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INTRODUCTION

When some of the first ethical funds were launched more than 30
years ago, their main objective was to help investors align their
savings with their personal values by excluding specific industries
such as weapons, tobacco and fossil fuels. Often, this meant a loss of
performance for investors as some of these industries had historically
delivered strong returns.
Fast forward three decades, the universe has seen significant transformation, led
initially by institutional investors and more recently by retail investors. It is no
longer just about ethical or exclusion investing, but also taking into consideration
Environmental, Social and Governance (ESG) factors, identifying where their money
can have a tangible impact or actively engaging with companies to name a few.
Specialists now refer to responsible and sustainable investing as the umbrella terms.
By focussing on sustainability considerations in their investment decisions,
investment professionals have realised that they could potentially deliver
performance by 1) identifying companies likely to benefit from the challenges of
a world dominated by climate change and 2) avoiding - or sometimes engaging
with - companies whose harmful practices may threaten their long-term viability.
Responsible and sustainable investing are becoming mainstream, driven by strong
client demand.
When asked, most investors would see themselves as socially responsible
individuals: they are active members of their community, they recycle, they donate
to charities etc.
But when it comes to translating their social responsibility into investments, most
people do not really know where to start.
Over recent years there has been a significant increase in interest from investors.
Media reports highlighting climate change, pollution and social issue have
emphasised the need for definite actions. Investors are gradually starting to
understand that they can use their savings to initiate the change that is necessary to
tackle the current environmental and social issues plaguing our world. They want to
make their investments flourish but not at any price; they want to know where their
money is being invested and the lasting impact these companies are having on the
world around them.
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WHAT IS
RESPONSIBLE INVESTING?
When thinking about responsible investing it makes sense to consider why people invest in the first place.
While everyone’s individual goal may be different, from saving towards a comfortable retirement to
affording their dream home, the ultimate aim is normally the same – to try and grow their wealth.
In the past many of the highest yielding investments have
focused on industries and companies that don’t necessarily
‘do good’ in the world. From health damaging tobacco firms to
environment-harming oil companies, many of the best returns
have seemingly come at a cost to society.
However, an increasing amount of people are demanding
more from their money. Not just profit, but also purpose. No
longer are people merely happy to hand over their savings to
an investment manager and turn a blind eye to the types of
companies being invested in. They want to know that their

investments are being used for good, or as a minimum are
doing no harm.
No longer are environmental, social and governance issues
seen as mere green window-dressing to a wider investment
portfolio. They are taking centre-stage.
One of the problems however is that the terms sustainable and
responsible investing are often used interchangeably. When
in actual fact these mean two different things and the extent
to which they influence people’s investment decisions sits
on a spectrum.

INVESTMENT SPECTRUM
Traditional

I am aware
of ESG issues
but they are
not a formal
part of my
investment
process

Ethical /
exclusion

I want
to avoid
investing
in harmful
companies

At one end there is traditional
investment. This is where an investor
may have an awareness of ESG issues
but does not formally apply these
to their portfolio, instead focussing
purely on the best possible financial
returns they can achieve.
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Responsible

Sustainable

Impact-driven

Philanthropy

I want to act
responsibly,
and integrate
ESG factors
into my
investment
process

I want to
invest in
companies
contributing
to a
sustainable
future

I want my
investments
to help tackle
issues like
climate or
education

I want to
give back
to society

On the opposite end of the scale
we have philanthropy. This is the
complete opposite where investment
returns aren’t a consideration at all.
Instead the money is used purely
to enact change and do good in the
world with little to no expectation of
achieving a return.

These are the two extreme ends of
the scale and the majority of investors
are likely to consider themselves
sitting somewhere in the middle. They
don’t want to sacrifice investment
returns, but they want to know
that their money is being managed
with sustainability considerations
taken into account.

What is ESG?

ESG integration in practice

A common acronym used in the context of responsible
and sustainable investing is ESG which stands for
environmental, social and governance. These are
different criteria that investors may consider before
adding companies or funds to their portfolio.

