OSSIAM IRL ICAV
Ossiam World ESG Machine Learning UCITS ETF
31 October 2018
(A sub-fund of Ossiam IRL ICAV, an Irish collective asset-management vehicle constituted as
an umbrella fund with segregated liability between sub-funds with registered number C173953
authorised by the Central Bank of Ireland pursuant to the UCITS Regulations).
This Supplement (the “Supplement”) forms part of the Prospectus dated 21 March 2018 (the
“Prospectus”) in relation to Ossiam IRL ICAV (the “ICAV”) for the purposes of the UCITS
Regulations. This Supplement should be read in the context of, and together with, the
Prospectus and contains information relating to the Ossiam World ESG Machine Learning
UCITS ETF (the “Sub-Fund”) which is a separate sub-fund of the ICAV.
The Sub-Fund is a Non-Index Tracking Sub-Fund (ie, it is an actively managed UCITS ETF).
Prospective investors should review this Supplement and the Prospectus carefully and in their
entirety and consider the risk factors set out in the Prospectus and in this Supplement before
investing in this Sub-Fund. If you are in any doubt about the contents of this Supplement, you
should consult your stockbroker, bank manager, solicitor, accountant and/or financial adviser.
The Directors, as listed in the “Management” section of the Prospectus accept responsibility for the
information contained in this Supplement. To the best of the knowledge and belief of the Directors
(who have taken all reasonable care to ensure that such is the case) the information contained in this
Supplement is in accordance with the facts and does not omit anything likely to affect the import of
such information.
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KEY INFORMATION
Unless otherwise defined herein or unless the context otherwise requires, all defined terms used in
this Supplement shall bear the same meaning as in the Prospectus.

Base Currency

USD.

Dealing Deadline

For cash subscriptions and redemptions 4.00 p.m. (Irish time) on the
prior Dealing Day.

Listing Stock Exchange

London Stock Exchange, Deutsche Boerse.

Cash Creation Fee (ie,
subscription fee)

Maximum of 3.00% of the Net Asset Value per Share multiplied by
the number of Shares being created.

Cash Redemption Fee
(ie, redemption fee)

Maximum of 3.00% of the Net Asset Value per Share multiplied by
the number of Shares being redeemed.

Duties and Charges

Maximum of 1.00% of the Net Asset Value per Share multiplied by
the number of Shares being created or redeemed.

Settlement Deadline

Appropriate cleared subscription monies must be received by 2
Business Days after the relevant Dealing Day, or such later date as
may be determined by the ICAV and notified to prospective investors
from time to time.

Valuation

The Net Asset Value per Share is calculated in accordance with the
“Determination of Net Asset Value” section of the Prospectus, using
last traded prices for securities.

Valuation Point

The close of business on the market that closes last on the relevant
Dealing Day in respect of listed equities and 4 pm (London time) for
currencies.

The following Share Classes are available in the Sub-Fund:
Share
Class
Name
1A (USD)
1A (EUR)

Currency

USD
EUR

Minimum
Subscription
Amount
$2,000,000
€2,000,000

Minimum
Redemption
Amount
$2,000,000
€2,000,000

TER

ISIN

0.65%
0.65%

IE00BF4Q3545
IE00BF4Q4063

The ICAV currently has one other sub-fund, the Ossiam ESG Low Carbon Shiller Barclays CAPE®
US Sector UCITS ETF.
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INVESTMENT OBJECTIVE AND STRATEGY
Investment Objective
The objective of the Sub-Fund is to deliver the net total returns of a selection of equities from
developed markets.
Investment Strategy
The Sub-Fund seeks to achieve its investment objective by investing primarily in a dynamic selection
of equities from developed markets (the "Investment Universe"). The Investment Universe is made
of large and mid-cap stocks listed and traded in the major exchanges including but not limited to the
following countries: Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Hong
Kong, Ireland, Israel, Italy, Japan, Netherlands, New Zealand, Norway, Portugal, Singapore, Spain,
Sweden, Switzerland, UK, and US. The list of countries can be changed from time to time to take into
account structural changes in each market. In a given country, the Management Company assesses
the market capitalisation of a given stock to determine whether it is a part of the Investment Universe.
The Management Company considers a given stock to be large or mid-cap where it has been
accepted as such by global index providers for inclusion in their indices (eg, Solactive AG). The
Investment Universe covers approximately 85% of the free float-adjusted market capitalisation of the
developed markets referred to above.
In order to achieve its investment objective, the Management Company uses a quantitative model
which implements a rules-based approach that aims to assess the securities from the Investment
Universe.
The model uses ESG (Environment, Social, Governance) data provided by leading data providers
(such as Sustainalytics, Trucost or Carbone 4 the “ESG Providers”) as inputs in its quantitative model
to first apply an “Ethical Filter” to exclude securities from the Investment Universe that:
-

