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Introduction 
The Environmental, Social and Governance (ESG) attributes of an investment have come into far 

greater prominence. Therefore, to help advisers meet both regulatory and client demand, Defaqto 

Engage includes ESG data and filters within the software's investment workflows. The ESG data 

compliments Defaqto's existing ESG fund review documents and enables advisers to filter out funds 

that do not meet their client's ESG related preferences. 

 

This guide will instruct you how to:  

• Filter funds to meet client’s ESG requirements 

• Sort funds on ESG exposure 

• Compare ESG data across a selection of funds 

• Access ESG Reviews 

 

If you have any further questions regarding the contents of this guide, please contact Defaqto 

Customer Support by calling 01844 295544 or emailing customersupport@defaqto.com.  

 

Getting Started 
Once you have arrived on the Investment Solution screen, you can access the ESG data and filters 

by choosing either the Risk rated multi-asset funds, TAA or Manual Funds workflow.  
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Once you have chosen your workflow, you will be presented with a Filter & Sort window. 

 

Note: When selecting the TAA workflow, you first have to select an asset class before the Filter & 

Sort window will appear. 

Filters 
Within the Filters & Sort window, a heading labelled ESG Criteria will appear on the hierarchy.  
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By expanding the ESG Criteria heading, you are presented with a series of subheadings that allow 

you to apply filters on specific ESG criteria. 

Mandate 
A manager of a sustainable investment fund selects holdings based on them fulfilling certain 

sustainability criteria or they deliver a specific and measurable sustainability outcome.  

 

For a fund to be considered sustainable, it must satisfy one of the displayed sustainability mandates. 
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By applying the Sustainable Investment filter, the data will only display funds that have been 

classed as sustainable. 

If your client has a specific ESG preference, you can apply a Sustainability Mandate filter.  

 

 

 

 

 

 

These filters are defined as:  

 

• ESG Engagement –  

o This filter enables you to identify funds with strategies that use shareholder engagement, 

including raising resolutions, active proxy voting and direct company engagement to pursue 

ESG goals with invested companies. 

 

• General Sustainable Investment –  

o An indication of whether the strategy is focused on climate action. This theme is concerned 

with the global effort to curb the Earth’s temperature rise and cope with unavoidable 

consequences. It includes measures to promote clean energy, limit greenhouse gas 

emissions, and climate change adaptation measures. It will encompass funds that are 

defined as Climate Solutions or Clean Energy/Tech. 

 

• Healthy Ecosystem –  

o An indication of whether the strategy is focused on healthy ecosystems. This theme is 

concerned with the safeguarding of ecologically sound environments on land, air and 

water. It does not include greenhouse gas emissions and water consumption as these are 

covered under other themes. Included under this theme are strategies that intend to invest 

in companies, or securities, that are specifically involved in industries that positively impact 

the environment. The 'Healthy Ecosystems' encompasses funds that have an environmental 

theme that is not chiefly related to climate change as outlined above such as circular 

economy, blue economy and waste. 

 

• Human Development –  

o An indication of whether the strategy is focused on human development. This theme is 

concerned with enhancing human capabilities and promoting social progress. The theme 

includes but is not limited to securities that support education, improve equality, 

employment opportunities and advanced healthcare. 

 

• Resource Security –  

o An indication of whether the strategy is focused on resource security. This theme is 

concerned with the contribution to resource security through efficient use and circular 

economies. Resources of concern include, but are not limited to, water, timber, metals, 

minerals, gases and all types of manufactured materials. 

 

• Basic Needs –  

o An indication of whether the strategy is focused on basic needs. This theme is concerned 

with addressing the basic needs of humans and focuses particularly on lower-income 

individuals. Basic needs include providing access to food, housing, essential healthcare 

concerning major and neglected diseases, clean water and energy for underserved 

populations, human safety, safe workplaces and safe communities. 
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ESG Review 
By selecting ESG Review and clicking Available, the data will only show funds that have had an 

independent ESG Review carried out by Defaqto.   

By clicking Show results, a fund grid will load that shows the funds that match your entered criteria.  

An ESG Review can be easily downloaded by clicking the ESG Review icon located next to your 

desired fund(s). 
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Alternatively, place a tick against the desired fund and click Fund Documents.  

 

  

 

 

 

The Fund Documents window will then load, which allows you to download an ESG Review along 

with other fund documentation. 

