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MARKET REVIEW
In the first quarter of 2025, global markets faced an incredibly tumultuous period as the US imposed 25% tariffs on Canada, Mexico, Steel and Aluminium, raised 
additional tariffs on China from 10% to 20%, and threatened reciprocal tariffs, later announced on April 2nd. S&P 500 had its biggest quarterly decline since 2022, 
but US treasuries saw a modest gain of +2.9% due to the risk-off sentiment and mounting speculation of a US recession. The Fed kept interest rates unchanged 
but continued to signal two potential rate cuts for 2025. Additionally, the pace of Quantitative Tightening (QT) was slowed, with the runoff in Treasury holdings 
lowered from $25bn to $5bn from April 1st, which helped stabilize treasury yields. The ECB delivered two 25 basis point rate cuts in January and March 2025. 
These cuts reflect a more accommodative monetary policy stance, seeking to support growth amid global uncertainties. Following the election win in February, 
the German incoming government announced a significant shift in its fiscal policy to boost infrastructure by $500bn to stimulate growth and relax the debt brake 
on defense spending. This shift represents a major change in Germany's fiscal strategy, potentially transforming its economic landscape and influencing broader 
European economic policies. Over the quarter, the 10-year bund yield rose +37bps to 2.74%, and the German 2s10s curve moved up +41bps on the quarter to 
69bps. The US 2-10-year yield curve closed the quarter unchanged at +32bps from December levels, with US 10-year yields closing at 4.20% lower by 36bps from 
the end of the previous quarter. 

Following a solid start in January, markets began to exhibit signs of instability towards the month’s end. One pivotal development was the introduction of 
DeepSeek’s AI model, which cast doubt on the sustainability of big tech valuations in the US. However, there were positive developments, as European equities 
significantly outperformed due to a major fiscal policy shift towards increased defense spending. Late January also marked the widespread implementation of 
tariffs by the United States following the new Trump administration taking office on January 20. Initially, a 25% tariff was announced for Canada and Mexico, 
prompting a risk-averse shift on February 3; however, the deadline for these tariffs was extended at the last moment, leading investors to become more relaxed 
about the potential developments. Indeed, the S&P 500 reached an all-time high on February 19, at which point it had increased by +4.6% in total return terms 
for the year to date. Yet, as uncertainty around tariffs grew, markets began to see more substantial risk-off movements. For instance, the extension for Canada 
and Mexico came to an end, with 25% tariffs applied on both starting March 4, while the additional tariff on China was raised from 10% to 20%. Separately, 25% 
tariffs on steel and aluminum were introduced on March 12. 

The tariffs also heightened investor anxieties regarding rising inflation, compounding existing concerns as inflation persisted above target levels in major 
economies. For instance, the US 1-year inflation swap rose to 3.25% in Q1, marking its highest level in two years and the largest quarterly increase in three years. 
Furthermore, consumers' inflation expectations also climbed, with the University of Michigan’s long-term measure rising to 4.1% in March, the highest level since 
February 1993. At the same time, concerns grew regarding the US economic outlook, and speculation about a possible recession intensified. For example, the 
Conference Board’s consumer confidence index decreased to 92.9 in March, the lowest level since January 2021, while the expectations component dropped to 
65.2, the lowest since March 2013. These stagflation fears led to a clear risk-off trend, which accelerated toward the end of the quarter. 

Geopolitics has been a source of perennial economic uncertainty over the year, motivating companies and corporations to take sustainable initiatives, shortening 
supply chains and reducing carbon footprint. In the US, President Trump, who declared a 'national energy emergency' on his inauguration day, is very much 
considered a climate sceptic. He may find it more complicated to roll back the Inflation Reduction Act (IRA) and other pieces of climate legislation, given that it 
largely benefits Republican districts  and as his support in the Senate and the House of Representatives will be lacking. 
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PERFORMANCE

As at 31/03/2025                                                                                                                               
               *Returns over one year are annualised

Past performance does not guarantee future returns. Returns are based on Nikko AM’s (hereafter referred to as the “Firm”) Global Green Bond Fund Class A GBP and Class A USD shares 
returns (Net). Returns are calculated net of advisory and management fees, custodial fees and withholding taxes, and are net of transaction costs and include reinvestment of dividends and 
interest. Returns in excess of one year are annualised. For risk and performance purposes only, since 3 October 2023 the iBoxx Global Green, Social & Sustainability Bonds Index has been used as 
a reference benchmark. Prior to this, from 1 August 2018 to 2 October 2023 the benchmark comprised of 50% W5G1 & 50% JPPUELM Total Return Gross Index. Prior to August 2018, a 
proprietary benchmark containing only World Bank Bonds was utilised. For more details on the Firm’s compliance with GIPS, please contact Nikko Asset Management. Fund Inception Date: 22 
March 2010. Source Nikko AM and the Fund custodian (BNP Paribas).

The fund underperformed 
the benchmark by 84 bps, 
posting a return of 2.27% in 
Q1 2025 versus the 
benchmark, which returned 
3.10% over the same period.
 

Q1 2025 Net Performance Returns (Class A USD) % 

Net Returns (Class A USD) % 1 Month 3 Months CYTD 1 Year 3 Year Since Inception*

Global Green Bond Fund 1.05% 2.27% 2.27% 1.96% 1.22% 0.01%
Iboxx Global Green, Social & 
Sustainability Bond Index 1.58% 3.10% 3.10% 2.96% 2.27% 1.08%

Excess Return -0.53% -0.84% -0.84% -1.00% -1.05% -1.07%

Net Returns (Class A GBP) % 1 Month 3 Months CYTD 1 Year 3 Year Since Inception*

Global Green Bond Fund -1.45% -0.74% -0.74% -0.31% 1.84% 0.87%
Iboxx Global Green, Social & 
Sustainability Bond Index -0.91% 0.04% 0.04% 0.77% 2.96% 2.04%

Excess Return -0.55% -0.78% -0.78% -1.08% -1.12% -1.17%

1.05%
2.27% 2.27% 1.96%

1.22%
0.01%

1.58%
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-1.00%

1.00%

3.00%

5.00%

7.00%

9.00%
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13.00%

15.00%
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PERFORMANCE REVIEW

Returns are calculated net of advisory and management fees, custodial fees, withholding taxes, transaction costs and include reinvestment of dividends and interests 
* In US dollars.

