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INVESTMENTS WITH HIGH ESG RISK (40+, CCC)

The portfolio’s carbon footprint is still significantly lower than its
benchmark in terms of emissions and intensity, with an intensity
56% below that of the index.

At the end of the quarter, one of the portfolio’s holdings had a
severe ESG risk according to Sustainalytics, a number that was
unchanged from the previous quarter. The portfolio held two
companies with an MSCI high-risk rating (CCC), one more than in
the previous quarter. These holdings represent 2.5% of the
portfolio, whereas securities with severe ESG risk account for 6.7%
of the index according to the two data providers. 

PDD Holdings, Temu’s parent company, and Reliance Industries are
still in the portfolio, and their ratings remain unchanged. 

Kia, a South Korean automaker whose ESG rating was revised
downward during the quarter, was added to the portfolio. The
company lags its peers in reducing GHG emissions per vehicle and
does not appear to have clear targets to that end. Stronger
business ethics policies would also be a lever for improvement. In
addition, Kia faces a number of lawsuits on matters such as engine
defects and allegations of misleading consumers about its
compliance with emission standards. 

An increase in exposure to the South Korean market led to an
increase in the number of securities in the portfolio to better
reflect the index weighting during the quarter. This change was
also due to an agreement with the United States concerning tariffs
on Korea’s automotive sector, which are now aligned with those
on the Japanese automotive sector.
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ESG
risk

MSCI
ESG 
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PDD HOLDINGS China
Consumer 
staples

-0.01% 24.4 CCC

RELIANCE INDUSTRIES India Energy 0.50% 40.0 A

KIA CORPORATION
South 
Korea

Consumer 
staples

0.01% 20.5 CCC

Statistic Portfolio MSCI EM

E Carbon emissions (t CO2/$B) 86 186

E Carbon intensity (t CO2/sales) 120 269

E Water use (m3/$M of revenue) 7,954 15,661

E Waste-recycling rate 68% 68%

E CO2 emissions coverage (disclosure) 98% 97%

E Use of renewable energy 18% 18%

S Fatality rate per 100,000 employees 2.0 2.1

S Senior management gender diversity 26% 25%

S Wage gap (USD) 224 188

S Access to low-cost products 21% 19%

G Director independence 56% 54%

G Sustainability-linked compensation 25% 29%

G Board diversity 21% 20%

Shareholder engagement during the quarter

For the first time, our partner Æquo was able to meet with
Samsung Electronics, a South Korean company specializing in
household appliances as well as electronic devices and
components. The discussion focused mainly on artificial
intelligence. Samsung has taken a cautious approach to AI and
lags the rest of the industry somewhat. 

Company Country Sector Current position

Samsung 
Electronics

South
Korea

Information 
technology

0.98%

Calculations are based on the invested portion of the portfolio only. 
Source: LSEG, December 31, 2025

Note: Excludes securities held indirectly by exchange-traded funds 
(ETFs) or futures.
Sources: Sustainalytics, MSCI, December 31, 2025

POINTS ADDRESSED

Data management, cybersecurity and AI:

• Samsung has updated its AI Ethics Principles to align
them with international human rights standards. Even
so, it should provide specific information on the impact
of AI-embedded products on such rights.

• Samsung discloses some of the measures it takes to
support implementation of its responsible AI due
diligence process but should demonstrate concretely
how the measures apply to its operations and products,
with specific examples.



Update on South Korea’s Corporate Value-Up Program
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Two years after its launch, key milestones will promote better governance.
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Amendments to the Korean Commercial Code were enacted in July
2025 to lay the groundwork for a major reform of the governance of
publicly traded companies. The amendments significantly strengthen
minority shareholder rights, notably by expanding directors’ fiduciary
duties to include protection of shareholder interests, rather than
corporate interests only. Moreover, the so-called 3% rule will take
effect in July 2026 to limit the voting rights of the largest shareholder
and of related parties to 3% when audit committee members are
elected. The reform also authorizes electronic general meetings of
shareholders to promote access for all.

