.
Over the years TOBAM has taken steps to consider, monitor, integrate ESG into its investment process
and strengthen several of its guidelines and engagement towards sustainability risks and opportunities.
As a quantitative manager, TOBAM does not conduct research on the investee firm it invests in nor
carries out visits to companies, however our SRI process aims at identifying ESG risks and opportunities.
Principal adverse sustainability impacts are considered by TOBAM to be risks related to climate change,
resources scarcity, and reputational and legal risks related to breaches of international laws, standards
in with respect to Environmental, Social or Governance challenges.
Echoing its team-based approach to investment management, TOBAM has a Sustainability Committee
which includes membership drawn from Portfolio Management, Business Development and the
Executive Committee. Additionally, the committee draws on the expertise of Head of Compliance who
serves as an advisory member.
ESG integration as well as ESG risk monitoring is overseen by the Sustainability Committee while being
supported in this work by research and portfolio managers. TOBAM’s Deputy CIO notably is strongly
involved in this process.
Sponsored by TOBAM’s CIO and Founder, Yves Choueifaty, the role of the Sustainability Committee is
to challenge and monitor TOBAM’s high level of commitment over time to SRI and CSR challenges and
determine priorities in addressing adverse sustainability impacts.
TOBAM addresses adverse sustainability impacts and risks within its investment by :

Excluding all companies and issuers from TOBAM’s investment universe, that have breached
international norms and laws or controversial ESG practices and are consequently exposed to material
impacts (reputational, legal, …).

Monitoring and Quantifying the Carbon Emissions of all the companies in our investment
universe in order to apply a systematic reduction of the carbon footprint of our strategies of at least
20% compared to their respective benchmark ‘s carbon footprint.

Monitoring and quantifying some selected E, S, and G quantitative measures for each
holding in our portfolios in regard to Environmental, Social and Governance sustainability impacts.

Engaging with targeted investee companies, in order to monitor our ESG risks and influence
best practices. Over the years TOBAM has significantly expanded its engagement practices and
activities, on environment, social and governance sustainability impacts. TOBAM seeks a constructive
dialogue and engagement with the companies it invests in, about relevant ESG risks and adverse
sustainability impacts in accordance with its SRI Policy. As described in TOBAM’s engagement policy,
priorities, objectives and means of the engagement are determined at the quarterly Sustainability
Committees.
TOBAM publishes on its website its Adverse sustainability impacts statement:
https://www.tobam.fr/wp-content/uploads/2021/03/adverse-sustainability-impacts-statement.pdf



Market systemic risks

TOBAM invested and patented the Diversification Ratio® (DR) which measures to what extent a portfolio
is diversified. The DR² (square of the diversification ratio) measures the number of effective degrees of
freedom to which a portfolio is exposed. As the table shows, the “broad market” indices leave
diversification on the table. In addition to a snapshot of each market’s DR2, the table shows the DR2 of a
well-diversified portfolio, and the fraction of available diversification used by the index.

The DR can complement traditional systemic market risk indicators. Below are two examples that
TOBAM produces and communicates to clients and those subscribed to some of our publications:
Example 1) Evolution of the DR2 for the MSCI ACWI, (12/31/2002-9/30/2021)

Source: TOBAM, Bloomberg

Example 1) Diversification Ratios by investment universe: comparing MSCI indices vs AntiBenchmark strategies:

9.56

Diversification
captured by the
benchmark
33.4 %

Anti-Benchmark®
Diversification
Coverage Ratio
2.99 x

8.54

33.6 %

2.98 x

6.76

37.3 %

2.68 x

2.47

6.24

39.5 %

2.53 x

2.91

6.16

47.2 %

2.12 x

MSCI Pacific Ex-Japan

2.67

5.46

48.8 %

2.05 x

MSCI Canada

2.68

5.28

50.7 %

1.97 x

MSCI Emerging Markets

4.14

7.77

53.3 %

1.88 x

MSCI UK Equity

2.63

4.03

65.2 %

1.53 x

BofA Merrill Lynch Global Corporate
IndexMerrill Lynch Global High Yield
BofA

2.55

3.86

65.9 %

1.52 x

3.51

4.57

77.0 %

1.30 x

DR²
Benchmark

DR²
Anti-Benchmark®

MSCI All Countries World

3.19

MSCI World

2.87

MSCI US Equity

2.53

MSCI EMU
MSCI Japan

Universe

Source: TOBAM, figures as of September 30, 2021



Risk Management

TOBAM’s Maximum Diversification approach can be described as applying an agnostic strategy
resulting in an equilibrium portfolio which aims to minimize idiosyncratic risk and maximize its exposure
to independent risk factors in order to collect the full risk premium of an asset class. This translates into
an approach which is designed to have empirically lower exposure to equity and bond market shocks as
illustrated by the performance and drawdown protection of our flagship strategies when compared to
market cap indices over the long term.
Through TOBAM’s exclusion practices, we aim to identify and avoid certain controversies to which
portfolios may be exposed, thus limiting exposure to events to which investors could reduce exposure