ESG Reviews consider the ESG policy of a fund, as well as evidence as to whether or not the fund is 

following that policy. Other aspects looked at in ESG Reviews include the fund’s levels of ESG 

integration, the manager’s voting and engagement policies and records, the team and wider ESG 

resources behind the fund as well as the fund’s alignment to the United Nations sustainable 

development goals. 
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Example 
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Carbon 
The filters available under Carbon will help you identify funds with low carbon exposure and specify 

the risk they pose to society transitioning to a low carbon economy.  

 

 

By clicking Yes under Low Carbon Designation, you can identify low carbon funds that take into 

account fossil fuel involvement in their holdings. 

 

To receive this designation, a fund must meet two criteria:  

• A 12-month trailing average Morningstar Portfolio Carbon Risk Score below 10. Such portfolios 

are considered to have low carbon risk  

 

• A 12-month trailing average exposure to fossil fuels of less than 7% of assets, which is 

approximately a 33% underweighting to the global equity universe. A portfolio’s fossil-fuel 

exposure is a key driver of its overall carbon intensity 

 

The filters available under Carbon Risk Classification help you set the level of risk a fund poses to 

society transitioning to a low carbon economy. Users can filter on Low, Medium and High Risk 

Risk in this context is referring to the expected ability of each company in the portfolio to adapt to 

a low carbon economy and hence the likelihood of the company ending up with stranded assets 

and the associated negative financial implications of these. 
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Exposure - Coverage 
For ESG data to show, a fund must have over 50% of its assets assessed as having ESG exposure. 

Where a fund has less than 50% of its assets assessed, no ESG data will show. This is designed to 

ensure that low exposure for a particular risk is not simply a reflection of a low percentage of the 

fund's assets being assessed.  
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The Exposure – Coverage filter allows you to specify what percentage of a fund’s overall assets 

need to be assessed for ESG exposure.  

 

For example, by typing ‘90’ in the From box, you will only be able to view funds that have had a 

minimum of 90% of their holdings assessed for ESG exposure. 
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Environmental - Exposure 
When it comes to investing, your client may have a specific environmental concern that they do 

not wish to be exposed to. To help meet this requirement, the Environmental – Exposure filter 

enables you to filter funds based on a series of environmental considerations such as nuclear power 

or pesticides exposure.  

 

The dropdown allows you to select an environmental concern, for instance, pesticides. 

Then enter how much exposure is acceptable to your client, for instance, 0% of pesticides. 

An additional filter can be added by clicking Add another. 
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Social - Exposure 
When it comes to investing, your client may have a specific social concern that they do not wish to 

be exposed to. To help meet this requirement, the Social – Exposure filter enables you to filter funds 

based on a series of social considerations such as alcohol or gambling exposure.  

 

 

The dropdown allows you to select a social concern.  
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The dropdown allows you to select an environmental concern, for instance, tobacco. 

Then enter how much exposure is acceptable to your client, for instance, 0% of tobacco. 

 

An additional filter can be added by clicking Add another. 
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Sorting 
As well as being able to apply filters, you are also able to sort the ESG data based on the level of 

exposure a fund has to any of the Social/Environmental concerns and overall ESG coverage. 

 

 

 

 

 

 

By clicking on the ESG Criteria subheading and selecting either Environmental or Social, you will be 

able to sort the data based on the exposure the remaining funds have to any of the listed 

concerns. This sort will default to ascending order. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Alternatively, you can sort the data by overall ESG exposure. This sort will default to descending 

order. 
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Fund grid 
Once you have finished applying filters and sorts, click Show results to load the Fund grid.  

The grid will show a table view, which provides the fund data and allows you to download Fund 

Review and ESG Review documents.  

 

 

Users can navigate the data by using the section headings. 

 

By clicking ESG Criteria, you will be able to view the underlying ESG data. The displayed scroll bars 

will help you navigate the columns of data.  
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Data Compare 
To start comparing ESG data across different funds, place a tick against the funds you wish to 

analyse and click Data Compare. 

 

 

 

 

Once the Data Compare window has loaded, expand the ESG Criteria heading and start to select 

the features you wish to compare. 
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Glossary 
 

ESG column Definition Values Filterable Sortable 

Sustainable 

Investment 

An investment that is considered a sustainable 

investment. 
Yes/No YES NO 

ESG 

Engagement 

Strategies that use shareholder engagement, 

including raising resolutions, active proxy voting, 

and direct company engagement to pursue ESG 

goals with invested companies. 

