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AXA WORLD FUNDS
(the "Company")
A Luxembourg Société d’Investissement a Capital Variable

Registered Office: 49, avenue J. F. Kennedy
L-1855 Luxembourg
Commercial Register: Luxembourg, B-63.116

25 July 2022

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION.

IF IN DOUBT, PLEASE SEEK PROFESSIONAL ADVICE.

Dear Shareholders,

We are pleased to inform you that the directors of the Company (the “Directors” or together composing
the board of directors of the Company, also referred to as the “Board") have decided to introduce a
number of changes to the prospectus of the Company (the “Prospectus”), which will enable it to look
after your interests more effectively.

Except as otherwise specified in this notice, words and expressions contained hereafter shall have the
same meaning as in the Prospectus.

Reshaping of the investment objective and strategy of “Optimal Income”
Update of ESG Pillar in “Framlington Europe Small Cap”

Insertion of a specific risk disclosure in the Appendix of sub-funds making investments
through the Stock Connect program, the RQFII quota or the Bond Connect

Insertion of a specific disclosure in the Appendix of sub-funds invested in or exposed
to callable bonds

Miscellaneous



l. Reshaping of the investment objective and strategy of “Optimal Income” (the “Sub-
Fund”)

Following the obtainment of the French socially responsible investment label (ISR Label), the Board has
decided to reshape the Sub-Fund in order to add the relevant applicable criteria. The Prospectus and the
KIIDs are updated accordingly.

The new sub-sections “Objective” and “Investment Strategy” of the section “Investment Objective and
Strategy” of the Sub-Fund will read as follows:

Objective To seek growth of your investment in the long term, in EUR, together with stable
income, in line with a socially responsible investment (SRI) approach. The income vyields are of
secondary importance.

Investment Strategy The Sub-Fund is actively managed and uses, for some share classes, as
reference the benchmark index specified in the section “Benchmark for performance fee” below
(the “Benchmark”), for the purpose of performance fees’ calculation of the performance fee share
class against it. As the Benchmark is a rate notably used for performance measurement and the
Sub-Fund’s investment allocation or holdings’ composition is not constituted in relation to the
Benchmark, the deviation from the Benchmark is likely to be significant.

The Sub-Fund invests in equities and debt securities of any type from European issuers and aims
at not exceeding a 15% annual volatility. The Sub-Fund is managed with an Interest Rate
Sensitivity ranging from minus 4 to 8.

Specifically, the Sub-Fund invests in or is exposed to up to 100% of its net assets in one or more
of the following asset classes: equities including high dividend equities (with a minimum of
investment of 25% of net assets in equities, at all times), fixed income securities issued by
governments, Investment Grade Securities issued by companies that are domiciled or listed in
Europe and/or money market instruments.

The Sub-Fund may invest in or be exposed to (in % of its net assets):

. up to 50% in callable bonds;

. up to 20%: equities from issuers based outside Europe, including Chinese A Shares listed
in the Shanghai Hong-Kong Stock Connect;

. up to 20%: Sub-Investment Grade Securities;

. up to 40%: securities from emerging markets;

. up to 15%: securities traded on the CIBM through Bond Connect;

. up to 10% : securitisation vehicles or equivalent such as asset-backed securities (ABS),

collateralised debt obligations (CDO) or collateralised loan obligations (CLO) or any
similar assets of any currency and of any rating (or unrated);

. up to 5%: contingent convertible bonds (CoCos).

Investment Grade and Sub-Investment Grade ratings are based on the linear average of Standard
& Poor’s, Moody’s and Fitch ratings. If securities are unrated, they must be judged equivalent to
the respective applicable level by the Investment Manager.

The Sub-Fund may also, and up to 10%, hold Distressed and Defaulted Securities as a result of
holding bonds which rating would have been downgraded to be defaulting or distressing, if, in the
opinion of the Investment Manager, such bonds are consistent with the Sub-Fund's investment
objective. These securities are expected to be sold within 6 months unless specific events prevent
the Investment Manager from sourcing their liquidity.

