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This Supplement contains specific information in relation to 
The NT EM Local Currency Government ESG Bond Index 
Fund (the “Fund”), a sub-fund of Northern Trust Investment 
Funds plc (the “Company”) an open-ended investment 
company with variable capital established as an umbrella 
fund with segregated liability between Funds governed by the 
laws of Ireland and authorised by the Central Bank of Ireland 
(the “Central Bank”). 

 

This Supplement forms part of and should be read in 
conjunction with the Prospectus. 

 

The Directors of the Company, whose names appear in the 
Management and Administration section of the 
Prospectus, accept responsibility for the information 
contained in the Prospectus, this Supplement and the Annex. 
To the best of the knowledge and belief of the Directors (who 
have taken all reasonable care to ensure that such is the 
case) such information is in accordance with the facts and 
does not omit anything likely to affect the import of such 
information. The Directors accept responsibility accordingly. 

 
Words and expressions defined in the Prospectus shall, 
unless the context otherwise requires, have the same 
meaning when used in this Supplement. 
 
The Fund meets the criteria pursuant to Article 8 of the 
Sustainable Finance Disclosure Regulation (Regulation 
EU/2019/2088) as amended ("SFDR") to qualify as a financial 
product which promotes, among other characteristics, 
environmental or social characteristics, or a combination of 
those characteristics and provided that the companies that 
the Fund invests in follow good governance practices. Please 
refer to the Annex appended hereto which has been prepared 
for the purpose of meeting the specific financial product level 
disclosure requirements contained in SFDR applicable to an 
Article 8 Fund. 

 

An investment in the Fund should not constitute a 
substantial proportion of an investment portfolio and 
may not be appropriate for all investors. 

 
The Fund may invest in financial derivative instruments 
(FDI) for efficient portfolio management purposes (as 
detailed below). See section titled “Leverage” for details 
of the leverage effect of investing in FDI. 

 
A Repurchase Charge of up to 2% of the repurchase 
price may be charged by the Directors in their discretion 
on the repurchase of Shares. The difference at any one 
time between the sale and repurchase price of Shares 
means that the investment should be viewed as medium 
to long term. 
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INVESTMENT OBJECTIVE AND POLICIES 
 

Investment Objective 

The investment objective of the Fund is to closely match the 
risk and return characteristics of the Bloomberg Emerging 
Market Debt Local Currency Sustainable Low Carbon Index 
(the Index). Any change of index shall only be made with the 

prior approval of the Shareholders. 
 

Investment Policies 

The Fund seeks to achieve its investment objective through 
investment in investible local currency bonds issued by the 
governments of emerging market countries that are 
constituents of or are eligible as constituents of the Index. 
The Fund may also invest in securities which were previously 
constituents of the Index but are no longer eligible for 
inclusion in the Index where they have less than one year to 
final maturity. Such securities are otherwise eligible for 
inclusion in the Index and so are included for investment 
purposes. Such securities shall be listed on stock exchanges 
or regulated markets in countries (within the list of Markets 
set out in Appendix I of the Prospectus) comprised within the 
Index, details of which are set out under the heading Index 
Description below. The Fund may also from time to time 

invest in freely transferable Debt and Debt Related 
Securities, supranational bonds which may be rated or 
unrated, fixed rate or floating rate and will be issued by public 
international bodies (of which one or more of the EEA 
member states are members) and bond futures that are not 
included in the Index in order to achieve its investment 
objective. Any such substitute instrument is selected using 
proprietary tools with the selection process focusing on 
instruments of similar currency, duration and credit quality to 
the Index constituent being replicated. 

 
The Fund may also invest (up to 10% of its Net Asset Value) 
indirectly in such securities through holdings in open- ended 
collective investment schemes (including exchange traded 
funds) that satisfy Regulation 4(3) of the Regulations. 

 
The Fund may not invest in any securities directly issued by 
any government that is subject to global sanctions from the 
United Nations or which appears on the Consolidated United 
Nations Security Council Sanctions List. 

 

It is not anticipated that investments that are listed or traded 
in Russia will normally constitute a substantial element of the 
Fund and shall not in any event exceed 10% of the Net Asset 
Value of the Fund based on the concentration rules of the 
Index. Investment will only be made in securities that are 
listed/traded on the Moscow Exchange. 
 
The Fund may also invest in the China Interbank Bond 
Market (CIBM) via the arrangement between Hong Kong and 
the People's Republic of China (PRC) that enables Chinese 
and overseas investors to trade various types of debt 
securities in each other's bond markets through connection 
between the relevant respective financial infrastructure 
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institutions (Bond Connect). 
 

 

Index Tracking Strategy 

The Fund operates an index tracking strategy whereby it 
seeks to track the risk and return characteristics of the Index 
by investing directly in securities that are Index constituents 
or eligible as Index constituents (i.e. a physical replication 
model). The Fund does not seek to fully replicate the Index 
but instead seeks to construct a representative sample 
portfolio to obtain representative exposures in segments of 
the Index as well as to the overall Index (i.e. a stratified 
sampling technique) within the scope of the Fund's 
investment restrictions. The prime criterion for selecting 
securities is their suitability in terms of achieving the 
investment objective of the Fund to closely match the risk 
and return characteristics of the Index. In addition in 
selecting these securities factors relevant to the investment 
strategy of the Fund will also be taken into account including 
their liquidity. The portfolio is constructed by reweighting the 
constituent countries in the Index to maximise an overall 
fiscal strength and promote strong governance scores, 
while reducing exposure to those constituent countries with 
the highest carbon emissions, intensity and trends. Country 
–level carbon measures are applied to reduce carbon 
impact and mitigate the risk of climate change.  Accordingly, 
investment in the Fund should not be considered to provide 
a direct exposure to the Index. In normal market conditions 
the Fund can be expected to closely match the performance 
of the Index with a potential difference of up to 1% annually. 
The Fund’s ability to track the index will be affected by Fund 
expenses and transaction costs tied to the stratified 
sampling approach. Employing a stratified sampling 
approach can result in individual security overweights and 
underweights as the Fund will strive to achieve 
representative exposure in the more liquid and accessible 
sectors of the Index. 

 
As the Fund does not pursue a synthetic index replication 
strategy, there is no corresponding counterparty risk related 
to the index replication strategy 

 

Index Description 

The Index measures the performance of investible local 

currency emerging markets bonds using the Bloomberg 

Barclays EM Local Currency Government 10% Country 

Capped B3 and better Index (the “Parent Index”) as the 

starting universe. The Index methodology aims to provide a 

reweighting of each of the constituent countries so as to 

maximise a fiscal strength and governance score, while 

aiming to promote environmental factors by reducing 

exposure to those constituent countries with the highest 

carbon emissions measured by the carbon emission score 

and carbon intensity score of each constituent country.  

An optimization process is used to meet the objectives above 

whilst aiming to respect at the same time defined constraints; 

in particular: 

1. a country index’s yield and duration maximum deviation 

from those in the Parent Index; 

2. a turnover constraint to limit the cumulative deviation of 

the monthly changes in weights for all constituent 

countries with respect to the turnover of the Parent 

Index; 

3. weight bounds for each constituent country to limit the 

deviation from their weights in the Index and an overall 

weight total constraint to ensure that the all weights of 

the constituent countries sum up to 100%. 

