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The Nordics — An elysium of
socially responsible investment

CH NORDIC

INTRODUCTION

HedgeNordic is the leading media

107 ;ubm] I_: ou7b1l -t|;u
investment and hedge fund universe.

The website brings daily news, research,
analysis and background that is relevant

to Nordic hedge fund professionals from

|_; v;tt -m7 O0f< vb7; =uol -tt Z

HedgeNordic publishes monthly,
quarterly and annual reports on recent
developments in her core market as well
as special, indepth reports on “hot topics”.

HedgeNordic also calculates and
publishes the Nordic Hedge Index (NHX)
and is host to the Nordic Hedge Award

and organizes round tables and seminars.

ou7" bv - t;-7bm] m;%vVv %
focused on Sustainable Investment
viewed from the Nordics.

$_; vb|; Oubm]v |o];|_;u bmv
investors, fund managers and third party
service providers concerned with ESG.
News, opinions, interviews and analysis

are provided are showcased on a daily
basis.

Contact:

Nordic Business Media AB

BOX 7285

SE-103 89 Stockholm, Sweden
Corporate Number: 556838-6170
VAT Number: SE-556838617001

Direct: +46 (0) 8 5333 8688
Mobile: +46 (0) 706566688

email: kamran@hedgenordic.com

www.hedgenordic.com

Picture Index: : :JJJv_*T,;uv|olh:10l7 ttccd
v_t,;uv]olh:1017 "<-_;bu EbE-mJIJIJI v_
v;JJJIv_T,;uv]|olh:1017 aJY<«Cv_;ulJJJ o
bv-h""3JJv_t,;uv]|olh:10l7 _-hblfttbm
Jv_*1,;uv]olh:10l7 ht7t-3JJJv_1*,;uv]|olh:
JJv_1*1,;uv]olh:1017 bl_-t tTubmbhJJJv_
l1ol7 ou]l-m"|t7boJJJv_1*1,;uv]|jolh:10l7 ¢
v_7T,;uv|jolh: 1017 !olotoJ$-"-mbJJJv_T,;
bl_-t tubmbhJJJv_+t,;uv]jolh:10l7 $ol
v_7T,;uv|jolh:1017 !oloto $-"-mbJJJv_T, ;L
1ol7 voll_-bfJJJIv_t,;uv]jolh:1017 "|;=-m
t,-=010JJJv_1*,;uv|jolh:1017 Ju-=JJJv_1
lol: $-v_-|t"-m]JoJJJv_1,;uv|jolh:10l7 $0
v_7T,;uv|jolh:1017 |o|of-m]e—eeJJJIVv_T, ;u\
7;vblm;u“—=«JJJv_1*,;uv]jolh:lol



“good, caring investors” therefor seems such a reasonable "otov -m7 -v|;u +07-v: U U-|_;u7 %; -tu
-m7 o0"botv uot]|; |ou;7;IrzZom: $_;u; bv etisted,<bot=we Hidn't Ikméw how well they mastered their
evidence that showing being a responsible investor has skills yet. Could any one of them really stand up to the
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investors to comply with ESG standards should be a strong
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" ruoCt;5 U -u; % ; =-ttbm] bm|o |_; Ibvdlmml;rZon7 |mweub5<;-uv7 ou 7;1-7;v |0 |_0\
steps. The hedge funds cover good breadth and depth of

m; oOv;u”"-zZom 1-m |-h; -%-< =uol bktrategiek;withinwthe universe with their unique challenges

encounters with hedge fund managers, is that many ofthem -m7 orrou|fmbz;v |o o";ulol;7 -m7 0; b|

are philanthropists. They understand the big picture. They mo| -tt v|u-|;]b;v -u; Ooum ;tt-t o";ulol

-u; ;lr-| ;21 o= |_; 0-vbl m;;7v o= |_; trM@Btohfublfdtm77am] b| o@7 vor_bvz1l-|;7 b

ov|] _-7; -1hmo%t;7];7 |_-| %; tb™; om in theiNbhiig ragiemwho are well experienced and diligent

with limited resources. Some even care about gender in their ESG approach shared their views.
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markets, too. But more crucially, not even the smartest of | am proud and pleased to introduce to you through

them have come up with a good hedge yet for planet Earth, | _bv uj;rou| ofu m;%;v|] “;m|ftu;7 ou7’

should it “go to zero”. "tv|-bm-0t; m~;v]|l;m]|] t-eoul -m7 bj|v ;

Aline Reichenberg Gustafsson. | do hope you enjoy paging
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From The Dark Side of The Force... to a Fairy Tale
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the way of carving out an extra pip or two from the markets, [lusm7v -m7 orrou|tmbz;v: | |_; v-I; 21;7 % ; Ett-mhmo|%; %out7 =ou |_; 0;,;u7 % _bl_ Fodoptm]7 Ik_bv r{vviuomu7 TfTvbm;vv "1_ oot
|[u;-7bm] o";u 7;-7 007b;v ;m uot]|; |o >unfdarbuhatelymand norierthe least since 2008, that hedge for sharing my opinions. t-l;u: $_;u; %o; %o;u; |0t7 | _-| %o; %o;u; |0 |

they are portrayed as being on the dark side of The Force, =tm7v 70 mo| ;mfo< |_; O;v|] o= bl-];v -m7 u;rt|-Zom: ;bm] in the world, and be the leaders of tomorrow. How was
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| to achieve such grand plans when my resume showed |;lrZzm] -m orrou|fmb|< mo| |o -11;r| vt
| -] -tt hm;% % -v _0% |0 -m-tcv; _ vchall@ngel 0way becojarigha real journalist, and within a
u;loll;m7-Zzomv5 vot] | - foO bm - _;7]joxbMM T bm_omJugm %out7Jv-"bm] ro|;mz-
K 7b7 Ju-7t-]; bm ‘eee7 -| - ZI; % _;m -stakiedlJoGotkuon thecdubject, we realised that interest was
rov]|J fo0O7 bm rotm7v P% _;m b| % -veryhigh &roas|the p¥sdt Inanagement spectrum. Hence
the US dollar) was making it a lot easier to repay one’'s along the way, we wondered if there wasn't an important
business school student loan. | do remember arguing that tml;| m;;7 =ou bm=oul-Zom |o 0; 107 ;u;7
managing a hedge fund didn’t necessarily have to be a om;Jo@ vr;1lb-t u;rou|: $_-|] bv _0% %.; 1-
Ju;;7J3bvJ]oo7 |<r; o= Oftvbm;vv7 -m7 |_eF;oqm{t-7t«-7 oWwbvl "tv|[-bm-0t; m™;v|l;
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Now ten years on, a couple of hedge fund gigs, a move and further accelerate the phenomenal trend we have
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Kamran, the founder of Hedge Nordic, who seemedtoenjoy -m7 hmo% |_-| -l om; v]|;r 1tov;u |o I< Cuv]|] -10bZom9 |o
| _; =:% -uzlt;v % uo|; =ou _bl -v - 7btheeome a fairy,twithimagical powers and all.
b|7 _; o@;u;7 1I; o 0; |_; ruof;1| I-m-]J;u o= - rt0Otb1l-Zom
on sustainable investment. | was due to give birth a month  +otuv?
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CLEAN YOUR
PENSION FUND

HOW DECARBONISATION CAN HELP SOLVE
A PENSION FUND'S RISK EQUATION

by Aline Reichenberg Gustafsson— NordSIP

v -m< Cm-ml; v|[T7;m| bv |-T]_| bpsperanhum|While is too early to tell whether this can 1-u0om =oo|rubm| bm |_; "_ "¢ bm - v;1lneads no;kde mohitorednand addressed. This is especially
Al—m-];l;m| 1t-vv7 - r;mvbom |-m-Qu=yub0dd;7 |o |_; 1_-m]; bm zI; _oub & om7 Withihe hélpahelcdrsultant, Trucost, the team sorted all the lut; -[;u |_; tbl-]; Tom=;u;m1; -tlov| ;