Yes/No YES NO 

General 

Sustainable 

Investment 

Strategy is focused on climate action. This theme is 

concerned with the global effort to curb the 

Earth’s temperature rise and cope with 

unavoidable consequences. It includes measures 

to promote clean energy, limit greenhouse gas 

emissions, and climate change adaptation 

measures. It will encompass funds that are defined 

as Climate Solutions or Clean Energy/Tech. 

 

Yes/No YES NO 

Healthy 

Ecosystem 

Strategy is focused on healthy ecosystems. This 

theme is concerned with the safeguarding of 

ecologically sound environments on land, air and 

water. It does not include greenhouse gas 

emissions and water consumption as these are 

covered under other themes. Included under this 

theme are strategies that intend to invest in 

companies, or securities, that are specifically 

involved in industries that positively impact the 

environment. The 'Healthy Ecosystems' 

encompasses funds that have an environmental 

theme that is not chiefly related to climate 

change as outlined above such as circular 

economy, blue economy and waste. 
 

Yes/No YES NO 

Human 

Development  

Strategy is focused on human development. This 

theme is concerned with enhancing human 

capabilities and promoting social progress. The 

theme includes but is not limited to securities that 

support education, improve equality, employment 

opportunities and advanced healthcare. 

Yes/No YES NO 

Resource 

Security 

Strategy is focused on resource security. This 

theme is concerned with the contribution to 

resource security through efficient use and circular 

economies. Resources of concern include, but are 

not limited to, water, timber, metals, minerals, 

gases and all types of manufactured materials. 

Yes/No YES NO 
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Basic Needs 

Strategy is focused on basic needs. This theme is 

concerned with addressing the basic needs of 

humans and focuses particularly on lower-income 

individuals. Basic needs include providing access 

to food, housing, essential healthcare concerning 

major and neglected diseases, clean water and 

energy for underserved populations, human 

safety, safe workplaces and safe communities. 
 

Yes/No YES NO 

Low Carbon 

Designation  

Identifies low carbon funds, taking into account 

Fossil Fuel involvement and the expected ability of 

each company in the portfolio to adapt to a low 

carbon economy. 
 

Yes/No/ 

Blank 
YES NO 

Carbon Risk 

Classification 

Identifies the level of risk associated with a 

transition to a low carbon economy. Risk in this 

context is referring to the expected ability of each 

company in the portfolio to adapt to a low 

carbon economy and hence the likelihood of the 

company ending up with ‘stranded assets’ and 

the associated negative financial implications of 

these. 

Low risk/ 

Medium 

risk/ 

High risk/ 

Blank 

YES NO 

Exposure - 

Coverage 

The percentage of the fund that the ESG data 

covers, by assets under management. 
 

numeric % YES YES 

Pesticides 

Exposure 

Illustrates the exposure to: 

- Companies that derive at least 5% of revenue 

from manufacturing pesticides, including 

herbicides, fungicides or insecticides 

- Companies that derive at least 50% or more of 

their revenues from the distribution and/or retail 

sale of pesticides. 
 

numeric % YES YES 

Palm Oil 

Exposure 

Illustrates the exposure to: 

- Companies that derive at least 5% of revenue 

from the production and/or distribution of palm oil. 
 

numeric % YES YES 
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Nuclear Power 

Exposure 

Illustrates the exposure to: 

- Companies that derive at least 5% of revenue 

from producing nuclear power, including utilities 

that own or operate nuclear power generators 

- Companies that derive at least 10% of revenue 

from providing products/services that support the 

nuclear power industry, such as designing and 

constructing nuclear power plants, manufacturing 

specialised parts for use in nuclear power plants, 

or companies involved in uranium mining 

exploration 

- Companies that derive at least 10% of revenue 

from distributing electricity generated from 

nuclear power. 
 

numeric % YES YES 

Thermal Coal 

Power 

Generation 

Exposure 

Illustrates the exposure to: 

Companies that derive at least 5% of revenue 

from coal-based power generation, including 

utilities that own/operate coal-fired power plants. 
 

numeric % YES YES 

Thermal Coal 

Extraction 

Exposure 

Illustrates the exposure to: 

- Companies that derive at least 5% of revenue 

from thermal coal mining and exploration. 
 

numeric % YES YES 

Fossil Fuel 

Exposure 

Illustrates the exposure to: 

- Companies that derive at least 5% of revenue 

from thermal coal extraction, thermal coal power 

generation, oil and gas production, and oil and 

gas power generation 

- Companies that derive at least 50% of their 

revenue from oil and gas products & services. 
 

numeric % YES YES 

Oil Sands 

Extraction 

Exposure 

Illustrates the exposure to: 