Source: Bloomberg
    As at 31st March 2025

The fund underperformed the benchmark by 84bps in 1Q2025, posting a net return of +2.27% versus the benchmark, which returned +3.10% over the same period  (Class A 
USD).

The US Investment Grade (USIG) index rose by 1.59% in Q1 2025. The Green Bond fund outperformed the USIG index by 68bps. In relative terms, the fund underperformed 
the benchmark by 84bps in the first quarter of 2025 (class A USD). Our allocation to corporate bonds contributed positively to the absolute and relative performance. 
Corporate bonds continued to outperform as earnings remained strong, and demand for bonds outpaced supply. Spreads remained tight in Europe until March, even though 
they widened in line with US corporate spreads after the April 2nd reciprocal tariff announcements. The increase in underlying rates impacted the performance of longer-
duration positions and our allocation to key US and European credit sectors. Our proprietary security selection-led investments in real estate, banking and utility sectors 
contributed positively to the fund's performance. Our investment process focuses on identifying companies transitioning to a cleaner future. For example, the utility sector 
offers multiple opportunities to support the green transition and typically has longer-duration investments. Similarly, the banking sector focuses on supporting sustainable 
building projects or improving the sustainability of existing buildings.

Attribute Contribution to  gross
relative performance (%)*

Yield Curve -0.36

Asset allocation 0.04

FX allocation & Hedging -0.05

Security Selection -0.14

Pricing difference -0.07

Total -0.56
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BEST/WORST PERFORMERS 

Reference to any particular securities or sectors is purely for information only and does not guarantee their continued inclusion, nor does it constitute a recommendation to buy, sell 
or hold any securities or to be relied upon as financial advice in any way.

Bucket OAS change is the change in OAS for the mentioned Bucket for its Currency/Country in the Benchmark

US dollar denominated

Source: Bloomberg
                As at 31st March 2025

Best Instruments by Security Selection Contribution

Instrument Bucket Port wt (%) Instr OAS 
change (bps)

Bucket OAS 
change (bps) Outperf (%) Benchmark wt 

(%)
Active wt 

(%)
FRTR 0 ½ 06/25/44 Treasury US 8.83 -11.92 -6.77 0.02 5.72 3.11
CMARK 0 ⅞ 03/11/33 Corporate EU 0.05 -16.65 -2.89 0.01 0.10 -0.05
EIB 2 ¾ 01/16/34 Government-Related EU 0.07 -0.63 0.28 0.01 0.59 -0.52
RABOBK 1.106 02/24/27 Corporate US 6.28 -17.51 7.84 0.01 0.00 6.28
EOANGR 4 ⅛ 03/25/44 Corporate EU 0.09 -12.86 -2.89 0.01 0.20 -0.10
EU 2 ¾ 02/04/33 Government-Related EU 0.01 2.31 0.28 0.01 1.16 -1.15
FRLBP 1 ⅜ 04/24/29 Government-Related EU 0.06 -21.35 0.28 0.01 0.07 -0.01
ENGIFP 1 ½ PERP Corporate EU 0.03 -26.54 -2.89 0.01 0.15 -0.12
BNP 1.675 06/30/27 Corporate US 1.91 -13.96 7.84 0.01 0.00 1.91
MBKPW 0.966 09/21/27 Corporate EU 0.11 -25.48 -2.89 0.01 0.09 0.01

Worst Instruments by Security Selection Contribution

Instrument Bucket Port wt (%) Instr OAS 
change (bps)

Bucket OAS 
change (bps) Outperf (%) Benchmark wt 

(%)
Active wt 

(%)
CTPNV 4 ¼ 03/10/35 Corporate EU 0.12 21.75 -2.89 -0.01 0.09 0.03
SW 3.807 11/27/36 Corporate EU 0.59 6.76 -2.89 -0.01 0.20 0.39
AFDB 5 ¾ PERP Government-Related US 1.12 21.06 3.37 -0.01 0.00 1.12
PRIFII 4 ⅜ 07/01/36 Corporate EU 0.93 9.87 -2.89 -0.01 0.21 0.72
SSELN 2 ⅛ 03/24/36 Corporate UK 3.25 24.31 21.68 -0.01 0.40 2.85
GM 5.4 10/15/29 Corporate US 0.38 43.32 7.84 -0.02 0.34 0.03
GFCFP 1 ⅝ 05/29/34 Corporate EU 0.16 6.57 -2.89 -0.02 0.11 0.04
FDX 0.45 05/04/29 Corporate EU 0.61 68.27 -2.89 -0.02 0.07 0.54
ORSTED 5 ⅜ 09/13/42 Government-Related UK 0.95 26.30 26.30 -0.03 1.43 -0.49
EU 2 ⅝ 02/04/48 Government-Related EU 8.90 6.85 0.28 -0.10 1.21 7.69
Source: Bloomberg PORT
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INVESTMENT ACTIVITY 

During the fourth quarter of 2023, the Fund strategically pivoted to include credit investment, marking a significant shift in our investment approach. This 
change aligns our operations more closely with the iBoxx Global Green, Social & Sustainable Bond Index, which we will now be managing in totality. This 
decision reflects our commitment to diversify the portfolio and to adapt to the evolving market landscape, optimizing returns and mitigating risks for our 
investors. Demand for green bonds was stable in the year 2024, while Euro denominated issuance was stronger than US dollar ones. Bond supply 
weakened as market volatility also impacted the green bond market. In addition, green bonds outperformed other labels, such as social bonds, in terms 
of supply. The biggest group of issuers in the green bond market were governments, followed by corporates. The greenium continued to decline and 
turned negative for some sectors such as telecom, which makes the asset class particularly attractive compared to conventional bonds. Real estate 
companies are improving their buildings sustainably by switching to LED lights. This year we used the attractive valuation in the real estate sector as an 
opportunity to make a positive impact. 

