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1. Scope of application of this disclosure  

This document describes the ESG Rating methodologies applied by Candriam in accordance with Article 

13(3) of Regulation (EU) 2019/2088 (SFDR). It aims to provide transparency on the proprietary ESG 

analytical frameworks used by Candriam to conduct in-depth assessments of issuers’ sustainability 

profiles resulting in ESG Ratings.  

The document outlines the key components of these frameworks, including the analytical approaches, 

the methodologies applied across different types of issuers, and the data processes supporting the ESG 

Ratings process, including methodological considerations, data sources and limitations. It also 

describes the data controls and governance in place to ensure ESG data quality.  

For further information, reference may be made to the relevant documentation available on Candriam’s 

website. 
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2. ESG Analytical Frameworks 

Candriam stands for Conviction AND Responsibility In Asset Management. At the heart of our actions 

resides the strong belief that sustainability can act as a critical means to what we undertake as an asset 

manager. For the past 25 years, we have therefore endeavored to unlock the potential of ESG research 

to deliver investment strategies with solid return/risk profiles, whilst at the same time meeting our clients’ 

objectives in addressing some of the world’s most acute sustainability challenges.   

 

The cornerstone of this ambition is the principle of double materiality. It is our conviction that an 

investment’s potential long-term value cannot be captured by traditional financial metrics alone. By 

evaluating environmental, social and governance (ESG) criteria, investors can identify additional factors 

which affect an issuer’s long-term prospects and competitiveness, in terms of sustainability-related risks 

and opportunities. Moreover, in-depth ESG analysis allows for comprehensive evaluation of the effects 

– positive or negative – of an investment on the environment and society, and the sustainable 

development of our world in general. 

 

To capture both the potential sustainability-related risks and opportunities that an investment is exposed 

to, as well as its positive or negative contributions to sustainability matters, Candriam conducts in-depth 

analysis into the environmental, social and governance dimensions of each issuer and thus assesses 

sustainability performance at the level of each individual investment opportunity. To this end, Candriam 

has developed proprietary ESG analytical frameworks tailored to each type of issuer:  

• Companies issuing equities and/or bonds; 

• Countries, i.e. sovereign bond issuers such as governments and public entities; 

• Supranational organisations and agencies issuing bonds. 

 

Our ESG analytical frameworks are designed to provide a materiality-based, forward-looking 

assessment of sustainability across a broad range of issuers.  

 

For corporate issuers, our ESG framework reflects our conviction that the relevance or analytical 

materiality of different stakeholders and key sustainability challenges varies across companies, 

depending on the specificities of their sector. Similarly, for sovereign issuers, the framework recognises 

that different ESG themes, factors, and indicators can have varying analytical materiality depending on 

a country’s current and future sustainability profile. This approach enables us to incorporate sector- and 

country-specific circumstances into our analysis.  

 

Our analysis integrates a forward-looking perspective, evaluating how sustainability trends may 

influence socio-economic systems and issuer performance over time. This is achieved through several 

means:  

• First, our analysis involves the identification of structural ESG trends i.e. Candriam’s “Key 

Sustainability Challenges – KSCs”, such as overexploitation of resources and climate change, 

in the corporate ESG framework and an assessment of how issuers are positively and/or 

negatively exposed to these challenges.  

• Secondly, Candriam’s analytical frameworks integrate the double materiality principle for 

assessing corporate and sovereign issuers. This means that,  

o On the one hand, Candriam evaluates and integrates the particular materiality of 

environmental and social issues and ESG trends and how the risks and opportunities 

stemming from those trends could negatively or positively impact corporate and 

sovereign issuers in the short and long run, and as a consequence financial return for 

investors. 

o On the other hand, Candriam’s analytical ESG frameworks assess how issuers, their 

activities and practices, could adversely impact the environment and society. As a 
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result, Candriam’s ESG models incorporate assessments of the specific likelihood that 

trends will impact the sustainability of sectors and/or countries.   

• Lastly, we seek to identify and use future-forward indicators and data points from a multitude of 

sources in our ESG analysis, including the information retrieved from our engagement activities.  

 
Integrating forward-looking elements into our analysis is particularly important when assessing an 

issuer’s ability to achieve its ESG objectives. For example, evaluating a company’s capacity to deliver 

on its climate targets is essential to judging the credibility of its transition plans. This is why, within our 

Net Zero assessment framework, we not only assess the quality of a company’s climate objectives and 

their alignment with broader climate goals, but also its ability to achieve them. This involves a thorough 

review of its decarbonization strategy and associated levers, as well as its current and planned capital 

allocation.  

 

We also place strong emphasis on forward-looking factors such as strategic planning and capital 

allocation, which are key factors to determine whether an issuer is moving towards more sustainable 

practices. By embedding these forward-looking factors, we capture not only current ESG risks and 

opportunities but also issuers’ capacity to anticipate and adapt to emerging systemic challenges. 
 

These analytical frameworks are described in detail in the sections that follow. 

 

 

2.1. Candriam’s proprietary corporate ESG analytical 

framework 

Candriam’s proprietary corporate ESG analytical framework enables us to conduct in-depth research 

into the sustainability of companies, both from a risk, opportunity and impact perspective. The outputs 

of this analysis are used to inform investment decisions pertaining to equities and corporate fixed 

income, including covered bonds.  

 

This analysis is carried out by Candriam’s dedicated corporate ESG Analysts, who are experts in 

different sectors and ESG themes. They work closely with Candriam’s Engagement & Voting Analysts, 

whose insights, gained through dialogue with issuers and voting campaigns, also serve to enrich the 

evaluation of companies.  

