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Latest formulation of your ESG policy, way you integrate ESG in your investment process 

Pacific Asset Management recognizes the importance of incorporating ESG investing principles across 
the firm and its strategies. Beginning in 2019, Pacific Asset Management dedicated human capital, 
technology resources, and investable assets from our parent company towards developing our unique 
approach to ESG.  This included hiring an ESG Product Manager and launching a dedicated ESG 
corporate bond strategy in partnership with our parent company, Pacific Life. While our current efforts 
are heavily targeted towards investment grade corporate bonds, we expect to expand to a firmwide ESG 
policy in the second half of 2020, which should cover high yield bonds and bank loan strategies as well.   
 

 

Scores; Morningstar Globes of the strategies if available 

The Morningstar Globe rating is not available for the Senior Bank Loan strategy since less than two-
thirds of the holdings receive a Sustainalytics ESG Risk Rating. (Morningstar requires at least two-thirds 
of the portfolio to receive a Sustainalytics ESG Risk Rating in order to be eligible for a Globe rating).  The 
majority of companies in our Loan strategy is not yet rated by 3rd party ESG data providers, a coverage 
issue specific to loans that is widely acknowledged and that data providers are actively trying to work 
on. 
 

Which external providers do you use to screen for ESG issues and why do you use those? We know 

you use the Norges Bank Exclusion list, are there any other providers you use for screening? 

As a firm, Pacific Asset Management currently uses two 3rd party data providers: MSCI and 
Sustainalytics. We receive ESG ratings from both providers because MSCI’s ESG Quality Rating indicates 
the leaders and laggards within a given industry, while Sustainalytics’ ESG Risk Rating evaluates a 
company’s overall risks and can be compared across industries.  We find each of these datasets 
informative and consider both during the investment process of certain strategies. 
 
Pacific Asset Management also continues to use the Norges Bank Exclusion list to screen out companies 
with human rights violations and companies that have caused severe environmental damage. 
 

How do you use these externally provided insights and do you make your own proprietary ESG 

scores as well? 

We receive the ESG Quality Ratings dataset from MSCI, while Sustainalytics provides us with multiple 
datasets, including ESG Risk Ratings, Controversy Scores, Product Involvement, and Carbon Metrics.  We 
currently do not calculate our own proprietary ESG scores, but we do use a proprietary approach to 
evaluate the ratings of our 3rd party ESG data providers.  As Pacific Asset Management’s internal ESG 
processes develop over the coming years, we will consider introducing our own proprietary ESG scores 
and may add or modify our ESG evaluation criteria to be more specific and material to each industry.   
 

 

Which aspects do you look at when analyzing a company? (example, CO2 emission levels, water 

usage, % women in the board…) 

When analyzing a company, the Pacific Asset Management team considers data including but not 
limited to product involvement areas (e.g. tobacco, thermal coal, controversial military weapons), 
overall ESG quality, overall ESG risk, controversy scores, and carbon intensity.  Where financially 



material, metrics such as water usage and percent women on the board are evaluated and captured in 
the ESG scores from our 3rd party ESG data providers. Matters of governance and business model 
resilience are the main ESG factors taken under consideration by our Analysts and Portfolio Managers 
during the Senior Bank Loan strategy’s investment process.  
 

 

Do you have an overview of how your portfolio scores when it comes to these metrics?  

We track the ESG metrics listed above for our investment grade ESG strategy and share them in client 
reporting, however we do not yet track these ESG metrics for the Senior Bank Loan Strategy. This is due 
to the fact that our 3rd party data providers do not cover the majority of loan portfolio holdings yet. This 
is an area we are working on with our data providers to build out in the future.  
 

Do you utilize proxy voting to steer companies in a sustainable direction? 

No, given our focus on fixed income, Pacific Asset Management is not in a position to use proxy voting to 
steer companies in a sustainable direction. Proxy voting is limited and rare regarding bank loan 
investments. 
 

 

Do you ask ESG related questions when having a meeting/call with a company? Please share 3 

examples 

 

Yes, the Pacific Asset Management team asks ESG-related questions during company calls. Most recently 
we spoke with Daimler, Xylem, and MetLife about their approach to Green Finance. Examples of 
questions we asked these companies are below: 
 
1. Daimler:  

• Is the plan to have all plants worldwide to be aligned with SBTI by 2039?  

• Is there any thought about using SASB reporting standards at some point in addition to TCFD? 

• On the Second Party Opinion, curious as to why Cicero was chosen (vs Sustainalytics, ISS-
oekom)? 

 
2. Xylem:  

• Would you be able to provide 2020/2021 predicted progress on Xylem’s 2025 Signature Goals in 
addition to the 2019 progress update?  

• May you please provide thoughts around Xylem’s decision to begin to develop a 1.5C science 
based target for GHG reductions (Scope 1,2,3) in 2021? Why not sooner?  

• Does Xylem plan to report on TCFD and SASB in addition to the GRI? 
 
3. MetLife: 

• Do you plan to get a Second Party Opinion (from e.g. Sustainalytics, Cicero, Vigeo Eiris) on your 
Sustainable Financing Framework? 

• How did you come up with the SDG Alignment metrics for the Sustainable Financing Framework 
shown? Are these from the UNGC, GIIN’s IRIS framework or proprietary?  

• Will you include targets for impact goal in your annual reporting? 

• How does MetLife measure and report the ESG profile of the 18.1% of mortgage loans in the 
general account? If not reporting on this yet, how is your team considering approaching the 
increased demand for impact metrics of mortgage loans? 



• Re: no new investments in miners or utilities deriving 25% or more of their revenue from 
thermal coal. Why did you choose 25% as the threshold? Will you be phasing out holdings with 
over 25% revenue derived from thermal coal? How would this materially change the 
composition of the general account’s portfolio? 

• Lastly, curious about the racial diversity of your US customer base. 
 

 

Have you divested out of companies due to ESG issues? Please name 3 examples. 

The Bank Loan strategy has typically held an underweight in the energy sector. As an example, we exited 
all of our energy positions in 3Q2015 due to concerns pertaining to sustainability.  Some specific 
examples of companies we divested from due to ESG issues include: 

1. Arch Coal due to climate concerns as a thermal coal company. 
2. Solera due to unpredictable management, which caused concerns around corporate 

governance. 
3. TKC, a commissary for prisons, which we believe to have heightened business risks. 

 
 

Have you decided not to invest in a company due to a mediocre ESG scoring? Please name 3 

examples. 

Yes, the Portfolio Managers at Pacific Asset Management, including the Portfolio Managers of the Senior 
Bank Loan Strategy, decide not to invest in companies due to ESG issues.  Examples of companies 
eligible for our Senior Bank Loan Portfolio that our team avoided investing in for ESG related issues 
include: 

1. Murray Energy, a thermal coal company we avoided due to climate concerns. 
2. Remington Arms, which we avoided due to their involvement in ammunition and guns. 
3. McDermott, an offshore energy credit which we did not invest in due to its contribution to 

climate change. 
 

Do you do anything within Pacific Asset Management to reduce your carbon footprint, water usage, 

or anything else? 

In 2018, Pacific Asset Management moved into a new office space in a LEED Certified building with 
Energy Star appliances and motion-sensor lighting.  Accelerated by COVID-19, 100% of our workforce 
currently works from home, with a flexible approach in employees returning to an in office work 
environment. This has, and will continue, to reduce our firm’s carbon footprint. 
 