Undergo severe controversy;
Are involved in controversial weapon business (eg, cluster munitions or chemical weapons);
Have significant operations in the Tobacco or Coal industries (based on an assessment by
the ESG Providers).
Are not compliant with the Ten Principles of the UN Global Compact
(https://www.unglobalcompact.org/what-is-gc/mission/principles); or
Are referenced in major Scandinavian institutions’ (such as Norges Bank) publicly available
exclusion lists.

The ESG Providers rate the controversy described above by monitoring 10 specific indicators,
namely:
-

Operations Incidents
Environmental Supply Chain Incidents
Product & Service Incidents
Business Ethics Incidents
Governance Incidents
Public Policy Incidents
Employee Incidents
Social Supply Chain Incidents
Customer Incidents
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-

Society & Community Incidents

Companies are rated from 0 (lowest) to 100 (highest) on each indicator and companies which rate
poorly on these indicators (eg, one or more indicators at 0) are regarded as undergoing severe
controversy and are excluded from the Investment Universe.
Securities that pass the Ethical Filter are screened according to the Management Company’s
quantitative model, based on machine learning techniques. The Management Company’s quantitative
model aims to identify securities which represent potential investment opportunities as opposed to
potential investment risks. More precisely, the model uses machine learning techniques to integrate
and process a very large set of ESG and financial data and to select the patterns that show a
significant link between ESG characteristics and financial performance for the securities in the
Investment Universe. The model does this through quantitative statistical analysis which includes an
analysis of the previous results from the model compared to actual performance. The model uses this
comparison to refine continuously the quantitative statistical analysis techniques.
The outcome of the machine learning process consists of a classification of eligible securities (ie,
securities from the Investment Universe that pass the Ethical Filter) into those that, on balance,
present an “investment opportunity” (ie, securities that, given their ESG profile, have a positive
outlook) and those that, on balance, present an “investment risk” (ie, securities that, given their ESG
profile, have a negative outlook). Securities that are classified as “investment risk” are excluded from
the Investment Universe, with the remaining securities (ie, those classified as “investment
opportunity”) being the “Machine Learning Universe”.
The Management Company excludes from the Machine Learning Universe the securities of
companies which are among the worst polluters (based on an assessment of the absolute value of the
previous year’s carbon emissions data for each company) unless the companies rank among the best
in terms of transition toward a low carbon economy (based on an assessment of the share of previous
year’s green energy over total energy produced by the company).The remaining securities constitute
the “Eligible Universe”.
The Management Company analyses the historical volatilities of the price of each security in the
Eligible Universe as well as the historical correlations among them. It then selects and weights certain
securities so that the resulting portfolio has minimum expected volatility while complying with the
1
following constraints (at the time of reconstitution) :
The portfolio must be fully invested, no short selling;
The maximum exposure to a single stock issuer shall not exceed 3.5% of the current value of
the portfolio;
The maximum exposure to an industry sector shall not exceed 20% of the current value of the
portfolio; and
The portfolio must be invested in at least 60 stocks; and
Total greenhouse gas emissions must be 40% lower than the emissions related to the
Investment Universe (based on an assessment of the absolute value of the previous year’s
carbon emissions data for each company); and
ESG rating must be 10% higher than the ESG rating of the Investment Universe (based on
ESG ratings for each company).
1