 

Candriam's forward-looking corporate ESG analytical framework comprises five dimensions structured 

as follows:  

 

• Two analytical steps that may result in exclusions:  

- Controversial Activities Analysis: We analyse companies’ exposure to activities that we 

believe have a substantial negative impact and carry serious risks from both a financial and 

a sustainability perspective. Exposure to these activities presents important systemic and 

reputational risks for the companies from an economic and social point of view.  

- Norms-Based Analysis: We assess companies’ compliance with internationally recognised 

standards, including the UN Global Compact and OECD Guidelines. Furthermore, the 

conventions of the International Labour Organisation (ILO) and the International Bill of 

Human Rights are among the international references embedded in both the normative 

analysis and Candriam’s ESG analysis framework. 

 

• Two analytical steps resulting in an ESG Rating: 



 

June 2026 - 6 -  

Candriam’s proprietary ESG analysis is based on the unique combination of Business Activity 

Analysis and Stakeholder Analysis, allowing for a comprehensive, materiality-based and 

forward-looking assessment of companies’ sustainability.  

- Business Activities Analysis: We assess company exposure to five Key Sustainability 

Challenges central to long-term sustainability.  

- Stakeholders Analysis: Companies are evaluated on their management of six types of 

stakeholders.  

 

• Engagement, comprising Dialogue and Proxy Voting 

 

The section that follows describes in detail Candriam’s proprietary ESG analysis to assess issuers’ 

overall sustainability, resulting in ESG Ratings.  
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Proprietary ESG analysis 
Candriam has developed a detailed, materiality-based approach for assessing corporate sustainability. 

This overall ESG analysis results in an ESG Rating for each issuer that reflects the company’s 

sustainability performance across several dimensions. The assessment combines an evaluation of how 

a company’s activities are exposed to and contribute to Key Sustainability Challenges (Business 

Activities Analysis) and an assessment of how it treats stakeholders and manages ESG-related risks 

(Stakeholder Analysis). 

 

Both analyses are designed to evaluate companies’ exposure to material sustainability-related risks and 

opportunities, and to assess companies’ ability to contribute to sustainability objectives now and in the 

future. This includes an assessment of how corporate activities and stakeholder management practices 

cause harm to or mitigate environmental and/or social objectives over the short and long term. ESG 

trends and challenges, like demographic change and digitalization, test the resilience of financial and 

economic systems and of the companies that operate in them. At the same time, they also offer 

opportunities to foster innovation by investing in companies that create solutions to alleviate or solve 

these challenges. This goes beyond environmental matters and includes the social and governance 

dimension of corporate behavior. This holistic consideration of ESG factors reflects our conviction that 

specific environmental, social and governance issues are being and/or will be priced by financial market 

participants due to policy, technological and/or societal change. 

These two analytical dimensions are described in further detail below. 

   

I. Business Activities Analysis  

Companies are exposed, through their business activities, to structural, long-term Key Sustainability 

Challenges that can strongly influence the environment in which they operate and may create long-

term risks or growth opportunities. Likewise, companies, through their activities, contribute positively 

or negatively in addressing these long-term Key Sustainability Challenges. Based on more than 30 

years of ESG expertise, Candriam has identified five Key Sustainability Challenges that are likely to 

reshape the functioning of our economies: Climate Change, Resources Depletion, Digitalization, 

Health & Wellness and Demographic Evolution.   

 

Candriam considers these long-term trends to be key drivers of the economic environment in which 

companies operate, shaping both future market challenges and long-term growth opportunities. 

 

In order to conduct this analysis, we first carry out a materiality assessment at sector level that 

allows us to determine the importance and, consequently, the weight of each Key Sustainability 

Challenge for a given sector. Various sectors will face different sustainability challenges and 

different exposures to potential disruption. These risks and opportunities, as well as the way they 

impact sectors, are taken into account in this part of Candriam’s ESG analysis. We then score the 

contribution of each of the more than 1,200 business activities covered in our ESG model to the 

relevant Key Sustainability Challenges from 0 (strongly detrimental) to 100 (strongly contributing), 

based on scientific reference and academic and industry expert knowledge.  

 

A company’s overall Business Activity Score will be the weighted average (based on revenue 

breakdown) of each of its business activities’ contribution to the Key Sustainability Challenges that 

are relevant for its sector. This overall Business Activity Score at company level ranges from 0 

(strongly detrimental) to 100 (strongly contributing) and reflects whether the company’s activities 

are contributing to and being impacted positively or negatively by long-term sustainability trends.  
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II. Stakeholder Analysis 

The way companies manage their relationships with their stakeholders gives rise to sustainability-

related risks and opportunities that influence companies’ resilience and long-term value. How a 

company manages its stakeholders, i.e., takes into account their long-term interests in its strategy 

and operations, is also essential in assessing whether a company conducts its activities in a 

sustainable and responsible fashion.  

 

Candriam has identified six categories of stakeholders that are essential to current and future 

corporate sustainability and that can be impacted by corporate behaviours: the Environment, 

Society, Investors, Employees, Suppliers and Customers. 

 

Our analysis starts with a materiality assessment at sector level that identifies and weighs the 

importance of each stakeholder to the company’s ability to create long-term value. This assessment 

is based on sector, and company reports as well as on research by non-governmental organisations 

(NGOs), where relevant.  

 

For example, in the Energy sector, the most material stakeholders are typically the Environment 

and Society, reflecting the sector’s environmental footprint and its social license to operate. By 

contrast, in the Media & Entertainment sector, Employees and Investors tend to emerge as the most 

material domains, given the sector’s reliance on human capital and exposure to corruption risks.  

