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ESG in fixed income – sustainably preserving and adding value 

 
Massive economic, social, and environmental challenges, such as finite re-

sources, increasing inequality, and ongoing climate change, contribute to in-

creased pressure on asset managers – as more clients expect us to integrate 

sustainability considerations into our investment processes. Likewise, we are 

convinced of the importance of considering sustainability. In this issue of In-

sights, we present our multi-layered approach to integrating environmental, 

social and governance (ESG) factors in our fixed income investment ap-

proach. 

 

Traditionally, sustainable investing has primarily focused on the equity side and has 

only in recent years developed more on the bond side – also due to greater complex-

ity. Bonds are issued not only by companies, but also by governments and institu-

tions, where a comprehensive sustainability assessment is more complicated. Sus-

tainability-linked or project-related bonds such as green and social bonds can be sus-

tainable investments, even if the issuer itself does not yet meet all sustainability re-

quirements.  

 

This complexity necessitates a differentiated ESG approach to fixed income invest-

ments, and we meet this challenge by integrating material ESG factors into credit 

analysis, through direct exchange with issuers, and through dedicated analysis of 

companies and project-related bonds for their positive impact. 

 

ESG in fixed income: our approach  
Credit analysis considering material ESG factors 

Fixed income investors face particular challenges in defining and implementing a 

comprehensive ESG approach. The complexity is increased, among other things, by 

the large number of issuer types that can issue bonds, which include not only com-

panies but also states and supranational actors. In addition, fixed income investors 

have a stronger focus on risk due to their investment approach and do not participate 

in the exploitation of ESG opportunities to the same extent as equity investors. 

However, due to the often long-term orientation of fixed income investors, it is all 

the more important to take ESG risks into account when making investment deci-

sions. 

 

Therefore, our focus for ESG integration in our fixed income investment process is 

on identifying the material factors that can lead to significant financial risks and need 

to be taken into account when assessing credit risks. To do this, we combine sus-

tainability data from external providers and organisations with internal analysis to 

arrive at a comprehensive assessment. At the same time, depending on the type of 

issuer (corporate or sovereign), we apply a dedicated analytical framework that takes 

into account the specifics of each. 

  

I N S I G H T S  –  E S G  I N  F I X E D  I N C O M E

The following publications are part of the 

Berenberg Funds and Solutions series: 

 

Spotlight 

► Insights 

Equities 

Fixed Income 

Multi Asset 

Systematic Solutions 

Overlay 

Sustainability 

Consulting 

 

Within Insights we provide you with a deeper 

understanding of our investment philosophy and 

thinking. 

Our FAQs on terms and questions around 

sustainability and ESG can be found at 

www.berenberg.de/en/esg-faq. 

 

http://www.berenberg.de/en/esg-faq
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J a n u a r  2 0 2 1Complexity requires a multi-layered approach 

The complexity of the fixed income market is reflected in the number of different 

issuer types as well as in different bond types and influences the ways and depth of 

the consideration of ESG factors in the investment process. 

 

Bonds from the sovereign and quasi-sovereign sector, for example, represent a sep-

arate sub-sector of ESG integration with specific challenges. Here, too, the aim is 

usually to better assess risks based on additional information on social and environ-

mental aspects. Unlike companies, however, states are more complex constructs 

without clearly defined business activities, a direct communication channel such as 

investor relations departments in companies is often lacking and direct escalation 

mechanisms in the event of unsatisfactory discussion results are limited. Despite this, 

we see the need for a dedicated ESG analysis and dialogue on sustainability aspects 

and want to continuously expand existing and new approaches and channels. 

 

With project-related bonds such as green and social bonds, another level of ESG 

integration in fixed income investments is added. These bonds explicitly serve to 

finance environmentally or socially sustainable projects and can thus support a pos-

itive impact regardless of the issuer. Within our proprietary Berenberg Net Impact 

Model, we analyse these bonds for their positive impact and contribution to solving 

four global challenges. 

