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Nordea 1 – Emerging Stars Equity Fund
The aim of this document is to describe some of the
activities that the Responsible Investment (RI) team has
done over the last quarter for this specific fund. This
tool, therefore, is not meant to be fully comprehensive,
but to allow investors to follow-up on the fund’s
relevant ESG-related issues (Environmental, Social and
Governance) and the main activities that the RI team
has been involved in.

Introduction to STARS concept

Introduction to the STARS concept
Nordea’s STARS funds proactively select high-quality ESG
companies with the objective to identify tomorrow’s winners,
which, we believe, will have sustainable business models and
the ability to conduct their businesses responsibly in relation
to their stakeholders – employees, suppliers, customers,
investors and society at large. Nordea’s RI team works
together with the fund’s financial analysts and portfolio
managers in order to deliver a solution that is able to:
• Outperform the benchmark: creating added value by
enhanced long-term returns.1
• Meet Nordea’s ESG standards: analysing each individual
stock to ensure that the fund invests only in companies that
respect certain ESG criteria. The idea is to invest in leading
companies (rated A2) or companies with a sufficient rising ESG
profile (e.g. rated B- in the case of the Nordea 1 – Emerging
Stars Equity Fund), thus avoiding the laggards (lower rated
companies).
• Active ownership: proactively engaging companies and
encouraging them to improve their management systems,
their ESG performance or their reporting, as well as exercising
formal rights in the voting resolutions.

Engagement is key for active ownership
Being part of Nordea’s responsible investment policy, the fund
excludes companies involved in the production of nuclear
weapons and cluster munitions as well as companies with
large exposure to coal mining (>30 % revenues). However,
excluding a company from our portfolios is always a last
resort: the STARS concept aims for positive selection with
the objective to influence companies to improve their ESG
profiles. Engagement therefore takes a new dimension
with the STARS. It does not only consists of the traditional
forms of engagement, like the exercise of voting rights or
entering into a dialogue to encourage companies to improve
their management systems, their ESG performance or their
reporting. When assessing a company’s ESG risk profile
we also focus on specific themes utilising UN Sustainable
Development Goals. Thus, we distinguish two types of
engagement:

• Risk Engagement: if a company is not managing its material
ESG risks well, the RI team engages with the company on the
issue. The ESG risks can be company specific or stem from
the country in which the company operates or its industry.
Violations of international norms and conventions are also
addressed under Risk Engagement.

• SDG Engagement: conducted with a specific focus on
companies’ exposure to certain themes, which might
represent a significant material risk for the company. Nordea
believes that companies that align their strategies with
the UN Sustainable Development Goals (SDGs) will be
successful in the long-term, because they are adjusting to
global society’s future needs.
The UN Sustainable Development Goals (SDGs) cover a broad
range of social and economic development issues as part of
the 2030 Agenda. In this edition of the quarterly report we have
highlighted 3 UN goals; those goals have been the focus of the
engagement activities described in the coming pages.

These are the UN Sustainable Development Goals (SDGs) our ESG analysts focused on –  during the period covered – when engaging with the companies. The complete list of SDGs can be seen on page 3.

1) There can be no guarantee that this strategy and process will produce the intended results and no guarantee that the strategy will achieve its investment objective. 2) ESG rating scale
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3) Proxy voting refers to the last 12 month-period. Generally we vote in annual reports and most of the Annual General Meetings (AGM) which occurs once a year. If there is no vote, it is generally because the fund was not invested at the
time when the AGM happened. Please find out more on nordea.com/sustainability or access directly the voting portal.
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Sustainable Development Goals (SDG) utilised in this report:
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Rating changes
Samsung Fire and Marine Insurance was downgraded from A
to A- during the quarter.

Main highlights of the ESG activities over
the quarter
The following activities have been selected to share with
investors some of the highlights of the period. Please note
that when engaging companies, the processes might last for
multiple quarters, as such we might not necessarily report on
final decisions.