and lead to lower asset values. In addition, TOBAM may decide to use Ad-hoc engagement to identify
the seriousness of controversy and could decide to divest as a consequence.
Market risk exposure levels are measured:
On a daily basis: Exposure ranges by asset type, volatility & liquidity
monthly review of duration, max weights in individual securities, Value at risk and Stress testing
by gauging the impact of various scenarios, such as 2008 Lehman default, European debt crisis,
oil shock etc…
The risk assessment methodology used by TOBAM is the “commitment method” and is based on
leverage calculation. Except for portfolios that are exposed to Fixed Income (see further below) and
specific funds with an embedded protection (using Equity options), UCITS funds managed by TOBAM
do not invest in complex derivative instruments, so the exposure method adequately captures market
risks. TOBAM is thus authorised to use this method, in compliance with ESMA guidelines (European
Securities Markets Authority). TOBAM measures the fund’s market risk: leverage is limited at 2, meaning
the fund cannot expose more than twice its assets to market risk.

Reporting on Principle 4:
The Alliances that TOBAM has joined related to ESG/ Sustainability initiatives includes:
 Principles for Responsible Investment: Signatory of the since 2010
 UN Global Compact Signatory of the since 2010
 Carbon Disclosure Project: Signatory of the since 2011
TOBAM is also a signatory to the following global collaborative initiative addressing global climate
risks:



2021 Global Investor Statement to Governments on the Climate Crisis
CDP Water and Carbon engagement campaign

Principle 5: Signatories review their policies, assure their processes
and assess the effectiveness of their activities
TOBAM maintains a manual for tracking the creation of and updates made to procedures. There are
over 80 procedures for functions performed for Office management, portfolio management risk
management, Client service, Compliance, Finance, IT, Legal, Marketing, Supervision middle office and
Human resources. This tool as allows for periodic monitoring and updating of procedures which is
formally reviewed annually.



Executive committee reviews

Executive committee members are significantly involved in all stewardship’s activities.
TOBAM’s Deputy CEO, and Head of Business development is an active member of the sustainability
committee and oversees all topics related to SRI integration and CSR policies. Engagement initiatives
and any stewardship projects or challenges are discussed during these committees.
TOBAM’s deputy CIO, is actively involved in the ESG task force and she is the team leader of all
research activities.
Engagement and stewardship activities are also discussed during monthly executive committees.
Furthermore all engagement activities are input into TOBAM’s proprietary portfolio management
system, transparent for al PM teams at TOBAM to see.



External expertise

TOBAM is supported by an external expert on SRI issues and CSR challenges. This consultant works with
TOBAM on a daily basis to help build, develop, check and challenge current SRI and CSR policies. This
external consultant is part of TOBAM’s sustainability committee and as such is an active participant and
external eyes to all stewardship activities.
As part of the Principles of Responsible Investment (PRI) annual reporting, TOBAM’s external consultant
is providing an assurance report, demonstrating that what is reported in the PRI is aligned with what is
actually done within the company.
This report is available on request.

Furthermore since TOBAM is sourcing its engagement and stewardship initiatives from different
providers on top of its own priorities, we consider that these partners are providing external reviews of
our stewardship activities.
For example, on some specific engagement projects, we might decide on a name following up a
recommendation from one of our NGO, which will then be investigated by our information and research
provider ISS while also having TOBAM’s sustainability team working on it. The exchanges of views
contribute to a good balance in the information sourcing.

Reporting on Principle 5:
The compliance team performs periodic controls quarterly and annually on over 85 procedures which
are documented, monitored and updated regularly.



Monitoring & updating of procedures

Several levels of oversight and monitoring are applied to ensure that the quality of the data meets our
TOBAM’s standards:

An example below is presented, for illustrative purposes, regarding the monitoring and oversight of
TOBAM’s service provider perform each quarter by compliance team and report to management team:
Identification code
QR15

Name of control
Proxy voting

Objective
Proxy voting

Procedure performed
Check the quarterly reporting
on proxy voting done by
Supervision Middle Office

Findings Q3 2021
773 votes in total, 13 securities
where Tobam has no vote, 0
are missing. No anomaly on
risk analyses proxy voting
report.

Source: TOBAM



Auditing Sustainability considerations

Regarding Sustainability, TOBAM receives, reviews and take into consideration the inputs provided in
the PRI Assurance Report March 2021.pdf . This is an annual review from a qualified external provider.
There were 4 recommendations that were communicated the Executive Committee for consideration:





Leverage TOBAM research to further ESG integration, notably in the S&G footprint
Climate Risks Monitoring to integrate into Risk Team and ensure a proper risk identification
process
Climate risks and opportunities assessment: establish a working group to determine legitimacy
to build scenario analysis
Commitment to climate change & target: determine if relevant for TOBAM to commit to a target
(carbon neutral by 2025 for example)

Principle 6: Signatories take account of client and beneficiary
needs, and communicate the activities and outcomes of their
stewardship and investment to them.
The breakdown by client geography and type is presented below, as of March 30, 2021:

The breakdown of AUM by asset classes and investment geography are below:
Breakdown by asset class:

Breakdown by investment geography:

Breakdown by institutional vs retail

Each quarter TOBAM communicates these figures as well as the breakdown of the shareholder
structure in our general marketing and client communications presentations.
We also share portfolio metrics and original research and thought leadership via:

Quarterly performance commentaries

Webinars

White papers
Periodic reviews with clients, discussion on performance and how their investments contribute to their
desired outcomes are held on a regular basis, either by phone, video call or in person meetings.