7tz;v -u; | _; -1 _bm] o= -vv;|v= -m7;uwvvombl|v=h;v v;mv;9 >| ; t;vv lolr;zzormodoimb-V;Zm7 ;tblbm-|;7 |_; % ouv| “rotjtorlbmv bbbyl %o _;u; lou; |_-m e—e lotm|
7tu-Zzom -m7 |_; ubvh orzlb®&-Zom =o uthe easiebitiisto gehetate returns”, he says. v;llou: < 70bm] vo7 |_; 1-u0om =oo|rubmp d=h|_:1"20m* %-v; v-I; ZI; -v 1_-m]; bv
u;|Tum Pou "bl; “;uv-Q: mru-121; 0% ;" ;u7 |_;v; v;;lbm]t« _-t";7 %b|_of] |-hbm] -m«< 7bu;1lzom-t 017 Joi7uml;;nuf{tup;t7 bmvz|TZom-t bm”~;
00"botfv |-vhv 1-m ruo™; 1_-tt;m]bm]: mv|tom7uyvbwmz;-7v |o tt;vZombm] -mmt-t %e-tvzrtb{kzdvttm|_; v-1;: m =-1|7 |_; >7;ibtaudeamTie Frehch gover@ment for example, has made
=oul;u o= |_; "% ;7bv_ v|-|; r;mvb adequatenmeasure7of a pension fund’'s risk. “If we can 0= "7+ lolr-mb;v ot|r;u=oul;7 |_; "_ "e« Ltmandtdry feranyone managing money to report carbon
7;viubO;v =ou ;7]; ou7bl _0% 1-uOow|-my7t[w0t-lzEb-[x@T m7;uvvom ruorov;v7 >% ;bps. Gdnségquently,vthe pension fund’'s board mandated a exposure by the end of this year. “This includes anyone
-m7 blrt;l;m|-Zom o= viv|-bm-0t; bm~™;v}ikmq8rdomzbbf¢<vbv ftv| - roou I;-vtu; o= ubVhw=0;L--u@owmjbv-Zom o= |_; roucotbo7 |manadirg 7Erénch- \pbmsipn money from abroad, so it
bm J;m;u-t 1-m _;tr - r;mvbom |o -rrtc¢state pemsion fundt’; Mence the quest for a new metric. | _; 1-u0om =oo|rubm]|] 0« 'ew: “;u “ «;-uvBe¢onves & global issue” wnderlines Andersson.
votm7 |;S|0ooh -vv;| I-m-];1;m]|: m7;uvvom vt]];v]v ]|]o 7;Cm; ubvh % _;u; |_;u;]lbm-urdyivbebobf|xr;u=oul-m1; o= ‘ee Orv 0o~;u |_; "

of permanent capital loss in the long term. And climate World Index. “It may be too short a period to draw any m ‘e¢“7 Jo];|_;u %b|_|_; &mb|;7 -Zom

“It all started with Al Gore’s movie”, admits Andersson. change is just the type of permanent capital loss a pension conclusions”, says Andersson, “but it is certainly encouraging uoJu-1 -m7 blv bm-ml; mbz-z2"; P&
“As | watched ‘An Inconvenient Truth’, | wondered if itwas  should care about. Encouraged by his mentor, Laszlo -m7 %o; vZtt _-";m=| v;;m |_; 1-uO0om |-S7b%1ltolvtby ;§ofll]7 P Q -v %o;tt -v |_;
indeed possible [that the climate was changing to such "@®ol0-+-t"«7 -ft|_ou o= >$_; wu;-|;v| _-tt;m]togemeratefaucertain outperformance”. [-m-];u Itm7b7 “ 0;1-1; r-u] o= ]_; =otn
an extent] and if so, what | could do about it” Andersson $bl;? -m7 =otm7;u o= |_; toO-t _-tt;m];v oftm7-Zom7 | _; oueotbo ;1-uOombE&-Zom o-tbZom?7
lom1tt7;7 -] Cuv| |_-] _; lott7m=]| _;tr&q;yvvwoa®t7;1b7;7 |o |-h; -1Zom bm ‘eee: b uvy] vi;r |lo 7;1-u0ombvbm] &" e¢eO0m 0= bmvz]|t:
[o 0; CS;7 O0c rotbz1v7 mo| lom;< I-m-];I1%mp: |onvrtu=tt;¢7 o _;u t-u]; r;mvbom =tm7v iélﬁ‘%@@@ I|t;hought It was impossible %oOUt7 %o b7;: >&" ees Obttbom bv - vb]mk
he started reviewing the way pension funds look at risk ~ -m-t<v; _0% |_;< -rruo-1_:;7 |_;v; tt;vZzomv o= ubydh malntain returns while being is absolutely feasible. And we hope that by reaching this
-m7 zl;: | - t-u]; I-foub|< o= r;mvbom #Hhdrinohvarid dimaleXshengd, but he was disappointed — . : [-ul;|7 bm~™;vjouv 1-m v_0% |_-| - 7Tbh@;u
managers are evaluated based on yearly performance. The ~“ot-Ztb|< -m7 om;J<;-u _oubE&omv ru; -bt;7 ;‘;u<%§9;stiﬁmaan|?’ but it seemed . bv rovvbO0t;7 % _;u; bmvz|tZom-t bm™;v|cC
blrtblb| bml;mz"; |_bv ru-121; ];m;u-|novonéeonsidared climhterahange a relevant issue. aCCeptab|e to lose some money in with, and support the common good,” Andersson stated at
%b|_ |_; 7tu-Zom o= - r;mvbom=v th-0ObtbZ;v7 % _b1l_ bv tvt-ttc ou7:u |o 0: - ]007 ]_bj/’CE”m;SZI;: [;u*® <;-uv7 |_; lo-tbZom 1otm|
around 20 to 40 years. Assets should be invested with the  As a result, Andersson went to the drawing board together -m7 &" ':'|lu & 7 0= % _bl &" ueeOm %
v-1l; ZI; _oub@®om bm Ibm7: $_u;; <;-uv %b[7/_ _bw|0d-47 “: $_; ;-vb;v]| %-< %-v 0= 1ofuv; |0 |-h; decarbonized strategies.
-7 1_; =tTm7 - tmbtt; viu-|;]bl I-m7-]; %% :w;-tt-fT-200m -m7 ;m;u]< 1olr-mb;v =uol |_Nonadeys,tdimaté change is no longer a second thought.
v_ott7 0; I-7; om - ' |Jo ¢"J<;-u ZI|; _oubiEgdm-| "w;rase7m|;7 bm ;@;1| -m tm7;vbu-0OtotMyL{oluhQujv _-"; 1-u0om =oo|rubm]| -] m_r-pottpt=%btbub|v ;m"buoml;m|-t rtv_7

of|r;u=oul-m1l; -]-bmv]| |_; u;=;u;m1l; rnsteadbthe %am worked on a system to minimise the agendas as everyone recognizes the systemic risk that invested in sustainability more broadly and taken care of
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the “S” and “G” in ESG also. In fact, sustainability represents knowledge people have about climate change, the more

- t;]-t ru;Ju;ttbvb]; =ou |_; "% ;7bv_ vthdy wil dembmdhiosr know where their money is invested.

‘eeu?7 -71bjv m7;uvvom?7 > |_ot]_| b|] %Rvoblbovmwh|[0tZ m-t bm~;v|jouvS "tv|-bm-I

maintain returns while being sustainable, but it seemed of the core business” Andersson expects.