As at the date of this Supplement, eligible countries for 
inclusion in the Index are Brazil, Chile, China, Colombia, the 
Czech Republic, Hungary, Indonesia, Israel, South Korea, 
Mexico, Malaysia, Peru, Philippines, Poland, Romania, 

Russia, Thailand, Turkey and South Africa. Countries which 
are included in the Index must have a sovereign rating of at 
least B3 or equivalent as per the Parent Index ratings 
methodology. Bonds which are included in the Index must 
have at least one year until final maturity. 

 
The Index is rebalanced at each month end. The rebalancing 
frequency will have minimal impact on the strategy of the 
Fund or on transaction costs associated  with the Fund as 
any rebalancing is not expected to require any higher 
frequency of position turnover in the Fund than would 
otherwise be the case. 

 
Further details of the Index constituents, weightings and 
methodology can be navigated to from the following links: 

 

 
https://www.bloomberg.com/markets/rates-
bonds/bloomberg-fixed-income-indices 

 

In accordance with Regulation (EU) 2016/1011 on indices 
used as benchmarks in financial instruments and financial 
contracts or to measure the performance of investment funds 
(the EU Benchmarks Regulation) the Investment Manager 

has, on behalf of the Manager, put in place written plans which 
would enable the Fund to reference an alternative index, 
should the Index cease to be provided. 

 
The Index used by the Fund in accordance with Article 
3(1)(7)(e) of the EU Benchmarks Regulation is to be provided 
by an administrator either included in the register referred to 
in Article 36 of the EU Benchmarks Regulation or availing of 
the transitional arrangements pursuant to Article 51 of the EU 
Benchmarks Regulation. 

 

PROFILE OF A TYPICAL INVESTOR 
 
 
The Fund is designed for institutional investors including, but 

not limited to: national and multi-national corporations, 

pension funds, insurance companies, sovereign wealth funds, 

charities and fiduciary managers. A typical investor is a 

sophisticated investor prepared to accept medium to high 

volatility. A typical investor will be seeking to achieve 

exposure to the performance of local currency emerging 

markets debt markets, prepared to accept the risks associated 

with an investment of this type and seeking to achieve a return 

on investment in the medium to long term. 

 

INVESTMENT RESTRICTIONS 

The general investment restrictions set out under the heading 
Investment Objective and Policies of the Funds – Investment 
Restrictions in the Prospectus shall apply. 

 
It is noted in particular that the Fund may not invest more than 
10% of net assets in collective investment schemes on 
aggregate. 

 

USE OF EFFICIENT PORTFOLIO MANAGEMENT 
TECHNIQUES, FINANCIAL DERIVATIVE 
INSTRUMENTS AND SECURITIES FINANCING 
TRANSACTIONS 
The purpose of efficient portfolio management should be in 
line with the best interests of Shareholders and is to achieve 



PMK/664916-000002/19190124v31 

 
 
 

NTAC:3NS-20 NTAC:3NS-20 

one or more of the following: the reduction of risk, the 
reduction of costs, and the generation of additional capital or 
income for the Fund with no, or with an acceptably low level 
of risk. 

 
The Fund may use the following Financial Derivative 
Instruments (FDI) futures and spot and forward foreign 

exchange contracts (including non deliverable forwards) for 
the purpose of gaining exposure to local currencies for 
efficient portfolio management purposes. Further details of 
the techniques and instruments that the Fund may employ 
for efficient portfolio management purposes are set out in the 
Efficient Portfolio Management, Financial Derivative 
Instruments and Securities Financing Transactions 

section of the Prospectus. 
 

The Fund may use securities lending transactions in 
accordance with the requirements of SFTR and the Central 
Bank Rules. Any type of assets that may be held by the 
Fund in accordance with its investment objective and 
policies may be subject to such Securities Financing 
Transactions. The maximum proportion of the Fund's 
assets that can be subject to Securities Financing 
Transactions will be 100%, i.e. all of the assets of the Fund 
and the expected proportion of the Fund's assets that can 
be subject to Securities Financing Transactions will be 
100%. Use of repurchase/reverse repurchase agreements 
and Total Return Swaps by the Fund is not envisaged. In 
any case the most recent semi-annual and annual report of 
the Company will express as an absolute amount and as a 
percentage of the Fund's assets the amount of Fund assets 
subject to Securities Financing Transactions. 

 

Collateral or margin may be passed by the Fund to a 
counterparty or broker in respect of Efficient Portfolio 
Management Techniques or Securities Financing 
Transactions. Please refer to the section of the Prospectus 
entitled "Collateral Policy" for further details. 

 

The use of FDI and Securities Financing Transactions for 

the purposes outlined above may expose the Fund to the 
risks disclosed under the section of the Prospectus titled 
Risk Factors. 

 
LEVERAGE 
Global exposure and leverage as a result of its investment 
in FDI as described above shall not exceed 100% of the Net 
Asset Value of the Fund. Global exposure will be measured 
using the commitment approach. 

 

BORROWINGS 
In accordance with the general provisions set out in the 
Prospectus under the heading Investment Objectives and 
Policies of the Funds – Borrowing and Lending Powers 

the Fund may borrow up to 10% of its net assets 
on a temporary basis. 

 

RISK FACTORS 
The general risk factors set out under the heading Risk 
Factors section of the Prospectus apply to the Fund. 

 
Russian Markets 

There are significant risks inherent in investing in Russia. 
There is no history of stability in the Russian market and no 
guarantee of future stability. The economic infrastructure of 
Russia is relatively underdeveloped and the country 
maintains a high level of external and internal debt. Tax 
regulations are ambiguous and unclear and there is a risk of 
imposition of arbitrary and onerous taxes. Banks and other 

financial systems are not well developed or regulated and as 
a result tend to be untested and have low credit ratings. 
Bankruptcy and insolvency are a commonplace feature of the 
business environment. Foreign investment is affected by 
restrictions in terms of repatriation and convertibility of 
currency. The concept of fiduciary duty on the part of a 
company’s management is generally non- existent. Local 
laws and regulations may not prohibit or restrict a company’s 
management from materially changing the company’s 
structure without shareholder consent. Foreign investors 
cannot be guaranteed redress in a court of law for breach of 
local laws, regulations or contracts. Regulations governing 
securities investment may not exist or may be applied in an 
arbitrary and inconsistent manner. 

 

Economic Factors 

Despite improvement in the long-term prospects of certain 
emerging market economies, these economies in general 
differ from the economies of western countries in many 
respects, including, for example, the general level of 
economic development, unemployment, wealth distribution, 
rate of inflation, volatility of the rate of growth and inflation, 
level of capital reinvestment, resource self-sufficiency, 
dependency on foreign trade and balance of payments 
position. In particular, many of these countries have high 
levels of external debt, and their economies have historically 
experienced sustained periods of extremely high inflation, 
and some economies continue to do so. Many emerging 
market countries are currently experiencing severe economic 
dislocation, including high real interest rates and 
unemployment, declining equity values, illiquid capital 
markets, declining GDP, and capital flight. Although such 
dislocations may be short-term, there can be no assurance 
that emerging market economies will improve, or that 
historical rates of inflation will not return. Moreover, while 
emerging market countries have made substantial progress 
in implementing economic reforms, including privatisation, 
trade liberalisation and lifting restrictions on capital flows, the 
reform process is not complete. In the past, emerging market 
governments have imposed wage and price controls, 
exchange controls, and have nationalized or strictly regulated 
key industries, and such governments may take similar 
actions in the future, which could adversely affect the Fund. 
Emerging market companies are experiencing a more 
competitive environment, and a process of consolidation, 
downsizing and modernisation is underway, all of which are 
contributing to significant increases in unemployment and 
levels of bankruptcies. 