 

Each company is evaluated on its ability to manage the interests of those stakeholders that are 

relevant to its sector. This assessment is conducted stakeholder by stakeholder, by carefully 

selecting the most relevant criteria and KPIs. A 0 to 100 rating will be given on each relevant 

criterion, then aggregated at stakeholder level, and then aggregated at company level, based on 

the importance (and associated weight) of each stakeholder.  

 

Each company will thus obtain an overall Stakeholder Score between 0 (very poor management) 

to 100 (best possible management), which reflects how it treats its stakeholders, as well as the risks 

and opportunities that arise from this for the company.  

 

Furthermore, the Business Activity Analysis and Stakeholder Analysis allow for comprehensive 

coverage of E, S, and G factors across all sectors and industries applying the double materiality 

principle:  

• Environmental considerations undergo a comprehensive evaluation through:  

• Business Activities Analysis, notably via the following KSCs:  

• Climate Change (e.g., level of GHG emissions, level of progress on 

decarbonisation pathway)  

• Resource Depletion (e.g., impact on availability or scarcity of resources in our 

ecosystem)  

• Digitalisation (e.g., digitalisation of processes that delivers clear environmental 

benefits)  

• Stakeholder Analysis, notably via:  

• Environment (e.g., environmental policy, including GHG reduction programme, 

land use and biodiversity, disposal, and recycling). For example, regarding 

biodiversity and nature-related risks, Candriam recognises the importance of 

nature-related risks and biodiversity. As early adopters of the Taskforce on 

Nature-related Financial Disclosures (TNFD), we are committed to aligning our 

disclosures with TNFD recommendations, assessing companies’ impacts and 

dependencies on nature, and promoting transparency and accountability in 

reporting biodiversity risks.  



 

June 2026 - 9 -  

To ensure methodological robustness, our ESG assessment is grounded in internationally recognised 

scientific frameworks and reference pathways. Climate analysis, for instance, draws on the latest 

consensus from the Intergovernmental Panel on Climate Change (IPCC) and sectoral decarbonisation 

pathways from the International Energy Agency (IEA), while aligning with key international agreements 

such as the Paris Agreement and Net Zero commitments. 

 

For example, the Energy & Climate Change dimension is assessed through a set of themes and sub-

indicators capturing both emissions performance and strategic preparedness, such as: 

• GHG Performance: Disclosure and trends of Scope 1, 2 and 3 emissions, and associated reduction 

targets 

• Climate Commitments: Alignment with Science Based Targets initiative (SBTi) and Net Zero 

strategies, including interim milestones 

• Energy Transition: Progress on renewable energy use, energy efficiency, and alignment of capital 

expenditure with low-carbon activities 

• Risk Management: Integration of climate risks, including scenario analysis (e.g. IEA Net Zero 2050, 

IPCC pathways), internal carbon pricing and management of physical risks. 

Taken together, these elements inform our assessment of issuers’ climate strategy and transition 

planning, including the credibility of decarbonisation pathways and the alignment of capital allocation 

with stated climate objectives, with reference to recognised climate frameworks and sectoral pathways 

aligned with the objectives of the Paris Agreement. 

This assessment is further complemented by a proprietary model developed by Candriam to evaluate 

transition risks for issuers in high-stake sectors, identifying companies exposed to potential stranded 

assets and material impacts from climate-related regulation. 

In addition, Candriam utilises its proprietary Net Zero Assessment framework to ensure that companies 

have credible transition strategies. This framework is embedded within Candriam’s broader climate 

commitment, made in November 2021, to achieve net zero greenhouse gas emissions by 2050 across 

all its activities, in line with the Paris Agreement. Candriam joined the Net Zero Asset Managers Initiative 

(NZAMI) in November 2021 and is committed to supporting the goal of net zero emissions by 2050 or 

sooner, consistent with efforts to limit global warming to 1.5°C. 

This framework categorises companies according to their level of alignment with Net Zero targets. Using 

the Sector Decarbonisation Approach (SDA), as recommended by the Science Based Targets initiative 

(SBTi), we assess whether companies’ targets are aligned with sector-specific decarbonisation 

pathways, using relevant indicators, typically physical intensity metrics. The assessment also considers 

governance, strategy and capital allocation and is predominantly forward-looking, informing our view of 

companies’ ability to decarbonise at a sufficient pace and guiding portfolio decarbonisation objectives 

where applicable. 

For strategies with explicit climate or Paris-aligned objectives, this issuer-level analysis may be 

complemented by forward-looking portfolio-level temperature alignment metrics based on 

methodologies provided by our partner Carbon4Finance, which assess the climate trajectory of 

companies and portfolios and their alignment with the objectives of the Paris Agreement to limit global 

warming to well below 2°C above pre-industrial levels. These temperature alignment metrics incorporate 

both current and forward-looking climate performance and ambitions and go beyond reference 

frameworks such as the SBTi by not only considering stated targets, but also evaluating companies’ 

ability to deliver on them, including climate governance, strategic planning and capital allocation. 

Further information is available in Candriam’s Climate Strategy. 

 

https://www.candriam.com/siteassets/medias/insights/esg/climate-strategy/climate_strategy_gb.pdf?v=4a1276
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Social considerations are evaluated through: 

• Business Activities Analysis, for instance through the following KSCs:  

• Health & Wellness (e.g., ensuring healthy lives and promoting well-being for all 

at all ages)  

• Digitalisation (e.g., digitalisation of processes that delivers clear benefits to 

society and the economy)  

• Demographic Evolution (e.g., aging population and other changing trends in 

global human population including specific sub-groups (young, elderly 

population, etc.) across various locations (countries, regions, urban rural, etc.). 