-11;r|-0t; |o tov; vol; bm ou7;u |o O0; - Joo7 1bzZ E;m:? 0%

3 hmo%v 0;,;u K %b|_otf| 1olruolbv;7 b);bw-17fCtixb|;t< O0;<com7 |_; Zrrbm] ro

C7t1lb-u< 7t|]< o= |_; r;mvbom |I-m-];u |oAhdarsser,VV{ebmov@dfrdnmillions to billions and now

into account. |o Jubttbomv: “;u<om;7 0; b| bm rub”™-| = =
hedge funds, all will have to report on sustainability going HOW BRUMMER & PARTNERS IS FORMAL|Z|NG RESPONS|BLE
Z0U%-u7:? | l-< 0; -m bvvt; =ou |_ov; %o

79 )i -~u; 7, Cmblire O;<com7 |10 Bub iy Mq -v vtv|-bm-0btb|< bv mob INVESTMENT FOR ITS ENTIRE FAMILY OF FUNDS

robm|8 “;u<om;6 0; b| bmmvpem Atm7v %btt ruoJu;vvb™itc 0; 7u s .
tom]Jd|;ul -rruo-1_ -v % ;tt: —"w 0= r;mvbomv -u; VvZtt By Aline Reichenberg Gustafsson

equity, Iong-?nly, hedge funds, all evaluated on a yearly basis and they will have to think this
%o D11 T |O U;fOUl om Vtn)érlFobAﬂae'rsQop,Elhnl/éstorsmanagingmoneywithan m ttc ‘eeu? |_; "% ;7bv_ _;7]; =tm7 J@evy7 wiml;ju ;bu r-uzZ ltt-u bm~;v]|l;m| Vv]|L
]obm] =0U%-u78 ” tm7;ut<bm] tom]J|;ul bm|;u;v|] m;;7 |[o Cm7 - %-—-u|foguvbdm-I; - vb]m-jou< |o |_; &mbit? | -dgwomwubmilbrt;v bm ru-1z21;: mm
%o _-| |_3¢< -u; 7obm] %ob|_ vtv|-bm-0btb|<: > owbm|lbnt;y_=&d !';vromvbOt; m~;v|l;m| P&ad 'ofQRespomsible ynvestment and Edward Harrison,
_; -L ulv >b] bv - _<]Jb;m; =-1|jou -m7 -m orroul®mbt:7]o7 |o bm]|;Ju-|; u;vromvbOt;Rbspdonsitjlé; imviestnient Analyst, describe their journey so
In Europe, he believes, sustainability is taken into account 1u;-|; “-tt; -| | _; v-1; 21;:? | ; Juotr t;7;t -v % ;tt u;rou|l om b|v ruo]far\he ohallenges-timeyHave faced along the way and what
lou; v;ubofvtc |_-m -lom]v| bmvz|tZom-t bm™;v|ouv om |_; O-vbv: $_; Juotftr=v Ofvbm;vv lo7;t bv O-v[7;0®@;tby]m:uy_|brvh;< =-1]J]ouv =ou vil1l;
o|_;u vb7; o= |_; |t-mZ17 O0t| -%-u;m; %ob|_ bm7;r;m7;m| bm~;v|l;m|] I-m-];uv: u;vromvbOt; bm™;v|l;m| bm ru-121;:
-tvo: "% ;7;m bv 7;C mb|;t< -_;-77 ;";m b tbv| -] @ ccuv oeut7;m
blruo™;7 ;7;m -| “:)_;m b] lol;v |[o 1-u u7bl1 ttbZ_ ;vbm";v|l;m| I-m-]J;u bv 10J0% m;7 O0< b|v rouecotbo
"% ;7;m _-v 0O;;m ruo-1Z"; =ou - tom] Z _bv t-v| l*me¢]suy -m7 utll;u _ -u|lm;uv Pl<rbl-ttc “To tmeludevallorelevant risks and

-tu;-7<7 | _; 1otm|u< bm|uo7t1;7 - 1-u0
lom7 % _bl_ bv vtOv|[-mZ-t 1olr-u;7 |o
drove emissions down by 30% while the economy maintained

- "% TRYD|<QEDE v uTlhiu T2 I u-i1c PtQ =T gh it in the investment
| "h-m7bm7b7bv|ub0t[;7 O¢ utll;u ttzJ"u-]:]< 7 - 0

tlg\;o. bm~:v|v. . .
m2t t-vpmt{c: bm7b°b7t-t =tm7v bm ~-u<bm] ruBPEYSI§ A0 deCision MaKing

- bl _;ud]_-mJ-";u-]; Juo%|_: -m< "% ;7 "bml; | im?7 _; 7; v lou; z1; |o |_; d@mO-f_;bu :8r;1];7 ubvhJu;|tum ruoC t; precesses ispait of the role

are at the forefront when it comes to sustainability, for _~timlivofm7-Zom7 % _ov; Ibvvbom bv [datdT;mdm«-m7 lolrovbzom o= [_; " =TmdscriplibliYora portfolio manager.”

;S-lrt; %b|_ _otv;_ot7 m-I;v vt1l_ -v and raise awareness regarding the greatest global risks -u|m;uv ruo"b7;v |_; I-m-]J;uv o= |_; bmZ;r;m7;m| =tm7v

ymvbom =tm7v % ;u; t-|; -70r|;uv bm 1¢ -m7 ruoOt;lv: m; o= b|v Jo-tv bv |o b7;mZ %%b-| JtoBvh lom|uot7 lolrtb-ml; -m7 =tm7 -7lbmbv|ju-Zom: v

-u; 1-]1_bm] tr =-v|: -Zom-t rotbzZz1lb- Jo ;um-m1; lo7;t %_bl C|v 1fuu;m| 1_-tt;rafesult)the; formalizing of responsible investment for the “smb=]_; vblmbm]o=|_; & ! -m7 |_; =o0
compared to other countries. For Andersson, there is no |_-m |_; ;SbvZm] viru-Jm-Zom-t oul-mbv-Zopuwofr-l; % w;7; ;torbm] - rotbl< =ou utlloe rothulm;wwmtc 7-|; 0-1h |0 ‘eeu?7 |_; -
m;;7 =ou =tu|_;u u;]tt-Zom |o 7ub”; |_ ! founded in the middle of the 20th century, when issues -V %ottt -v | _; ITtZJv]u-|;]< =tTm7 01| -tvaommitmbrmhtp sustainabiity has been present at Brummer
%btt 1ol; mo I-,;u % _-|7 -tvo =uol v- % ;u; 7b@ ;u;m| =uol |07-<=vV: | 5 bm7;r;m7;m| I-m-];uv |0 7u-[ |_;bu_o%em|mubwm¥¥bnly bml;rzom: > tu lbvvb«
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-77v 7;mO;u]l: >m ;S-Irt; %ott Ju-7bm] o= |_; 7b@ ;u;nilwo rexampbes nof funds where the
“Responsible investment is more be a company where management is actors’ sustainability work. “That responsible investment policies are
Straightforward and more easily implemented genuinely intent on dealing with the t-1h o= _otbvz 1l -rruo-1 alreadyuquitb well developed are the
. . . bvvt;v 1-tvbm] |_; u;7JY -] -m7 ;27 7;mO;u] 1oll;m]|v >b=teont] Fw;ou| ;ttb]< =tm7 o
for equity and credit strategies but for example | ; roueotbo I-m-];uv |_;u;=o0u; genuinely interested in making the m; -m7 | _; CS;7 bmilol; u;t-
macro strategies can also integrate ESG-factors trvb7;ro|l;mz-tbm|_;rubl;o=|_ pension market more sustainable.” hedge fund Nektar. At Bodenholm
into their investment analysis.” of that company. A company with ESG for example, poor governance is an
issues are also typical short cases for m; o= |_; lov| blrou]|-m]| impoitdotcyiterion the fund uses to
=tm7v %b|_-tom]Jv_ou| ;ttb|cv o= vt1ll;vv =ou |_; blrt;beladt-its short candidates. At Nektar,
7b”;uvbC ;7 bm~;v|l;m| I-mm;l;ed |_; 1_-tt;m];v |_; |;-I of responsible investment is the ESG criteria have been used for a
-m7 o ];m;u-|; 1lolr;z Zz "~ facach whs to overcome two major  Another entrenched belief is that Otf«<Jbm =uol | _; % _ ot; oulemhp@&1Z omm21l; | ; I-m-];uv
adjusted returns to our investors”, Ibvioml;rzomv: ;ort; tm=-Ibtbr-am%b@t; bm~;vZ m] 1-m omtc« ;vr;lb-tt< |_; roue otbo |-mthdt BSG nfacétors are important to
V]-u|v 7;mO0;u]: >%0 bmthetconcepttbelieve that responsible  applied to equity and perhaps credit of course support from partners and -vv;vv =ou b|v I-1luo -m7 C .
u;t;"-m| ubvhv -m7 orrou|nvestnentvis babbout exclusions and v]u-|;]b;v: m; o= |_; 1 -tt;m top management. Resources need strategies. Forthem, it has been mostly
the investment analysis and decision |_-| b| u;ru;v;m|v - |Ju-7;0@ 7 bmO jJuld¥w |;-1 =-1;v bv v_0% bm to be deployed internally to allow - I-,;u o= =oul-tbEbm] |_;
making processes is part of the role o= wu;|tumv: 0% ;" ;u7 -v allstmatgiek can integrate responsible =ou |_; blrt;l;m]|-Z om |o Ogndlexplaihing it, so that investors see
7;vliubrzom =ou - rouce otlewrpldinsn -dnw :investor whose sole investment in their own way. Typically, of] ;@ ;12 ";t<7 -m7 |o ]b"; ;hy:débObtbp{;Ju-Zom o= u;
However, the risks have not been rturov; bv Cm-mlb-t u;|Tuihere_areétfewerhpeers to turn to =-1|ouv =ou ;ttb|«<J -m7 1do7H[Iubtmb? -z ";: > T; |o iovestméotbhmgd Jramework they are
labeled E, S or G but rather they have ESG factors into account. Ignoring =ou bmvrbu-Zom7 =ou ;S-Irt; Bpu-|;]b;v7 bm~ ;v|jouv -mdwn&shipmbdeltand the fact that familiar with.