 

For a long time, active ownership, i.e. the active influence of investors on issuers, 

was considered relevant only for equity investors, especially due to the lack of voting 

rights in fixed income investments. In the meantime, however, fixed income inves-

tors, like us, have increasingly addressed the issue and explored possibilities and 

mechanisms to live active ownership beyond the exercise of voting rights – because 

fixed income investors represent an important provider of capital for many issuers.   
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J a n u a r  2 0 2 1Progress in our fixed income management since the setup of the ESG Office 

in 2018 

2018 

• Launch: “Berenberg Sustainable EM Bonds”  

• Signatory: United Nations supported Principles for Responsible Investment 

(PRI) 

• Member: International Corporate Governance Network (ICGN) 

 

2019 

• Exclusion: Companies with very severe ESG controversies  

• Supporter: KnowTheChain initiative  

 

2020 

• PRI Rating: “A+” for Strategy & Governance; “A” for other categories 

• Launch of Positive Impact fund: Berenberg Sustainable Euro Bonds 

 

2021 

• Further development: Exclusion criteria 

• Publication: Active Ownership Report  

• Development: Berenberg Net Impact Model  

• Supporter: Access To Medicine Foundation  

• Launch of Positive Impact Fund: Berenberg Sustainable EM Bonds and Beren-

berg Sustainable Euro Bonds 

 
Maintaining a sustainable dialogue: internally and externally 

We build on a culture of supportive collaboration between all stakeholders. Inter-

nally, our portfolio managers and investment specialists closely collaborate with the 

experts in our ESG Office. Our open dialogue allows us to incorporate industry 

knowledge, experience and current developments into our ESG philosophy and ap-

proach, and to develop them further on an ongoing basis. Ultimately, this enables us 

to integrate a contemporary and multi-layered ESG approach into our portfolio 

management. 

 

Externally, we aim for a constructive dialogue with companies, issuers and providers 

of third-party products in which we are invested or considering an investment. Our 

aim is to incorporate the findings into our ESG analyses, to highlight ESG risks, to 

avoid potential damage, and to encourage companies to consistently meet their re-

sponsibility towards society and the environment. 

 

ESG in fixed income: our tools 
We exclude bonds issued by companies that do not meet our minimum ESG stand-

ards. The same applies to government bonds based on corresponding ESG exclusion 

criteria for countries. In our investment selection, E, S and G factors are integrated 

into the credit analysis and through our active dialogue with invested companies and 

issuers we exert influence with the aim of ultimately inducing positive change. 

 

The specific application of the ESG instruments described below depends on the 

internal ESG product category (see page 5 et seq.). 

 

 

 

 

The ESG Office defines our principles and 

strategies for sustainable investment in our 

Wealth and Asset Management division. It 

plays a key role in driving the integration of 

ESG criteria into the investment process. 
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J a n u a r  2 0 2 1Screening: Berenberg ESG minimum standard  

The ESG exclusion approach filters out companies associated with certain products 

or activities, such as controversial weapons or thermal coal mining and power gen-

eration. We also apply exclusion criteria to government bonds. The Berenberg ESG 

exclusion criteria set a minimum standard from an ESG perspective that investments 

must meet in order to be investable for the portfolio and differ depending on the 

internal ESG product category. We regularly revise and specify our exclusion criteria 

(most recently in 2021).  

 

Flagging: ESG controversy monitoring 

As part of our ESG controversy monitoring, we identify companies that are associ-

ated with severe or very severe ESG controversies. We exclude all companies that 

are involved in very severe ESG controversies ("red flag") from any investment. In 

the case of severe ESG controversies ("orange flag"), the portfolio management en-

ters into direct contact with the company ("engagement", see also below), both in 

the case of existing holdings and in the case of potential new investments, in order 

to analyse the controversy with the company and make a final investment decision 

based on this. 

 

Risk management — executed in three steps 

 
 

Research: ESG data analysis 

For our ESG analysis, we rely on our internal research and dialogue with companies 

and issuers. We also use third-party providers. ESG data from external providers is 

an important input factor in a comprehensive ESG analysis. However, we do not 

rely purely on this information but review the results and evaluate them with the 

companies and issuers if necessary. Besides ESG compliance, long-term profitability 

remains the decisive selection factor. 

 

Engagement: exchange with companies, issuers and asset managers 

Our close contact with companies and issuers continuously improves our under-

standing of sustainability. As part of our engagements, we encourage them to con-

sistently fulfil their responsibilities towards society and the environment. 