We believe that "Green" corporate bonds should perform positively in the coming quarters as supply volume slows and the global economy continues its 
current growth path. Furthermore, we expect inflows into the asset class to remain strong. We prefer issuers that benefit from lower yields, such as 
utilities and real estate. In addition, we are overweight banks, given their superior profitability versus the rest of the market. We expect spreads to remain 
stable as demand for attractive yielding bonds is high and corporate fundamentals continue to be healthy. In 2025, it will be interesting to see if issuers 
will adapt to the new EU green bond standards or continue to issue in accordance with the ICMA rule book. We expect issuers from the utility sector to be 
early adopters of the new standard, while other sectors will follow more slowly.

The market's trajectory remains unchanged, with or without US participation
Since Donald Trump's return to the White House, the landscape of sustainability initiatives has dramatically transformed. The implementation of "Trump 
Tariffs" threatens to disrupt the global economic order. At the same time, significant corporate players like BlackRock have withdrawn from the Net Zero 
Asset Managers initiative, alongside major US banks such as Goldman Sachs and JPMorgan, leaving the Net Zero Banking Alliance. This shift hints at a 
potential downturn in the emphasis on sustainability in the US over the next four years. However, even against this backdrop, the underlying 
fundamentals that support sustainable investments, particularly green bonds, remain robust. The global momentum for sustainable finance is an 
unyielding force. Bond yields are at their highest in nearly two decades, making bonds an increasingly attractive investment option. In today's 
unpredictable market, the predictability of bond yields offers a sought-after sense of stability. The sustainable bond market is thriving, having surpassed 
a remarkable $5 trillion in issuance. This impressive figure encompasses a wide array of issuers, from government entities to municipal bonds, providing 
investors with ample opportunity to create well-diversified portfolios that mitigate risks associated with limited investment options or liquidity 
constraints. Despite some asset managers stepping back from net-zero initiatives due to legal concerns in the US, green investments continue to rise. 
Bank of America reported over USD 40 billion absorbed into ESG bond funds in 2024, double the pace of 2022. Investors see value in sustainable fixed-
income products, and demand for green bonds is growing.

Reference to any particular securities or sectors is purely for information only and does not guarantee their continued inclusion, nor does it constitute a recommendation to buy, sell 
or hold any securities or to be relied upon as financial advice in any way.
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OUTLOOK

As the US retreats on sustainability, other countries step up
US domestic issuers have historically contributed only a small fraction to global green bond issuance. Most green bonds linked to the US arise from Fannie Mae's green 
mortgage-backed securities and LEED-certified commercial mortgage-backed securities. Furthermore, influential multilateral institutions like the World Bank and the 
Inter-American Development Bank continue to dominate issuance. These entities are headquartered in the US, but various countries back them, and thus, they remain 
insulated from domestic shifts in policy.

European countries are evolving their views on regulation.
Political shifts in the US have sparked debate within the EU about the complexity and cost of sustainability regulations. Countries like France, Germany, and Denmark are 
concerned that extensive ESG reporting requirements are making the EU less competitive. The Draghi report on EU competitiveness (September 2024) called for 
simplifying regulations, leading to Omnibus regulation to reduce and merge requirements. France and Germany support this initiative. If the EU can balance preventing 
greenwashing and maintaining a workable framework for companies, it could help sustain market growth rather than stifle it with too-rigid compliance demands. 
Sustainable indices, predominantly composed of Euro-centric assets, may outperform traditional indices if prolonged dollar weakness persists, capitalizing on their 
inherent preference for euro-denominated investments. The evolution of the sustainable bond market has also seen a decrease in apprehensions regarding the 
"greenium," or the additional cost associated with investing in sustainable bonds. Any yield discrepancies have become marginal—often just a few basis points—whereas 
factors like currency risk and duration now play a more significant role in performance. Notably, green bonds are beginning to mirror the performance of conventional 
bonds. 

Japan's increasing participation in the green bond market
Japan's entry into the green bond market could be a game changer. The government began issuing transition bonds in February 2024 for its Green Transformation (GX) 
programme, aiming to mobilize JPY 150 trillion (USD 1 trillion) for advancing sustainable technologies over the next decade. Japanese pension funds, which were 
historically slow to adopt ESG strategies, are now shifting positively. Seven major Japanese pension funds signed onto the UN-backed Principles for Responsible 
Investment (PRI) in the past year, signalling a more substantial commitment to sustainable investing. Since June 2024, three funds overseeing retirement savings for 
police officers and public-school employees have joined the initiative, further reinforcing Japan's commitment to sustainable finance.  This shift has been partly driven by 
unwavering government support, with former Prime Minister Fumio Kishida and his successor Shigeru Ishiba encouraging ESG alignment. Japan's pension market, valued 
at over JPY 90 trillion (USD 566 billion), is now more engaged in sustainable investments, potentially accelerating market adoption. Japan's growing involvement comes at 
a time when other major economies, including China, are also expanding their green bond programmes.

Sustaining the future: the ongoing case for sustainable bond. A once-in-a-generation opportunity?
The iBoxx Green, Social, and Sustainability Bond Index has aligned with broader benchmarks like the Bloomberg Global Aggregate Bond Index. This indicates that 
investors no longer face a binary choice between sustainability and competitive financial returns. Despite the retreat of the US from global sustainability commitments, 
such as the Paris Climate Agreement, the overarching impact on the global sustainable bond market is expected to be minimal. The sustainable bond market remains 
resilient, driven by global investor demand. The market's growth trajectory continues toward a sustainable future unaffected by US participation. Green bonds offer 
transparency and diversification, making them essential for institutional investors' portfolios, matching the long-term returns of conventional bonds. Investors have a 
short window before global yields fall, making higher fixed-income allocation favourable. The positive outlook for fixed income also presents an opportunity to increase 
green bond exposure.