- Companies that derive at least 0.1% of revenue 

from the extraction of oil sands   

Oil sands are a mixture of clay, sand, water, and 

bitumen that are mined and refined into oil. 
 

numeric % YES YES 

Genetically 

Modified 

Organism 

Exposure 

Illustrates the exposure to: 

- Companies that derive at least 0.1% of revenue 

from growing genetically modified crops 

- Companies that derive at least 5% of revenue 

from the development and/or cultivation of 

genetically modified seeds and/or plants.  
 

numeric % YES YES 

Adult 

Entertainment 

Exposure 

Illustrates the exposure to: 

- Companies that derive at least 50% of revenue 

from the production of adult entertainment 

and/or owns/operates adult entertainment 

establishments, including adult entertainment 

movies and television programs, magazines, and 

adult websites. 

- Companies that derive at least 50% of revenue 

from the distribution of adult entertainment 

materials.  
 

numeric % YES YES 
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Alcohol 

Exposure 

Illustrates the exposure to: 

- Companies that derive at least 5% of revenue 

from manufacturing alcoholic beverages 

- Companies that derive at least 50% of revenue 

from supplying alcohol-related products/services 

to alcoholic beverage manufacturers, including 

specialised equipment or raw materials to 

produce alcohol 

- Companies that derive at least 25% of revenue 

from the distribution and/or retail sale of alcoholic 

beverages 

numeric % YES YES 

Animal Testing 

Exposure 

Illustrates the exposure to: 

- Companies that conduct animal testing for 

pharmaceutical products, medical devices, 

biotechnology, or nonpharmaceutical products. 
 

numeric % YES YES 

Controversial 

Weapons 

Exposure 

Illustrates the exposure to: 

- Companies involved in the core weapon system, 

or components/services of the core weapon 

system that are considered tailor-made and 

essential for the lethal use of the weapon. 

- Companies providing components/services for 

the core weapon system, which are either not 

considered tailor-made or not essential to the 

lethal use of the weapon.  

 

Controversial weapons consist of antipersonnel 

mines, biological and chemical weapons, cluster 

weapons, depleted uranium ammunition, nuclear 

weapons, and white phosphorus weapons.  

numeric % YES YES 

Fur & Specialty 

Leather 

Exposure 

Illustrates the exposure to: 

- Companies that derive at least 25% of revenue 

or where at least 50% of production is from 

manufacturing products made from fur or 

speciality leather, including products made from 

animals solely hunted or bred for their skin and fur.  

- Companies that derive at least 10% of revenue 

from the distribution and/or retail sale of products 

made from fur or specialty leather.  
 

numeric % YES YES 
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Gambling 

Exposure 

Illustrates the exposure to: 

- Companies that derive at least 5% from owning 

and/or operating a gambling establishment, such 

as a casino, racetrack, or online gambling 

- Companies that derive at least 5% from 

manufacturing specialised equipment used 

exclusively for gambling, including slot machines, 

roulette wheels, and lottery terminals 

- Companies that derive at least 5% from 

supporting products/services to gambling 

operations, such as gambling technology or credit 

lines to casinos. 
 

numeric % YES YES 

Military 

Contracting 

Exposure 

Illustrates the exposure to: 

- Companies that derive at least 5% of revenue 

from manufacturing military weapon systems 

and/or integral, tailor-made components of these 

weapons 

- Companies that derive at least 5% of revenue 

from providing tailor-made products and/or 

services that support military weapons 

- Companies that derive at least 25% of revenue 

from providing non-weapons-related tailor-made 

products and/or services to the military or 

defence industry.  

 

Military contracting includes companies involved 

in contracts related to military weapons, weapon 

systems, secondary components of weapons, or 

weapon-related services. 

numeric % YES YES 

Small Arms 

Exposure 

Illustrates the exposure to: 

- Companies that derive at least 0.1% of revenue 

from manufacturing and selling small arms to 

civilian customers or military/law enforcement 

- Companies that derive at least 0.1% of revenue 

from manufacturing and selling key components 

of small arms 

- Companies that derive at least 5% of revenue 

from retail and/or distribution of small arms and/or 

key components  

numeric % YES YES 

Tobacco 

Exposure 

Illustrates the exposure to: 

- Companies that derive at least 10% of revenue 

from supplying tobacco-related 

products/services, such as pipes or rolling papers 

- Companies that derive at least 10% of revenue 

from distribution and/or retail sales of tobacco 

products/services 

numeric % YES YES 
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