 

• Stakeholder Analysis, via:  

• Employees (e.g., recruitment & retention, working conditions, staff relations) ▪ 

Customers (e.g., commercial practices, quality & safety assurance, community 

relations) 

• Suppliers (e.g., practices of suppliers)  

With regard to social considerations, the Business Activity and Stakeholder Analysis also allow us to 

assess a company’s exposure to human rights risks and its ability to prevent, mitigate and remediate 

potential impacts arising from its operations. 

Below are a few examples of key human rights analysis areas: 

• Human capital management (labour structure, location of operations, employee 

turnover rates)  

• Controversial raw materials (policy management and commitment on sourcing 

materials, responsible sourcing mechanisms, transparent reporting on findings or 

flagged issues)  

• Customer-related matters (product quality & safety, data privacy & security)  

• Corporate governance (board commitment, oversight and monitoring on human 

rights, code of conduct, human rights policy, modern slavery statement, etc.)  

 

• Governance considerations are assessed through the: 

•  Stakeholder analysis,  

• via Investors (e.g., board structure, auditor rotation, remuneration, share capital, 

etc.) 

More broadly, our assessment is informed by internationally recognised norms and standards, including 

ILO conventions and the UN Guiding Principles on Business and Human Rights. For example, within 

the Suppliers pillar of Candriam’s Stakeholder Analysis, labour practices are assessed by evaluating 

the systems companies have in place to monitor and improve working conditions across their value 

chains. This includes supplier codes of conduct, audit processes, capacity-building initiatives, 

remediation mechanisms, as well as the level of transparency on these practices. 

The topics covered under Candriam’s proprietary ESG analysis are aligned with the sustainability topics 

defined in the European Sustainability Reporting Standards (ESRS), while remaining grounded in 

Candriam’s independent proprietary methodology. The Business Activity Analysis also incorporates key 

concepts underpinning the EU Taxonomy Regulation, as it is conducted at the level of individual 

business activities and assesses issuers’ exposure to major sustainability challenges, including climate 

change and resource depletion. It is also aligned with the United Nations Sustainable Development 

Goals (SDGs), assessing companies’ contributions to global challenges and how they manage related 

stakeholder impacts. 
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III. ESG Rating  

Together, the Business Activities Score and the Stakeholder Score determine an overall ESG 

Rating for each issuer. 

 

For each sector, a different level of materiality, i.e. importance (and thus weight), is given to the 

Business Activity and Stakeholder Analysis dimensions, depending on whether it is the sustainability 

of activities or the responsibility of practices that are key in determining companies’ sustainable 

performance. A company’s ESG Rating is determined by the materiality weighted combination of its 

Business Activity Score and its Stakeholder Analysis Score.  

 

As outlined above, the respective weighting of the Business Activity and Stakeholder Management 

assessments within the final ESG rating is determined at sector level, reflecting differences in 

transition pathways, impact profiles and companies’ capacity to address sustainability challenges. 

The relative weighting of the E, S and G components is defined through a sector-based materiality 

assessment, which identifies, for each sector, the ESG factors considered most material in light of 

key sustainability challenges and sector-specific characteristics, while also allowing for the analysis 

of specific topics such as climate transition risks. As a result, the contribution of E, S and G factors 

to the aggregated ESG rating varies across sectors and does not follow a standardised allocation. 

 

Candriam ESG ratings are expressed in absolute terms, meaning that issuers are assessed against 

predefined sustainability criteria rather than relative peer rankings. The ESG rating results from the 

materiality-weighted aggregation of the underlying E, S and G factors and reflects the overall 

sustainability profile of the issuer based on Candriam’s proprietary ESG analysis framework. 

  

The ESG Rating can range between ESG1 (sustainability leader) to ESG10 (sustainability laggard / 

detrimental). An illustrative example of our ESG Ratings universe is shown below. 

 

                  ESG Rating 

  

 

In addition to the positive and negative selection described above, engagement is a key part of our long-

term investment process, given its potential impact on investor returns. Candriam engages with the 

management of its investment candidates on a range of topics. Engagement takes the form of a direct 

and individual dialogue between Candriam’s Engagement & Voting Analysts and ESG Analysts, and the 

representatives of the company and other stakeholders. 
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For a full overview of Candriam’s commitments and the international standards and commitments it 

supports, please refer to Candriam’s Engagement & Voting report, available via the following link: 

https://www.candriam.com/siteassets/medias/insights/sfdr-publications/engagevotingreport-

en.pdf?v=496848 

2.2. Candriam’s proprietary sovereign ESG analytical 

framework 

Candriam’s sovereign sustainability analysis is structured around the following pillars: 

• Sustainable development criteria: Human Capital, Natural Capital, Social Capital and 

Economic Capital  

• In-depth negative screening: exclusion of oppressive regimes, countries ranking among the 

weakest on political rights and civil liberties, as well as jurisdictions identified by the FATF as 

having significant strategic deficiencies in combating money laundering, terrorist financing, and 

proliferation financing and subject to a call for action. 

