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Summary

No sustainable investment objective

The Fund promotes environmental and social characteristics but does not have a sustainable 
investment objective.

Environmental or social characteristics of the financial product

The Fund promotes the specific environmental characteristic of climate action by excluding 
bond issuers significantly involved in the high greenhouse gas emitting sector of thermal coal 
and unconventional oil and gas exploration/production and the social characteristic of good-
health and well-being and peace, justice and strong institutions, by respectively excluding 
bond issuers significantly involved in the tobacco industry and small arms sectors, bond 
issuers involved in controversial weapons as well as bond issuers which do not adhere to 
internationally accepted human rights, labour standards or anti-corruption principles  in line 
with the Index methodology.   

Investment strategy

The investment objective of the Fund is to track the price and yield performance, before fees 
and expenses, of the iBoxx Contingent Convertible Liquid Developed Europe AT1 Index (the 
Index). The Index has been designated as a reference benchmark for the purpose of 
determining whether the Fund is aligned with the environmental and social characteristics it 
promotes.

Proportion of investments

The Fund will invest all, or substantially all, of its assets in the constituents of the Index with 
the result that a minimum of 90% of the Fund's net asset value (NAV) will align with the 
environmental and social characteristics of the Fund.  Up to 10% of the Fund’s assets may be 
invested in ancillary liquid assets in accordance with the European Communities 
(Undertakings for Collective Investment in Transferable Securities) Regulations 2011 (UCITS 
Regulations) or invested in securities for which there is insufficient ESG-related data available 
from third-party data providers. 

Monitoring of environmental or social characteristics

WisdomTree monitors the environmental and social characteristics promoted by the Fund at 
the time of each Index rebalance.  



Methodologies

The environmental and social characteristics promoted by the Fund are measured using data 
from the Index Provider and third-party data providers, where relevant. 

Data sources and processing

The Fund is a passively managed index tracking fund and attains the environmental and 
social characteristics it promotes by tracking the Index. 

WisdomTree processes data provided by third-party data providers to screen issuers based on 
the ESG exclusionary criteria as set out in the Index methodology to establish the eligible 
investment universe. Monitoring of the Index Provider and third-party data providers is 
carried out annually as part of WisdomTree's enhanced oversight and due diligence 
processes.

Limitations to methodologies and data

To meet the stated investment objective and policy of the Fund, WisdomTree relies on data, 
including ESG data. ESG data is received from third-party providers and may be incomplete, 
inaccurate, or unavailable. As a result, there is a risk that the Index Provider or other data 
providers (as applicable) may incorrectly assess the ESG rating or the involvement of a 
company in certain activities as part of the exclusionary criteria applied by the Index. 

Due diligence

WisdomTree carries out due diligence on the Index Provider and reference Index prior to the 
launch of the Fund to determine whether it would achieve the desired investment outcome 
and environmental and/or social characteristics promoted by the Fund. 

Engagement policies

WisdomTree exercises voting rights and constructively engages with investee bond issuers 
through its investment managers, to whom portfolio management activities are outsourced. 
In selecting and monitoring investment managers, WisdomTree ensures that voting and 
engagement policies of the Investment Managers match the standards defined by 
WisdomTree.

Designated reference benchmark

The Index has been designated as a reference benchmark to meet the environmental or social 
characteristics promoted by the Fund. Information on the Index can be found  here.
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https://www.wisdomtree.eu/en-gb/-/media/eu-media-files/documents/1604/wisdomtree-index-methodology-217.pdf


No sustainable investment objective

This financial product promotes environmental or social characteristics but does not have as 
its objective sustainable investment.

The Fund does not commit to making sustainable investments.

Environmental or social characteristics of the financial product

The Fund promotes the specific environmental characteristic of climate action by excluding 
bond issuers significantly involved in the high greenhouse gas emitting sector of thermal coal 
and unconventional oil and gas exploration/production and the social characteristic of good-
health and well-being and peace, justice and strong institutions, by respectively excluding 
bond issuers significantly involved in the tobacco industry and small arms sectors, bond 
issuers involved in controversial weapons as well as bond issuers which do not adhere to 
internationally accepted human rights, labour standards or anti-corruption principles  in line 
with the Index methodology.

The Index has been designated as a reference benchmark to determine whether the Fund is 
aligned with the environmental and/or social characteristics that it promotes.