A simplified way to consider it
could be to think of an
investment in a company
which produces solar panels.
This would be considered a
sustainable investment as it is
investing in a company which
has a specific objective to
contribute to a positive
environmental trend e.g.
renewable/green energy. But…
without the proper ESG
analysis, that company could
be failing on its ESG criteria,
for example by not paying
workers living wage or not
using environmentally-friendly
methods of sourcing
their materials.

nvironmental
Issues relating to the quality
and functioning of the natural
environment and natural
systems, such as carbon
emissions, environmental
regulations and waste.

ocial
Issues relating to the rights, wellbeing and interests of people
and communities, such as labour
management, health and safety,
and product safety.

overnance
Issues relating to the management
and oversight of companies and
other investee entities, such as
board composition, ownership,
shareholder rights and pay.

UNITED NATIONS PRINCIPLES FOR
RESPONSIBLE INVESTMENT (UN PRI)
The PRI are a voluntary set of six investment principles, backed by the UN,
under which signatories commit to incorporating ESG factors into their
investment decisions. They were initially developed by a group of institutional
investors in 2006 and have since grown to over 4,500 signatories from more
than 80 countries*.
The UN PRIs mission is to create a sustainable global financial system that rewards its users
financially and benefits the environment and society. It is an example of how authorities and
institutions recognise the importance and role that finance can play in shifting the global
economic system, and society as a whole, towards greater sustainability.
The principles offer a menu of actions a firm can undertake in order to incorporate ESG issues
into their day to day activity grouped under each of the principles. The PRI also offer a wealth
of support and resources to signatories to help them share best practices and implement the
principles as effectively as possible.

UN PRI and Architas
At Architas we are proud to have been a UN PRI signatory since 2018. Since becoming
a signatory we have consistently been given an A rating at a strategy and governance
level and this is reviewed on an annual basis. We are continually evolving and improving
our investment process to keep up with the latest ESG trends and to help drive change
across our industry. This includes working closely with the underlying managers in our
portfolios to make sure they meet our standards and helping them to develop their
approach where necessary.

*Source: UN PRI, November 2021
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SIGNATORIES OF THE PRI COMMIT TO:
Work together to enhance
our effectiveness in
implementing the Principles.

Each report on our activities
and progress towards
implementing the Principles.

Incorporate ESG
issues into investment
analysis and decisionmaking processes.

Be active owners and
incorporate ESG issues
into our ownership policies
and practices.

Promote acceptance and
implementation of the Principles
within the investment industry.

Seek appropriate disclosure
on ESG issues by the entities
in which we invest.

RESPONSIBLE INVESTING AND ESG
A MULTI-MANAGER APPROACH

What is a multi-manager fund?
At Architas, multi-manager funds are our sole focus. All of the funds we offer
are multi-manager and are designed to meet different investment goals.
A typical, single-manager investment
fund may invest in one kind of asset,
sector, or geographical area. For example,
one fund might invest only in shares in
Asian companies. Another might invest in
companies in emerging markets such as
India or Brazil.

of investment, they invest in lots of
other single-focus funds – we call these
underlying funds. Every underlying fund we
select is run by a specialist fund manager
who knows the market inside out.
By bringing these specialist underlying
managers together we are able to offer
fully diversified single investment solutions
to our clients.

Our multi-manager funds are different;
instead of focusing on just one type

The benefits of using a
multi-manager
Increased
diversification
Partnering with the
best fund managers in
each asset class
Only paying for active
managers where
they add value
Flexibility
to change asset
allocation quickly

What is a multi-asset fund of funds?
As well as being multi-manager, some of our funds are multi-asset. This means they spread your
investments across several types of asset classes, such as cash, equities, bonds, property and alternatives.
This can be important as different asset classes tend to behave differently in different market conditions.
An illustration of a fund of funds portfolio

ARCHITAS FUND OF FUNDS

US
EQUITIES
Specialist
fund
managers

EMERGING
MARKETS BONDS
Specialist
fund
managers

ASIAN
EQUITIES
Specialist
fund
managers

US
BONDS
Specialist
fund
managers

EUROPEAN
BONDS
Specialist
fund
managers

ALTERNATIVES
Specialist
fund
managers

GLOBAL
PROPERTY
Specialist
fund
managers

UNDERLYING FUND MANAGERS
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Why multi-manager investing?
Put simply, it allows you to choose a single fund that diversifies your investments
and combines the talents of many fund managers all in one.
Picking the best in class
No one person can be an expert at everything. That’s why we combine the best managers in their respective
fields into our portfolios, to make sure we have an expert taking care of each asset class or region. Think of it like
a decathlete, while they are still a very skilled athlete, they get beaten every time by the individuals who focus on
only one event. This is the way we approach the construction of portfolios.