 

These pillars are described in detail below: 

 

Sustainable development criteria: Human Capital, Natural Capital, Social Capital, 

and Economic Capital  

These four capital domains are each decomposed into several components, which in turn are broken 

down into underlying issues. Our assessment model incorporates a wide range of ESG factors that 

capture both short-, medium-, and long-term issues, challenges and/or opportunities, and are updated 

at varying frequencies, depending on the nature of the information. In total, our framework considers 

more than 400 individual factors. This generates a dynamic capital-based analytical tree, which covers 

the sustainable development challenges and opportunities faced by each nation, as well as its ability to 

sustain development under shocks and transition constraints, which in turn impacts its ability and 

willingness to make good on its debt. 

While all countries are analysed using the same capital domains, components and issues, the relative 

importance of these elements is calibrated to the specificities of each country, considering their particular 

relevance.  

Examples of the matters examined and types of KPIs used in the evaluation of the four domains of 

sovereign capital are provided below:  

• Natural Capital: Our Natural Capital KPIs are designed to assess how a country conserves 

and sustainably employs its natural resources. We evaluate how a country manages its 

interactions with global environmental challenges such as climate change, consumption of 

resources, stewardship of biodiversity, and waste handling.  

• Human Capital: Our KPIs in the Human Capital domain assess economic and creative 

productivity, by evaluating education and skill levels, innovation, health, labour participation 

rates and employment ratios, among other sustainability themes. 

• Social Capital: Social Capital indicators evaluate civil society and state institutions, including 

transparency and democracy, government effectiveness, corruption, inequalities, and the 

populations’ level of security. We monitor respect for human rights and civil liberties, primacy of 

the rule of law and absence of corrupt practices, as well as good democratic governance 

(democratic accountability, political stability, government & judicial effectiveness). 

• Economic Capital: In the Economic Capital domain, we conduct an assessment of a country’s 

economic capacity, in order to measure each government’s ability to finance and support 

sustainable policies over the long run. 

https://www.candriam.com/siteassets/medias/insights/sfdr-publications/engagevotingreport-en.pdf?v=496848
https://www.candriam.com/siteassets/medias/insights/sfdr-publications/engagevotingreport-en.pdf?v=496848
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In a first step, the analysis results in a Human Capital Score, a Natural Capital Score, a Social 

Capital Score and an Economic Capital Score. 

Importantly, our sovereign analytical framework reflects the urgency of dealing with the 

environmental challenges that our world faces, as well as the fact that most Natural Capital is finite 

and cannot be replaced by other forms of capital. Therefore, in a second step, the Human, Social and 

Economic Capital Scores of each country are each multiplied by the country’s Natural Capital Score. 

Thus, we obtain environmentally weighted Human, Social and Economic Capital Scores, 

which reflect how environmentally efficient a country is in developing its Human, Social and 

Economic Capitals. As a third step, the overall sustainability rating of a country is computed: It is 

the average of the three environmentally weighted capitals. Countries are ranked according to this 

arithmetic average. 

Our sovereign ESG analytical framework embeds the UN Sustainable Development Goals (UN SDGs), 

which are covered through the four sovereign capital domains. 

Furthermore, we examine whether countries carry specific risk through an in-depth negative 
screening, including:  

• Highly oppressive regimes and dictatorships :  based on external governance and human-rights 
datasets (such as World Bank's Governance Indicators), Candriam establishes a list of 
investment exclusions which covers countries where human rights are systematically violated, 
fundamental freedoms denied, and personal security compromised due to totalitarian regimes, 
or systemic government failure. 

• Countries listed on the Financial Action Task Force (FATF) List of High-Risk Jurisdictions 
subject to a Call for Action (Blacklist). 

For our Article 9 strategies, we apply an additional exclusion layer targeting countries ranking among 
the weakest in terms of political rights and civil liberties.  

Discretionary exclusions can also be applied to countries that are violators of international agreements 
or are likely to experience a material deterioration of their sustainability status, but such violations or 
deterioration are not yet reflected in the available data. 

Based on the two pillars described above, Candriam’s sovereign ESG analytical framework allows for 
an in-depth analysis of E, S, and G factors:  

- Environmental considerations undergo a comprehensive evaluation through the analysis 
of:  

• Natural capital, which evaluates how a country positively or negatively contributes 
to global environmental challenges. Themes examined include climate change, 
resource management, stewardship of biodiversity, and waste handling. 

• Economic capital, which assesses how a country manages its transition to a Net 
Zero Carbon economy and trade sustainability, which is the carbon intensity of 
trade flows.  

- Social considerations are evaluated through the analysis of: 

• Human capital examines for example education and skill levels, innovation, 
health & well-being, labour participation rates and employment ratios, satisfaction 
of basic needs among other sustainability themes. Labour rights, such as decent 
working conditions, absence of forced, child and slave labour, as well as the 
prevalence of discriminatory labour practices are more specifically monitored 
under this capital. 

• Social capital, which evaluates civil society and state institutions of each nation, 
including transparency and democracy, corruption, inequalities, and populations’ 
level of security. Freedom of Expression and Belief, Freedom of the Press, 
Freedom of Opinion and Expression, Human Rights & Civil Liberties, 
Associational and Organisational Rights, Freedom of Assembly, Freedom of 
Association and Collective Bargaining, Personal Autonomy and Individual Rights, 
Land, Property and Housing Rights, Right to Privacy, Security Forces and Human 
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Rights, Torture and other Ill Treatment, Minority Rights, Sexual Minorities, 
Women's and Girls' Rights are metrics that are considered in the Social Capital 
analysis and are pertinent to broad adherence to Human Rights norms on the 
part of investee countries.  

- Governance considerations are assessed through the examination of: 

• Economic capital, which measures each government’s ability to finance and 
support sustainable policies over the long run. 