been a risk that should be analyzed | _ ;I I-< 1-tv; | _; roueotbo |-Inv];uo= vev];l-2Z1 v|u-|;]b;vVv
such as any other risk. The decisionto |o olb| ubvhv -m7Fou orimvadtinenb Zznalysis and investment
formalize responsible investment has % _b1_  Ib]_| *ttzl-|;t< _ derisions are made by computers
been made to facilitate for investors [-];ub-t ;@ ;1] om |_; u;|Tuand algorithms. “Some would say that
who want to learn more about our ' ru;vliubO0;7 utll;u -regponsile investment is not at all
work in this area and for us and -blv Jo bm1tt7; " bm=oudpgdicable bbnsuch strategies but we

bId1bm™;v|l;m|] -m-t<cvbv -m7b%;-1byRadmad-<v
making processes, but it does not
by default exclude investments in so

| ; roueotbo I-m-];uv |o 7;mO;u]l:
ourselves and improve.”

“Itis true”, she admits, “that responsible

Indeed, standards of good governance, 1-tt;7 wu;7JY -]1];7 21olr-mb;\onP-mv|u{m| bv lou;
transparency and integrity have  from direct investments in companies and more easily implemented for
always been important to Brummer =oltvbm] om |_; ruo7Te&quityn ana =credit strategies but

Viu-b] _cou%emu?7 =Tm7 t;";t7 mo]|

% _vgu~bl;v Cul |_-] ;7-tT-]; unvanyno¥ bdut ; funds already have
bm~;v|l;m| -1Z"bz;v |;m7 |Jo =o0lftfv
exclusively on a fund’'s investments ) .
“m7 om % :|_:u " lomvb 7Weshaye started to implement responsible
are well integrated into the investment investment and we are learning along the way
7i1bvbomyv: ou 7;m0;u] -mhg jyidialéontinuous learning process.”
responsible investment is more than
that. “Governance”, she says “is very
important to us also at the company

included ESGrisks in theirinvestment  $_; 7;7;torl;m| -m7 blrt;l;m];
omt<« appraach; althoughowithout explicitly  of the responsible investment work
labeling it as such, this was not bv vzttt om]Jobm] -m7 bv ;
vblmbC 1-m| 1_-tt;m]; Dé caried bwtoinensively over the

the funds’ investments, and it surprises
me that governance is not fully taken -

_ -u|m;uv?7 -v ;S;IrtbC ;7 @entfoverslab@eapons). “There may be for example macro strategies can into account by some investors and loll;m|lv: m =-1]|7 =ou 7;mekt; dfgW months. The work for
founding of the Hedge Fund Standards “;uc Joo7 bmT;v|l;m| u-Zom-tfvl; _bbmT7|;]u-]; "J=-1|ouv bm|eh;_ot7;uv % _;m ;"-tt-Zum}lzo¥%v bm ]J;m;u-t _-"; 07;mOladsv |;-1 bv Tmtbh;t«
Board (HSFB) in 2008. Hedge Jobm] tom] bm - u;7JY -]]; 7théio | mvestraént analysis. It may hedge funds approach responsible rovbz ~; |_-m ;Sr;1]|;7: -m< Z1; voom |_;u;-[;u: >);
fund managers also become HFSB be especially challenging for some investment and sustainability.” started to implement responsible
signatories when they are integrated viu-|;]lb;v |Jo |-h; vr;1bC 1 =-1|ouv bm|o Another key aspect was to get the investment and we are learning
lo |_; wutll;u _ -ul;uv Juo- account, but governance and building v -m ;S-Irt;7 7;mO0;u] l;nubomvu-m-];I;m| =tmlZzom emno{u7:%-< -v b| bv - 1¢
" bv -m bmbz-2"; -bl;7 - a sustainable business are relevant | 3 tt;vzomm-bu; _;u |Given the independent management learning process”, she observes. When
-m7 ruolozm] v|-m7-u7v lo -tt:? $_; |u-7bZom-t viu;;mb@&i{t-M70t| =ou - Cm-mll= |v;u™dd@;u;m| Culv7 |the responsibi¢ policies for all the
governance, transparency, integrity exclusion system is indeed applicable Cul % _o r;u=oulv -m oftmenritk team, which provides risk  group fund companies will be fully
-m7 0% m;uv_br ru-1z 1;v = mostly to equity and credit funds, but u-mhbm] o= 7b@ ;u;m| rmeashremedt vio;|the investment developed and applied on a day to day
=tm7 bm7tv|u«: ;vb7;v vbml; |_; b7;- -] utll;u _ -ulmjum-];uv= vtv|-bm-0btb|« m@nageisswittn the group, has been 0-vbv7 |_; Cul % btt 1;ul|-b
-ulm;uv?7 =otm7bm] [;10;u bv |o ruolo|; - _otbvz1l 7;l1bvbpwi omm-bu;7 v_; ;Srt-iimposahtasitrperforms screenings of a model for others, especially when
e’ o] _;u I-fou bm|;um-Zon making and risk management process, =0oltv;v om " bm|;]Ju-zdam =bmfow -]-bmv| ""J |_bB| 7:-¢i0vvijo 1Ttz Iv]u-|;]c -1
=tm7 Culv vtl_ -v -m -m< v]u-|;]< 1-m r-uzlbr-|;: >the funds’ analysis and decision -m7 bmltt7;v -m«< b7;mz GhoSe sifatddip® that are furthest from
-uv_-tt )-1; -m7 u;"-m 0% _-":; |Jub;7 Jo -"ob7 - om;JvbE&E; Chhomtlt ruol;vv;v: 0% |_; ifvbs@nentsmin the risk reports 7bu;1| ;ttb|j« -m7 1u;7b| bm
bv - 1olrt<JouJ;Srt-bm u;]k approach, which would not work for a companies work to make the pension viOlb, ;7 |o rousotbo I-m-];whIx8 ; -ulm;uv -m7 |_;
investment managers’ report on their Cul tbh; ofuv?7 -77v -uubvom: market more sustainable and client genuine interest and engagement |_; u;vromvbObtb|< fotum;«
compliance with the standards to the =ub;m7t<7 =ou ;S-Irt; bmfram the& sk tehm has been a very and the sails are fully deployed, with
HFSB on an annual basis. Certainly because it is so much easier transparency and fee structures, is blrou|-m| vtl1l;vv =-1|ou?7% ;tltJyt¥vbrr;7 -m7 r-vvbom
[lo tT-mZ =¢7 -m-t<&; -m7 lomb|owmo'| Ibmltt7;7 bm |_;bu ;"-7TtmOom:-m7 at the helm.
el