Investment time horizon

TOBAM’s Maximum Diversification® approach aims to deliver an efficient beta to investors, most of
whom have a long-term investment horizon. Our clients typically remain invested for many years: most
have long term (5+) year horizons which is considered important to more fully benefit from the risk/
return characteristics of this strategy compared to market cap weighted benchmarks and peers over a
full market cycle.



Collaborative engagement initiatives with clients

Following on discussions and brainstorming with long-term partners or investors, TOBAM has set up an
initiative to open a dialogue with a few companies per year based on identified allegations identified by
ISS norm-based research in relation to a failure to prevent or address social or governance
controversies in line with established standards. These discussions are led by TOBAM but in partnership
with large institutional clients, allowing other clients to benefit from the leverage effect these large,
visible institutions have on influencing corporate management teams to potentially change business
practices and face and reform the activities that led to ISS challenging them.
Most clients are indeed very long term minded and have stayed with us for 5+ years. TOBAM has a few
institutional investors which have been invested for more than a decade.
Full transparency on our investments in their behalf leads to verify honest discussion if from time-to-time
controversies or issues are raised regarding one or more of our investee companies. Some
engagement and dialogues have been initiated by request from clients on some names.

Reporting on Principle 6:
To illustrate what and how we communicate to clients on topics related to Stewardship, we provide:


An annual Sustainability report that describes in full details all SRI and CSR policies with
numerous illustrations



Carbon reduction criteria in our monthly factsheets
Please refer to Reporting on Principle 1 and the 2 reporting examples previously presented.



Full disclosure on our website of all SRI and CSR practices, policies, reports: Sustainability way

Principle 7: Signatories systematically integrate stewardship and
investment, including material environmental, social and
governance issues, and climate change, to fulfil their
responsibilities.
For many years, TOBAM has progressively developed and introduced enhancements to our how we
integrate ESG into our investment process across our range of strategies.
TOBAM integrate and include ESG issues by:


Applying an Exclusion policy – across 100% of the firms’ AUM - banning all issuers considered
non-compliant with sustainability requirements and therefore exposed to specific risks (future
regulatory penalties, reputational damages, etc.), which could have a negative impact on the
funds.



Implementing a systematic carbon footprint reduction of at least 20% versus the reference
benchmark’s carbon footprint: applied across TOBAM’s equity, fixed income and multi-asset
portfolios and mandates.



Continuous monitoring of portfolio holdings – across total firm AUM – across Environmental,
Social and Governance dimensions to build an ESG footprint



Acting as a responsible shareholder by employing and properly documenting the exercise of its
voting rights covering the majority of securities held in the portfolios, as well as acting in
accordance with TOBAM’s own Proprietary Voting Principles on a number of key corporate
governance items.

Engaging with companies: recognizing the value of different forms of engagement,
TOBAM participates in direct engagement as well as collaborative engagements with other
partners or investors.
REMINDER FROM PRINCIPLE 1:



Voting Principles
TOBAM’s Voting Policy

While the overall exercise of voting rights is based on ISS’s “SRI International Proxy Voting guidelines”,
we have gone one step further by defining our own voting principles on certain key corporate
governance issues.
Our role as a shareholder is therefore to make sure the appropriate governance systems are in place in
the companies we invest in, rather than judging management decisions per se.
Thus, we have decided to closely monitor the appointment process for Board members, and to
supplement ISS voting policy with some proprietary voting guidelines, with a particular emphasis
on boards’ diversity and independence.
Additionally, as we consider sustainability as a risk management and performance factor over the long
run, we believe that it is our role as a shareholder to exercise our voting rights on behalf of our clients to
improve the sustainable development of the firm in which we invest. Our proprietary voting principles
therefore support shareholder proposals asking for more transparency on sustainability issues
(ESG board committee, Improvement of Human Rights Standards or Policies, etc.)
 In a fully transparent way: the voting policy and voting report (details on how we voted) are
publicly disclosed on our website.

 Engagement & Dialogue
Recognizing the value of different forms of engagement, TOBAM carries out direct engagement as well
as collaborative engagements with other partners or investors. TOBAM acts individually or collectively
based on information gathered by its partner ISS or issued by other stakeholders such as investors or
human rights NGO’s. All engagement initiatives are discussed and decided during the Sustainability
Committee.
 Engagement with companies excluded by Norges Bank
Being excluded by Norges Bank can have significant consequences for listed companies - first on their
reputation, and second, on their general ability to access financial markets.
Norway’s Government Pension Fund Global is Europe’s largest pension fund in terms of assets under
management1 and is also one of the largest equity holders in the world.
As a pioneer in Sustainable and Responsible Investment, their recommendations are followed by
numerous asset owners and managers, hence further increasing the impact of their exclusions.
In 2017, TOBAM decided to start actively communicating with companies that have been placed on the
Norges Bank’s exclusion list and resultantly excluded from our investment universe.
We believe that leveraging on Norges Bank exclusions and spreading their impact will contribute to
further developing best practices and encouraging the adoption of sound ESG policies by a wider
range of companies worldwide.