OLYMPIC CHAMPION OUTPERFORMANCE
(by individual event champions)

100M

LONG JUMP

SHOT PUT

HIGH JUMP

+36.50%
+14.77%
40%
30%

+3.20%

20%

-1.60%

10%
0%
Olympic champion performance

9.80s

8.11m

23.30m

2.37m

Decathlon champion performance

10.12s

8.24m

14.8m

2.02m

Source: Tokyo Olympics results 2020, Worldathletics.org
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Making it easier for you to diversify your investments and spread risk
With such a large range of funds and asset classes to choose from, choosing investments that are appropriate and most
likely to deliver optimal returns can be difficult. At Architas, we believe it is sensible not to put all your eggs in one basket.
By investing in an Architas multi-manager fund, you can be confident that your investments are spread across a range of
different sectors, geographies and in some cases asset classes and benefit from the skills of some of the world’s bestknown fund managers.

400M

110M HURDLES

DISCUS

POLE VAULT

JAVELIN

1500M

+18.60%
+29.40%

+27.60%
+23.20%

+7.60%

+3.10%

43.85s

13.04s

68.90m

6.03m

87.58m

03:28:32

47.48s

13.46s

48.67m

4.9m

63.44m

04:31:08

When building our multi-manager portfolios we aim to give investors access to what we believe to be the best managers
available within the investment universe. Each manager that makes it into our portfolios is a specialist in a specific asset class
or region and has been subject to the expert and thorough research process carried out by our investment team. The result is
one simple investment solution that is continually managed and monitored by our team to make sure investors always have
access to the best.
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A FRAMEWORK FOR
SUCCESSFUL ESG INTEGRATION
Architas is a long-term, global multi-manager with a duty to act in the best interests of its clients,
shareholders and other stakeholders. As a member of the global AXA Group, we share a joint ambition of
protecting people over the long term and creating stronger and more sustainable societies.
As mentioned, we have been a United Nations Principles for Responsible Investment signatory since 2018, scoring an ‘A’ rating
for our company’s approach to ESG integration (Strategy and Governance). We believe that integrating responsible investment
into our investment decisions and processes will benefit our clients and the wider community over the long term.

Our framework

Architas
Management Committee

ESG Policy

AXA’s Responsible
Investment Centre
of Expertise

Architas ESG Forum

• ESG Due Diligence
• Reporting

Sustainable investing

Investment team
(including ESG function)

• Sustainable funds
• Collaboration and advocacy

Voting policy

Conflict of interest policy

Compliance team
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AXA’s Responsible Investment
Centre of Excellence
The responsibility for the
development, implementation and
monitoring of AXA’s Responsible
Investment policy sits with the
Responsible Investment (RI)
Committee. The RI Committee’s
decisions are interpreted and
implemented by the local Chief
Investment Officers via the RI
“Centre of Excellence” (CoE).
The RI CoE is also charged with
communicating and explaining the
Group’s RI strategy and directives
to local ESG and investment
teams as well as coordinating joint
CIO initiatives.

Architas ESG Forum

ESG Function

Responsibility for the development,
implementation and monitoring of
our ESG Policy sits with the Architas
ESG Forum. The nature of the Forum
ensures that the impacts of any new
ESG related activities and initiatives
are adequately assessed, considered
and managed and that ESG
principles are effectively promoted
and adopted within Architas.

We have a dedicated ESG
analyst who reports directly to
an Investment Manager, and is
responsible for ESG integration
within the investment team. They
also benefit from the input of key
members of the team including the
CIO and deputy CIO. In addition,
the entire investment team are
accountable for integrating full ESG
due diligence as part of their analyst
responsibilities.