13



SN %

I

ssssssssssssssssssssss

www.nordsip.com - February 2017

There
are so many
dimensions to take

bm|o 1omvb7;u-¥%
<7-_t v-<v: >"
demand less or more from
7b@;u;m| 1-];
l-m-];uv5 u;
bmv|jutl;,m|v -rrtb1-0t}
moul-z2"; b7;- =;
bm|;Ju-Zom7 «;v7
which of our investment
ruol;vv;v7 -m7
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@;ubm] vtv|[-bm-0t; bm~;v|l;m| bv CuM |-m7 ubouLbov)v =ou !;vromvbOt; m~;v|
-0o0t] ;mvtubm] bm~;v]|ouv |_-| lou-t ~-ptowdesthe bnoad ESG assessment benchmarks by which
:Sl;um-tbZz;v7 -v %ottt -v Cm-milb-t -vrb]|@r%bl|ttv:0$ |-hLodr-m< bv ruot7 o= bj|v
bm|jo lomvb7;u-Zom % _;m bm~;v|l;m]| 7 batbad Nydahl-ampHasizes, its norms and requirements

0% ;" ;u7 |_;v; lomvb7;u-Zomv v_ott7 Imem]molmvy <ydutke« O-vbv?7 -v ! v_-ur;myv

lol; -] |_; 7;lubl;m|] o= u;|tum -m7 abdddds nanm clawsesy driven by reported incidents and

m=oul;7 oueotbo -m-];I;m| P Q7 |btrude;7bvm=oul-Zom ]-|_;ubm] bm |_; b

vev];l-21 bm™;v|l;m| [-m-];u7 tTm7;u$|loov |;}mv 7 |oo7 Itv] -7-r|] b|lv 0%

blrou|-m1; o= IlbmblbE&bm] |_; ;@;1] odothzbtmp;flu-Dewmbv7 % _;u; b| 1-m ruo”;

om r;u=oul-m1l;: everything at once, underscoring the importance of early
-m7 lomzmtotv ;m]-];l;m|] %b|_ Oo|_ ;

)_bt; |_; Cul bv lov|t<c hmo%m =ou b|v I-1uo v<v|;l-21

viu-|;]1<7 b| _-v -tvo O;;m o@;ubm] tom]Jomt< ;ttb]«

ruo7tl|v %b|_ - vtv|-bm-0t; ruoCt; vbm ‘-“ThTe;ECSG effort

has integrated ESG factors into the investment process
|_-mhv Jo - mtlO;u o= vr;1bC1l-ttc |-bt

lo7;tv: ou ;S-Irt;7 =v bm~;v]|l;m| ruol
lolr-mb;v |_-|] -u; mo| " lolrtb-m|7 % _b

.7 Involves iconstant work
Vv r;m-tbh@E; .
v<vq);m-imf£agratlon and

u;lo“;ubm] |_; tov| ;Srovtu; %b|_ |_; _ 0= % ' (E.: :
leading to a “best in class” approach rather than solely fﬁllb‘v\hlﬁ@ Ltﬁe eVOIUtlon
S1ttvbomy:)_im bl lol;v |o |_; ubvh v i o=0f standards, which is

fvZm] -u; ;-vb;u

part of its appeal.”

| 5 tom];ud|;ul ;@;1|v o= vtv]|-bm-0t; bm
to understand. Avoiding investments with poor governance
or that are environmentally damaging is likely to reduce

ubvh bm |_; tom] |;ul: ;7]; ou7bl v-| 70%m %b]|_

"l;=-m <7-_t -m7 mm- ublo7b]7 |_;-m7bbnmsv]|oav=ru;=;u;ml;v -m7 m;;7Vv:
" ollb,;;7 =ou - 7bvlitvvbom o= |_;bu Ifohlbt|fl;mfPue-dv_ <«<7-_t: > |=v mo| ;moT]._
|lo vtv]|-bm-0t; bm~;vZm]: ou 1tb;m]|v -u; v-<bm] R " bvS - ]Joo7 b7

bm~ot";v lomv|-m| %ouh om bm|;Ju-Zom
;JottZzZom o= v|-m7-u7v7 % _bl_ bv r-u| o

)_;m b| 1ol;v |o b|Jv " rotbh1«7 =o0lfv;v mo| omt«

om r;u=oul-ml;: $_; Cul -tvo v|ub™;v Jo _-"; - rovbz~;

bearing on the companies its funds invest in in terms of v -m 127; %m;u7 ;m]-1;v bm 7bu; 1|
"7 % _bt; lolrt;l;mzm] ;Sbvim] ;@ outhe companies lim it® iAvestment universe that violate UN
ourou-|; "olb-t !'5vromvbObtb|< P "!1Q |to0f]_ olonl|Zz@mvo|_;u % ;ttJ;v]|-0tbv_;7
-m7 o|_;u -1z"bz;v: bm-tt<7 b| % ouh]bjbthomltum/m|i<om™;mzZomyv: | 7o;v
bmi|;Ju-]; "!' v|-m7-u7v -lom] |_; Cul=v &%tm- ou@z"; ;@ou|v7 ;m]-]bm] |_uot]_ I

and with the use of an engagement service provider. Its
=v V|-|;7 r_btovor_< bv |o vtrrou]| | processhisnbhbedt on |results from the GES’s Global Ethical

lolr-mb;v _-"; - 7f|< o lolrt< %b|_ bm|Standadcamaitsisnnoadél; which measures compliance with

J ;";m b= | _;< -u; mo| t;]-ttc¢ 0o00tb];7 |ovid vonQuim?v-y_ : & to0O-t olr-1]7 |

u;vtt|7 =tm7v 1-];]Joubl-tt< 70 mo| by vt bZm iod mmb7v-m7 7 ;m"buoml;m

|_-|] "bot-]; " moulv: "bm1l; ‘eee?7 | _; Culmbiv % y-bprm-yduxt-|;7 lom™~;mzomv: olr-
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which it holds shares. To this end, it recently announced bv - I;10;u 0=7 bv %ouhbm] %b|_ & ! Ofor];Ztm]7;™ tor;;7v |o O; 7om; 1omZmto

|_; 1u;-Zom o= - m;% % ;0vb|; |o vtrrou| "b|Mb7-m1l; =ou _;7]; =tm7v: b v b mvide fhojecko Bhis, they say, translates into an argument
blrt;l;m|]-Zom ;@ou|7 bm lott-Oou-Zom %b]|_|omMyZdtZem-t-utc -12"; r-uzlbr-m| bm | Zo¥%oedbbam]]Juot+v ;-ut< -v rovvbO0t;9 |_;
Shareholder Services Inc. (ISS) to communicate how it vitrrouzm] |_bv ;@oul: lolrt< % b|_ moul-2"; v|[-m7-u7v |_-| -u
bm|;m7v |o "o|; -_;-7 o= ];m;u-t I;;Zm]v -m7 ruo"b7; u;-t ym=oul;7 -| |_; Ouo-7;u volb-t t;°;t7 |