• Social capital, which assesses a country’s ability to govern fairly and effectively 

 

 

2.3. Candriam’s ESG approach for supranational 

organisations and agencies 

Candriam conducts a norms-based analysis of supranational issuers and agencies. The purpose of this 

analysis is to determine whether or not a supranational entity or agency observes the ten principles of 

the United Nations Global Compact across four key domains: Human Rights, Labour, Environment, and 

Anti-Corruption.  

The analysis aims to identify supranational entities or agencies that significantly and repeatedly fail to 

uphold these principles. 
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3. Data Sources and methodological considerations 

 

3.1. Data sources  

As outlined above, the ESG Research & Analysis Team has developed its own ESG methodology, 

applied to governments, corporations and supranational organisations. Portfolio Managers then apply 

their respective investment processes to select issuers from this ESG universe. ESG Analysts use both 

internal and external research to inform their models.  

 

The team seeks to source information from a wide range of providers, as data from different sources is 

complementary. This reflects variations in coverage, methodologies and analytical approaches, which 

may lead to differences in views and final ratings. Taken together, these inputs enable Candriam’s ESG 

Analysts to form a more holistic view of an issuer. 

 

External ESG data providers are selected based on the quality and coverage of their research. Multiple 

sources are used to obtain complementary information and perspectives. Candriam’s ESG Analysts 

assess the quality of all external data used, as well as the underlying methodologies.  

 

ESG information used within Candriam’s analytical framework may also originate from publicly available 

disclosures (e.g. corporate disclosures, regulatory filings), including sustainability statements prepared 

under Directive 2013/34/EU and sustainability-related disclosures made under Regulation (EU) 

2019/2088. Such data is subject to internal validation, processing and integration procedures before 

being incorporated into Candriam’s ESG models, thereby reducing reliance on third-party data alone. 

 

ESG data is updated regularly depending on the publication cycle of the underlying sources. In practice, 

most external datasets are integrated periodically (e.g. weekly, monthly, bi-monthly or quarterly), 

additional updates may occur on an ad-hoc basis when material new information becomes available. 

For example, Carbon4Finance data is updated on a monthly basis; however, not all sectors are updated 

each month, as updates follow sector-specific cycles defined by the data provider.   

 

At the portfolio level, these data inputs are aggregated and recalculated on a daily basis within portfolio 

management and risk systems, to reflect the most recent holdings and ensure up-to-date monitoring of 

ESG metrics. 

 

Please find below an overview of the external ESG data providers used by the Team: 

 

a. Corporate issuers  

Data provider Scope Types of Screening Link 

Carbon4 Finance International Companies Environmental Data - 

Climate and Biodiversity 

https://www.carbon4.com/ 
 

Equileap International Companies Gender equality criteria https://equileap.org/ 

ISS International Companies 

 

  

Norms-based Criteria 

Controversial Activities – 

Weapons 

Sustainable Development 

Goals measurements 

https://www.issgovernanc

e.com/esg/ 

https://www.carbon4.com/
https://www.issgovernance.com/esg/
https://www.issgovernance.com/esg/
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Sustainalytics International Companies ESG Criteria – 

Controversial Activities – 

Norms-based Criteria 

–  EU Taxonomy 

https://www.sustainalytics

.com/ 
 

Urgewald International Companies Controversial Activities – 

Fossil fuel industry data     

GCEL 2023 | Global Coal 

Exit List 

Home | gogel 

S&P Trucost International Companies Environmental Data 

 

Greenhouse gas 

emissions, energy mix, 

percentage of exposure to 

fossil fuels, Physical Risk 

https://www.trucost.com/ 
 

MSCI ESG Research International Companies ESG Criteria – 

Controversial Activities – 

Norms-based Criteria 

–  PAI 

https://www.msci.com/esg

-integration 

CDP 
International Companies  Controversial Activities – 

Palm oil 

https://www.cdp.net/en/di

sclose/question-

bank/forests  

SPOTT 
International Companies Controversial Activities – 

Palm oil 

Palm oil: ESG policy 

transparency 

assessments - 

SPOTT.org | SPOTT.org 

LGX DataHub  

 

Fixed Income/Green Bonds  

 

Green bond certification  

 

https://www.luxse.com/discov

er-lgx  

 

 

Industry classification 

As explained in section 2, we recognise that the relationship between a company’s financial performance 

and ESG materiality is sector specific. The factors deemed material vary significantly across industries 

due to the unique characteristics, risks, and opportunities associated with each sector. To reflect this, 

our ESG Analysts develop sector models, allowing them to assign greater weight to the ESG factors 

most relevant to each context.  

The industry classification underlying this sector-based materiality assessment is based on the Global 

Industry Classification Standard (GICS), which is mapped internally to Candriam’s proprietary SRI 

Sector and Subsector classification. 

 

b. Countries, Supranational organisations and agencies issuing bonds. 

Data provider Scope Types of Screening Link 

RepRisk Sovereign Issuers ESG Country risk metrics 

and analysis 

https://www.reprisk.com/ 

Verisk MapleCroft Sovereign Issuers Country risk metrics and 

analysis 

https://www.maplecroft.co

m/ 

https://www.sustainalytics.com/
https://www.sustainalytics.com/
https://www.coalexit.org/
https://www.coalexit.org/
https://gogel.org/
https://www.trucost.com/
https://www.msci.com/esg-integration
https://www.msci.com/esg-integration
https://www.spott.org/palm-oil/
https://www.spott.org/palm-oil/
https://www.spott.org/palm-oil/
https://www.spott.org/palm-oil/
https://www.reprisk.com/
https://www.maplecroft.com/
https://www.maplecroft.com/
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PRS Group Sovereign Issuers Quantitative data, political 

risk and country risk 

ratings 

https://www.prsgroup.com

/ 

EDGAR Sovereign Issuers GHG intensity of investee 

countries 

EDGAR - The Emissions 

Database for Global 

Atmospheric Research 

 

Furthermore, we also source information from international organisations, NGOs, academic experts, 

sector federations or media. They are either an integral part of our ESG Sovereign framework or serve 

as additional information in analysis. 