The Sub-Fund may also invest in/ be exposed to commodities through commodity indices,
exchange-traded funds, exchange-traded commaodities, equities, units or shares of UCITS and/or
UCIs up to 35% of its net assets.

The Sub-Fund may invest up to 10% of net assets in UCITS and/or UCIs, including regulated
open-ended hedge funds.

The Sub-Fund seeks to achieve its objective through investments in securities that have
implemented good practices in terms of managing their environmental impacts, governance and
social (“ESG”) practices, by using a socially responsible investment ‘selectivity’ approach which
consists of selecting best issuers in the investable universe composed of equities listed on global
markets, based on their extra-financial ratings. The ‘Best-in-Class’ selectivity approach, which is




bindingly applied at all times, consists in reducing by, at least, 20% the initial investable universe,
by excluding issuers based on their ESG scores, to the exception of bonds and other debt
securities issued by public or guasi-public issuers, cash held on an ancillary basis and Solidarity
Assets.

For illustrative purpose only, the ESG criteria_ may be carbon footprint and/or water intensity for
the environmental aspect, health, safety and/or management of human resources and gender
equality for the social aspect, remuneration policy and/or global ethics for the governance aspect.

The scope of the eligible securities is reviewed every 6 months at the latest, as described in the
transparency code of the Sub-Fund available at https://www.axa-im.com/fund-centre.

The Sub-Fund always aims at outperforming the ESG rating of a parallel comparison portfolio,
both ESG scores of the Sub-Fund and the composition of this comparison portfolio being
calculated on a weighted average basis. The ESG rating method is described in the following link:
https://www.axa-im.com/responsible-investing/framework-and-scoring-methodology.

The Sub-Fund’'s comparison portfolio internally defined by the Investment Manager for ESG
purposes is composed of 30% MSCI EMU Net Total Return EUR + 10% MSCI World ex EMU Net
Total Return + 10% MSCI Emerging Market + 25% ICE BofA 1-10 Year Euro Corporate + 10%
Bloomberg Global Aggregate + 15% Global High Yield ICE BofA. For the sake of clarity, the above
indices are broad market indices that do not necessarily consider in their composition or
calculation methodology the ESG characteristics promoted by the Sub-Fund.

The ESG anaIysrs coverage rate Wlthln the portfollo is at least %%eﬁheenepasset&ef—the&rb-

net assets of the Sub- Fund with the exceptlon of bonds and other debt securities issued by public
issuers, cash held on an ancillary basis, and Solidarity Assets. The ESG data used in the
investment process are based on ESG methodologies which rely in part on third party data, and
in some cases are internally developed. They are subjective and may change over time. Despite
several initiatives, the lack of harmonised definitions can make ESG criteria heterogeneous. As
such, the different investment strategies that use ESG criteria and ESG reporting are difficult to
compare with each other. Strategies that incorporate ESG criteria_and those that incorporate
sustainable development criteria may use ESG data that appear similar but which should be
distinguished because their calculation method may be different.

In addition, in the securities selection process, the Investment Manager bindingly applies at all
times AXA IM’s Sectorial Exclusion and ESG Standards Policies with the exception of derivatives
and underlying eligible UCls, as described in the documents available on the website:
https [Iwww.axa-im. com/responsrble mvestlnq/sector investment- qurdellnes —'Fhe—t%@—entena

The new section “Management Process” of the Sub-Fund will read as follows:

Management Process The Investment Manager selects securities by applying a 2-step approach:

1/ defining the eligible universe after application of a first exclusion filter, as described in AXA IM's
Sectorial Exclusion and ESG Standards Policies, followed by a second “Best-in-Class” filter,
designed to eliminate the worst issuers from the investment manager universe on the basis of
their_extra financial rating calculated on the basis of the AXA IM proprietary ESG rating
methodology ; 2/ usinguses macroeconomic, sector and company specific anaIysrs Fhe-securities
selection—proeesswhich relies on a rigorous analysis of the companies’ business model,
management quality, growth prospects and overall risk/return profile. The fixed income allocation
is managed in order to mitigate the volatility of equity returns.