Zl; tr7-|;v: >$_bv Oubm]v ofu " bmbz-Z"; Nyoahlnasd_thunks there is a possibility to create new it becomes. “There are so many dimensions to take into
level as it increases the transparency towards our investors -tl;um-27; ruo7t1l|v |_-| %obtt O;m;C| =ubbmvbV,;t--aambh?] <7-_t v-<v: >"_ott7 !
and invested companies, but also hopefully encourages 1tu™;: "b7;ml; v_0%vVv |_-| =v " blrt;lom|-Zamn!| _7b@;u;m| 1-|;]Joub;v o= =tm7
o] _;uv |o =otto% otu r-|_ t;-7bm] |o lott;1Zryocbrualom trvb7; bm ubvh u;7t120m9 »)tu_:SbvZaR mnmv{utl;m|v -rrtb1-0t;5 v
O;,;uv|-m7-u7v7? v-«<v ublo7b]: % ; 1-m ruo"b7; - roueotbo |_-| bv ftv|] -Ww2olr5Z2ahQh;5bt; bm|;Ju-Zom7 «;v7 01|
simultaneously being ESG compliant — and perhaps, inthe bm~™;v|l;m| ruol;vv;v7 -m7 _0%5 $ ; h;«
=t|[tu;7 bm |_; -t|;um-27; vr-1; -v %o ;tt7?b-|7Ww |<Zuotl: |_; vblrt;v]| r;uvr;1z"; o= _c

bll;7b-|;t<7 01| =uol |_; bm];ttb];m]| r;u\
and why it makes sense taking all internal and extraneous

4 : =-1|jouv bm|o 1lomvb7;u-Zom vblft|-m;ot
It's certainly a | | |
challenge to integrate | 7 -v bv 1ti-u7 " bv =-u =uol - mc
fuu;m|t«7 omt< -rrtb;v b|jv " I;|]_o70to]<« | tom!J . ou -m bm=ubm];l;m| om ro|;mzZ-t u;|Tum
omtc< ;tfb|l<ruo7ft1l|v: -|Tu-tt«7 lomzmtotyv V- _G When |t comes it represents the opportunity to rethink its strategies
=ou I;]_o7v Jo bm];Ju-|; vtv|]-bm-0t; bm~;vz rubmlbrt; . lomZzmtotvt<7 | _;u;0< I-SblbEbm] ro|;m:
bm|o b|v 1fuu;m| -t|;um-2"; v|u-|;]b;v: o°o'“;u7FO"%éage fund81 Wlth ltb;m| v-Zv=-1Z2om:

viu;;mbm] |I-h;v tb,t; vimv; % _;m b| 1ol;v |o
vtl -v toO-t -luo |_-| u;tcom -vv;|v | _~-| 70
relate to companies, such as currencies and interest rate

ruo7tl|v: $_; "«v|;l-21 to0O-t -luo Tm7 70,

v Wide spectrum

| 7

of specialized fund
"°tategories...”

u;vrom?7 |o u;7 Y-]v -u; ;S1tt7;7 =uol |_
investment universe.
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banks are forced to restrict their lending by the regulators.

The issue of sustainability is becoming increasingly
important to a changing investor world. Today, worldwide,
around ten trillion euros are invested taking sustainability

lomvb7;u-Zomv bm|o -11otm|7 - |u;m7
bmlu;-vbm] ]Jto0O-t volboJdrotbhZz1-t -%-u
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Companies not willing to deal with the requirements of
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part of the capital market. It is in the economic interest of
companies to take aspects of sustainability into account in
their decision making process.

However, this is not the only reason why companies should
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process for all concerned.

Sustainability as a factor In
the management of high-yield
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exclude certain industries or countries to give their products
a sustainability label. We believe this kind of lip service
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At some point you need 1o stop and clean the bathtub 44

Enhancement of the analysis process and monitoring tools

Solid companies

Enhancement of the ™, ‘ h\
analysis process and
monitoring tools by:
- Improved corporate
governance and business
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Qualitative Quantitative

- More efficient use of
resources

- Society and product
responsibility enhances
acceptability and reduces
reputational/ legal risks

_ 2 \___—__/ .. A _

Traditional pillars of the credit analysis

Source: JAR Capital
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THE OPTIMIZED SUSTAINABILITY- QUEST

By Aline Reichenberg GustafsserNordSIP

*&" $ ! I'$ ) + % $$ I ) + framework, Reinius launched svensk miljo i
! , jofond (Swedish
vblmbC1-m|] 1omv;tt;ml; bv | _-|] l1olr-mb;v u;=tvbm] |[o bmlu;-v; |[u-mvr-u;ml«7 ;m|'&| bm|o 7l:&to]T$ ou kﬂjruo‘; -77u;vv;7 environmental fund). “I have been interested in this field
shortcomings have to be excluded from our investment universe. That this was rarely necessary to date clearly demonstrates =ou - tom] |bl;7? v-<v I;bmbtv: >+0t 1
that the majority of companies are aware of their social responsibility, the changes taking place in the broader investment So far, hedge funds have not been particularly well a true believer.” For him, sustainability is an important
lolltmb|< -m7 1ftv]|ol;u O0-v; -v % ;tt -v | _; or;u-Zom-t -7"-m|-];v: olr-m< Il-m-];uv tmKnawn|tonranl high b zhe sustainable unvesting scale. area and not only because of the responsibility we have
bm™;v|jouv v_-u; |_;bu 0% m 00f;12 " ;v9 - v|[-0t; r;u=oul-m1l; % _;u;umJuzlZ cmtdruwbv,v® Jbkaml % mp;fv7 -m-]bm] bu;1l|ouowands the next génerations. Behaving and therefore
avoided. "% ;7bv_JO0-v;7 =tm7Jo=J_;7];J=1tm7v Invwestihgun an bridusEajvable way also represents a cost
ou|l=otbo -m-];I;m]| P Q7 _;7]; =1 m thattamhavea®mifent consequences. By way of example,
and also should drive positive changes in ESG factors, !;bmbtv ]b";v tv |_; ;lbvvbomv v1-m7-
&$ | $ % _bt; blruo"bm] |_;bu ubvhJu;|tum |uThe Jommpany had intentionally programmed certain
7b:v:t ;m]bm;v |0 V_0% - to%:;u S oft|
' -rb|-t bv -m vv;| -m-];I;m|] OotZztt; _;-7tt-ul;u;7 bm om7om %b|_ oL 1;v bm ;mhé preseffatibrOof-thp-environment hastalways ranked than they actually emitted on the road. The aftermath
vr;1lb-tbv;v bm |_; tuor;-m _b]_<b;t7 Il-uh;] -m7 |_; vimbou roueotbo I-m-];u7 ;uubnigh mmdngst Reirnius’$ wwh tpriorifiesu He7clhtamgdOid hof this deception was an immediate 30% drop in the
|[lo e—=—u: $ ; I-m-];I;m|] =0oltv;v om | _; ru;v;u”-Zom o= 1-rb|-t -m7 roueotbov -u; LomvbuVv]l|[fd0lem$;y -z| et "[JuyvP;"Po: ;| cdnmipany'g-shafe Jpric® and the cost for the company is
and distressed issuers are excluded as are bank, insurance and real estate related issuers. To date, the management team - momJruo=b| ou]l-mbv-|bom =o0otm7;[070« v}kl ;;Mmubhou; |[_-m &! eu Obttb
_-vvt@ ;u;7 mo 7;=-tTt|v: I -rb|-t bv 0;tb;";7 |o O; |_; omtc I-m-];u bm |_; _b]_ <b;t@0vu{l; M _-|-uld “McebmedD uooduu|[|¥ v;| |than kkely tinal if employees have been able to misbehave
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ESG factors could have highlighted such a culture and
rung alarm bells thereby dissuading a potential investor
to take a long position in the stock.