Reference to any particular securities or sectors is purely for information only and does not guarantee their continued inclusion, nor does it constitute a recommendation to buy, sell 
or hold any securities or to be relied upon as financial advice in any way.
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KEY NOTABLE INVESTMENT ACTIVITY

Reference to any particular securities or sectors is purely for information only and does not guarantee their continued inclusion, nor does it constitute a recommendation to buy, sell 
or hold any securities or to be relied upon as financial advice in any way.

Purchases/Sales

Switch
Bought CTPNV 4 1/4 03/10/35 and Sold CTPNV 3 7/8 11/21/32

We switched our existing position in CTPNV 3 7/8 11/21/32 into the newly issued CTPNV 4 1/4 03/10/35 to add duration to the fund but also due to 
attractive pricing/pickup from the existing position in CTPNV.CTP’s latest FY24 results continues to perform as expected and can be summarised as 
fairly solid overall with fundamentals remaining intact - we continue to view logistics/business park sub-sector in CEE as one of the best placed in the 
real estate sector as the region continues to benefit from strong tenant demand and higher starting yields.

Sales to reduce Credit Risk
Toward the end of the quarter, we started to reduce credit risk ahead of the correction. We focused on issuers with a High Yield rating, like Virgin Media, 
M-Bank and Iliad . However, we also reduced our exposure to Hybrid bonds, like Telias and Engie, as these bonds tend to be more volatile in market sell-
off. In addition to High Yield and Hybrid risk, we reduced our position in the banking, i.e. Deutsche Bank, BBVA and real estate sector, i.e. Vonovia.
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POSITIONING

As at 31st March 2025 
Source: Nikko Asset Management and FactSet.

The benchmark is the iBoxx® Global Green, Social & Sustainability Bonds Index
Confidential – Not For Redistribution. This material must be read in conjunction with the ‘Important Information’ statement on the last page

Currency positioning5 Largest Holdings

Fund Benchmark

Number of Bonds 57 2888

Yield to Maturity (Gross) 3.93 3.76

Modified Duration (Years) 7.63 6.00

Bloomberg Composite Rating AA-/A+ AA-/A+

% invested in Green Bonds 86.87 57.12

% invested in Sustainable Bonds 9.10 18.38

% invested in Social Bonds 1.88 14.66

Fund Characteristics

Top Currency Exposure Fund Benchmark

Euro

USD

GBP

AUD

CAD

Country Fund Benchmark

NEDWBK 3 04/20/33 Netherlands 7.12% 0.06%

IBRD 3.875% 28/08/2034 United States 6.42% 0.10%

EU 2.625% 04/02/2048 (EUR) Supranational 4.35% 0.42%

EU 2.75% 02/04/33 Belgium 3.74% 0.42%

EIB 2.75% 16/01/2034 (EUR) Supranational 3.30% 0.21%

69.39% 69.02%

18.60% 23.19%

7.61% 6.45%

3.27% 0.00%

1.10% 1.33%

Reference to any particular securities or sectors is purely for information only and does not guarantee their continued inclusion, nor does it constitute a recommendation to buy, sell 
or hold any securities or to be relied upon as financial advice in any way.
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Key statistics

GLOBAL GREEN BOND STRATEGY

Option Adjusted Duration Local Yield to Worst Option Adjusted Spread Bloomberg Composite Rating

Global Green Bond Strategy 7.63 3.93 80.1 AA-/A+

Benchmark 6.00 3.76 73.6 AA-/A+

Source: Nikko Asset Management; data as at 31 March 2025. The above is a representative portfolio of the Global Green Bond Strategy and the benchmark is the iBoxx® 
Global Green, Social & Sustainability Bonds Index. *Other refers to cash and bonds/loans with an unassigned ICMA classification. 

Key Rate CompositionFX compositionCredit rating composition Bond category composition
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9.1%
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Currency Difference

EUR 0.4%

USD -4.6%

GBP 1.2%

CAD -0.2%

AUD 3.3%

Category Difference

Green Bond 29.7%

Sustainability Bond -9.3%

Social Bond -12.8%

Other* -7.7%

Category Difference

AAA -6.7%

AA -7.7%

A 4.7%

BBB 12.1%

HY -4.4%

Other and NC 2.1%

Key Rate Difference

<6M -4.1%

6M -7.4%

2Y -9.8%

5Y 14.1%

10Y 4.1%
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NC 2.2%
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Xylem has developed a Green Finance Framework under focussing on three SDGs

XYLEM – CASE STUDY

Xylem Inc. is a global water technology provider. It works with public utilities, 
residential, commercial, agricultural as well as industrial settings

Fundamental analysis of Xylem’s sustainability and strategy by our PM team and ESG specialists

Xylem has linked its executive remuneration to 
five critical sustainable goals to enhance 
management accountability.

Project: Park City, Utah.  
Used Xylem’s intelligent leak detection and 
pressure monitoring solution to identify leaks 
and help predict leaks and infrastructure flaws

Project: Walla Walla, Washington. 
A smart utility network from Xylem’s Senses brand 
has helped Walla Walla cut non-revenue water by 
50 percent, saving over 650 mln gallons annually

A committee consisting of members 
across different departments and 
senior management representatives

Xylem applies a portfolio approach. The 
allocation to the portfolio has to match 
the amount of Green Bonds outstanding. 
Unallocated proceeds will be help in the 
treasury liquidity portfolio.

Xylem will report quantitative impact 
metrics on an annual basis. 

Circular economy adapted products, 
production technologies and processes

Sustainable water and waste 
water management

Use of Proceeds Project Evaluation Management of Proceeds Reporting

PM team, together with our ESG specialists verify that the Green Bond framework is in line with the ICMA principles 

Goals: 100 percent Renewable Energy at major facilities. 100 percent Process Water recycling at major 
facilities. Achieve zero waste to landfill from processes at major facilities. Reduce injury frequency rate 
to an incident rate of 0.5 or below. Develop 1.5°C science-based targets for GHG reduction (Scope 1, 2, 3).