  

Ausführliche Informationen zu Berenberg WAM 

ESG-Ausschlusskriterien finden Sie unter 

http://www.berenberg.de/esg-publikationen  

Our Berenberg WAM Engagement Policy and our 

Active Ownership Report can be found at 

www.berenberg.de/en/esg-publications.  

http://www.berenberg.de/esg-publikationen
http://www.berenberg.de/en/esg-publications
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At Berenberg Wealth and Asset Management, we offer various ESG investment 

strategies with different degrees of ESG consideration to account for diverse client 

needs across the different asset classes equity, fixed income and multi asset. In fixed 

income, we offer products in our categories ESG Screened and ESG Targeted & 

Impact Focused. Additionally, we can offer special funds and special mandates with 

individual criteria in the category ESG Integrated.  

 

Our product categories: sustainability in three steps 

 
 

ESG Screened – fixed income funds with monitoring of ESG risks 

Our ESG Screened strategies are based on the exclusion and restriction of certain 

activities in order to minimize material ESG risks. The general Berenberg WAM 

ESG exclusion criteria, including the exclusion of companies with very severe ESG 

controversies, are applied for strategies and products in this category. 

 

ESG Targeted & Impact Focused – fixed income funds with ESG targets or 

with a focus on positive impact 

Our ESG Targeted & Impact Focused strategies apply targeted ESG approaches, 

such as positive screening based on a variety of ESG or impact factors. Additional 

and stricter ESG exclusion criteria, the extended Berenberg WAM ESG Exclusion 

Criteria, are applied to further restrict investments in activities that, inter alia, do not 

support a positive impact. ESG Targeted strategies aim for specific ESG targets. We 

implement this approach in the mutual fund Berenberg Sustainable EM Bonds. 

 

Impact Focused strategies only include project-related investments such as green 

bonds and social bonds that have a measurable positive impact on society or the 

environment, as well as issuers that contribute to solving global challenges through 

products, services or financed projects. We implement this approach in the mutual 

fund Berenberg Sustainable Euro Bonds. 

 

Our fixed income funds can be grouped into our internal ESG categories as shown 
in the table below. 
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Information on these and other Berenberg Fixed 

Income funds can be found at 

www.berenberg.de/en/funds. 

http://www.berenberg.de/en/funds
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J a n u a r  2 0 2 1Focus on ESG targets: Berenberg Sustainable EM Bonds 

The Berenberg Sustainable EM Bonds invests in emerging market bonds and, with 

its sustainability focus, creates environmental and social added value. By selecting 

sustainable government and corporate bonds, the strategy avoids specific ESG risks 

and exhibits significantly less volatile performance characteristics compared to the 

benchmark and classic emerging market bond strategies. The selection of individual 

securities is based on more than 40 exclusion criteria as well as fixed threshold values 

for certain ESG criteria. Countries and companies are considered in a differentiated 

manner. This means that companies can also be selected from countries, which 

themselves would not be assessed as sustainable. In addition to the exclusion of 

countries and companies that violate our criteria, we rely on a holistic ESG approach 

that, in addition to classic credit ratings and dedicated ESG ratings, also includes an 

in-depth bond-specific fundamental analysis. In 2021, we applied for the FNG Label 

with the Berenberg Sustainable EM Bonds. The award of two out of a maximum of 

three possible stars confirms the fund's holistic approach to integrating ESG criteria 

into the selection of securities. 

  
Focus on positive impact: Berenberg Sustainable Euro Bonds 

With the Berenberg Sustainable Euro Bonds fund we complement ESG integration 

with a targeted positive impact to contribute to the solution of global challenges. The 

strategy is a sustainable bond fund with a focus on investment-grade EUR-

denominated bonds. Based on a multi-stage investment process, the fund invests in 

bond issuers and earmarked bonds (especially green and social bonds) that make a 

positive contribution to solving global challenges. We also applied for the FNG La-

bel with the Berenberg Sustainable Euro Bonds in 2021. The award of three stars 

confirms the fund's comprehensive approach with a focus on positive impact. 

 

 

Four global challenges that we pursue in Berenberg Sustainable Euro Bonds 

through our investments in selected companies, issuers, and project-related 

investments: 

 
 
We use the proprietary Berenberg Net Impact Model to quantify the positive and 

potentially negative impact that our portfolio positions generate in relation to the 

four global challenges shown above. The UN Sustainable Development Goals 

(SDGs) are the starting point for this are, whereby we focus on the SDGs that we 

consider investable.  

 

The Berenberg Sustainable EM Bonds was 

awarded the FNG Label 2022 and received two 

out of three possible stars. 