This change will take effect on 26 August 2022, i.e. one month after the date of the present Notice.

Shareholders who do not agree with such change may request the redemption of their shares free
of charge until 26 August 2022.

Update of ESG Pillar in “Framlington Europe Small Cap”

The Board has decided to update the focus of extra-financial ratings of the Sub-Fund, as follows:


https://www.axa-im.com/fund-centre
https://www.axa-im.com/responsible-investing/framework-and-scoring-methodology
https://www.axa-im.com/responsible-investing/sector-investment-guidelines

- For "Framlington Europe Small Cap” from “Governance pillar’ to “Environmental pillar”.
This change of ESG pillar has not impact on the portfolio or on the risk profiles of the Sub-Funds.
These changes take effect immediately, i.e. at the date of the publication of the updated prospectus.

Il Insertion of a specific risk disclosure in the Appendix of sub-funds making investments
through the Stock Connect program, the RQFII quota or the Bond Connect

The Board noted that certain sub-funds investing in China through the Stock Connect program, Bond
Connect or the RQFII quota were not mentioning the specific risk factor in relation thereto where such
exposure was ancillary (less than 10% of net assets). The Board has decided, for transparency purposes,
to add the relevant specific risk factors under the section “Risks” in the Appendices of the sub-funds
investing more than 5% of their net assets in such securities:

Risk Sub-Fund

Investment through the Stock Connect | ACT Clean Economy;
program Framlington Emerging Markets

For the sake of clarity, there is no change of investment strategy or risks.

These changes take effect immediately, i.e. at the date of the publication of the updated prospectus.

V. Insertion of a specific disclosure in the Appendix of sub-funds invested in or exposed to
callable bonds

The Board has decided, for transparency purposes, to amend the Appendices of the sub-funds listed below
in order to reflect their potential exposure to or investment in callable bonds.

Max investment/exposure to callable Sub-Fund
bonds
Total assets (direct investment or via |- US High Yield Bonds;
derivatives)
up to 50% of net asset - Optimal Income;

As a consequence of this addition, the Board has further decided to add the following specific risk factors
under the section “Risks” in the Appendices of the above-mentioned sub-funds:

- Reinvestment; and
- Extension,

except for the Sub-Funds where such risk factors were already mentioned.
For the sake of clarity, there is no change in investment strategy or risks.
The KlIDs of the sub-funds listed above are amended accordingly.

These changes take effect immediately, i.e. at the date of the publication of the updated prospectus.

V. Miscellaneous




The Board has finally decided to implement a limited number of other clerical changes, amendments,
clarifications, corrections, adjustments and/or updates, including reference update and adjustment of
defined terms, including the following:
- Update of the taxonomy section of the Prospectus in order to include the following disclosure:
“The minimum underlying environmentally sustainable investments of the Sub-Funds categorized as
Article 9 under SFDR should represent 0% of each Sub-Fund’s assets (including in enabling and
transitional activities), with the exception of the Sub-Funds listed in the below table:

Sub-Funds Taxonomy alignment
AXA WORLD FUNDS ACT CLEAN ECONOMY 1%

Notwithstanding the above minimum portion of environmentally sustainable investments, the
minimum proportion of investment in enabling and transitional activities is currently set at 0%.”

- Insertion in all sub-funds of a clarification requested by the Regulator in France relating to the
sustainability risks which shall now read as follows: “Given the Sub-Fund’s Investment Strategy
and risk profile, the likely impact of the Sustainability Risks on the Sub-Fund’s returns is
expected, according to the Management Company, to be [low/medium/high]”;

- Update of the “Queries and Complaints” section in the general part of the Prospectus to increase
the level of details with respect to investors’ complaints processing.

These changes take effect immediately, i.e. at the date of the publication of the updated prospectus.

The Prospectus, taking into account the changes mentioned in this letter, will be available at the
registered office of the Company.

Yours faithfully,

The Board of Directors
AXA World Funds