ou !5bmbtv7 toohbm] -
_tl-m -1z2"b|< bv 1uflb-
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the bath, slowing down is not enough. At some point you
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are not concerned about ESG factors, they probably have

ubvhv bm | _;bu rou|=otbo |_-| |_;< 1-m=|
u;7;:1;7 - =tm7 =ou |_-| ";uc u;-vom38

different view about the risk around some of their trades.

| |_; tom]J]|;ul Nbwadayd, tmostlgfitheomanagers Reinius meets are very
t -m7 mo| omt<inté@%eh im]sustaimanl@ irvédting, but often more from
27, @1 v: >)
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does not always take ESG factors into account formally

m;;7 |o vior -m7 1t;-m |_; O0-|_|tT04? v-<w;l;bmbfvsvtfowzon]0;;m ;m]-]bm] %b|_ |_; =1
lo0lu|: "turubvbm]t<7 |_bv u;-tbv-zZom _fuwvd mdnagers they hat® mested in or are targeting to

Zl; =ou |_; %out7 |o l1lol; |o: "ol; o= |take a mwi® proadive approach to responsible investing.
sustainability can actually be retraced to Stockholm, and Hedge fund managers should not stop at merely excluding

|_; &mb]|;7 -Zomv om=;u;ml; om |_; 1I-mdividuab stoakd ;bajed on lists and rankings, but they

-V =-U -V e—¢‘: | |_;m Jooh ¢” «<;-uv 1t mzZshduld in}tedd activelyn drive change in the companies

o= $_; uftm7|t-m7 !;rou|7 -:h:-: tu théyamvestiif.t“lf;good people stay away from harmful

which inspired the founding of The Natural Step, and which
outlines the necessity to consider what we today call ESG

companies”, Reinius emphasises, “people with less moral

sense will take control and do even more harm”. In other

=-1jouv: mo|_;u |;m <«;-uv %o0tt7 r-vvteimsZthe| responsibdity of the investment community
uololot %-v -70r|;7 bm e——e: $07-<7 |%houlknat;bey &s iti§ most often the case today, to turn its
| ;7 I-12 _bm; bv vto%t< v|-uZzm] |o lo7;: "omok gi damagmng Budintdésses, whether they are polluting,

have integrated in the investment process that misbehaving
is bad for business. “If you don’'t have a good culture,”

using child labour, or engaging in corruption for example,
but do the opposite and become the engine of change.

extrapolates Reinius, “smart people will not come to work Vv - =tm7Jo=J=ftm7 |I-m-];u7? -1l|v lov]|t< -
=ou <ot -m7 <ot % btt -"; - _-u7 zl; 1oldayendn@ raises awareness at the hedge fund level.
W . m ru-1|b1;7 1 _;1hv _0% |_; I-m-];uv o=
| was surprised to see that some . o : . .

included in its portfolio fare by examining holdings
hedge fund managers treated 7bvitov;7 bm |_; =tm7v= v;lbJ-mmt-t u;rou
sustainability like some kind of them with thve help of the external SRI service provider

""J |_bS: = =t-]1;7 lolr-mb;v v_0% *tr7

socialism. We met some hedge conversation with the manager to determine what can

be done. For hedge funds, which Reinius sees as having
nimble investment processes, the decision path is often
shorter than in more institutional and traditional fund
management structures. As a result, the manager of the
)b|_ 'sbmbtv -] |_; u;bmv? _ -V -t%o - <wundering fumd tan @ot immediately and communicate
viv|-bm-0btb|<«: $_; Cul v|-ul;7 blrt;I;mzndirectly with tabportfoli@ hoJding when an issue appears
rubmlbrt;v bm b|v _;7]; =tm7 |I-m-];u vthatTidesntomaeonlinvone loimthe ESG dimensions. Hedge
‘eee: $ ; |;-1 Jub;7 |Jo Cm7 of| b= vitv]|-bumd® hakel @ graat opportunity to change a company’s
factors were important for the hedge fund managers at culture and make its processes more sustainable. In larger
all. “At the beginning,” he says, “I was surprised to see that institutional settings with more red tape, this decision
some hedge fund managers treated sustainability like some could demand the approval of a committee and be more
kind of socialism. We met some hedge fund managers with complicated. The fact that larger institutions may also
absolutely no moral sense.” In the past two years however, have a more significant holding in the stock than a smaller
- vblmbCl-m| 1_-m]; bv oOv;u”-0t;: m; hddgeufinthis Netkas; important as could be intuited. A

fund managers with absolutely no

moral sense.”
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_t %ob|_ |_; VZ[;tv;m P mo%t;7]; otmvergawiitly nowadays, regardless of how many shares are Simon Reinius,
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“The hedge fund managers have started caring about -m7 lov|t< =ou |_ov; %b|_ - tom];uld]|;ul - 7 rzlb&;7 oucotbo
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Reinius comments. “We think that if hedge fund managers thesis can depend on ESG factors.

(HEDGENORDIC
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factors, let alone promote any kind of involvement. That
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“It was clear that demand from
both institutions and individuals
is higher in Sweden. But the
growth is stronger in North
America, where the interest for
sustainability is coming from a
much lower base.”

“We are a small company,” says Reinius, “so we do the best

%o; 1-m %b|_|_; u;votul;v %; _-";?: m;
-vv;| I-m-J;uv lov| u;1;m| =tm7 t-tml_7
olr-mb;v tTm7 bm -< ‘ee¢” PJto0O-t ;tTb]|<C
Jo-t bv Jo b7;mz=< |_; tom]J|;ul % bmm
l;u;te v]-<bm] -%-< =uol |_; Tm;|_bl-t 10
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tom]J];ul rovbz™; ;m_-m1;l;m| |o u;|[Tumy
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by sustainable investors in the medium term. In general,

| 7 "V ruol;vv -] bv 7ub™;m bm|;um-t
investor’s interest has been growing strongly in the past few
<;-uv7 % _bl_ 1b";v |_; Cul -m -7"-m|-];
m|;u;v|] bm | _; ou7blv bv vZtt viuom];u

Europe and in the US, as illustrated at a recent conference
Iibmbtv -, ;m7;7 bm ;% +ouh: > | % -v 1
=uol Oo|_ bmvz|tZzomv -m7 bm7b b7 f-tv |
But the growth is stronger in North America, where the
interest for sustainability is coming from a much lower
O-v;:? [;u u;l;m| 7;0-1t;v7 vtl1_ -v |_;
(othv%o-];m vl-m7-t ou |_; pir%-;u oL
and investments in fossil fuels not performing as well as
expected, investors have more willingly started to get onto

|_; "' 0Qo-|: | 7;Cmb]|;tc< toohv tbh; |_;
turned. Let us hope that there will be a reason soon for
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by Jonathan Furelid — HedgeNordic

Being one of the pioneers among Nordic om: -ul|t<7 |_bv %o-v - u;tt;v]| =
hedge funds to adapt its investment strategy Ot] lou; blrou|-m|t< % ; %-m]|;7 |0
to ESG guidelines, QQM fund management lollb|l;m]| Jo |_;v; tt;vZomv |_-|
announced its negative screening efforts to be of vital future importance.”

already in 2014. Now, the market neutral

fund manager aims to take the next step m ru-121;7 |_; 7;1bvbom =uol

in becoming a truly green option in the lo |_; & to0O-t olr-1] bmbz -2

alternative investment space by altering its
cash management principles.

reviewing its current investment universe as
%o;tt -v I-hbm] vtu; |_-] =1|tu; -7
universe complied with rules set forth by the UN.
"We were early adopters, as a hedge fund,
-77u;vvbm] " Jbvvt;v -tu;-7< bm?&pr“ITmMz|t -M0%7 otu ruol;vv
point, | believe we were the only Nordic hedge  focused on excluding companies that do not
=tfm7 |o bmlourou-|; - m;]-z7; iNeup boldhe JUNccompact list requirements.
bm|o otu bm™;v|l;m| ruol;vv?7 ow7u;-lvrtatiom;7%; -"; - 1oor;u-2

