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Please note that the conference call occurred on the 11th of November 2020. All market commentary and information
refers to the period before then.

Key takeaways
•
•
•

The aim of Nordea’s ESG STARS family is to beat the benchmark1, meet Nordea’s ESG standards and create
change through active ownership.
European companies tend to have a larger stakeholder focus than US and emerging market peers.
In terms of politics, Europe is the world’s environmental and decarbonisation leader. This tailwind will benefit
companies providing solutions for decarbonisation and those already displaying a green profile.

The European Stars Equity Fund, which celebrates its third birthday this month, has
delivered solid alpha for investors since launch. What do you put this down to?
Weber: We are extremely pleased with how the strategy has progressed. We certainly attribute our success so far to our
integrated approach – which combines positive ESG selection with strong bottom-up fundamental analysis. Like all of Nordea’s
ESG STARS funds, our investment team works closely with the Responsible Investment team. Our performance over these first
three years demonstrates investors do not have to sacrifice returns when focusing on sustainability – it is the opposite, in fact.

Can you talk us through how this integrated approach works?
Petersen: Of course. When undertaking a 360° look at a company, the ESG and the fundamental analysis processes are
interlinked. Typically, the starting point is looking at a company from a fundamental perspective – such as its growth rate,
profitability and standing in its marketplace. In parallel we look at ESG factors – like management incentive schemes and
remuneration packages, as well as board diversity. A company with a more sustainable competitive edge can deliver for all
stakeholders – shareholders and others.
1 There can be no warranty that an investment objective, targeted returns and results of an investment structure is achieved. The value of your
investment can go up and down, and you could lose some or all of your invested money

*investing for their own account – according to MiFID definition

European equity markets are well covered by external ESG ratings, why is there a need
for investors to conduct their own internal analysis?
Weber: This is simple – it adds value. One of the key differentiating elements of our ESG STARS range is our focus on positive
selection. This approach is designed to identify future ESG winners, rather than simply exclude ESG laggards. Look at the
investment implications of the world’s goal of limiting global temperature increases to well below 2°. For some companies we
simply have to exclude - we avoid areas like oil and coal. However, we can go one step further and look for companies offering
solutions for the future, here making positive selection. French global automotive supplier Valeo is a good example. It used to
supply parts for internal combustion engines but made the decision a number of years ago to focus its R&D budget on the
electrification of cars. It is now the leader in the space and is benefitting from the major structural changes underway in the auto
industry. When we identify such an opportunity, we work closely with the Responsible Investment team to ensure the company
is truly on the right side of change in the world.

Are there areas within ESG where Europe is still lagging?
Weber: There are – especially in relation to the ‘S’ and ‘G’. For example, there are many examples of companies with combined
CEO and chairperson roles, while we often see European companies lagging international peers in terms of gender diversity. In
addition, Europe is home to many conglomerates that have displayed poor capital allocation decisions. So, even though
European corporates may be ahead of global peers in the ‘E’ component of ESG, there is still work to be done. This is where
engagement and investment flows can make an impact in driving corporates in a more sustainable direction – while also
boosting the return potential of a company.

You just touched on the engagement efforts you undertake alongside Nordea’s
Responsible Investments team, do you have an example of this?
Petersen: German company GEA Group, one of the largest technology suppliers for food processing, is a good example. The
company had grown sustainably through acquisitions, but profitability lagged due to integration issues. ESG-related metrics
were also declining, such as in its high labour turnover, which resulted in falling employee satisfaction. Along with fund manager
Elliott, we began an engagement process with the company in 2017 and took it all the way to the board the following year. A
new management team was installed in 2019 to improve integration and get the company back on the right track. We recently
had a follow up meeting with the new management team, and we are seeing promising signs.

For investors seeking to boost their equity
allocations in Europe, why should they
choose an ESG strategy?
Petersen: There are many reasons why it makes a lot of
sense to invest with an ESG focus. We see a clear path
towards increased sustainability in broader society, which is
driven by both politicians and consumers. We believe the
winners of tomorrow will be the companies providing
solutions to the sustainability transition we are witnessing
across the world. On the flipside, it will be extremely difficult
for many ‘old economy’ companies to adapt and become
ESG positive. Investors are already taking action, with strong
flows into ESG-influenced strategies. We believe it is
dangerous to be on the wrong side of this trend.
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Luxembourg S.A. In Spain, any investment must be made through the authorised distributors and on the basis of the information contained in the
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- Succursale di Milano, Allfunds Bank S.A.U. Succursale di Milano, Société Générale Securities Services S.p.A., Banca Sella Holding S.p.A,
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access of information. Nordea 1, SICAV have not been, and will not be, registered with the Brazilian Securities Commission (Comissão de Valores
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Brazilian laws and regulations. Any public offering, placement or distribution, as defined under Brazilian laws and regulations, of securities in
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document or material issued in connection with the offer or sale is not a prospectus as defined in the SFA. This document contains information
only intended for professional qualified under section 304 and 305 of the SFA and is not intended for general publication. Information for
Investors in Hong Kong: Warning: The contents of this document have not been reviewed by any regulatory authority in Hong Kong.
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and on a private placement basis to certain qualified professional investors as defined in the FSCMA. Please note that Nordea 1, SICAV has
not been registered in Australia. Additional information for Chile: Fecha de inicio de la oferta: 11.11.2020 (i) La presente oferta se acoge
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Additional information for USA: This sub-fund is not authorized for public distribution in the United States of America. This document
and the information contained herein is for relevant investors only and shall not be distributed to retail investors. Clients of advisory
business do not qualify as qualified investors and shall not be offered this product prior to registration for public offering. Additional
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Valores (the “Securities Market Law”), and are being offered pursuant to a private placement. The interests have not been registered in the
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information with respect to the securities offered hereby. These securities cannot be offered by way of public offering as long as they are not
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regulations or any exemption there from. This material aims to provide information only and does not constitute and should not be construed as
an offer to buy or sell or solicitation of an offer to buy or sell any security or financial instrument. Source (unless otherwise stated): Nordea
Investment Funds S.A. Unless otherwise stated, all views expressed are those of Nordea Investment Funds S.A. This document may not be
reproduced or circulated without prior permission and must not be passed to private investors. This document contains information only intended
for professional investors and financial advisers and is not intended for general publication. Reference to companies or other investments
mentioned within this document should not be construed as a recommendation to the investor to buy or sell the same but is included for the
purpose of illustration.