Reference to any particular securities or sectors is purely for information only and does not guarantee their continued inclusion, nor does it constitute a recommendation to buy, sell 
or hold any securities or to be relied upon as financial advice in any way.
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The dynamic credit model in action

XYLEM – CASE STUDY

Business Risk/Profile Key Risk

Ongoing supply chain and inflationary 
cost headwinds affect operating margins: 
facing challenges due to supply chain 
disruptions and inflationary costs. 

Another risk is the execution and 
integration risk: As Xylem Inc. continues 
to grow and expand its product and 
service offerings, it may face execution 
and integration risks.

Financial Metrics Credit View/Position

We view Xylem’s credit as favourable as it 
operates in a fairly stable industry with 
long-term tailwinds that can mitigate 
earnings variability and margin pressure.

We expected both inflationary cost 
pressures and supply chain issues to ease 
by YE23, which will be another additional 
benefit to Xylem’s overall revenue 
growth and credit profile, supported by 
its healthy backlog.

Xylem essentially operates as a water 
equipment manufacturer and service 
provider in a sizable and highly 
fragmented global water industry.

Xylem has a wide sales channel, its 
distributes its products through a 
network of direct sales force, resellers, 
distributors markets and also directly 
to utilities, engineering and 
construction firms. 

Economic Net Debt/EBITDA: 1.23x 

Net Debt/ (EBITDA-Capex): 1.60x 

EBITDA/Interest: 19.6x

EBITDA Margin: 12.0%

*As per per 2023 FO1 LTM; 
FFO = OCF-Capex-divs; 

RCF = FFO-divs 

Key Risks

Business Risk

Financial Metrics

Maturity/Position

Security/Cap structure

Relative Value
In-house Research

(fundamental)

Dynamic Credit Model
(quantitative)

Xylem Inc. is a global water technology provider. It works with public utilities, 
residential, commercial, agricultural as well as industrial settings

Reference to any particular securities or sectors is purely for information only and does not guarantee their continued inclusion, nor does it constitute a recommendation to buy, sell 
or hold any securities or to be relied upon as financial advice in any way.
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Minimum safeguard and qualitative assessment for all the bonds in the portfolio

ESG CHARACTERISTICS

Issuer ESG profile
Bond-specific 

Allocation and 
Impact reports

Issuer Bond 
Framework and 

Second-Party 
Opinion

Major Concern Monitor No concernDue Diligence

Review Outcome

Investment

Engagement & Portfolio monitoring

All Bonds aligned with ICMA Green 
Bond Principles

All issuer frameworks receive 
External review*

All Bonds assessed through internal 
review process

90% of portfolio allocated towards 
environmental projects 

SFDR Article 9 fund

Sustainability review processPortfolio ESG characteristics

Our proprietary assessment process ensures the suitability of a bond and its 
issuer in the portfolio from a sustainability perspective.  It monitors each 
bond’s impact and the consistency between the issuer sustainability strategy 
and the issuance of a labelled bond. 

Sustainability review

Exclusion

*Second party opinion
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Assessment summary

Issuer Bond
Issuer IBERDROLA FINANZAS SOCIEDAD ANONIMA Name IBESM 1.575 PERP
Sector Utilities Bond type Green Bond
Industry Electric Issuance date 16/11/2021
MSCI ESG Rating AAA Maturity date #N/A Field Not Applicable
MSCI Rating trend 0 Coupon Rate 1.575
UNGC status Watch List Issue Price 100
Controversy flags Orange Currency EUR

ICMA Guidelines

Clear description of use of 
proceeds Yes Clear project selection process Yes

Transparent management of 
proceeds

Yes

Frequent public reporting Yes Second-Party Opinion Yes Independent External Audit Yes

Issuer review

Assessment

The company's Climate strategy can be considered best-in-class. The company has set up clear and ambitious absolute emissions reduction targets for 2030 (-65%) and 
2039 (-90%). These targets are SBTi approved and considered aligned with 1.5C pathway. External reviewers like MSCI, CDP and TPI have given the highest ratings 
when assessing Ibredrola's Carbon emissions reduction strategy. 
The main concerns to monitor are in relation to Environmental and Social Impacts of hydroplants in Barzil and especially the Teles Pires Dam which has been highly 
criticised for its negative impact on indigenous populations.  It looks like Iberdrola swapped its stake in the dam with Electrobras recently. Could be confirmed via 
engaging IR, 

Strategy alignment Yes Good Governance Yes Do No Significant Harm Yes

Recommendation Enhance Due Diligence

Bond Framework

Assessment

Overall - disclosure aligns with recommendation from ICMA guidelines. The framework received best rating from the Second-Party Opinion Provider. Use of proceeds is 
mapped to clear categories: Energy Access, Renewable Energy, Energy efficiency and Clean and sound technologies for industrial processes. Process for project 
selection and evaluation is clearly described and does not raise concern. The only area to monitor is the extent to which re-financing is used given that there is no limit 
on refinancing. An impact and allocation report is provided annually and receive external assurance from the auditor. 

Recommendation Monitor

Bond Impact

Assessment
Green bonds report includes transparent information about allocation and impact of proceeds. Information is clear: it is bond-specific with clear project categories 
financed through each individual projects. Impact data is provided for each project too as well at the bond-level. The report was also externally audited. None of the 
proceeds were allocated towards refinancing projects which is welcomed.

Recommendation No significant concern

ESG CHARACTERISTICS – ISSUER EXAMPLE

Reference to any particular securities or sectors is purely for information only and does not guarantee their continued inclusion, nor does it constitute a recommendation to buy, sell 
or hold any securities or to be relied upon as financial advice in any way.
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Examples of Bonds not included in the portfolio & Engagement activity carried out as result of review flags

STEWARDSHIP – REVIEW OUTCOMES & ENGAGEMENT EXAMPLES

Enhance Due diligence - Engagement

Issuer review – Major Concern

Thermo Fisher faces allegations of indirect role in 
civil liberties infringement related to the sale of its 
products to the Chinese government to compile a 
DNA database of Uyghurs and Tibetan minorities. 
This is not consistent with the positive sustainable 
impact objective of the fund.