To view Norges Bank’s exclusion list please visit: https://www.nbim.no/en/responsibility/exclusion-ofcompanies


Leveraged engagement on holdings

Following on discussions and brainstorming with long-term partners/ investors, TOBAM has set up an
initiative to open a dialogue with two to three companies per year based on identified allegations
(issued by ISS norm-based research) of failure to prevent or address social or governance controversies
in line with established standards.
These discussions will be led by TOBAM but in partnership with large institutional clients in order for
TOBAM to benefit from its clients base and amplify its actions by leveraging from these large asset
owners' influence.
 Ad-hoc engagement on holdings
TOBAM might decide to start an engagement action following any serious allegations of ESG-related
shortcomings identified by investors or partners NGO’s. TOBAM has been supporting human rights
NGOs and these groups might identify specific issues with companies held by TOBAM.
The engagement process has a long-time horizon and if we are not satisfied with the responses and
actions of certain companies, this might ultimately lead to an exclusion from our investment universe.
All initiatives and decisions are discussed and debated during the Sustainability Committee.

o

Engagement on fixed income holdings

TOBAM’s SRI policy is applicable to equity, fixed income and multi assets strategies without
differentiation.
In regards to engagement, since TOBAM’s credit strategies apply the Maximum Diversification®
approach to a universe of listed issuers only, the engagement policy as defined above applies to the
fixed income portfolios as well as to the equity portfolios.
As described above, TOBAM conducts engagement initiatives of different forms: Direct and
Collaborative with risk management as the main driver of the engagement actions.
As such TOBAM’s engagement policy and philosophy fits for both our investment at the equity and
fixed income levels.



Role of service providers

TOBAM uses ISS voting services to ensure the full application of its voting principles and good
execution of the votes.
Voting policy is reviewed once a year by TOBAM’s sustainability committee and ISS team, to ensure to
consistency, accuracy, and modernity of the various rules.
Further TOBAM’s middle office team and compliance team review on yearly basis the accurate
application of the voting principles, by both randomly checking votes, as well as verifying AGM votes
statistics. ISS provides an online and live reporting of all voting activities.



How stewardship helps gather information in client’s interests

TOBAM has a quantitative investment process, so information gathered from stewardship activity is not
expected to have a role on portfolio management activity.
However, since engagement is a large part of the stewardship activity, information gathered via AGM or
resolutions can lead to discussions on engagement initiatives.
In addition, engagement campaigns are initiated to benefit portfolios performance and long term
benefits for clients and investors. For example, in 2019, TOBAM started to join the Carbon Disclosure
Project (CDP) campaign to issuers. This campaign is a collaborative engagement led by CDP asking
asset managers to identify a few companies per year that they can reach to campaign in favor of these
issuers, disclosing their carbon emissions via CDP. During this year campaign, we participated to 907
engagements (5 of them were led by TOBAM) and 233 ended up disclosing their carbon emissions.

Principle 8: Signatories monitor and hold to account managers
and/or service providers.
TOBAM works with various service providers and reviews their services twice a year, including quarterly
reviews of brokerage services and proxy voting services, for example. The firm monitors specific KPIs
and aims to hold those service providers accountable if certain standards or objectives are not met.
The Compliance team reports on the controlling and accessing service providers; two examples are
provided below; ISS, which provides ESG proxy voting service, and Caceis, our provider of middle and
back office services in both France and Luxembourg. This is done both for ensuring we are in
compliance with article 318-58 to 318-61 from the AMF General Regulations) as well as quality
assurance and risk management.
TOBAM’s procedure for this process includes:
1. Define and implement criteria to measure service provider performance.
2. Adapt the company’s internal control plan by including controls in the Compliance Officer
Control Plan as well as company-wide operational risk controls.
3. Define and update emergency procedures with service providers and include these procedures
in TOBAM’s Business Continuity Plan.

Reporting on Principle 8:
ISS: During an annual voting policy review, ISS responded to TOBAM’s request to take great
consideration of Gender Diversity into account, proposed to increase the threshold for gender diversity
level in company boards of at least 30% in developed countries (excluding Japan) and 15% emerging
markets and Japan. In this case, the monitoring process led also to a demand to increase a threshold
and ISS was able to make the adjustment and carry the instruction out. In addition, there is monitoring
of data quality on voting reports.
The Risk Management team explicitly endeavours to avoid missing a vote. A member of the Risk
Management team checks every week if something needs to be done concerning proxy voting.
On a quarterly basis, the Risk Management team analyses proxy voting reports sent by ISS to identify
votes that were not instructed or voted and determine the reason why they were not instructed or voted
and sends aggregated reports to Compliance on a quarterly basis. The output is included in the Annual
Voting report.