 
As the Fund may use certain derivatives for efficient portfolio 
management purposes it should be noted that the use of 
derivatives involves risks different from, or possibly greater 
than, the risks associated with investing directly in securities 
and other investments. They also involve the risk of mispricing 
or improper valuation and the risk that changes in the value of 
the derivative may not correlate perfectly with the underlying 
asset or index. 

 

Sanctions 

In the event that any constituents of the Index are issued by 
countries that subsequently become subject to sanctions 
imposed by the United Nations, the Investment Manager 
shall sell such constituent as soon as practicable and shall 
refrain from purchasing such constituent until such time as 
the relevant sanction is lifted. Sanctions may lead to a 
deviation in performance of the Fund relative to the Index. 

 
Investing through Bond Connect 

 

Investing in China is subject to the risks of investing in 
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emerging markets and may expose investors to the following 
risks: 

 
CIBM Risk  

 

CIBM is a financial derivative instrument dealt in an OTC 
market separate to the two main stock exchanges in China. 
On the CIBM institutional investors' trade sovereign and 
corporate bonds on a one-to-one quote-driven basis. The 
CIBM accounts for more than 95% of outstanding bond 
values of total trading volume in China. The CIBM is 
regulated and supervised by the PRC. Investors should be 
aware that China’s bond market is still in development and 
trading on the CIBM may expose the Fund to increased risk. 

 
Liquidity risk  

 

The bid and offer spread of fixed income securities trading 
on the CIBM may be high. The Fund may therefore incur 
significant trading costs and may even suffer losses when 
selling such investments. In the absence of a regular and 
active secondary market, the Fund may not be able to sell 
its bond holdings at prices the Investment Manager 
considers advantageous and may need to hold the bonds 
until their maturity date. 

 
Settlement risk 

 

The transaction settlement method in the CIBM is for 
delivery versus payment of security by the counterparty. 
Where the counterparty does not perform its obligations 
under a transaction, the Fund may sustain losses. 

 
Bond Connect risk  
 

Bond Connect is a novel trading program in China. Because 
these laws, regulations and rules governing the Bond 
Connect program are recent, their interpretation and 
enforcement involve significant uncertainty. Any changes in 
laws, regulations and policies of the China bond market or 
rules in relation to Bond Connect may affect prices and 
liquidity of the relevant CIBM bonds and there is no 
assurance that the change will not be made in a way 
prejudicing the interests of the Fund. Moreover, Bond 
Connect and its technology and risk management capability 
have only a short operating history. There is no assurance 
that the systems and controls of the Bond Connect program 
will function as intended or whether they will be stable or 
adequate. 

 

Investment in the CIBM under the Bond Connect programme 
is subject to different regulatory requirements and 
procedures from investment in the CIBM via a direct 
access. For example, unlike the investment via a direct 
access to the CIBM, the Fund's investment in the CIBM 
bonds under the Bond Connect will not involve an onshore 
settlement agent and will be held by the Central 
Moneymarkets Unit of the Hong Kong Monetary Authority 
(CMU) as the nominee holder, opening nominee account(s) 
with the China Central Depository & Clearing Co., Ltd 
(CCDC) and the Shanghai Clearing House (SHCH) 
respectively.  While the distinct concepts of "nominee 
holder" and "beneficial owner" are generally recognised 
under the relevant PRC laws and regulations, the application 
of such rules is untested, and there is no assurance that 
PRC courts will recognise such rules, e.g. in liquidation 
proceedings of PRC companies or other legal 
proceedings.  In addition, CIBM bonds are uncertificated and 
are held by CMU for its account holders.  

 

RISK MANAGEMENT PROCESS 
 

The Manager on behalf of the Fund has filed with the Central 
Bank its risk management process which enables it to 
accurately measure, monitor and manage the various risks 
associated with the use of FDI. Any FDI not included in the 
risk management process will not be utilised until such time 
as a revised submission has been cleared by the Central 
Bank. The Manager will, on request, provide supplementary 
information to Shareholders relating to the risk management 
methods employed, including the quantitative limits that are 
applied and any recent developments in the risk and yield 
characteristics of the main categories of investments. 

 

INVESTMENT MANAGER AND SUB-INVESTMENT 
MANAGER 

 
The Manager has appointed Northern Trust Global 
Investments Limited (NTGIL) as the Investment Manager of 

the Fund. The Investment Manager has appointed its affiliate 
Northern Trust Investments, Inc. (NTI) as the sub- investment 
manager of the Fund (the Sub-Investment Manager) 

pursuant to the sub-investment management agreement 
dated 28 April, 2014 (the Sub-Investment Management 
Agreement). 

 
NTI is an Illinois State Banking Corporation and an 
investment adviser registered under the United States 
Investment Advisers Act of 1940, as amended. It primarily 
manages assets for institutional and individual separately 
managed accounts, investment companies and bank 
common and collective funds. 

 
NTI is an indirect subsidiary of Northern Trust Corporation. 
Northern Trust Corporation is regulated by the Board of 
Governors of the Federal Reserve System as a financial 
holding company under the U.S. Bank Holding Company Act 
of 1956, as amended. 

 

The Sub-Investment Management Agreement provides that 
the appointment of the Sub-Investment Manager will continue 
unless and until terminated by the Sub-Investment Manager 
giving not less than 180 days’ written notice to the Investment 
Manager or by the Investment Manager giving not less than 
30 days’ written notice to the Sub-Investment Manager 
although in certain circumstances the Sub- Investment 
Management Agreement may be terminated forthwith by 
notice in writing by either party to the other; the Sub-
Investment Management Agreement contains certain 
indemnities in favour of the Sub-Investment Manager which 
are restricted to exclude matters resulting from the wilful 
misfeasance, bad faith, fraud, wilful default or negligence of 
the Sub-Investment Manager in the performance or non- 
performance of its obligations and duties. 

 

DIVIDEND POLICY 
 

Accumulating Shares 
 

In respect of the Accumulating Shares, the Directors intend 
to declare all net income of the Fund attributable to each 
relevant class annually as a dividend to the Shareholders of 
each relevant class of Shares on the register of members as 
at the close of business on the relevant Dealing Day. The 
Shareholders shall reinvest all dividends in the following 
manner: any dividends on each relevant class of 
Accumulating Shares shall be paid by the Company into an 
account in the name of the Depositary for the account of the 
relevant Shareholders. The amount standing to the credit of 
this account shall not be an asset of the Fund and will be 
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immediately transferred, pursuant to a standing instruction, 
from the aforementioned account to the 
Subscriptions/Redemptions Account. The Net Asset Value 
per Share will not change as a result of the above 
reinvestment process and no additional Shares will be 
issued. 
 