Multi-manager and ESG in practice
We believe our multi-manager approach and inclusion of ESG screening of underlying managers adds an additional
dimension of risk control and diversification for our investors.
Across all of the Architas offers, ESG due diligence is embedded in our fund selection process. This means that investors
can be confident that even if they invest in an offer that does not have an explicit sustainable investment objective, the
funds in their portfolio meet our strict ESG criteria.
Funds not meeting our criteria, and scoring lower than 2 on our ‘out of 5’ scale, are excluded from our fund universe;
ensuring our investors are not exposed to funds that our investment professionals feel are not performing well on
environmental, social or governance issues.
Conversely, this means our investors can be confident that the underlying funds to make up their Architas portfolio, are
managers we believe are taking the right approach from an ESG integration perspective. Giving investors another lens
through which investment analysis is carried out on products in which they invest with us.
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INVESTMENT
PROCESS
When constructing our portfolios we go through a rigorous investment process to make
sure we identify the best funds available before combing them together in one solution.
Once a fund is selected the process doesn’t stop there, we continually monitor and
review each one to make sure it is performing as expected and if necessary we will
replace them. Our investment process follows the following four main steps.

1. MANAGER
PRE-SELECTION

2. MANAGER
SELECTION

• Finding skillful managers not lucky ones

• Gaining a true understanding
of the manager
• Ensuring ESG integration
• Qualitative research

3. PORTFOLIO
CONSTRUCTION

4. MONITORING AND
RISK MANAGEMENT

• Qualitative considerations

• Independent performance and
risk monitoring
• Monthly Architas Investment
Committee meeting
• Monitoring managers

13

1. MANAGER
PRE-SELECTION

Finding skilful managers – not lucky ones
Quantitative screening is an important element in our
fund selection process. The main objective is to assess
a fund within the investible universe of comparable
funds, to determine its ability to consistently deliver
excellent risk/reward characteristics.
Our proprietary quantitative filtering tool MosaIQue
by Architas® ranks funds in each asset class using
a number of low-correlated factors including: high
risk adjusted returns, strong upside market capture,
protection during a downside market, as well as overall
consistency in each of the factors.
This analysis helps us understand the reasons for the
fund’s performance and highlights those managers that
have delivered consistent returns.
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2. MANAGER
SELECTION

Gaining a true understanding of the
manager
The selection stage involves conducting rigorous due
diligence on those funds and managers that have
demonstrated excellent risk/reward characteristics
in the quantitative analysis stage. This is where we
really get under the skin of a manager, dig deep into
their process and personality to try to understand
how they will behave in periods of market highs as
well as lows.

Ensuring ESG integration
As part of this process we fully integrate responsible investing criteria to make sure any fund that makes it
into our portfolios meets our standards. We do this is by applying ESG considerations at two key stages.

ESG DUE DILIGENCE

QUANTITATIVE ESG SCORING

The objective is to perform a qualitative ESG
assessment of underlying funds or mandates by adding
a dedicated questionnaire in the request for proposal
(RFP) process, followed by face-to face due diligence
meetings, to cover:

Our scoring method analyses and reviews how
managers are tackling ESG trends to identify how
they both avoid risks and also benefit from future
opportunities.

ESG policy and governance
Integration in investment decision process
Engagement and voting
Monitoring and reporting

The information is then collated and
thoroughly reviewed by the analyst
responsible for that sector.
The analysts then present their view to
the full investment team who debate
the funds ESG process and review it
compared to other funds available.
Our ESG function is also responsible for
maintain our qualitative scoring system.

Our funds and mandates are
scored based on the scores of
the underlying securities that
make up each fund.
We then aggregate these
scores together at the portfolio
level to help with our overall
portfolio construction.
By integrating ESG considerations
to our investment process, we are
able to analyse each investment’s
ability to create, sustain and
protect value with the aim of
ensuring it can deliver returns in
line with our clients’ expectations.

As part of this system we have a
minimum score that a fund must reach
and any funds that drop below this
score are highlighted for further
review and may end up being removed
from our approved buy list of funds.
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Qualitative research
All quantitative research relies on historical data; it is only through detailed and insightful qualitative analysis that we
can gain a picture of how a manager might respond to future events. This is easily the most time-intensive element of
our investment process, but is essential to understanding the true nature of the manager.