Investment strategy

The investment objective of the Fund is to track the price and yield performance, before fees 
and expenses, of the Index. In order to achieve this objective, the Fund will employ a "passive 
management" (or indexing) investment approach and will invest in a portfolio European 
contingent convertible bonds classified as AT1 that so far as possible and practicable consists 
of a representative sample of the component securities of the Index. The Index has been 
designated as a reference benchmark for the purpose of determining whether the Fund is 
aligned with the environmental and social characteristics it promotes.

The Index applies ESG exclusionary criteria and seeks to exclude bond issuers from the 
eligible investment universe that are significantly involved (as described in the Index 
methodology) in thermal coal, unconventional oil and gas exploration/production and in the 
tobacco industry and small arms sectors. Bond issuers with any involvement in controversial 
weapons are also excluded from the eligible investment universe by the Index.   

To be eligible for inclusion in the Index, AT1 CoCos must be denominated in EUR, USD and 
GBP and issued from financial institutions from European developed markets. Bond issuers 
must meet the criteria of satisfying the Global Standards Screening (GSS) assessment which 
identifies and excludes bond issuers from the eligible investment universe bond issuers that 
violate international norms and standards, such as United Nations Global Compact principles 
(UN GCPs), UN Guiding Principles on Business and Human Rights (UN GPs) and OECD 
Guidelines for Multinational Enterprises and their underlying conventions. Bond issuers on 
the UN, US and EU sanctions list are excluded. In addition to the governance screening, to be 
eligible for inclusion in the Index, a company must be listed on an eligible stock exchange 
listed in the main body of the supplement for the Fund (the Supplement) and must comply 
with securities listing rules including relevant corporate governance codes. 
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The Fund considers principal adverse impacts (PAIs) at the fund level in accordance with the 
regulatory technical standards of SFDR (RTS). Indicators for PAIs (PAI Indicators) are a way of 
measuring how issuers negatively impact sustainability factors. Please refer to the section 
below "Due Diligence"" regarding the controls in place to monitor constituent data for PAIs.      

The Fund, through its Investment Manager, adopts an active ownership policy to develop 
good governance practices in investee bond issuers.

Proportion of investments

The Fund will invest all, or substantially all, of its assets in the constituents of the Index with 
the result that a minimum of 90% of the Fund's NAV will align with the environmental and 
social characteristics of the Fund.  

Up to 10% of the Fund’s assets may be invested in ancillary liquid assets in accordance with 
the UCITS Regulations or invested in securities for which there is insufficient ESG-related data 
available from third-party data providers. This applies in particular to assets for which ESG 
factors are insufficiently defined at present or which are not covered by third-party data 
providers. For more information, please see the Supplement for the Fund.

Monitoring of environmental or social characteristics

The Fund promotes environmental and social characteristics outlined above by tracking the 
Index which applies ESG exclusionary criteria. 

WisdomTree monitors the Fund's adherence to the environmental and social characteristics it 
seeks to promote at the time of each Index rebalance.  This is carried out by evaluating 
whether the Index is correctly applying the stated ESG screening and GSS assessment criteria 
described above. This includes an evaluation by WisdomTree of the ESG data provided by the 
third-party data providers.

WisdomTree also monitors the tracking error of the Fund and reports this to investors as part 
of the publication of annual and interim financial statements of the ICAV. Information on the 
anticipated tracking error is also published in the Supplement.

Methodologies

The environmental and social characteristics promoted by the Fund are measured using data 
provided by the Index Provider and third-party data providers, where relevant. 

The Fund seeks to track the Index which excludes bond issuers based on ESG exclusionary 
criteria outlined in the Index methodology. The ESG exclusionary criteria is measured based 
on bond issuers' revenue thresholds and data sources evaluated at the time of each Index 
rebalance. The Fund's investments are assessed as being aligned with the environmental and 
social characteristics promoted by the Fund at each Index rebalance. 

In addition, certain PAIs are considered when evaluating the environmental and social 
characteristics promoted by the Fund using data provided by the third-party data provider 
which includes an evaluation of involvement in controversial weapons (PAI Indicator 14), 
fossil fuels (PAI Indicator 4), non-renewable energy production (PAI Indicator 5) and UNGCP 
and OECD Guidelines violations (PAI Indicators 10 and 11). 
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Data sources and processing

The Fund is a passively managed index tracking fund and attains the environmental and 
social characteristics it promotes by tracking the Index. 