These sources include: 

• World Bank databases, including from World Bank ESG database and WGI, which offers 

comprehensive, standardized cross-country indicators on macroeconomic performance, 

poverty, governance, infrastructure, and development outcomes 

• United Nations bodies such as the United Nations Food and Agriculture Organization 

(FAO) or the United Nations Development Programme (UNDP) which provide country-level 

data on development, food security, human development, natural resources, and institutional 

capacity 

• World Health Organisation (WHO) provides country-level data on health outcomes, health 

system capacity, epidemiological risks, and public health preparedness 

• International Labour Organisation (ILO) provides country-level data on labour markets, 

employment conditions, wages, social protection, and labour rights 

• Freedom House that measure of freedom and democracy, understood via electoral process, 

political pluralism, functioning government, rule of law etc. (https://freedomhouse.org/) 

• Transparency International (CPI), which  measures perception of public sector corruption. 

(https://www.transparency.org/) 

• Environmental Performance Index (EPI), which ranks countries according to how effectively 

they address environmental challenges 

• ND-Gain Index which assesses countries’ vulnerability to climate change and other global 

challenges in combination with their readiness to improve resilience 

 

3.2. Data limitations  

ESG data is still evolving and may present limitations in terms of availability, quality, and comparability. 

At Candriam, portfolio-level sustainability indicators are calculated using both internal methodologies 

and external data sources, which can introduce additional complexities. As a result, challenges may 

arise in the following areas: 

• Data Coverage  

ESG data is continuously improving; however, certain data may not be available for all issuers in a 

portfolio or benchmark. As a result, sustainability indicator scores at portfolio level may only be 

representative of the subset of issuers for which data is available. 

 

• Data granularity  

https://www.prsgroup.com/
https://www.prsgroup.com/
https://edgar.jrc.ec.europa.eu/
https://edgar.jrc.ec.europa.eu/
https://edgar.jrc.ec.europa.eu/
https://esgdata.worldbank.org/?lang=en
https://www.worldbank.org/en/publication/worldwide-governance-indicators
https://eur06.safelinks.protection.outlook.com/?url=https%3A%2F%2Ffreedomhouse.org%2F&data=05%7C02%7Cjorick.liebrand%40candriam.com%7C30ea30ed1e9e4305876508dea434bca4%7Cfd66b2a17a4f4875a3dff2adb0a621a5%7C0%7C0%7C639128743563654077%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=7hqvcVXI%2FAk7tn8w8in1J9EEO%2BvvyfedAdRbkoMQyYA%3D&reserved=0
https://eur06.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.transparency.org%2F&data=05%7C02%7Cjorick.liebrand%40candriam.com%7C30ea30ed1e9e4305876508dea434bca4%7Cfd66b2a17a4f4875a3dff2adb0a621a5%7C0%7C0%7C639128743563710068%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=2RZHORZt56A3nQzZSkYZe%2BWLKj1YhoJAY%2B8Zarqmd8w%3D&reserved=0
https://gain.nd.edu/our-work/country-index/rankings/
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For certain types of data, the necessary level of granularity is not always readily available. Data is 

generally available at issuer level but not always at instrument level.   

 

• Issuer mapping  

Regarding mapping between subsidiaries and parent companies, ESG data is not always available 

at the level of the specific issuer held, but can be mapped with ESG data from a reference company 

of the same group. This is the case when the relationship between the two companies is deemed 

relevant from an ESG standpoint.   

 

• Harmonised methodology  

For certain indicators such as temperature, the absence at this stage of common or harmonised 

definitions and hypotheses can make figures based on one provider’s methodology hard to compare 

to figures based on other provider’s methodologies. Thus, for the same portfolio, the temperature 

via one provider’s methodology could differ from the temperature via another provider’s 

methodology.  

 

In cases where detailed emissions data is not available, defined approaches are applied in line with 

the internal framework. To illustrate this, we can take the example of carbon footprint and intensity 

on green bonds, where today only a limited number of issuers disclose carbon data at the level of 

the projects financed. As a result, the analysis relies in part on external data covering operational 

emissions (Scope 1 and 2) and partial Scope 3 estimates. However, these data providers do not 

offer a Weighted Average Carbon Intensity (WACI) for green bonds, due to the absence of revenue 

data and a lack of established methodology. To address these limitations, a dedicated approach 

has been developed to estimate carbon metrics for green bonds across the portfolios. 

 

Under this approach, the carbon footprint is first calculated at bond level using available emissions 

and nominal data; where such data is unavailable, category averages (based on the CBI 

classification) or broader market averages are applied. A cap is then introduced to ensure that the 

green bond’s carbon footprint does not exceed that of the issuer’s conventional bonds, applied 

separately to Scope 1 & 2 and Scope 3 emissions before being  combined. 

