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from the economy’s structural shift towards 
sustainability – driven by regulation, changing 
consumer behaviour and evolving value chains.”
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1. What’s the strategy’s focus?
The Federated Hermes Sustainable Global Investment Grade Credit Strategy invests in global investment 
grade corporate bonds issued by companies that demonstrate either sustainability leadership or credible 
improvement trajectories.

We build the investable universe using a combination of values based exclusions and positive sustainability 
screening. We exclude issuers involved in activities inconsistent with the strategy’s objectives, while eligible 
companies must score between SL1 and SL3 under Federated Hermes’ proprietary Sustainable Leaders framework.

From this filtered universe, portfolio managers apply fundamental credit analysis and relative value assessment 
across regions, curves and capital structures. The strategy is benchmark agnostic, allowing capital to be allocated 
where we see the most compelling risk adjusted opportunities, while remaining focused on liquidity and investment 
grade quality.

Figure 1: Screening the global credit universe

Source: Federated Hermes.

2. What is the strategy trying to achieve and how do you define success?
The strategy has a dual objective:

	A to deliver a positive total return over a rolling five year period; and

	A to do so with a lower environmental footprint than the benchmark.

This sustainability objective is binding, not aspirational. Environmental metrics – including carbon emissions, 
water usage and waste intensity, normalised per unit of investment – are integrated into portfolio construction 
and ongoing monitoring alongside traditional credit risk measures.

Reflecting this commitment, the strategy is classified as SFDR Article 9.
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Figure 2: How we apply our engagement and sustainability expertise 

Source: Federated Hermes.

3. Why sustainable investment grade credit, and why now?
Investment grade credit plays a central role in portfolios, offering scale, liquidity and diversification, alongside more 
defensive characteristics than lower quality credit. Higher yields and improved all in income have strengthened its 
return potential in recent years.

At the same time, sustainability factors increasingly shape credit risk itself. Regulation, technological change and 
shifting consumer preferences are accelerating the transition to lower carbon and more resource efficient business 
models. For credit investors, this creates clear differentiation between issuers that adapt and those that don’t.

Companies that fail to manage environmental and social risks face rising financing costs, regulatory pressure and 
heightened downgrade risk. Those that invest credibly in transition pathways are more likely to benefit from resilient 
cash flows, stronger balance sheets and more stable access to capital markets.

4. Where does the strategy differentiate itself from traditional credit approaches?
Our starting point is the conviction that sustainability factors are financially material in credit markets. Weak 
governance or poor management of environmental and social risks can accelerate credit deterioration; strong and 
improving practices can enhance balance sheet resilience and the potential for downside protection.

The strategy combines top down macro and risk appetite assessment with bottom up issuer selection. At the 
macro level, we assess economic conditions, valuations and relative value across regions and curves. At the issuer 
level, we integrate fundamental credit research with proprietary sustainability analysis, including ESG scores, 
Sustainable Leaders assessments and engagement insights.

A key differentiator is the depth of Federated Hermes’ credit and stewardship platform. Portfolio managers, credit 
analysts and sustainability specialists work closely together, supported by the firm’s engagement capabilities, to 
identify mispriced credit risk and sustainability related opportunities across the global investment grade universe.

5. How do you implement the sustainability objective in practice?
Sustainability is embedded throughout the investment process. The Sustainable Leaders framework assesses both 
issuers’ current sustainability profiles and their direction of travel, capturing momentum as well as absolute 
performance. Laggards are excluded; leaders and credible improvers are eligible.

The strategy also applies values based exclusions and aligns with SFDR Article 9 requirements, including 
consideration of principal adverse impact indicators and “do no significant harm” criteria.

Engagement is integral. Ongoing dialogue with issuers focuses on disclosure, governance and tangible progress on 
environmental and social issues. These insights directly inform investment decisions and our assessment of long term 
credit risk and opportunity.

By integrating sustainability analysis, engagement and fundamental credit research, the strategy aims to deliver 
attractive risk adjusted returns while achieving a measurable reduction in environmental impact relative to the 
benchmark.
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The value of investments and income from them may go down as well as up, and you may not get back the original amount 
invested. Any investments overseas may be affected by currency exchange rates. Past performance is not a reliable indicator of 
future results and targets are not guaranteed.

The strategy has environmental and/or social characteristics and so may perform differently to other funds, as its exposures reflect its 
sustainability criteria.

For professional investors only. This is a marketing communication. It does not constitute a solicitation or offer to any person to buy 
or sell any related securities, financial instruments or financial products. No action should be taken or omitted to be taken based on this 
document. Tax treatment depends on personal circumstances and may change. This document is not advice on legal, taxation or 
investment matters so investors must rely on their own examination of such matters or seek advice. Before making any investment (new or 
continuous), please consult a professional and/or investment adviser as to its suitability. Any opinions expressed may change. All figures, 
unless otherwise indicated, are sourced from Federated Hermes. Whilst Federated Hermes has attempted to ensure the accuracy of the 
data it is reporting, it makes no representations or warranties, expressed or implied, as to the accuracy or completeness of the 
information reported. The data contained in this document is for informational purposes only, and should not be relied upon to make 
investment decisions. Federated Hermes shall not be liable for any loss or damage resulting from the use of any information contained on 
these pages. All performance includes reinvestment of dividends and other earnings. Please consider all strategy characteristics when 
investing and not just ESG characteristics.

Federated Hermes refers to Federated Hermes Limited (“Federated Hermes”). The main entities operating under Federated Hermes are: 
Hermes Investment Management Limited (“HIML”); Hermes Fund Managers Ireland Limited (“HFMIL”); Hermes Alternative Investment 
Management Limited (“HAIML”); Hermes Real Estate Investment Management Limited (“HREIML”); Hermes Equity Ownership Services 
Limited (“EOS”); Hermes Stewardship North America Inc. (“HSNA”); Hermes GPE LLP (“Hermes GPE”); Hermes GPE (USA) Inc. (“Hermes 
GPE USA”); Hermes GPE (Singapore) Pte. Ltd (“HGPE Singapore”); Federated Investors Australia Services Pty Ltd. (“FIAS”); Federated 
Hermes Japan Ltd (“FHJL”); Federated Hermes (UK) LLP (“FHUK”) and Rivington Energy (Management) Limited (“REML”). FHL is the 
majority shareholder in REML. FHUK, HIML, HAIML and Hermes GPE are each authorised and regulated by the Financial Conduct 
Authority. HAIML and HIML carry out regulated activities associated with HREIML. FHUK, HIML, Hermes GPE and Hermes GPE USA are 
each a registered investment adviser with the United States Securities and Exchange Commission (“SEC”) and HAIML and HFMIL are 
each an exempt reporting adviser. HGPE Singapore is regulated by the Monetary Authority of Singapore. FHJL is regulated by Japan 
Financial Services Agency. FIAS holds an Australian Financial Services Licence. HFMIL is authorised and regulated by the Central Bank of 
Ireland. REML, HREIML, EOS and HSNA are unregulated and do not engage in regulated activity.

In the European Economic Area (“EAA”) this document is distributed by HFMIL. Contracts with potential investors based in the EEA for a 
segregated account will be contracted with HFMIL. 

Issued and approved by Hermes Investment Management Limited which is authorised and regulated by the Financial Conduct Authority. 
Registered address: Sixth Floor, 150 Cheapside, London EC2V 6ET. Telephone calls may be recorded for training and monitoring 
purposes. Potential investors in the United Kingdom are advised that compensation may not be available under the United Kingdom 
Financial Services Compensation Scheme.
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