WisdomTree processes data provided by third-party ESG data providers to screen issuers 
based on the ESG exclusionary criteria as set out in the Index methodology to establish the 
eligible investment universe.

Monitoring of the Index Provider and third-party data providers is carried out annually as part 
of WisdomTree's enhanced oversight and due diligence processes. This due diligence 
includes evaluating methodologies adopted by third-party data providers to assess issuers, 
the sources of information that they use and the quality of the ESG data they provide. ESG 
Data coverage provided by third-party data providers is also assessed at the time of each 
Index rebalance. 

WisdomTree uses data sources from other third-parties for comparison purposes to identify 
any potential data inconsistencies. There may be issuers for which insufficient ESG-related 
data is available due to a lack of coverage by third-party data providers. 

Data estimates may be used by third-party data providers particularly for smaller bond 
issuers or where there are gaps in company reported data or where a company does not 
report actual revenues or certain business involvement categories.

Limitations to methodologies and data

To meet the stated investment objective and policy of the Fund, WisdomTree relies on data 
ESG data provided by third-party data providers and may be incomplete, inaccurate, or 
unavailable. As a result, there is a risk that the Index Provider or other data providers (as 
applicable) may incorrectly assess the ESG rating or the involvement of a company in certain 
activities as part of the exclusionary criteria applied by the Index Provider. This may result in 
the incorrect inclusion or exclusion of a security from the Index and therefore the portfolio of 
the Fund.

Please refer to the section above ""Data Sources and Processing"" and ""Due Diligence"" 
regarding internal controls to monitor constituent data. 

In placing reliance on external data providers, there may be inherent risk associated with 
errors in third-party data which may not be detected by WisdomTree or the Index Provider. 
The result being that bond issuers may from part of the investment universe that are 
inconsistent with the stated methodology of the Index and/or the stated investment 
objective/policy of the Fund. WisdomTree seeks to mitigate this risk by obtaining ESG data 
from reputable sources, using a second independent data source and investigating data 
differences to our primary ESG data provider. 

Where an index constituent is identified as not meeting the exclusionary criteria, it will be 
removed from the Index at the next scheduled rebalance (or periodic review). The Index may 
cease to meet the stated ESG criteria between index rebalances until the Index is rebalanced 
back in line with the Index methodology, at which point the Fund will also be rebalanced in 
line with the Index. 

ESG Data Providers may have different business interests that could give rise to conflicts of 
interest when assigning ESG ratings or assessing the involvement of a company in certain 
activities.
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Due diligence

WisdomTree carries out due diligence on the Index Provider and reference Index prior to the 
launch of the Fund. 

As part of this due diligence, WisdomTree assesses the Index methodology to determine 
whether it would achieve the desired investment outcome and environmental and/or social 
characteristics promoted by the Fund. This evaluation includes the investment universe of 
the Index and the degree of coverage by third-party data providers as part of the exclusionary 
criteria applied by the Index. 

This evaluation includes the investment universe of securities, coverage by third-party data 
providers and the exclusionary screening criteria implemented by the Index. 

In addition, WisdomTree monitors PAI indicators on sustainability factors of investee bond 
issuers at the Fund level on a quarterly basis using an internally developed monitoring system 
and data received from the Investment Manager and third-party ESG data provider.

Engagement policies

As a responsible investor, WisdomTree adopts an active ownership approach to promote 
better corporate behaviour in investee bond issuers in terms of sustainability and 
management of Environmental, Social and Governance risks. 

WisdomTree exercises voting rights and constructively engages with investee bond issuers 
through its investment managers, to whom portfolio management activities are outsourced. 
In selecting and monitoring investment managers, WisdomTree ensures that voting and 
engagement policies of the Investment Managers match the standards defined by 
WisdomTree.

Further details on WisdomTree’s proxy voting policy are available at 
https://www.wisdomtree.eu/en-gb/wisdomtree-investment-governance and on WisdomTree 
voting dashboard available at: https://www.wisdomtree.eu/en-ie/proxy-voting-dashboard. 

Designated reference benchmark

The Index has been designated as a reference benchmark and utilises ESG exclusionary 
criteria to meet certain environmental or social characteristics promoted by the Fund. 

Information on how that index is aligned with the environmental and social characteristics 
promoted by the Fund, including the input data, the methodologies used to select those data, 
the rebalancing methodologies and how the index is calculated can be found in the 
methodology here.
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