Principle 9: Signatories engage with issuers to maintain or
enhance the value of assets.
As explained in principle 1, TOBAM has in mind, as a core investment belief, the importance of
investment horizon to responsible investments:
In alignment with the long-term views of our investors, every initiative we take at TOBAM is looked at
with a long-term view. Short-term gains may seem attractive but what matters is longevity (in terms of
resource efficiency, responsible use of resources, human and financial capital etc.) TOBAM focuses on
the long term, a notion that is at the heart of our investment philosophy and applies to TOBAM
both at the corporate and investment level. Incorporating ESG criteria within our investment process is
not intended to provide additional performance, but rather is instrumental in managing the risks and
aligns well within the larger context of long-term investment.
In this context, engagement initiatives are built to align our investment objectives with engagement
principles.

TOBAM’s investment philosophy is about providing at all times the most diversified portfolio. This
means that at all times our investment solutions provide investors with a long term positioned portfolios
able to face market changes and continue to deliver a pure diversified investment. This can be made by
the combination of several stocks, but our engagement initiative reflects on this philosophy.
When we start an engagement with a company, even though during the length of the engagement, our
shareholder or creditor status might evolve, we keep the engagement, based on the fact that the
investee company is part of our universe and could at any time be selected as a contributor to the most
diversified portfolio construction.
TOBAM engages with investment companies through:
1. Direct Engagement
2. Leveraged Engagement with ISS
3. Ad-hoc engagement
4. Participative engagement
1. Direct Engagement
Engagement with companies excluded by Norges Bank
Being excluded by Norges Bank can have significant consequences for listed companies - first on their
reputation, and second, on their general ability to access financial markets.
Norway’s Government Pension Fund Global is Europe’s largest pension fund in terms of assets under
management1 and is also one of the largest equity holders in the world.
As a pioneer in Sustainable and Responsible Investment, their recommendations are followed by
numerous asset owners and managers, hence further increasing the impact of their exclusions.
In 2017, TOBAM decided to start actively communicating with companies that have been placed on the
Norges Bank’s exclusion list and resultantly excluded from our investment universe.
We believe that leveraging on Norges Bank exclusions and spreading their impact will contribute to
further developing best practices and encouraging the adoption of sound ESG policies by a wider
range of companies worldwide.
To view Norges Bank’s exclusion list please visit: https://www.nbim.no/en/the-fund/responsibleinvestment/exclusion-of-companies/
2. Leveraged engagement on holdings
Following on discussions and brainstorming with long-term partners/ investors, TOBAM has set up an
initiative to open a dialogue with two to three companies per year based on identified allegations
(issued by ISS norm-based research) of failure to prevent or address social or governance controversies
in line with established standards.
These discussions will be led by TOBAM but in partnership with large institutional clients in order for
TOBAM to benefit from its clients’ base and amplify its actions by leveraging from these large asset
owners' influence.
3. Ad-hoc engagement on holdings
TOBAM might decide to start an engagement action following any serious allegations of ESG-related
shortcomings identified by investors or partners NGO’s. TOBAM has been supporting human rights
NGO’s and these groups might identify specific issues with companies held by TOBAM.
The engagement process has a long-time horizon and if we are not satisfied with the responses and
actions of certain companies, this might ultimately lead to an exclusion from our investment universe.
4. Participative engagement
In our efforts to promote best practices and to be a participative player and promoter of ESG
integration and disclosures, we participate in collective engagement when appropriate.
TOBAM is a signatory to a number of collaborative initiatives and take an active role on those which are
most relevant to us:

-The United Nations Principles for Responsible Investment (PRI) since 2011
-The United Nations Global Compact (since 2011)
-The Carbon Disclosure Project
-The Global Statement on investor obligations
-The Sustainable Stock Exchanges Investor Working Group
-The Global Investor Statement to Governments on Climate Change
-Investor Statement on deforestation and forest fires in the Amazon
Engagement on fixed income holdings
TOBAM’s SRI policy is applicable to equity, fixed income and multi assets strategies without
differentiation.
In regards to engagement, since TOBAM’s credit strategies apply the Maximum Diversification®
approach to a universe of listed issuers only, the engagement policy as defined above applies to the
fixed income portfolios as well as to the equity portfolios.
As described above, TOBAM conducts engagement initiatives of different forms: Direct and
Collaborative with risk management as the main driver of the engagement actions.
As such TOBAM’s engagement policy and philosophy fits for both our investment at the equity and
fixed income levels.

Reporting on Principle 9:
Examples of Ad-hoc engagement
Failed escalation process:

US Mining Company
TOBAM-led Engagement (completed in 2020)
TOBAM has established a partnership with NGO’s dedicated to Human Rights for over 8 years now, and
one of these NGO highlighted to us that one of our holding, a US mining company was under some
severe controversies. Although none of this was highlighted by our external controversies' provider, we
decided to investigate further with the US company. TOBAM’s focus in this dialogue was to ensure that
the lack of humanity shown in the initial step of the controversy and the way the situation went rogue
and wasn’t kept under control, would not happen again or at least that there was processes to ensure to
minimize the risks of such negative spill-over.
Ongoing Carbon Disclosure Project (CDP) Bond issuers Engagement Campaign
Since 2019, TOBAM joined the Carbon Disclosure Project (CDP) which is a collaborative engagement
asking equity issuers to disclose their carbon emissions.
Starting in 2020, TOBAM began to advocate and push to companies to improve disclosure from
companies whose corporate debt was held in portfolios. We have therefore engage credit issuers and
challenge them to provide the same level of disclosure as in done for equity issuers. This is notably in

line with TOBAM’s carbon reduction process which implies that companies are reporting their carbon
emissions. The campaign is still ongoing but has already demonstrated its efficacity to first raise
awareness on the CDP initiative, but also to open a discussion on the relevance of such an initiative.