 

Distributing Shares 
 

In respect of the Distributing Shares, the Directors intend to 
declare and pay all net income of the Fund attributable to 
each class annually as a dividend to the Shareholders of 
each relevant class of Shares on the register of members as 
at the close of business on the relevant Dealing Day. Any 
such dividend shall be paid to Shareholders in the form of 
cash on the last Business Day of the month. The 
Shareholders shall reinvest all dividends unless the 
Shareholder elects in writing to receive the dividends in the 
form of cash payable annually. In the case of a reinvestment 
of dividends, any dividends on each relevant class of 
Distributing Shares shall be paid by the Company into an 
account in the name of the Depositary for the account of the 
relevant Shareholders. The amount standing to the credit of 
this account shall not be an asset of the Fund and will be 
immediately transferred, pursuant to a standing instruction, 
from the aforementioned account to the 
Subscriptions/Redemptions Account. 
 
Further details on the distribution policy are set out in 
Prospectus under the heading Dividend Policy. 

 

KEY INFORMATION FOR BUYING AND SELLING 
 

Share Classes 
 

Shares may be issued as Accumulating Shares or (where 
specifically identified as such) Distributing Shares.  

 

Accumulating Shares means Shares in the Fund in 

respect of which the net income will be reinvested. 
 

Distributing Shares means Shares in the Fund in respect 

of which the net income shall be distributed. 
 

Classes of Shares Available 
 

A, B, C, D, E, F, G, H 
 

Each of the above referenced Share Classes are available as 
Accumulating Shares and Distributing Shares. 
 
Currency Hedged Share Classes 

 
Each Share Class is available as either a hedged or an 
unhedged Share Class. For each hedged Share Class, the 
Fund will enter into certain currency-related transactions in 
order to seek to hedge out currency risk relevant to that 
Class. 

 
 

This will involve a Class designated in a currency other than 
the Base Currency being hedged against (i) exchange rate 
fluctuation risks between the designated currency of the 
Class and the Base Currency of the Fund; and/or (ii) 
exchange rate fluctuation risks between the designated 
currency of the Class and some or all of the other 
denominated currencies of the Fund's assets. To the extent 
that hedging is successful for a particular Class, the 
performance of the Class is likely to move in line with the 

performance of the underlying assets. Any financial 
instruments used to implement such currency hedging 
strategies with respect to one or more Classes shall be 
assets/liabilities of the Fund but will be attributable to the 
relevant Class(es) and the gains and losses (realised and 
unrealised) on, and the costs of the currency hedging 
transactions (including any administrative costs arising from 
additional risk management) will accrue solely to the relevant 
Class. However, investors should note that there is no 
segregation of liability between Share Classes. Although the 
costs, gains and losses of the currency hedging transactions 
will accrue solely to the relevant Class, Shareholders are 
nonetheless exposed to the risk that hedging transactions 
undertaken in one Class may impact negatively on the Net 
Asset Value of another Class. 
 
Any additional risk introduced to the Fund through the use of 
currency hedging for a given Share Class should be mitigated 
and monitored appropriately. Accordingly, in accordance with 
the Central Bank Rules, the following operational provisions 
will apply to any currency hedging transactions: 
 
(i) Counterparty exposure should be managed in 

accordance with the limits in the Central Bank 
Regulations and the Central Bank Rules. 

(ii) Over-hedged positions should not exceed 105% of 
the Net Asset Value of the relevant Class of Shares 
which is to be hedged against the currency risk. 

(iii) Under-hedged positions should not fall short of 95% 
of the portion of the Net Asset Value of the relevant 
Class which is to be hedged against currency risk. 

(iv) Hedged positions will be kept under review on an 
ongoing basis, at least at the same valuation 
frequency of the Fund, to ensure that over hedged 
or under hedged positions do not exceed/fall short 
of the permitted levels disclosed above. 

(v) Such review (referred to above) will incorporate a 
procedure to rebalance the hedging arrangements 
on a regular basis to ensure that positions materially 
in excess of 100% or under-hedged positions will 
not be carried forward from month to month. 

(vi) The currency exposures of different currency 
Classes may not be combined or offset and 
currency exposures of assets of the Fund may not 
be allocated to separate Share Classes. 

 
Notwithstanding the above, there can be no guarantee that 
the hedging techniques will be successful and, while not 
intended, this activity could result in overhedged or under-
hedged positions due to external factors outside the control 
of the Company. Further, these hedging techniques are 
designed to reduce a Shareholder's exposure to currency 
risk. The use of such class hedging techniques may therefore 
substantially limit holders of Shares in the relevant Classes 
from benefiting if the currency of that Class falls against that 
of the Base Currency of the Fund and/or the currency in 
which the assets of the Fund are denominated. 

 
Currencies Available 

 

Each of the Share Classes are available in Euro, Sterling and 
U.S. Dollar. 

 

Minimum Shareholding 
 

For all Shares Classes USD100,000 (or its equivalent in the 
relevant Share Class currency) subject to the discretion of the 
Directors to allow lesser amounts. 

 

Minimum Initial Investment Amount 
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For all Shares Classes USD100,000 (or its equivalent in the 
relevant Share Class currency) subject to the discretion of 
the Directors to allow lesser amounts. 

 

Base Currency 

USD 
 

Business Day 
 

Any day (except Saturday or Sunday) on which the banks in 
both Dublin, Ireland and London, England are open 
generally for business, or such other day as the Directors 
may, with the consent of the Depositary, determine and 
notify to Shareholders via 
 
https://www.northerntrust.com/assetmanagement/europe/s
ervices/pooled-funds   
 

 

Dealing Day 

The Dealing Day for the Fund will be every Business Day or 
such other day or days as the Directors may determine and 
notify in advance to Shareholders, provided that there shall 
be at least one Dealing Day per fortnight.  

 

Dealing Deadline 

In respect of a Dealing Day, the Dealing Deadline is 12.00 
p.m. (Irish Time) on the Business Day immediately 
preceding each Dealing Day. 

 

Settlement Date 

In the case of applications, proceeds must be received no 
later than two Business Days after the relevant Dealing Day 
or as otherwise determined by the Manager. 

 
In the case of repurchases proceeds must be remitted to 
investors no later than two Business Days after the relevant 
Dealing Day (assuming the receipt of the relevant duly 
signed repurchase documentation) or as otherwise 
determined by the Manager provided that in all cases 
proceeds are paid within ten Business Days. 

 

An exchange of Shares will in effect be represented by a 
redemption of Shares in the Original Class and a 
simultaneous subscription for Shares in the New Class on 
the relevant Dealing Day. In such cases, the settlement of 
the transaction shall be effected on a timely basis (not to 
exceed five Business Days), subject to receipt of the relevant 
duly signed exchange request documentation. 

 
 

Preliminary Charge 

There will be no Preliminary Charge for this Fund. 
Repurchase Charge 

Up to 2% of the repurchase price. 
 

Anti-Dilution Levy 

An Anti-Dilution Levy may be charged at the discretion of the 
Directors. The Anti-Dilution Levy is designed to cover the 
costs of dealing in the various markets and preserve the 
value of the underlying assets of the Fund. The Anti-Dilution 
Levy will typically be applied where the Fund receives net 
subscriptions or net redemptions on any Dealing Day and 
will result in a dilution adjustment being applied to the Net 
Asset Value per Share in order to determine a subscription 
price, if there is a net inflow, or a repurchase price, if there is 
net outflow, on the relevant Dealing Day.  