Thermo Fisher Scientific

Bond Impact – Major Concern

Allocation and Impact report provides no visibility 
on the projects and categories towards which 
proceeds have been allocated. No quantifiable 
data and no impact metrics are available.

SYSCO Corporation

Major Concern – No investment

Issuer: Vonovia               Sector: Real Estate

Review : Enhance Due diligence

Context:  We identified some potentials areas of improvement in the 
issuer’s climate strategy.  Vonovia has set various targets across material 
environmental categories such as CO2 reduction in its housing portfolio 
and Sustainable construction and refurbishment. However, targets only 
cover 89% of its portfolio and have not received science-based 
certification, unlike other peers. 

Activity:  We engaged with the company to encourage setting up 
targets covering 100% of its portfolio and having its targets reviewed by 
the Science-Based initiative (SBTi). The company explained that it 
developed its Climate path together with the Fraunhofer Institute and 
was science-tested in 2022. At the time it started the Climate Path, SBTi 
had not yet release the standard for the industry. We encourage the 
company to have its target validated to align with best practice in the 
industry.  

Outcome: The company stated its intention to submit to SBTi. We 
expected that this will encourage the company to strengthen the 
coverage of its target. This proved to be the case as Vonovia enhanced 
its target coverage and ambition. In April 2024, SBTi validated Vonovia’s 
climate targets and confirmed they were aligned with the 1.5-degree 
target of the Paris Climate Agreement. 

Reference to any particular securities or sectors is purely for information only and does not guarantee their continued inclusion, nor does it constitute a recommendation to buy, sell 
or hold any securities or to be relied upon as financial advice in any way.
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GLOBAL GREEN BOND – ENGAGEMENT UPDATE

Company Country Date Type Description

Vonovia DE

16/11/2023 1-to-1
Email sent to encourage company to have its climate targets certified by Science-

Based Target initiative (SBTi), in line with peers. 

05/12/2023 Letter Query about impact report publication - confirmed by Vonovia by email. 

Iberdrola ES

11/12/2023 Letter
Email sent to address Environmental and Social Impact of Hydro projects in Brazil 

(Controversies). 

05/01/2024 1-to-1

Meeting to discuss social and environmental controversy of hydroplants in Brazil. 

Mitigation system in place since mistake 15 years ago. Proper process in place to 

avoid same issue. No plan of new dam in the near future that can lead to same 

issues. Engagement now closed.

Vinci FR 11/12/2023 Letter
Query about SBTi validation of scope 3 targets. Vinci confirmed scope 3 targets 

have been validated by SBTi.

Duke US 23/04/2024 Letter
Engagement following controversy around Duke's climate targets and auditing of 

impact report. 

World Bank US 11/11/2024 Letter
Ask about reports external verification and encourage use of second-party 

opinion

KfW DE 26/03/2025 Letter Monitor controversy from a subsidiary’s financing activity linked to deforestation. 

Reference to any particular securities or sectors is purely for information only and does not guarantee their continued inclusion, nor does it constitute a recommendation to buy, sell 
or hold any securities or to be relied upon as financial advice in any way.
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Strong Issuer quality

GLOBAL GREEN BOND FUND – ISSUERS ESG OVERVIEW  

Issuer Weight Rating*

SUEZ SA BB 2.22%
Stellantis N.V. BB 1.05%
Nederlandse Waterschapsbank N.V. BBB 7.22%
Reino de Espana BBB 3.09%
Republica de Chile BBB 3.04%
Repubblica Italiana BBB 3.03%
BANK POLSKA KASA OPIEKI - SPOLKA AKCYJNA BBB 1.42%
GENERAL MOTORS COMPANY BBB 1.29%
DANSKE BANK A/S BBB 0.95%
European Union A 8.20%

MSCI Issuer ESG Ratings (%)

Highest Rated issuers Lowest Rated issuers

Sector breakdown

*MSCI ESG Manager

European Investment Bank AAA 7.96%
International Bank for Reconstruction and 
Development AAA 6.51%
Oersted A/S AAA 1.84%
GECINA SA AAA 1.75%
SCOTTISH HYDRO ELECTRIC TRANSMISSION PLC AAA 1.43%
Iberdrola Finanzas, S.A.U. AAA 1.37%
LA BANQUE POSTALE SA AAA 1.27%
NXP B.V. AAA 1.18%
BAWAG P.S.K. Bank fuer Arbeit und Wirtschaft und 
Oesterreichische Postsparkasse Aktiengesellschaft AAA 1.03%
XYLEM INC. AAA 0.82%

Issuer Weight Rating*

Reference to any particular securities or sectors is purely for information only and does not guarantee their continued inclusion, nor does it constitute a recommendation to buy, sell 
or hold any securities or to be relied upon as financial advice in any way. As at 31st March 2025. 
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Proceeds allocated mainly towards environmental projects

GLOBAL GREEN BOND FUND – BONDS BREAKDOWN

Projects financed**Bond categories*

Use of Proceeds by region**

**% of Use of Proceeds (weighted),  Source: S&P, Coverage: 77.3% of portfolio

*Nikko AM as at 31st March 2025 

Reference to individual securities is for illustration purpose only and does not guarantee their continued inclusion in the strategy’s portfolio, nor constitute a recommendation to buy or sell
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GLOBAL GREEN BOND FUND – IMPACT METRICS

Source: S&P as of 31 March 2025, Coverage: 77.3% of portfolio

Metric per USD 10m Invested Impact Unit

Energy produced by renewable energy projects 19.7 GWh 

Total area covered for green buildings 576.8 m2

Total Passenger km funded by transport projects 1,466.5 km

Calculated avoided emissions -1,617 tCO2e

Disclosed avoided emissions -1,545 tCO2e

4.1 million
miles driven by an 
average gasoline-

powered passenger 
vehicle*

1,621

acres of U.S. forests 
in one year*

3,743

barrels of oil 
consumed*

1.8 million

pounds of coal 
burned*

Equivalent to…….