The Berenberg Sustainable Euro Bonds was 

awarded the FNG Label 2022 and received two 

out of three possible stars. 

https://www.berenberg.de/funds/berenberg-sustainable-euro-bonds
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J a n u a r  2 0 2 1To determine the impact of portfolio positions, we have defined specific indicators 

that are analysed and assigned a score for each portfolio position. The score is 

summed up at issuer/investment level and finally aggregated at portfolio level. We 

have defined fixed evaluation frameworks and use both quantitative and qualitative 

data. 
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J a n u a r  2 0 2 1ESG in fixed income: our reporting and transparency 

We report regularly on our ESG activities, at both consolidated level and product-

specific level. At the consolidated level, this includes a regular update on all relevant 

policies and guidelines, an annual Active Ownership Report and news on our ESG 

approach. This information and documents can be found on our website at 

www.berenberg.de/esg-publications. 

 

We report on relevant ESG and impact metrics at the product level and on the ap-

proach applied - in fund factsheets and dedicated reports - depending on the type 

and focus of the respective product. This reporting can be found on our website at 

www.berenberg.de/esg-investments. 

 

We are continuously expanding fund-specific reporting on ESG and sustainability 

factors, taking account of regulatory requirements, and making our reporting availa-

ble to our clients in a structured and consistent manner. 

http://www.berenberg.de/esg-publications
http://www.berenberg.de/esg-investments
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DISCLAIMER 
This information is a marketing communication. This information and references to issuers, financial instruments or financial 

products do not constitute an investment strategy recommendation pursuant to Article 3 (1) No. 34 Regulation (EU) No 

596/2014 on market abuse (market abuse regulation) nor an investment recommendations pursuant to Article 3 (1) No. 35 

Regulation (EU) No 596/2014, both provisions in connection with section 85 (1) of the German Securities Trading Act 

(WpHG). As a marketing communication this document does not meet all legal requirements to warrant the objectivity of in-

vestment recommendations and investment strategy recommendations and is not subject to the ban on trading prior to the 

publication of investment recommendations and investment strategy recommendations. This document is intended to give you 

an opportunity to form your own view of an investment. However, it does not replace a legal, tax or individual financial ad-

vice. Your investment objectives and your personal and financial circumstances were not taken into account. We therefore 

expressly point out that this information does not constitute individual investment advice. Any products or securities described 

may not be available for purchase in all countries or only in certain investor categories. This information may only be distrib-

uted within the framework of applicable law and in particular not to citizens of the USA or persons resident in the USA. The 

statements made herein have not been audited by any external party, particularly not by an independent auditing firm. Any 

future returns on fund investments may be subject to taxation, which depends on the personal situation of the investor and 

may change in the future. Returns on investments in foreign currencies may increase or decrease due to currency fluctuations. 

In the case of investment funds, you should always make an investment decision on the basis of the sales documents (key in-

vestor document, sales prospectus, current annual, if applicable, semi- annual report), which contain detailed information on 

the opportunities and risks of the relevant fund. In the case of securities for which a securities prospectus is available, invest-

ment decisions should always be made on the basis of the securities prospectus, which contains detailed information on the 

opportunities and risks of this financial instrument, otherwise at least on the basis of the product information document. An 

investment decision should be based on all characteristics of the fund and not just on the suitability-related aspects . All the 

aforementioned documents can be obtained from Joh. Berenberg, Gossler & Co. KG (Berenberg), Neuer Jungfernstieg 20, 

20354 Hamburg, Germany, free of charge. The fund sales documents and the product information sheets for other securities 

are available via a download portal using the password »berenberg« at the Internet address https://docman.vwd.com/por-

tal/berenberg/index.html. The sales documents of the funds can also be requested from the respective investment manage-

ment company. We will be pleased to provide you with the specific address details upon request. A fund investment involves 

the purchase of shares in an investment fund, but not a specific underlying asset (e.g. shares in a company) held by that fund. 

The statements contained in this document are based either on own company sources or on publicly accessible third-party 

sources, and reflect the status of information as of the date of preparation of the presentation stated below. Subsequent 

changes cannot be taken into account in this document. The information given can become incorrect due to the passage of 

time and/or as a result of legal, political, economic or other changes. We do not assume responsibility to indicate such changes 

and/or to publish an updated document. Please refer to the online glossary at www.berenberg.de/glossar for definitions of the 

technical terms used in this document. Date 18.07.2022 
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