 

Please see the Prospectus for further details. 

 

Valuation Point 

With respect to currencies and currency-related transactions 
only, the Valuation Point shall be 4pm (London time), which 
for the avoidance of doubt will in all cases be after the Dealing 
Deadline. 

 
The Valuation Point for all other assets shall be the close of 
business in the relevant recognised market on each Dealing 
Day. 

 

Initial Issue Price 

 

For euro denominated share classes €100 per Share, for US 
Dollar denominated share classes $100 per Share, for sterling 
denominated share classes, £100 per Share. 

 

Initial Offer Period 

 

The Initial Offer Period in respect of unhedged Euro B and 
unhedged Euro D is closed. 

 
The Initial Offer Period in respect of all other Share Classes 
shall commence at 9am (Irish time) on 30 November 2022 and 
will continue until 5.00p.m. (Irish time) on 26 May 2023 or such 
earlier or later date as the Directors may determine. 

 
After the Initial Offer Period, the Fund will be continuously 
open for subscriptions on each Dealing Day. 

 

FEES AND EXPENSES 
 

Fees of the Manager, the Investment Manager, the 
Depositary, any sub-custodian and the Administrator 

 

The Manager will be entitled to receive out of the net assets 
of the Fund an annual fee, accrued and calculated on each 
Dealing Day and payable monthly in arrears at an annual rate 
which will not exceed 0.50% in respect of all Share Classes 
(plus Value Added Tax (“VAT”) thereon, if any).  

 
Such fee shall accrue and be calculated on each Dealing Day 
and be payable monthly in arrears. The Manager shall be 
entitled to be reimbursed out of the assets of the Fund for the 
reasonable out of -pocket expenses incurred by the Manager 
in the performance of its duties. 

 

The Manager will pay out of the above fee (and not out of the 
assets of the Fund) the fees of the Investment Manager who 
will in turn pay the fees of the Sub- Investment Manager out 
of this fee. The Investment Manager shall also be entitled to 
be reimbursed out of the assets of the Fund for the reasonable 
out-of-pocket expenses incurred by the Sub-Investment 
Manager in the performance of its duties. 

 
The Administrator is also entitled to receive out of the net 
assets of the Fund an annual fee, accrued and calculated on 
each Dealing Day and payable monthly in arrears at an annual 
rate which will not exceed 0.08% of the net assets of the Fund 
(plus VAT, if any). The Administrator is entitled to be repaid 
out of the assets of the Fund all of its reasonable agreed upon 
transaction and other charges (which will be at normal 
commercial rates) and other out-of- pocket expenses (plus 
VAT thereon, if any). 

 

The Depositary shall be entitled to receive out of the net 
assets of the Fund an annual fee, accrued and calculated on 
each Dealing Day and payable monthly in arrears, at    an 
annual rate of up to 0.08% of the net assets of the Fund (plus 
VAT thereon, if any). 

https://www.northerntrust.com/assetmanagement/europe/services/pooled-funds
https://www.northerntrust.com/assetmanagement/europe/services/pooled-funds
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The Depositary is also entitled to be repaid out of the assets 
of the Fund, sub-custodian’s fees (which will be charged at 
normal commercial rates) as well as agreed upon transaction 
charges (which will be at normal commercial rates) and other 
out-of-pocket expenses out of the assets of the Fund (plus 
VAT thereon, if any). 

 
A distribution fee of up to 1% may be applied to the Share 
Classes (plus VAT thereon, if any). 

 
This section should be read in conjunction with the section 
entitled Expenses of the Funds in the Prospectus. 

 

Establishment costs 

The organisational and establishment expenses relating to 
the creation of the Fund are estimated not to exceed 
USD35,000 and will be borne by the Fund and will be 
amortised by the Fund over the first five accounting periods 
of its operation (or such other period as may be determined 
by the Directors at their discretion) and shall be subject to 
such adjustment following the establishment of new Funds 
as the Directors may determine. The Manager may create 
additional Funds from time to time subject to obtaining prior 
approval from the Central Bank. 

 

MISCELLANEOUS 
 

Reporting 

Some Shareholders may receive additional information 
and/or reports in relation to the Fund on a frequent basis. 
Any such information will be available to all investors in the 
Fund on request. Any such information will only be provided 
on a historical basis and after the relevant Dealing Day to 
which the information relates. Please contact your 
relationship manager to discuss any reporting needs. 

 

There are 34 other Funds of the Company currently in 
existence, namely:  

 

 The NT Europe (ex-UK) Equity Index Fund 
 

 The NT Euro Government Bond Index Fund 
 

 The NT Index Linked Bond Index Fund 
 

 The NT Japan Equity Index Fund 
 

 The NT Pacific (ex-Japan) Equity Index Fund 
 

 The NT UK Equity Index Fund 
 

 The NT North America Equity Index Fund 
 

 The NT Emerging Markets Index Fund 
 

 The NT Euro Government Inflation Linked Index Fund 
 

 The NT Frontier Markets Index Fund 
 

 The NT All Country Asia ex Japan Custom 
ESG Equity Index Fund 

 

 The NT Emerging Markets Custom ESG Equity 
Index Fund 

 

 The NT High Quality Euro Government Bond 
Index Fund 

 

 The NT Emerging Markets Quality Low Carbon Fund 
 

 The NT Emerging Markets Multifactor ESG Fund 
 

 The NT US High Yield Fixed Income Fund 
 

 The NT Emerging Markets Custom ESG Feeder Fund 
 

 The NT Emerging Markets ESG Leaders Equity Index 
Fund 

 

 The NT World Equity Index Feeder Fund 
 

 The NT Euro Investment Grade Corporate ESG Bond 
Index Fund 

 

 The NT Global High Yield ESG Bond Index Fund 
 

 The NT World Custom ESG Equity Index Feeder Fund 
 

 The NT World Custom ESG EUR Hedged Equity Index 
Feeder Fund 

 

 The NT Emerging Markets Green Transition Index Fund 
 

 The NT Quality Low Vol Low Carbon World Feeder Fund 
 

 The NT World Green Transition Index Feeder Fund 
 

 The NT World Small Cap ESG Low Carbon Index Feeder 
Fund  

 

 The NT Emerging Markets Green Transition Index 
Feeder Fund 

 

 The NT Developed Real Estate ESG Climate Index 
Feeder Fund 
 

 The NT AC Asia ex Japan Green Transition Index Fund 
 

 The NT World Quality ESG Fund 
 

 The NT Global Bond 1-5 Years ESG Climate Index Fund 
 

 The NT Global Bond ESG Climate Index Fund 
 

 The NT Global Green Bond Index Fund 
 
 

Further Information on the Index 
Bloomberg®” and Bloomberg Emerging Market Debt 
Local Currency Sustainable Low Carbon Index are 
service marks of Bloomberg Finance L.P. and its 
affiliates, including Bloomberg Index Services Limited 
(“BISL”), the administrator of the index (collectively, 
“Bloomberg”), and have been licensed for use for certain 
purposes by The NT EM Local Currency Government ESG 
Bond Index Fund. 
 