*Calculated using the GHG Equivalencies Calculator, United States Environmental Protection Agency: https://www.epa.gov/energy/greenhouse-gas-equivalencies-calculator 

https://www.epa.gov/energy/greenhouse-gas-equivalencies-calculator
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Portfolio alignment with SDGs 

GLOBAL GREEN BOND FUND – CONTRIBUTION TO SDGS 

Bonds contribution to the UN SDGs (% of portfolio) *

*Source: Bloomberg as at 31st March 2025
Bloomberg definition: Specifies the United Nations Sustainable Development Goal(s) (SDGs) that are aligned with the proceeds or Sustainability Performance Target of a security.
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RISK INFORMATION

Besides the risks included in the risk indicator, other risks may affect the fund performance:

Lower liquidity risk - Lower liquidity means there are insufficient buyers and sellers in the market to facilitate the Fund to buy or sell 
investments readily, this could be due to market events as well as large redemptions, causing investments to be sold at a discount, or 
liquidated at a lower price.

Deposits default risk - deposits and money market instruments are exposed to the risk that their issuer may not be able to meet its interest 
payment or principal reimbursment obligations.

Currency risk - In some circumstances, you may receive payments in a different currency, so the final return you will get may depend on the 
exchange rate between the two currencies.
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RISK INFORMATION

Operational risk – due to issues such as natural disasters, technical problems and fraud.

Emerging markets risk - Emerging markets may be exposed to political, fiscal and institutional instability that creates risks associated 
dealing, settlement, accounting, ownership, custody  as well as liquidity (including the risk of internal or external embargos on the sale or 
acquisition of currencies and securities).

Derivatives counterparty risk - A counterparty involved in a derivative transaction with the portfolio, may fail to meet its obligations which 
could cause losses.

Derivative leverage risk - The derivatives used within the fund strategy may create a leverage that increases the Sub-Fund's short term 
volatility and exposes the fund to larger losses.

Debt default risk - high yield debt instruments are materially exposed to the risk that their issuer may not be able to meet its interest 
payment or principal reimbursement obligations.

If you intend to invest in the UCITS Fund, please refer to the Fund Prospectus in order to identify whether the Sub-Fund will manage 
sustainability factors within the meaning of the SFD Regulation (EU) 2019/2088: an article 6 (limited to analysing sustainability risk as part of 
its risk management process), an article 8 (which also promotes certain environmental and social characteristics) or article 9 (which has 
sustainable investment as its primary objective).
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IMPORTANT INFORMATION

This document is prepared by Nikko Asset Management Co., Ltd. and/or its affiliates (Nikko AM) and is for distribution only under such circumstances as may be permitted by applicable laws. This document does not 
constitute personal investment advice or a personal recommendation and it does not consider in any way the objectives, financial situation or needs of any recipients. All recipients are recommended to consult with their 
independent tax, financial and legal advisers prior to any investment.

This document is for information purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments or participate in any trading strategy. Moreover, the information in this 
document will not affect Nikko AM’s investment strategy in any way. The information and opinions in this document have been derived from or reached from sources believed in good faith to be reliable but have not 
been independently verified. Nikko AM makes no guarantee, representation or warranty, express or implied, and accepts no responsibility or liability for the accuracy or completeness of this document. No reliance should 
be placed on any assumptions, forecasts, projections, estimates or prospects contained within this document. This document should not be regarded by recipients as a substitute for the exercise of their own judgment. 
Opinions stated in this document may change without notice.

In any investment, past performance is neither an indication nor guarantee of future performance and a loss of capital may occur. Estimates of future performance are based on assumptions that may not be realised. 
Investors should be able to withstand the loss of any principal investment. The mention of individual securities, sectors, regions or countries within this document does not imply a recommendation to buy or sell.
Nikko AM accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this document, provided that nothing herein excludes or restricts any liability of Nikko AM under 
applicable regulatory rules or requirements.

All information contained in this document is solely for the attention and use of the intended recipients. Any use beyond that intended by Nikko AM is strictly prohibited.

Japan: The information contained in this document pertaining specifically to the investment products is not directed at persons in Japan nor is it intended for distribution to persons in Japan. Registration Number: 
Director of the Kanto Local Finance Bureau (Financial Instruments firms) No. 368 Member Associations: The Investment Trusts Association, Japan/Japan Investment Advisers Association.
United Kingdom: This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and regulated in the United Kingdom by the Financial Conduct Authority (the FCA) (FRN 122084). This 
document constitutes a financial promotion for the purposes of the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the FCA in the United Kingdom, and is directed at professional clients as 
defined in the FCA Handbook of Rules and Guidance.
Luxembourg and Germany: This document is communicated by Nikko Asset Management Luxembourg S.A., which is authorised and regulated in the Grand Duchy of Luxembourg by the Commission de Surveillance du 
Secteur Financier (the CSSF) as a management company authorised under Chapter 15 of the Law of 17 December 2010 (No S00000717) and as an alternative investment fund manager according to the Law of 12 July 
2013 (No. A00002630).
United States:  This document may not be duplicated, quoted, discussed or otherwise shared without prior consent. Any offering or distribution of a Fund in the United States may only be conducted via a licensed and 
registered broker-dealer or a duly qualified entity. Nikko Asset Management Americas, Inc. is a United States Registered Investment Adviser.
Singapore: This document is for information to institutional investors as defined in the Securities and Futures Act (Chapter 289), and intermediaries only. Nikko Asset Management Asia Limited (Co. Reg. No. 198202562H) 
is regulated by the Monetary Authority of Singapore.
Hong Kong: This document is for information to professional investors as defined in the Securities and Futures Ordinance, and intermediaries only. The contents of this document have not been reviewed by the Securities 
and Futures Commission or any regulatory authority in Hong Kong. Nikko Asset Management Hong Kong Limited is a licensed corporation in Hong Kong.
New Zealand: This document is issued in New Zealand by Nikko Asset Management New Zealand Limited (Company No. 606057, FSP22562). It is for the use of wholesale clients, researchers, licensed financial advisers and 
their authorised representatives only
Republic of Korea: This document is being provided for general information purposes only, and shall not, and under no circumstances is, to be construed as, an offering of financial investment products or services. Nikko 
AM is not making any representation with respect to the eligibility of any person to acquire any financial investment product or service. The offering and sale of any financial investment product is subject to the applicable 
regulations of the Republic of Korea. Any interests in a fund or collective investment scheme shall be sold after such fund is registered under the private placement registration regime in accordance with the applicable 
regulations of the Republic of Korea, and the offering of such registered fund shall be conducted only through a locally licensed distributor.
Kingdom of Bahrain: The document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer to the public to purchase the Strategy will be made in the Kingdom of 
Bahrain and this document is intended to be read by the addressee only and must not be passed to, issued to, or shown to the public generally. 
Kuwait: This document is not for general circulation to the public in Kuwait. The Strategy has not been licensed for offering in Kuwait by the Kuwaiti Capital Markets Authority or any other relevant Kuwaiti government 
agency. The offering of the Strategy in Kuwait on the basis a private placement or public offering is, therefore, restricted in accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as amended). No private or 
public offering of the Strategy is being made in Kuwait, and no agreement relating to the sale of the Strategy will be concluded in Kuwait. No marketing or solicitation or inducement activities are being used to offer or 
market the Strategy in Kuwait.
Kingdom of Saudi Arabia: This document is communicated by Nikko Asset Management Europe Ltd (Nikko AME), which is authorised and regulated by the Financial Services and Markets Act 2000 (as amended) (FSMA) 
and the rules of the Financial Conduct Authority (the FCA) in the United Kingdom (the FCA Rules). This document should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in full 
or in part for any purpose whatsoever without a prior written permission from Nikko AME.
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IMPORTANT INFORMATION