In certain market conditions, it may not be possible to perform the optimization while complying exactly with the
list of constraints. In such circumstances,, the Management Company can rateably reduce some of the
constraints (for example, by gradually reducing the 40% limits on greenhouse gas emissions or the 10% limit on
ESG rating)
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Instruments / Asset Classes. The equity securities in which the Sub-Fund invests are as described
above and will be primarily listed or traded on Recognised Markets, although the Sub-Fund may also
invest in unlisted securities in accordance with the limits set out in the UCITS Regulations. The SubFund will invest at least 90% of its Net Asset Value in such equities. In normal circumstances, the
Sub-Fund may hold up to 10% of its Net Asset Value in ancillary liquid assets (deposits, certificates of
deposit, commercial paper and fixed rate bonds issued by governments which are rated investment
grade) in accordance with the UCITS Regulations, provided however that this restriction will not apply
following large subscriptions to the Sub-Fund. The Sub-Fund may also, subject to a maximum of 10%
of its Net Asset Value, invest in other regulated, open-ended collective investment schemes, including
ETFs, as described under “Investment in other Collective Investment Schemes” in the “Investment
Objectives and Policies” section of the Prospectus, where the objectives of such funds are consistent
with the objective of the Sub-Fund.
The Sub-Fund will not use FDI and will not have any exposure to repurchase agreements, stocklending transactions or total return swaps.
Portfolio Holding Disclosure Policy. On each Business Day, the Sub-Fund will disclose on
www.ossiam.com the identities and quantities of the Sub-Fund’s portfolio holdings that form the basis
for the Sub-Fund’s calculation of the Net Asset Value in respect of the previous Dealing Day.

INVESTMENT RISKS
Investment in the Sub-Fund carries with it a degree of risk including the risks described in the “Risk
Information” section of the Prospectus. These risks are not intended to be exhaustive and potential
investors should review the Prospectus and this Supplement carefully and consult with their
professional advisers before purchasing Shares. In addition, investors should be aware of the
following risks:
Market Risk: The value of the Sub-Fund's Shares is linked to equities, the value of which may rise or
fall. Hence, investors should note that the value of their investment could fall as well as rise and they
should accept that there is no guarantee that the strategy of the Sub-Fund will indeed result in a
return above any comparable investment strategy or that they will recover their initial investment.
Currency Risk at Share Class level: Share Classes which are denominated in currencies other than
the Base Currency are unhedged. As such, the Net Asset Value per Share of such Share Classes will
follow fluctuation in the exchange rate between the Share Class currency and the Base Currency,
which can generate additional volatility at the Share Class level.

INVESTOR PROFILE
The Sub-Fund is opened to all investors and may be suitable for investors looking to take a diversified
exposure to global equities.

SUBSCRIPTIONS – PRIMARY MARKET
The Shares will be available from 9 am on 2 November 2018 to 4 pm on 29 March 2019 or such
earlier or later date as the Directors may determine (the “Offer Period”). During the Offer Period, the
Initial Offer Price per Share for the 1A (USD) Share Class and for the 1A (EUR) Share Class will be
respectively 100 USD and 100 EUR for each share class.
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Following the end of the Offer Period, Shares will be issued on each Dealing Day at the appropriate
Net Asset Value per Share with an appropriate provision for Duties and Charges in accordance with
the provisions set out below and in the Prospectus. Investors may subscribe for Shares for cash on
each Dealing Day by making an application by the Dealing Deadline in accordance with the
requirements set out below and in the “Purchase and Sale Information” section of the Prospectus.
Consideration, in the form of cleared subscription monies, must be received by the applicable
Settlement Deadline.

REDEMPTIONS – PRIMARY MARKET
Shareholders may effect a redemption of Shares on any Dealing Day at the appropriate Net Asset
Value per Share, subject to an appropriate provision for Duties and Charges, provided that a valid
redemption request from the Shareholder is received by the Management Company by the Dealing
Deadline on the relevant Dealing Day, in accordance with the provisions set out in this section and at
the “Purchase and Sale Information” section of the Prospectus. Settlement will normally take place
within three Business Days of the Dealing Day but may take longer depending on the settlement
schedule of the underlying markets. In any event, settlement will not take place later than 10
Business Days from the Dealing Deadline.

FEES AND EXPENSES
The TER for each Class is set out in the table in the “Key Information” section above.
Further information in this respect is set out in the “Fees and Expenses” section of the Prospectus.

DISTRIBUTIONS
Classes in the Sub-Fund are Accumulating Classes.

LISTING
Application will be made for the Shares to be admitted to trading on each of the Listing Stock
Exchanges and such Shares are expected to be admitted to listing on or after November 2018.
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