 
The NT EM Local Currency Government ESG Bond Index 
Fund are not sponsored, endorsed, sold or promoted by 
Bloomberg. Bloomberg does not make any 
representation or warranty, express or implied, to the 
owners of or counterparties to NT EM Local Currency 
Government Bond Index Sustainable Fund or any 
member of the public regarding the advisability of 
investing in securities generally or in the NT EM Local 
Currency Government ESG Bond Index Fund particularly. 

http://registers.centralbank.ie/FundRegisterDataPage.aspx?fundReferenceNumber=C456132&register=28
http://registers.centralbank.ie/FundRegisterDataPage.aspx?fundReferenceNumber=C456132&register=28
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The only relationship of Bloomberg to the Issuer is the 
licensing of certain trademarks, trade names and service 
marks and of the Bloomberg Emerging Market Debt 
Local Currency Sustainable Low Carbon Index, which is 
determined, composed and calculated by BISL without 
regard to the Issuer or the Bloomberg Emerging Market 
Debt Local Currency Sustainable Low Carbon Index. 
Bloomberg has no obligation to take the needs of the 
issuer or the owners of the NT EM Local Currency 
Government ESG Bond Index Fund into consideration in 
determining, composing or calculating the and 
Bloomberg Emerging Market Debt Local Currency 
Sustainable Low Carbon Index. Bloomberg is not 
responsible for and has not participated in the 
determination of the timing of, prices at, or quantities of 
the NT EM Local Currency Government ESG Bond Index 
Fund to be issued. Bloomberg shall not have any 
obligation or liability, including, without limitation, to The 
NT EM Local Currency Government ESG Bond Index 
Fund customers, in connection with the administration, 
marketing or trading of the NT EM Local Currency 
Government ESG Bond Index Fund. 

 
BLOOMBERG DOES NOT GUARANTEE THE ACCURACY 
AND/OR THE COMPLETENESS OF THE BLOOMBERG 
EMERGING MARKET DEBT LOCAL CURRENCY 
SUSTAINABLE LOW CARBON INDEX. OR ANY DATA 
RELATED THERETO AND SHALL HAVE NO LIABILITY 
FOR ANY ERRORS, OMISSIONS OR INTERRUPTIONS 
THEREIN. BLOOMBERG DOES NOT MAKE ANY 
WARRANTY, EXPRESS OR IMPLIED, AS TO RESULTS 
TO BE OBTAINED BY THE ISSUER, OWNERS OF THE NT 
EM LOCAL CURRENCY GOVERNMENT ESG BOND 
INDEX FUND OR ANY OTHER PERSON OR ENTITY 
FROM THE USE OF THE BLOOMBERG EMERGING 
MARKET DEBT LOCAL CURRENCY SUSTAINABLE LOW 
CARBON INDEX OR ANY DATA RELATED THERETO. 
BLOOMBERG DOES NOT MAKE ANY EXPRESS OR 
IMPLIED WARRANTIES AND EXPRESSLY DISCLAIMS 
ALL WARRANTIES OF MERCHANTABILITY OR FITNESS 
FOR A PARTICULAR PURPOSE OR USE WITH RESPECT 
TO THE BLOOMBERG EMERGING MARKET DEBT 
LOCAL CURRENCY SUSTAINABLE LOW CARBON 
INDEX OR ANY DATA RELATED THERETO WITHOUT 
LIMITING ANY OF THE FOREGOING, TO THE MAXIMUM 
EXTENT ALLOWED BY LAW, BLOOMBERG, ITS 
LICENSORS, AND ITS AND THEIR RESPECTIVE 
EMPLOYEES, CONTRACTORS, AGENTS, SUPPLIERS, 
AND VENDORS SHALL HAVE NO LIABILITY OR 
RESPONSIBILITY WHATSOEVER FOR ANY INJURY OR 
DAMAGES—WHETHER DIRECT, INDIRECT, 
CONSEQUENTIAL, INCIDENTAL, PUNITIVE OR 
OTHERWISE—ARISING IN CONNECTION WITH THE NT 
EM LOCAL CURRENCY GOVERNMENT ESG BOND 
INDEX FUND OR THE BLOOMBERG EMERGING 
MARKET DEBT LOCAL CURRENCY SUSTAINABLE LOW 
CARBON INDEX.  OR ANY DATA OR VALUES RELATING 
THERETO—WHETHER ARISING FROM THEIR 
NEGLIGENCE OR OTHERWISE, EVEN IF NOTIFIED OF 
THE POSSIBILITY THEREOF



Does this financial product have a sustainable investment objective?
 Yes  No

 It will make a minimum of sustainable 
investments with an environmental 
objective: ___%

 It promotes Environmental/Social (E/S) 
characteristics and while it does not have as its 
objective a sustainable investment, it will have a 
minimum proportion of 0% of sustainable 
investments

 in economic activities that qualify as 
environmentally sustainable under the 
EU Taxonomy

 with an environmental objective in 
economic activities that qualify as 
environmentally sustainable under the EU 
Taxonomy

 in economic activities that do not 
qualify as environmentally sustainable 
under the EU Taxonomy

with an environmental objective in 
economic activities that do not qualify as 
environmentally sustainable under the EU 
Taxonomy

 with a social objective

 It will make a minimum of sustainable 
investments with a social objective: ___%



It promotes E/S characteristics, but will not 
make any sustainable investments

Sustainable 
investment means 
an investment in an 
economic activity that 
contributes to an 
environmental or 
social objective, 
provided that the 
investment does not 
significantly harm any 
environmental or 
social objective and 
that the investee 
companies follow 
good governance 
practices.

The EU Taxonomy is 
a classification system 
laid down in 
Regulation (EU) 
2020/852, 
establishing a list of 
environmentally 
sustainable 
economic activities. 
That Regulation does 
not lay down a list of 
socially sustainable 
economic activities. 
Sustainable 
investments with an 
environmental 
objective might be 
aligned with the 
Taxonomy or not.

Environmental and/or social characteristics

Legal entity identifier: 

Pre-contractual disclosure for the financial products referred to in Article 8, paragraphs 
1, 2 and 2a, of Regulation (EU) 2019/2088 and Article 6, first paragraph, of Regulation 

(EU) 2020/852 

Product name: 
The NT EM Local Currency Government ESG Bond Index 
Fund ("the Product")

635400AGE1VPYUCNYG61

Sustainability 
indicators measure 
how the 
environmental or 
social characteristics 
promoted by the 
financial product are 
attained.

What environmental and/or social characteristics are promoted by this financial 
product?

The Product has the following environmental and/or social (“E/S”) characteristics: (i) reweight 
constituent countries with a higher fiscal strength and governance score, and (ii) reduce exposure to 
constituent countries with higher  carbon emissions measured by the carbon emission score and 
carbon intensity score of each constituent country relative to the Bloomberg Barclays EM Local 
Currency Government 10% Country Capped B3 and better Index (the “Parent Index”).

As  its  investment  strategy,  the  Product seeks to track the risk and return characteristics of the 
Bloomberg Emerging Market Debt Local Currency Sustainable Low Carbon Index (the”Index”)  -  by 
 investing  in  investible  local  currency  bonds issued  by  the  governments  of  emerging  market 
 countries  that  are  Index  constituents  –  by  using  a sample based physical replication model.

Please refer to the sustainability indicators stated below for further detail.





What sustainability indicators are used to measure the attainment of each of the 
environmental or social characteristics promoted by this financial product?