Ongoing Labor-forced and Uygurs forced labor engagement initiative
As mentioned above, TOBAM has made human rights advocacy one of its core values. Thus, TOBAM
decided to conduct an engagement campaign on companies reported in the ASPI’s report ('Uyghurs
for Sale' report). Those companies are reported as using suppliers involved the mass transfer of Uyghur
and under conditions that strongly suggest forced labour.
TOBAM has started a dialogue in Q2 2021 with these companies in order to find out what they have
implemented in order to prevent forced labour. As the discussion are currently ongoing, there is no
outcome yet to report.
All of these activities are monitored in TOBAM’s engagement monitoring module; a screen shot is
presented at the end of Principle 2.

Principle 10: Signatories, where necessary, participate in
collaborative engagement to influence issuers
TOBAM defines collaborative engagement as using its shareholder position on behalf of client
shareholders to influence company management decision making and further the integration of ESG
principles and strong corporate governance in the companies in which it invests.
TOBAM incorporates corporate engagement activities to the fullest extent possible given the scope of
its investment process, specifically via two main levers:
- screening its investment universes to include only stocks of companies deemed socially
responsible
- exercising SRI International Proxy Voting rights through ISS (Institutional Shareholder Services
Inc)

Collaborative Engagement
Pooled Engagement in collaboration with ISS
ISS ESG is an advisor to institutional investors in the area of responsible investment, expert in ESG
analysis. In 2019, TOBAM joined their pooled engagement initiative to jointly engage with companies
regarding their ESG risk and performance.
Approximately 100 listed companies are identified annually under norm-based research as failing to
prevent or address social and environment controversies in line with established standards for
responsible business conduct.
Through this initiative, TOBAM has the ability to voice its concerns with companies that fail to respect
established norms (Red flagged companies – already on TOBAM’s exclusion list) and companies that
face credible allegations (Amber flagged) as identified by ISS ESG’s team of analysts.
We believe that by joining a collective engagement alongside some of the largest and most renowned
asset owners and managers, we amplify a global movement and increase our impact.

TOBAM is also involved in a collaborative engagement developed with partners such as the ISS.

It is particularly interesting to work with them as they ensure a high level of information and their
engagement has a much higher leverage effect through all participants. They have the resources to
follow up and engage companies on many different issues. For example, TOBAM has chosen to engage
with Fiat Chrysler Automobiles NV since the third quarter of 2019. Since then, ISS has conducted 3
engagement campaigns: two addressing environmental issues and one corruption issue.
Here are the outcomes, provided by ISS, of these three engagements:


Q3 2019: Alleged failure to prevent air pollution in the United States

Through its detailed disclosure of information, Fiat Chrysler Automobiles NV (Fiat) demonstrated its
openness to dialogue. Engagement with Fiat has been suspended pending the developments that may
demonstrate the efficacy of the strategies and measures that it has adopted.


Q2 2020: Alleged failure to prevent accounting fraud in the United States

ISS ESG has closed this engagement as the underlying controversy has been upgraded from Amber,
Score 8 (Alleged failure) to Green, Score 5(Under observation). This change occurred because of
governance, auditing, and structural reforms implemented by Fiat Chrysler Automobiles NV (FCA) to
improve accountability and transparency. Given the now Green status of this controversy, there is no
need for further engagement at this time.


Q4 2020: Alleged opposition to climate change mitigation in the United States

ISS ESG has closed this engagement because a U.S. federal court of appeals’ filing confirmed that an
association representing automakers, of which Fiat Chrysler Automobiles NV is a member, has
withdrawn from legal proceedings that support a rollback of U.S. fuel-efficiency standards aimed at
mitigating climate change. Considering that the industry group has withdrawn from the proceedings,
ISS ESG deems the company to no longer be involved in the controversy.

Reporting on Principle 10:
Starting in 2020, related to the Carbon Disclosure Project (CDP), TOBAM began to advocate and push
to companies to improve disclosure from companies whose corporate debt was held in portfolios. We
will therefore engage credit issuers and challenge them to provide the same level of disclosure as in
done for equity issuers. Please refer to reporting to Principle 9 for further details.


TOBAM Engagement metrics – 2019*

Principle 11: Signatories, where necessary, escalate stewardship
activities to influence issuers.
Escalation Policy
TOBAM established an escalation policy for each engagement initiative following the below principles:
-Dialogue is initiated with letter to Investor Relationship Team or equivalent
-If unresponsive, TOBAM escalates the questions to the CEO of the company
-If unresponsive, the next step is the Board if relevant.
If replies and explanations to the questions are perceived as unclear or requires more details TOBAM
sets up a call/video conference with the relevant team at the investee company level.
If all actions are unsatisfactory, or the company remains irresponsive, that will trigger a discussion at the
Sustainability Committee level about potential exclusion from investment universe. The exclusion
decision will be used as a last resort, and in very exceptional cases.