Varun Beverages
The company produces and distributes carbonated soft drinks
and non-alcoholic beverages, as well as packaged drinking
water. Varun Beverages serves customers worldwide, however
majority of its operation are located in India. The company’s
biggest client is PepsiCo Inc., and it has adopted its water
saving programme.
Nordea’s Responsible Investment (RI) team held meetings with
the company during the quarter. Varun Beverages is highly
exposed to the risks of operational disruptions, due to higher
water prices associated with water shortages. It lags its peers
in reporting water consumption metrics and reduction targets.
Although the company faces risks of workplace accidents that
can lead to production disruptions, it has certified only some of
its operations to the OHSAS 18001 standard.
On the positive side, the company has made some efforts to
capitalize on the growing market for nutritional products
through sales of sugar-free or with fewer calories products.
The RI team is planning to meet the company in India in Q4
2018. The overall rating of the company is B.

Taiwan Semiconductor Manufacturing
Taiwan Semiconductor Manufacturing Company (“TSMC”)
manufactures and markets integrated circuits. The company
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main products are wafers which are thin slices of semiconductor
material used in the fabrication of electronic circuits. These
products are mainly used in computers, communication,
consumer electronics, automotive, and industrial equipment
industries.
Nordea’s Responsible Investment team started discussion with
the company during the third quarter 2018. TSMC is an industry
leader in water efficiency and reduction as it has constantly
achieved a water recycling rate higher than 85 % since 2012.
The company is also well on track to meet its 30 % reduction
goal by 2020. The company did not progress with its conflict
minerals sourcing compliance mechanisms, and notably all
its smelters and refiners have been validated as conflict free
by third party programs for the second year. The company
has excelled in low power technologies and established itself
as the most comprehensive ultra-low power platform in the
foundry industry.
The meeting was focused on talent retention and potential risks
influencing the company from the US-China trade dispute. The
company has a lower employee turnover than its peers through
strong compensation programs, professional development
programs and engagement initiatives. The overall rating of the
company is A+.

Hans Laser
Hans Laser Technology Industry Group Co., Ltd. engages in
the research and development, production, and sale of laser
processing equipment in China and worldwide. The company
offers laser engraving/marking/etching, laser welding, laser
cutting, sub-surface engraving, and related activities. Its
products are primarily used in the production of electronic
appliances, integrated circuits, telecommunication equipment,
computers, auto parts, glass and optical units.
Laser cutting has the potential to be environmentally more
efficient and clean than traditional methods. It can be more
precise and thereby reduce waste of material and not require
cooling by water. The technology can also be used for metal
cleaning which is normally done with high power water pressure,
which is a highly polluting and energy demanding process.

The RI team engaged with the company during the quarter
with the focus being on getting insight into the company ESG
risks and performance. The team encourages the company to
increase its environmental and social disclosure. Hans Laser
is exposed to risk of high costs related to toxic discharge and
waste. However the company does not certify all operations
with ISO 14001 standards and lacks public commitments on
emission and waste reduction targets. The company is also
missing proper incentives for talent retention which is important
for such technology heavy businesses - 1/3 of its employees are
working in R&D. The overall rating of the company is B.

for enterprises. In addition, Kingdee provides consulting and
technical support services.

Kingdee International Software Group

The RI team mainly engaged with the company on topics
related to privacy and data security. Kingdee is striving
to establish a prevention-oriented cloud service security
assurance system integrating technologies and management
with layered defence. The overall rating of the company is A.

Kingdee International Software Group Company Limited
(Kingdee), through its subsidiaries, develops and sells
enterprise management
B- software, e-commerce application
software and middleware software. The company also provides
internet-based services and sets up e-commerce platforms

The company’s business model is focused on management
of inventory, sales, and client relations. The business model
warrants an A rating as it promotes transparency and efficiency.
This enables its clients to minimize fraud and corruption. It also
enables companies to manage their stores and warehouses in
remote locations as well as their supply chain. Therefore clients
better manage their inventories and this reduces waste and
supports better time management for its employees.