 

For more information on metric limitations, product coverage, and metric definitions, please refer to 

Candriam’s ESG and Impact Indicators – Definitions and Methodology, available via 

https://www.candriam.com/siteassets/medias/insights/sfdr-publications/sfdr-esg-impact-indicators-

definitions_en.pdf?v=4a854f 

 

3.3. ESG data processes, governance and controls  

To limit data-related risks, Candriam has put in place data quality controls that are performed at several 

levels during each integration and aggregation of ESG data. At the stage of data integration into 

Candriam’s systems, data quality controls defined according to the data catalogue provided by external 

data providers are implemented to check data format validity and ensure data completeness, such as 

file import exhaustivity and issuer coverage variation. In addition, data quality and coherence are 

monitored at both issuer and portfolio level through the regular review of key sustainability indicators, 

such as carbon footprint and ESG scores, against predefined thresholds, supporting the identification, 

monitoring and management of potential issues. 

 

All spotted anomalies, such as missing data or data inconsistencies, are investigated internally and 

escalated to the source vendor where necessary. An internal process is also in place to overwrite data 

points where Candriam does not agree with an external provider’s value or where data is unavailable. 

https://www.candriam.com/siteassets/medias/insights/sfdr-publications/sfdr-esg-impact-indicators-definitions_en.pdf?v=4a854f
https://www.candriam.com/siteassets/medias/insights/sfdr-publications/sfdr-esg-impact-indicators-definitions_en.pdf?v=4a854f
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In addition, Candriam’s in-house ESG model enables analysts to conduct in-depth research on 

companies not covered by external providers, thereby reducing reliance on third-party data alone. 

 

ESG data providers are subject to ongoing monitoring by the ESG Investments & Research Team, 

including regular meetings to review methodology, data quality and developments.  More in-depth 

assessments may be conducted on a case-by-case basis, particularly in response to new data needs 

or concerns regarding a provider’s performance, such as lower-than-expected data quality. Candriam 

also regularly reviews and enhances its data quality framework through periodic committee oversight. 

 

In addition to external data providers, ESG Analysts may use artificial intelligence tools, such as the 

AlphaSense GEN AI module, to support their analytical work, including document review and information 

synthesis. At this stage, the use of such tools is limited to information extraction and analysis and does 

not involve model training or automated ESG scoring by Candriam. Any AI-generated output is subject 

to human oversight, critical assessment and validation by ESG Analysts before being incorporated into 

research conclusions or investment decisions. 

 

Finally, each sector and country are periodically analysed by assessing the evolution of sustainability 

trends, as well as the relevance and materiality of each model or framework used. The goal is to ensure 

that the models used by the analysts optimally reflect the sustainable development risks and 

opportunities affecting the sector in question. As companies are continuously monitored, they are 

subject to frequent updates within the framework of the sector model. 

 

For more information about Candriam’s ESG Governance framework, please refer to Candriam’s 

Integration policy, available via https://www.candriam.com/siteassets/medias/publications/sri-

publications---candriam-policies/candriams-integration-policy.pdf?v=4ada73 

 

ESG data integration and ESG investment universe  

On a monthly basis, each strategy and fund receives a monthly updated list of ESG-eligible issuers 

produced by Candriam’s in-house ESG Research & Analysis team, based on the firm’s proprietary ESG 

analysis framework described above.   

 

The eligible universe, which varies by process, is entered into the Constraints Server CharlesRiver© by 

our independent Risk Management Department, and checks are conducted to ensure compliance. 

Formal written policies are in place in cases where an issuer is removed from the eligible list, or where, 

in the opinion of the ESG specialist, a significant event requires review. 

 

ESG investment universes are loaded into the Constraints Server CharlesRiver© to make pre- and post-

trades controls feasible. Risk Management monitors portfolios for potential breaches of universe limits, 

as well as any other process, regulatory or contractual breaches. If any occur, breaches are reported to 

the Portfolio Managers for correction and to the Management and the Global Head of Responsible 

Investment and Research for information. Sustainability risks and ESG rules, including ESG universe 

eligibility, exclusions and ESG indicators, are monitored daily through dedicated systems. 

 

For more information, please refer to Candriam’s Sustainability Risk Management Policy, available via 

https://www.candriam.com/siteassets/medias/insights/sfdr-publications/candriam-sustainability-risk-

management-policy-en.pdf?v=4a6b5e 

 

https://www.candriam.com/siteassets/medias/publications/sri-publications---candriam-policies/candriams-integration-policy.pdf?v=4ada73
https://www.candriam.com/siteassets/medias/publications/sri-publications---candriam-policies/candriams-integration-policy.pdf?v=4ada73
https://www.candriam.com/siteassets/medias/insights/sfdr-publications/candriam-sustainability-risk-management-policy-en.pdf?v=4a6b5e
https://www.candriam.com/siteassets/medias/insights/sfdr-publications/candriam-sustainability-risk-management-policy-en.pdf?v=4a6b5e
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Disclaimer 

 

IMPORTANT INFORMATION 

This product disclosure is provided in compliance with article 10 of SFDR. It contains information about the 

investments, methodologies and policies described by Candriam for the management of financial products 

referred to in article 8 or article 9 of SFDR. Such product disclosure must be read in addition to the 

information on the sustainability aspects of Candriam products which are available on each product 

webpage at www.candriam.com. The decision to invest in a financial product must take into account all the 

characteristics and objectives of the product as described in its legal or contractual documentation 

This product disclosure may evolve from time to time. Although Candriam carefully selects the data and 
sources within this document, errors or omissions cannot be excluded a priori. Candriam cannot be held 
liable for any direct or indirect losses as a result of the use of this document. The intellectual property rights 
of Candriam must be respected at all times, contents of this document may not be reproduced without prior 
written approval. 

https://www.candriam.com/en-fr/professional/insight-overview/publications/