The Index methodology aims to provide a reweighting of each of the constituent countries so 
as to maximise a fiscal strength and governance score while aiming to promote 
environmental factors by reducing exposure to those constituent countries with the highest 
carbon emissions measured by the carbon emission score and carbon intensity score of each 
constituent country to mitigate climate change. 

The Investment Manager shall also ensure that any investments made by the Fund pursuant 
to its strategy are in accordance with rules regarding cluster munitions laid down in the 
relevant national legislation adopting the Convention on Cluster Munitions.

What are the objectives of the sustainable investments that the financial product 
partially intends to make and how does the sustainable investment contribute to 
such objectives?

The  intended  objectives  of  the  sustainable  investments  are  to  positively  contribute  towards 
any  of  the  environmental  objectives  listed  below.  Our  definition  of  positive  contribution 
includes  minimum  percentage  revenues  deriving  from  activities  linked  with  these  objectives 
alongside  companies  assessed  to  have  credible  carbon  reduction  targets  such  as  The 
Science Based Targets Initiative ("SBTI").

• alternative energy (renewables),
• energy efficiency,
• green building,
• sustainable water,
• pollution prevention and
• sustainable agriculture.

Investments  in  these  areas  help  contribute  towards  the  Product’s  environmental  objectives, 
specifically climate change mitigation and climate change adaptation objectives.

How do the sustainable investments that the financial product partially intends to 
make, not cause significant harm to any environmental or social sustainable 
investment objective?

In  order  to  deem  an  investment  a  sustainable  investment,  it  must  not  only  satisfy  the 
positive  contribution  test  described  above,  but  also  a  ‘do  no  significant  harm’  ("DNSH")  test 
designed  to  ensure  that  no  significant  harm  is  caused  to  any  environmental  or  social 
investment objective.

Our  assessment  of  harm  involves  the  use  of  a  set  of  diverse  environmental  and  social 
indicators   for   example,   Greenhouse   Gas   emissions   ("GHG"),   carbon   footprint,   GHG 
intensity  of  investee  companies  etc.  coupled  with  our  own  proprietary  thresholds.  These 
thresholds  represent  a  value  or  metric  at  which  we  believe  there  is  a  risk  of  significant 
harm.  In  practice,  this  means  that  an  investee  company  can  only  be  deemed  a  sustainable 
investment  under  our  definition  if  it  a)  meets  our  minimum  positive  contribution  test;  b)  the 
indicators  for  harm  are  under  the  proprietary  thresholds  set  at  specific  points  in  time  and 
lastly  c)  that  investee  companies  follow  good  governance  practices  and  are  aligned  with 
minimum safeguards such as OECD guidelines for Multinational Enterprises.



Principal adverse 
impacts are the most 
significant negative 
impacts of investment 
decisions on 
sustainability factors 
relating to 
environmental, social 
and employee 
matters, respect for 
human rights, anti-
corruption and anti-
bribery matters.

The EU Taxonomy sets out a “do not significant harm” principle by which Taxonomy-aligned 
investments  should  not  significantly  harm  EU  Taxonomy  objectives  and  is  accompanied  by 
specific EU criteria.

The  “do  no  significant  harm”  principle  applies  only  to  those  investments  underlying  the 
financial  product  that  take  into  account  the  EU  criteria  for  environmentally  sustainable 
economic   activities.   The   investments   underlying  the  remaining  portion  of  this  financial 
product  do  not  take  into  account  the  EU  criteria  for  environmentally  sustainable  economic 
activities.

Any  other  sustainable  investments  must  also  not  significantly  harm  any  environmental  or 
social objectives.

- How have the indicators for adverse impacts on sustainability factors been taken into 
account?
The  Product  considers  adverse  impacts  through  a  range  of  criteria  that  form  part  of  the 

investment  strategy;  to  provide  a  reweighting  of  each  of  the  constituent  countries  so  as  to 

maximise  a  fiscal  strength  and  governance  score,  while  aiming  to  promote  environmental 

factors   by   reducing   exposure   to   those   constituent   countries   with   the   highest   carbon 

emissions  measured  by  the  carbon  emission  score  and  carbon  intensity  score  of  each 

constituent country compared to the Parent Index. The reweightings provide a strong ethical 

foundation  in  line  with  international  norms  and  are  may  be  updated  following  our  own 

research,  as  well  as  feedback  from  our  clients.  Added  to  this,  we  have  secured  access  to a range 

 of  ESG  data  providers  and  datasets  to  help  us  to  carry  out  this  assessment  and ongoing 

monitoring.

For  sustainable  investments  specifically,  and  as described above, our assessment of ‘do no 

significant  harm’  (“DNSH”)  involves  the  use  of  a  set  of  diverse  environmental  and  social 

indicators with proprietary thresholds.

Lastly,  consideration  of  adverse  impacts  form  part  of  our  focused  engagement  and  voting 

activities   designed   to   help   influence   the   business   models   of   investee   companies   to 

transition to a more sustainable future.

- How are the sustainable investments aligned with the OECD Guidelines for 
Multinational Enterprises and the UN Guiding Principles on Business and Human 
Rights? Details:
This is not applicable to government issuers as they are not multinational enterprises or 
businesses. 



What are the binding elements of the investment strategy used to select the 
investments to attain each of the environmental or social characteristics promoted 
by this financial product?

The   binding   elements   of   the   strategy   used   to   promote   the   environmental   or   social 
characteristics  form  part  of  investible  universe.  This  means  that  the  each  of  the  constituent 
countries  are  reweighted  so  as  to  maximise  a  fiscal  strength  and  governance  score,  while 
aiming   to   promote   environmental   factors   by   reducing   exposure   to   those   constituent 
countries  with  the  highest  carbon  emissions  measured  by  the  carbon  emission  score  and 
carbon intensity score of each constituent country compared to the Parent Index.

Examples  of  the  binding  elements  include: 

• reweighted so as to maximise a fiscal strength and governance score;

• reducing exposure to those constituent countries with the highest carbon emissions
measured by the carbon emission score and carbon intensity score of each constituent
country.

In addition, example metrics that form part of the Index includes:

• climate  screens  to  exclude  potential  constituent  securities  based  on  their  carbon
intensity data to eliminate those with a higher rating relative to the Parent Index.

What is the committed minimum rate to reduce the scope of the investments 
considered prior to the application of that investment strategy?

While  the  each  of  the  constituent  countries  of  the  Product’s  investment  universe  are  is 
reweighted versus the Parent Index the universe is not reduced.

What investment strategy does this financial product follow?

The investment 
strategy guides 
investment decisions 
based on factors such 
as investments 
objectives and risk 
tolerance.

The  Product  is  a  passive  Index  tracking  strategy  whereby  it  seeks  to  track  the  risk  and 
return  characteristics  of  the  Index  -  the  Bloomberg  Emerging  Market  Debt  Local  Currency 
Sustainable  Low  Carbon  Index  -  by  investing  directly  in  investible  local  currency  bonds 
issued  by  the  governments  of  emerging  market  countries  that  are  Index  constituents  –  by 
using a sample based physical replication model.

The Index methodology aims to provide a reweighting of each of the constituent countries 
so as to maximise a fiscal strength and governance score, while aiming to promote 
environmental factors by reducing exposure to those constituent countries with the highest 
carbon emissions measured by the carbon emission score and carbon intensity score of 
each constituent country compared to the Parent Index.