Complete list of SDGs:

The sub-funds mentioned are part of Nordea 1, SICAV, an open-ended Luxembourg-based investment company (Société d’Investissement à Capital Variable), validly formed and existing in accordance with the laws of Luxembourg
and with European Council Directive 2009/65/EC of 13 July 2009. This document is advertising material and does not disclose all relevant information concerning the presented sub-funds. Any investment decision in the subfunds should be made on the basis of the current prospectus and the Key Investor Information Document (KIID), which are available, along with the current annual and semi-annual reports, electronically in English and in the local
language of the market where the mentioned SICAV is authorised for distribution, without charge upon request from Nordea Investment Funds S.A., 562, rue de Neudorf, P.O. Box 782, L-2017 Luxembourg, from the local
representatives or information agents, or from our distributors. Investments in derivative and foreign exchange transactions may be subject to significant fluctuations which may affect the value of an investment. Investments in
Emerging Markets involve a higher element of risk. The value of shares can greatly fluctuate as a result of the sub-fund’s investment policy and cannot be ensured. Investments in equity and debt instruments issued
by banks could bear the risk of being subject to the bail-in mechanism (meaning that equity and debt instruments could be written down in order to ensure that most unsecured creditors of an institution bear
appropriate losses) as foreseen in EU Directive 2014/59/EU. For further details of investment risks associated with these sub-funds, please refer to the relevant Key Investor Information Document (KIID), available as
described above. Nordea Investment Funds S.A. has decided to bear the cost for research, i.e. such cost is covered by existing fee arrangements (Management-/Administration-Fee). Nordea Investment Funds S.A. only publishes
product-related information and does not make any investment recommendations. Published by Nordea Investment Funds S.A., 562, rue de Neudorf, P.O. Box 782, L-2017 Luxembourg, which is authorized by the Commission de
Surveillance du Secteur Financier in Luxembourg. Further information can be obtained from your financial advisor. He/she can advise you independently of Nordea Investment Funds S.A. Please note that all sub funds and share
classes might not be available in your country of jurisdiction. Additional information for investors in Switzerland: The Swiss Representative and Paying Agent is BNP Paribas Securities Services, Paris, succursale de Zurich,
Selnaustrasse 16, CH-8002 Zurich, Switzerland. Additional information for investors in Germany: The Information Agent in Germany is Société Générale S.A. Frankfurt Branch, Neue Mainzer Straße 46-50, D-60311 Frankfurt
am Main. A hard copy of the above-mentioned fund documentation is also available from here. Additional information for investors in Austria: Sub-paying Agent and Representative in Austria is Erste Bank der Österreichischen
Sparkassen AG, Am Belvedere 1, A-1100 Vienna. Additional information for investors in the Netherlands: Nordea 1, SICAV is a Luxembourg Undertaking for Collective Investment in Transferable Securities (UCITS) registered
in the Netherlands in the register kept by the AFM, and as such is allowed to offer its shares in the Netherlands. The AFM register can be consulted via www.afm.nl/register. Additional information for investors in France: With
the authorisation of the AMF the shares of the sub-funds of Nordea 1, SICAV may be distributed in France. Centralising Correspondent in France is CACEIS Bank, located at 1-3, place Valhubert, 75013 Paris. Investors are advised
to conduct thorough research before making any investment decision. Additional information for investors in Belgium: The Representative Agent in Belgium is BNP Paribas Securities Services S.C.A., Brussels branch, 25
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annual financial statement in order to be better informed about the fund’s investment policy. The prospectus and KIID for the sub-funds have been published with Consob. Additional information for investors in the United
Kingdom: Approved by Nordea Bank Abp, 5 Aldermanbury Square, London EC2V 7AZ, which is regulated by the FCA in the United Kingdom. Additional information for investors in Sweden: The Paying Agent is Nordea Bank
Abp, filial i Sverige, Smålandsgatan 17, Stockholm SE-105 71. The Representative Agent is Nordea Funds Ltd, Swedish Branch, Mäster Samuelsgatan 21, Stockholm, SE-105 71. Additional information for investors in Denmark:
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information for investors in Estonia: The Representative and Paying Agent in Estonia is Luminor Bank AS, Liivalaia 45, 10145 Tallinn. Additional information for investors in Lithuania: The Representative and Paying Agent in
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Brazilian laws and regulations, of securities in Brazil, is not legal without prior registration under Law No. 6,385 of December 7, 1976, as amended. Documents relating to the offering of the Nordea 1, SICAV, as well as information
contained therein, must not be supplied to the general public in Brazil (as the offering of the Nordea 1, SICAV is not a public offering of securities in Brazil) or used in connection with any offer for subscription or sale of the Nordea
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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
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