The government’s reforms also aim to improve shareholder returns
by encouraging share buybacks and dividend payouts. The taxation of
dividends has been revised significantly and is now separate from the
calculation of personal income tax. The maximum tax rate on
dividends has been reduced from nearly 50% to 35%. To be eligible
for the new regime, dividends must come from firms with payout
ratios of more than 40% or more than 25% if sufficient growth has
been recorded in recent years. The reform encourages companies to
increase their dividend payouts. 

Historically, Korean companies have paid out fewer dividends owing
to tax disincentives. Although their dividend payout ratio is
increasing, it is still very low relative to other emerging Asian
countries. Let’s hope the recent announcements continue the
momentum. The situation is similar for share buybacks. 

A bill is expected to be introduced soon on mandatory cancellation of
the many treasury shares that allow controlling shareholders to
maintain control over a company at the expense of shareholder
returns.

Other topics that could be on the agenda in 2026 include the
inheritance tax. Controlling shareholders are incentivized to keep
share prices artificially low because of the high inheritance tax. This
matter is delicate but could better align the interests of all
shareholders.
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Sources: DGAM, LSEG, December 31, 2025
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The information presented is intended for institutional investors only. No part of this document may be reproduced without the written
consent of DGAM. The information was obtained from sources that DGAM believes to be reliable, but it is not guaranteed and may be
incomplete. The information is current as of the date indicated in this document. DGAM does not assume any obligation whatsoever to
update this information or to communicate any new fact concerning the subjects or securities discussed. Desjardins, Desjardins Global Asset
Management Inc. and related trademarks are trademarks of the Fédération des caisses Desjardins du Québec, used under licence.

Copyright ©2024 Sustainalytics. All rights reserved.

The information, methodologies, data and opinions contained or reflected herein are proprietary of Sustainalytics and/or content providers,
intended for internal, non-commercial use and may not be copied, distributed or used in any other way, including via citation, unless
otherwise explicitly agreed in writing.

They are provided for informational purposes only and (1) do not constitute an endorsement of any product, project, investment strategy or
consideration of any particular environmental, social or governance related issues as part of any investment strategy; (2) do not constitute
investment advice, nor represent an expert opinion or negative assurance letter; (3) are not part of any offering and do not constitute an offer
or indication to buy or sell securities, to select a project or to make business transactions of any kind; (4) are not an assessment of the issuer’s
economic performance, financial obligations or creditworthiness; (5) are not a substitute for professional advice; (6) past performance is no
guarantee of future results; (7) have not been submitted to, nor received approval from, any relevant regulatory bodies.

These are based on information made available by the issuer and/or third parties, subject to continuous change, and therefore are not
warranted as to their merchantability, completeness, accuracy, up-to-dateness or fitness for a particular purpose. The information and data
are provided “as is” and reflects Sustainalytics’ opinion at the date of its elaboration and publication.

Neither Sustainalytics nor any of its content providers accept any liability for damage arising from the use of the information, data or opinions
contained herein, or from the use of information resulting from the application of the methodology, in any manner whatsoever, except where
explicitly required by law.

Any reference to content providers’ names is for appropriate acknowledgement of their ownership and does not constitute a sponsorship or
endorsement by such owner. A list of our content providers and their respective terms of use is available on our website. For more
information visit http://www.sustainalytics.com/legal-disclaimers

Sustainalytics may receive compensation for its ratings, opinions and other deliverables, from, among others, issuers, insurers, guarantors
and/or underwriters of debt securities, or investors, via different business units. Sustainalytics believes it has put in place appropriate
measures to safeguard the objectivity and independence of its opinions. For more information visit Governance Documents or contact
compliance@sustainalytics.com.

Source of all data and information: DGAM as at December 31, 2025, unless otherwise stated. 
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