As   part   of   its   investment   strategy,   the   Product   considers   Greenhouse   Gas   (“GHG”)
emissions   (Scope   1   and   Scope   2),   carbon   footprint   and   GHG   intensity   of   investee
companies.

Lastly,  adverse  impacts  also  form  part  of  our  focused  engagement  and  voting  activity
enabling   us   to   identify   where   best   to   utilise   resources   for   maximum   social   and/or
environmental impact.

 Yes

 No

Does this financial product consider principal adverse impacts on sustainability 
factors?



Good governance 
practices include 
sound management 
structures, employee 
relations, 
remuneration of staff 
and tax compliance.

What is the policy to assess good governance practices of the investee companies?
An  assessment  of  good  governance  of  investee  companies  forms  a foundational part of the
Index  methodology.  In  practice,  this  is  achieved  through  the  use  of  the  fiscal  strenght  and
governance score.

Taxonomy-aligned 
activities are 
expressed as a share 
of:
- turnover reflecting
the share of revenue 
from green activities 
of investee companies 

- capital expenditure
(CapEx) showing the

green investments
made by investee
companies, e.g. for a
transition to a green
economy.
- operational
expenditure (OpEx)
reflecting green
operational activities
of investee
companies.

What is the asset allocation planned for this financial product?

Asset allocation 
describes the share of 
investments in specific 
assets.

The  Product  intends  to  be  between  95%-  99%  invested  in  companies  that  meet  our  ESG 
criteria using the sustainability indicators described above.

The  Product  presently  intends  to  invest  0%  of  its  assets  in  investments  that  contribute  to 
environmentally    sustainable   economic   activities   in   accordance   with   the   Taxonomy 
Regulation.  The  “other”  1%-5%  of  the  Product  is  expected  to  be  used  for  cash,  passive 
share class hedging and other ancillary purposes.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain 
the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with 
the environmental or social characteristics, nor are qualified as sustainable investments.

Investments

  #1 Aligned with 
E/S characteristics

98%

   #2 Other 2%

#1B Other E/S 
characteristics

#1A Sustainable 
0%



How does the use of derivatives attain the environmental or social characteristics 
promoted by the financial product?

The  Product  may  use  derivatives  for  managing  broad  market  exposure  to  local  currencies
for  efficient  portfolio  management  purposes.  The  Product  may  use  futures  and  spot  and
forward foreign exchange contracts (including non -deliverable forwards).

Derivatives  are  not  used  to  attain  the  environmental  or  social  characteristics  of  the  Product
and are not subject to any minimum safeguards.

The  two  graphs  below  show  in  green  the  minimum  percentage  of  investments  that  are
aligned  with  the  EU  Taxonomy.  As  there  is  no  appropriate  methodology  to  determine  the
Taxonomy-alignment  of  sovereign  bonds*, the first graph shows the Taxonomy alignment in
relation  to  all  the  investments  of  the  financial  product  including  sovereign  bonds,  while  the
second  graph  shows  the  Taxonomy  alignment  only  in  relation  to  the  investments  of  the
financial product other than sovereign bonds.

* For the purpose of these graphs, ‘sovereign bonds’ consist of all sovereign exposures

What is the minimum share of investments in transitional and enabling activities?

This is not applicable as the Product presently intends to invest 0% of its assets in 
investments that contribute to environmentally sustainable economic activities in accordance 
with the Taxonomy Regulation, which includes 0% of its assets in enabling activities and 0% of 
its assets in transitional activities towards climate change mitigation. 

Enabling activities 
directly enable other 
activities to make a 
substantial 
contribution to an 
environmental 
objective.

Transitional 
activities are 
activities for which 
low-carbon 
alternatives are not 
yet available and 
among others have 
greenhouse gas 
emission levels 
corresponding to the 
best performance.

To what minimum extent are sustainable investments with an environmental 
objective aligned with the EU Taxonomy?

The  Product  presently  intends  to  invest  0%  of  its  assets  in  investments  that  contribute  to
environmentally    sustainable   economic   activities   in   accordance   with   the   Taxonomy
Regulation.

What is the minimum share of sustainable investments with an environmental 
objective that are not aligned with the EU Taxonomy?

0%  of  the  Product  sustainable  investments  commitment  is  expected  to  be  aligned  with  the
EU  Taxonomy.  On  this  basis,  the  10%  commitment  is  not  expected  to  be  aligned  with  the
EU taxonomy.



are sustainable 
investments with an 
environmental 
objective that do 
not take into 
account the 
criteria for 
environmentally 
sustainable 
economic activities 
under the EU 
Taxonomy.

What is the minimum share of socially sustainable investments?

The Product is not targeting socially sustainable investments hence anticipates 0% investments 
in socially sustainable investments.

What investments are included under “#2 Other”, what is their purpose and are 
there any minimum environmental or social safeguards?

Cash  and  derivatives  are  the  only  investment  type  categorised  as  ‘other’  and  neither  is
aligned  with  environmental  or  social  characteristics,  nor  qualify  as  sustainable  investments.
Additionally, no minimum environmental or social safeguards are applied.

Investments may be marked as ‘other’ for the following reasons:
• Cash  and  cash  equivalents  or  money  market  instruments:  The  Product  may  invest

in  Cash  and  cash equivalents such as certificates of deposits and time deposits and
Money Market Instruments.

• Derivatives:  The  Product  may  use  derivatives  only  for  managing  broad  market
exposure to local currencies.



Where can I find more product specific information online?

More specific information regarding the Product can be found here .

No,  the  Product  does  not  have  a  specific  Index  designated  as  a  reference  benchmark  with
E/S  characteristics.  The  Product  is  managed  against  the Bloomberg Emerging Market Debt
Local  Currency  Sustainable  Low  Carbon  Index;  therefore  this  section  is  not  applicable  as
the Product has no ESG reference benchmark.

Reference 
benchmarks are 
indexes to measure 
whether the financial 
product attains the 
environmental or 
social characteristics 
that they promote.

Is a specific index designated as a reference benchmark to determine whether this 
financial product is aligned with the environmental and/or social characteristics 
that it promotes?

How is the reference benchmark continuously aligned with each of the environmental 
or social characteristics promoted by the financial product?

The Product does not have a specific Index designated as a reference benchmark.

How is the alignment of the investment strategy with the methodology of the index 
ensured on a continuous basis?

Alignment  of  the  investment  strategy  is  ensured  through  the  codification  of  the  reweighting of 
 each  of  the  constituent  countries  so  as  to  maximise  a  fiscal  strength  and  governance score, 
  while   aiming   to   promote   environmental   factors   by   reducing   exposure   to   those constituent 
 countries  with  the  highest  carbon  emissions  measured  by  the  carbon  emission score and 
carbon intensity score of each constituent country.

In  addition,  investment  guidelines  and  restrictions  are  coded  in  our  order  management 
system to enable pre and post-trade monitoring.

How does the designated index differ from a relevant broad market index?
This  is  not  applicable  as  the  Product  is  managed  against  the  Bloomberg  Emerging  Market Debt 
Local Currency Sustainable Low Carbon Index.

Where can the methodology used for the calculation of the designated index be 
found?

This is not applicable as the Product does not have a designated Index.

https://www.northerntrust.com/united-kingdom/what-we-do/investment-management/pooled-funds