The qualitative research is carried out in three steps:

DESK-BASED RESEARCH

QUESTIONNAIRES

DUE DILIGENCE DAYS

This is important in considering
factors which the screening process
cannot capture. For instance, how
much of the managers performance
track record can be attributed to the
current manager?

Before meeting a fund manager,
we ask them to complete a detailed
due diligence questionnaire.

These days are used to gain a deeper
insight into their investment strategy.

The team uses a range of tools
to build a deeper understanding
of the manager:

This is a qualitative step to
provide more information about
the investment team, as well
as the strategy and objectives
of the fund, as well as a specific
section on ESG practices.
This ensures that in meetings with
the fund manager we can dig into
the key elements of the process
rather than use the time gathering
factual information.
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We may also meet analysts, risk
managers and other team members
who have an influence over the
investment process to probe aspects
of the fund and the fund group.
The fund managers are assessed on
three main criteria:

Team

Process

Performance

• What are the unique skills of
the manager and what are the
resources available to them?

• H
 ow does the process differ
from others in the sector?

• Is performance
consistent with the process?

• W
 hat are the key metrics
driving selection?

• Which features of the process
support downside protection?

• H
 ave portfolio construction
decisions added value?

• What is the strategies’
track record and
attribution of returns?

• How experienced are the team
and why are they superior to
other teams?
• What additional
responsibilities does the
fund manager have?
• How does the remuneration
structure work?

Fund recommendation

Fund approval forum

The quantitative and qualitative
inputs are collated by the analysts
into a more finite template.

The manager is presented by the
relevant sector analyst to the
full investment team at the Fund
Approval Forum. The criteria
and merits are debated and
assessed by the team.

Architas CIO review

Inclusion

The findings from the two
shortlisted are presented to
the Architas CIO where they
are reviewed before the final
candidate is selected to be taken
to the Fund Approval Forum.

Only once the manager is
approved by the Fund Approval
Forum is it then allocated
a mandate for one of our
building block funds.
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3. PORTFOLIO
CONSTRUCTION

Qualitative considerations
When constructing our portfolios, the investment team look for funds
which complement each other and strike the best balance between
risk and potential return. Research tool outputs are used to analyse
the volatility and correlation of returns of each fund and examine how
portfolio risk varies as weightings change. Portfolio managers will
implement style tilts to align with high conviction views as appropriate.
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4. MONITORING
AND RISK MANAGEMENT
Regular monitoring and adjustment of the portfolios is undertaken by the
investment managers to keep the funds in line with their objectives and to take
advantage of new investment opportunities. The Architas Investment Risk and
Performance Team carry out independent monitoring to ensure the portfolios
remain within risk and exposure guidelines.

Independent performance
and risk monitoring
Dedicated team responsible
for monitoring the risk and
performance of portfolios. The risk
ratios and the performance are
checked by this independent team
formally on a monthly basis.

Monthly Architas
investment committee
meeting
Chaired by our Chief Investment
Officer where portfolio managers
present on how the funds
have performed relative to the
objective they have been set, and
the risk taken.

Monitoring managers
A lead analyst review of
the buy list which takes
place bi-annually.

Our products
We apply our robust responsible investment process, and integrate ESG criteria across all of our portfolios.
This means you can be assured that when you invest in an Architas product your portfolio consists of funds
chosen with sustainability considerations at the forefront of our investment decision. You can find out more
by talking to your local Architas or AXA representatives.
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IMPORTANT
INFORMATION
This material originates from Architas Limited
(“Architas”). Architas is a company registered
in England No. 02638607, registered office: 20
Gracechurch Street, London, EC3V 0BG. This material
is for information purposes only and is intended to
broaden readers’ awareness of financial markets and
of the investment management industry. No part of the
material should be construed to represent financial
advice or an offer to buy, sell or otherwise participate
in any investment activity or strategy. The content is
based on information sources that are deemed reliable
at the time of writing. The information presented can
be changed without prior notice. Architas makes no
express or implied warranty, guarantee or statement
as to the accuracy, suitability or completeness of the
information provided. All rights are reserved. Without
the prior consent of the copyright holder, no part of
this material in any form or by any means (mechanical,
by photocopy, recording, or otherwise) is allowed
to be published, copied or emailed or stored in an
information system. This material is not intended for
audiences in the United States of America.
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