Reporting on Principle 11:
Please refer to examples given via Ad -hoc engagement (Principle 8) as below:
Chinese IT Company
TOBAM-led Engagement

TOBAM, in partnership and supported by some large institutional clients, started an engagement action
in 2019 with a Chinese IT company, allegedly involved in some severe human rights breaches.
Allegations were documented by media articles, US universities, Human Rights NGOs.
We addressed letters to various levels of top management as part of TOBAM’s escalation process but
unfortunately none of our attempt to open a dialogue with the company were answered or addressed.
It has been decided to exclude the company from TOBAM’s eligible investment universe. The lack of
consideration for the shareholders and their concerns is unprecedented and demonstrates a lack of
adhesion to the rules of being a publicly listed company and recurring to international shareholders
capital while adhering to the international standards of best practices (norm-based & international
standards, ESG considerations as well as considerations of shareholders concerns.)

Principle 12: Signatories actively exercise their rights and
responsibilities


Voting Scope

TOBAM votes for all open-ended funds managed by TOBAM. For mandates and closed-ended funds it
will do so on specific request from the client.
TOBAM has not implemented a minimum shareholding or geographical restriction to exercise its voting
rights.
Share Blocking Requirements
Some issuers require that shareholders who wish to vote must deposit their shares beforehand. The
shares remain inaccessible for lengths of time that vary widely depending on the country, issuer,
custodian and sub-custodian. TOBAM does not vote at meetings implying share blocking requirements.

Securities Lending Programme
TOBAM do not recall lent shares for voting purposes. Of note, TOBAM has requested service providers
to keep at least one stock (which will not be lent) to be able to vote at meetings.



Exercising Voting Rights
a. Automatic votes

The vote has been outsourced to ISS since 1st January 2012, under the supervision of the Risk
Management team of TOBAM using ”SRI International Proxy Voting Guidelines”.
For each meeting and resolution, ISS suggests a voting decision and automatically votes on behalf of
TOBAM.
Voting records are closely monitored via the ISS website and using an internal procedure.
TOBAM records all voting decisions internally in its proprietary portfolio management system (“PILOT”).
Votes are published annually on the annual voting report, and on the website. Further details are also
available on request.
b. Manual votes
In certain circumstances, such as French General Meetings in French funds, automatic votes are not
technically possible. As a consequence, TOBAM votes manually, following ISS voting guidelines.
Votes manually instructed are recorded and filed by the Risk management department.
For mandates or dedicated funds, clients may request specific voting instructions. Voting requests and
instructions are also recorded and filed by the Risk Management department.
c. Exceptions – TOBAM Convictions
TOBAM, in addition to the ISS voting policy, implements some voting guidelines on specific topics that
might differ from ISS SRI Guidelines.
TOBAM’s quantitative process does not incorporate analysis of the fundamentals of a holding or on the
management.
We do not intend to intervene on the day to day activities of the CEO or boards of the firms and trust ISS
voting policy on these entirely as it is aligned with our beliefs.
We are relying on the management and boards of the companies we invest in to act in the shareholders
and client’s best interests.
However, as we consider sustainability to be in the best interest of our clients, we still believe that it is
our role as a shareholder to exercise our voting rights on behalf of our clients to improve the
sustainable development of the firm in which we invest and also on the broader level of our society.
In that context we believe that a diverse and independent composition of the board brings a range of
longer term benefits including a real balance and more efficient countervailing power.
The composition of corporate boards is key and is driven by the belief that independent directors and
board diversity broaden skills and enhance governance capabilities.
As a consequence, and in the exclusive interest of its clients, TOBAM has decided to further enhance its
requirement by incorporating stricter requirements with regards to board diversity and independence
in order to promote a long-term approach to development.

TOBAM’s position of supporting the broadening and deepening of the director pool is applied to all
countries regardless of local partiality, and this has been decided upon in an effort to avoid possible
segregation and enhance the governance structure.
Please refer to the table below detailing TOBAM’s specific voting instructions:
Voting Issue

Voting Instruction

Company Boards —
Bundling of Elections

TOBAM will vote AGAINST bundled director elections in all markets except
Italy, where director elections take place through the voto di lista mechanism
(slate system).

Company Boards —
Voto di Lista (Italy)

TOBAM will vote in line with the SRI recommendation for both election of
directors and statutory auditors taking place through the voto di lista
mechanism.
In cases where the voto di lista does not apply (because only a fraction of the
board is up for approval), the normal TOBAM guidelines pertaining to
director elections will apply.

Company Boards —
Board Independence

TOBAM will require a minimum level of independence of 50% for the board
or supervisory board at all companies in all countries. When calculating the
board independence level, all directors will be included in the count
(including employee representatives).
If the level of board independence falls below this threshold, TOBAM will
vote AGAINST the election of all the non-independent directors (except the
CEO).

Company Boards —
Government
Representative

TOBAM will use the SRI director independence classification.
TOBAM will vote AGAINST the election of a director that has been classified
by ISS as ‘Government Representative’.