Nikko Asset Management Europe Ltd 
Level 5, City Tower, 40 Basinghall Street, London, EC2V 5DE

United Kingdom

Phone: +44 (0)20 7796 9866

Email: EMEAenquiries@nikkoam.com

Authorised and Regulated by the Financial Conduct Authority
Number 122084

This document does not constitute investment advice or a personal recommendation and does not consider in any way the suitability or appropriateness of the subject matter for the individual circumstances of any 
recipient. In providing a person with this document, Nikko AME is not treating that person as a client for the purposes of the FCA Rules other than those relating to financial promotion and that person will not 
therefore benefit from any protections that would be available to such clients.

Nikko AME and its associates and/or its or their officers, directors or employees may have or have had positions or material interests, may at any time make purchases and/or sales as principal or agent, may provide or 
have provided corporate finance services to issuers or may provide or have provided significant advice or investment services in any investments referred to in this document or in related investments. Relevant 
confidential information, if any, known within any company in the Nikko AM group or Sumitomo Mitsui Trust Holdings group and not available to Nikko AME because of regulations or internal procedure is not 
reflected in this document. The investments mentioned in this document may not be eligible for sale in some states or countries, and they may not be suitable for all types of investors.

Oman: The information contained in this document nether constitutes a public offer of securities in the Sultanate of Oman as contemplated by the Commercial companies law of Oman (Royal decree 4/74) or the 
Capital Markets Law of Oman (Royal Decree80/98, nor does it constitute an offer to sell, or the solicitation of any offer to buy non-Omani securities in the Sultanate of Oman as contemplated by Article 139 of the 
Executive Regulations to the Capital Market law (issued by Decision No. 1/2009). This document is not intended to lead to the conclusion of any contract of whatsoever nature within the territory of the Sultanate of 
Oman.
Qatar (excluding QFC): The Strategies are only being offered to a limited number of investors who are willing and able to conduct an independent investigation of the risks involved in an investment in such 
Strategies. The document does not constitute an offer to the public and should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose 
whatsoever without a prior written permission from Nikko Asset Management Europe Ltd (Nikko AME). No transaction will be concluded in your jurisdiction and any inquiries regarding the Strategies should be made 
to Nikko AME.
United Arab Emirates (excluding DIFC): This document and the information contained herein, do not constitute, and is not intended to constitute, a public offer of securities in the United Arab Emirates and 
accordingly should not be construed as such. The Strategy is only being offered to a limited number of investors in the UAE who are
(a) willing and able to conduct an independent investigation of the risks involved in an investment in such Strategy, and (b) upon their specific request. The Strategy has not been approved by or licensed or 
registered with the UAE Central Bank, the Securities and Commodities Authority or any other relevant licensing authorities or governmental agencies in the UAE. This document is for the use of the named addressee 
only and should not be given or shown to any other person (other than employees, agents or consultants in connection with the addressee's consideration thereof).
No transaction will be concluded in the UAE and any inquiries regarding the Strategy should be made to Nikko Asset Management Europe Ltd.

IBOXX: The Iboxx Global Green,Social & Sustainability Bond Index (the “Index”) is a product of S&P Dow Jones Indices LLC or its affiliates (“SPDJI”), and has been licensed for use by Nikko Asset Management. S&P®, S&P 
500®, iBoxx®, iTraxx® and CDX® are registered trademarks of S&P Global, Inc. or its affiliates (“S&P”); Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”);  The Global Green Bond 
Fund is not sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their respective affiliates, and none of such parties make any representation regarding the advisability of investing in such product(s) nor 
do they have any liability for any errors, omissions, or interruptions of the Index.

MSCI:  The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used as a basis for or a component of any financial instruments or products 
or indices.  None of the MSCI information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as 
such.  Historical data and analysis should not be taken as an indication or guarantee of any future performance analysis, forecast or prediction.  The  MSCI information is provided on an “as is” basis and the user of this 
information assumes the entire risk of any use made of this information.  MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI information (collectively, 
the “MSCI Parties” ) expressly disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular 
purpose) with respect to this information.  Without limiting any of the foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, 
without limitation, lost profits) or any other damages.  (www. msci.com).
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