Company Boards—
Director Terms

TOBAM will vote AGAINST the election of directors (except the CEO),
including bundled elections, if the proposed length of term exceeds 4 years.

Company Boards—
Combined
CEO/Chairman

TOBAM will vote FOR the election and re-election of a combined Chair/CEO
in all markets.
TOBAM will vote FOR shareholder proposals to split the roles of Chairman
and CEO and FOR shareholder proposals requiring an independent board
Chairman.

Company Boards—
Election of Former
CEO as Chairman of
the Board

TOBAM will not vote AGAINST the election or re-election of a former CEO as
Chairman of the board or supervisory board only for this reason (however,
TOBAM would vote AGAINST, should the director fail to meet other TOBAM
criteria)

Company Boards—
Gender Diversity

TOBAM requires a gender diversity level of at least 30% in developed
countries (excluding Japan) and 15% in emerging markets and Japan.
If the level of gender diversity on the board is below this threshold, TOBAM
will vote AGAINST:
The re-election of the Chairman of the Nomination Committee (except
the CEO), and
The election of any new majority gender candidate (except the CEO).

Social/Environmental
Shareholder
Proposals

TOBAM will vote FOR shareholder proposals asking for more transparency
and additional information and additional reporting on the following issues:
• Board Diversity
• ESG Board Committee
• Improvement of Human Rights Standards or Policies
• Internet Censorship
If the shareholder proposal is a ‘Call for Action’ proposal TOBAM will vote in
line with ISS SRI Policy (on a case-by-case basis). ISS typically identifies “call
to action proposals” as proposals where shareholders are calling for the
board to do something more than merely reporting. Some examples would
include proposals requesting the adoption of specific GHG goals, requiring
director nominees to have certain environmental qualifications, establishing
a new E&S committee, or requiring the adoption of specific diversity
requirements.

Items not addressed
in this policy
document



TOBAM will follow the ISS SRI policy recommendation.

Controls

The Risk Management department explicitly endeavours to avoid missing a vote. The Risk Management
department has set up weekly checks that are filed and stored in TOBAM’s network.
On a monthly basis, The Risk Management Department analyses proxy voting reports sent by ISS to
identify votes that were not instructed or voted and determine the underlying reasons.
For traceability purposes, controls are stored on TOBAM’s network.
The Risk department sends aggregated reports to the Compliance Department on a quarterly basis.



Conflicts of interest

TOBAM places the clients’ best interest above any other consideration and maintains an organizational
structure that helps manage conflicts of interest and has set up a conflict of interest procedure, detailing
the key measures:


Segregation of duties: reporting lines are separate to prevent or limit interest conflicts between
research and fund management.



Remuneration is designed to avoid incentives which could promote conflicts between its
employees and its clients, to a reasonably possible extent.



Soft dollars are not permissible.



Where TOBAM funds will invest in other TOBAM funds, there will be neither
subscription/redemption fees.





Aggregation of orders will only be permitted where it is unlikely that the aggregation of orders
and transactions will be an overall disadvantage to any client and allocated fairly subject to the
company's allocation policy.

Fixed income holdings

TOBAM doesn’t seek any amendments to terms and conditions in issuance indentures or contracts.



Reporting on votes

TOBAM’s voting report is published annually on
our website:
https://www.tobam.fr/wpcontent/uploads/2021/04/tobam-votingreport-2020.pdf
And details on all votes are published on a
quarterly basis on TOBAMs website:
https://www.tobam.fr/all-voting-decisions/

See here and below examples of our annual voting
report:

Source: ISS voting results report, 2020

Source: ISS voting results report, 2020

Reporting on Principle 12:
TOBAM is pleased to provide a breakdown of the reasons for voting “against” resolutions proposed by
the management of companies held in TOBAM’s portfolios during 2020, following TOBAM’s Voting
policy as applied to the Anti-Benchmark funds range with the Luxembourg domiciled MDP SICAV:


Reasons for “against” votes in 2020

Source: ISS voting results report, 2020

Contact
Emma Love
Head of Compliance
+35 3 19 08 93 28
Emma.love@tobam.fr

William Holmberg
Executive Director
+33 1 53 23 41 71
William.Holmberg@tobam.fr

IMPORTANT INFORMATION
This document is intended for the recipient only and should not be duplicated, amended or forwarded.
Past performance is not indicative of future results. Investment in any strategy involves a risk of loss
which may partly be due to exchange rate fluctuations. This content is provided for information
purposes only and is TOBAM’s current view, which may be subject to change. This document does not
constitute an offer or a recommendation to buy, or sell securities or financial instruments, it is designed
for the use of professional investors and their advisers. It is also not intended to be a substitute for
professional financial advice, specific advice should be taken when dealing with specific situations. This
document must not be used for the purpose of an offer or solicitation in any jurisdiction or in any
circumstances in which such offer or solicitation is unlawful or otherwise not permitted.
The information and opinions herein are believed by TOBAM to be reliable although not necessarily allinclusive and are not guaranteed as to accuracy. As such, no warranty of accuracy or reliability is given
and no responsibility arising in any other way for errors and omissions is assumed by TOBAM, its
officers, employees or agents. Reliance upon information in this material is at the sole discretion of the
reader.