=v ;-7 o= m";v|ou !;t-Z omwithSntouiside consultant company called ISS
when HedgeNordic meets up with the manager |_bS7 % _o0 -u; lomzmtotvtc tr
-] ]_;bu "Jolh _otl oL 1; o7;utoohthendompdroas]thiat we are allowed to invest

in and who needs excluding. So far, the impact

$ ; m;]-2"; viu;;mbm] |_-| ttbm-w;&;uw yot4#v ;t< tblb|;77 ;S1t*?
O-v;7 om |_; &mb|;7 -Zomv vo 1-ttyZ;MmJode-dffu |o|-t bm™;v]|I;m]| T
list” which is a list that stems from the world’s 1olr-mb;v?7 ftbm ;Srt-bmv lom?2
t-ul;v| lourou-|; viv|-bm-0btb|« bmbz -2 ";7
calling for companies to align strategies and ?$ _; m;]-z"~; vlu;;mbm] _-v -7
or;u-zZomv %b|_ rubmilbrt;v om;@fLl{momblofu7r;u=oul-m1; -m7

t-0otu7 ;m"buoml;m| -m7 -mzZ JlecwwtvZ;om:|o _-"; -mc m;]-Z"; blr-

-0btb|< o= ];m;u-2m] -tr_- o";u 21|
"It was a natural step for us to incorporate  opposite. When we now take the next step
these principles into our investment process. in our ongoing work to become a truly green
While many were talking about aligning their 371, =tm7 -t|;um-2";7 |_; rovbz~
viu-[;]b;v |o |_bv bmb2zZ -2 ";7 % ; Hexorhe eleh mane pvident.”
)
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om |_; v-l; r-|]_ =ou rovbz"; viu;;mbm
course this is partly a decision that stems from increased
$ ;m;S| v|;r|_-| fttbm u;=;uv |o bv - Cbud " %whdy 77;;1bmBFImOffd % ; C ultc 0;tbh;";
-tvo bmlourou-|; - rovbz"; vliu;;mbm] %b7;, -urpwb/ay"{oblt-1] om oftu bm~;v]|l;m]|

principles. This will be applied to the cash management _-"bm] fv lom|ubO0tz m]
r-u|l o= |_; roueotbo: ?); -u; Oubm]lbm] bm Ju;;m Oom7v |o
our cash management, in other words we will invest the

r-ul o= |_; rouscotbo |_-| bv _;t7 bm 1-v_ ou ]$v; ;t’r[f]‘]—t;;}ﬂ-v:l/gr A; V 1 u,.,Ir

into bonds that support sustainable projects. In doing this, ~
%; %obtt =tu|_;u vju;m]|_;m otu " JruoCt;’??_T'tym mnme m; ] - 1/4 ;
The green bond investments will be carried through by
direct investment as well as indirectly through investment
Ju-7; Ju;;m Oom7 =tm7v ou |[_uotfT]_ =Tm7v %b]|_" "
ruoCt;7 -11lou7bm] |o Ttbm: ; 0% ;" ;u _b] tb] |v |_-| b|] %btt
mo| -t|;u |_; ubvh ruoCt; o= |_; ttb|< ;Z#)M tuom-lQom7 bmbz-Z2"; bv %o
foresees it will be fully implemented already this
"As the market for green bonds has grown and investment ?); _-"; -tu;-7< |-7; otu Cuv]| Ju;
orzomv O;lolbm] lou; -11;vvbOt; -m7 thtAb7Z0%B;v;;-11-] %; %btt _-7;
7;1b7;7 |ov_b[ |_; rouecotbo=v 1-v_ roufuom\=uZodmdom bvm%bb|; O;]bmmbm]
_b] _t< u-|;7 bvvt;uv bmJo Ju;;m -t];um-G ;% %Wb;|"bw;, ¥bkidttrL< 7o0ltl;m]| |o
ubvh ruoCt;: ); %btt _-"; |_; v-I; 1u;78 ;ubmvh-D7%;| va&b|;mbm] o";uvb]_|7
ruoCt; t;-m;7 |0%-u7v Ju;;m ruof;1|v: $07;bwmibwm];Mm]|; %b;ttim Oom?7
-tvo _ot7 |_; v-I; 7tu-Zom -v
| -] %; 70 mo| -t|;u |_; =tTm7-v ubvh 1lemZlh;udivvz Dvvbvitbm %btt -tvo
O;th;";v |_-| _-"5 -m -77-m|-]; %o b|_-wi;m;2|"|oollb,;;?27 -]-bm %b]|_
0% Y ;SbOt; | ;< 1-m O0; om |_; 1-v_
lolr-u;7 |o |_; -";u-]; _;71; =Tm77 % _bl_ ttzl-|;tc _-v
given them the opportunity to bring in green bonds. ?$_; ollb, ;;
bmilttf7bm] -m

_, . orrovb|;
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In April 2016, Kames launched their Global Sustainable Equity Fund focusing on companies worldwide with strong sustainability

characteristics. In an interview with HedgeNordic, portfolio manager Craig Bonthron and Ryan Smith, Kames® Head of ESG Research,
explain what they believe makes their investment process work differently from other funds making the sustainability claim and

m] o= how that transfers into a concentrated portfolio of 35-45 truly sustainable companies with an active share of above 90 percent.

?&mtbh; I-m«< o|_;u tom]Fv_ou]| ;ttb]|« consiitant.tThig is7a Way for us to ensure credibility. We

in varying degrees are dependent on returns generated %obtt _-"; |% o0 I|;;Zm]v r;u <;-u 7bvliftfvvbm] > Jy;7HyZ m]tbv_;v otu bm~;v|l;m| -rruoenl-t<bbv}_$| o¥furuo-1_ bv Oftbt] om =tm7
=uol 1-v_ wu;rt-1;I;m|] ruo7t1|v7 V Uu;vBvwr -w;-mort;t«0% |0 %ouh ruo-17 ";t< |o |;;]|-brmdul-v[@d viv|-bm-0btb]|< -tto% Vv tv |0 Mymlvib 7v;ut;L@lommd;ovlObm ;7 %b|_ - ruorub:
7ub”™;m =uol -tr_- bm v]olh v;t;1Zom:7)Ibmov|=ect|;wbviibm-0t; bm™;v|lI;m| vottz omp_-|ldm]=cttuot|vb7; |_; u;]Tt-u " 1 mb";ESG scfeenitig tbo¥dhat includes external ranking data from

the return targets for the fund we can therefore easily ltb;m|v -m7 ruovr;1z"; 1tb;m|v:? Ttbm -tvomvkulwwmvbl ul 1olr-mb;v |_-|] v_0o% |_; [Lblthh,w-omshb'm]vym7 "tv|-bm-t<Z1lv O;vb’
bmlourou-|; " 1lolrtb-m|] bm~™;v|l;m] orgEgmyvbvmthhztm]Jo O0; -77bZom-t bmbz -z ;v bm7yu{?7btm -[febt-0t; " vlioubm] v«v]|;lwZoybn] %<oftlZ $ _bv -blv |Jo Y -] 1lolr-mb;\
into highly rated green bonds would for many other funds ;] =fu|_;u u;lolmbZom -v -m " lolrtb-m| thm?;¥yl;%b|_ - roueotbo o= omtc |_; t-uy,vd%ibir}rbbrwvobm;m| % _;m b| 1ol;v |Oo " 7
involve taking on less credit risk and translate into lowered |-m-];u -m7 | _-| |_;v; tt;vZomv % btt u;l-bm -||gr 7ribtoub]<%out77 Il-hbm] b| “;u< 7bL=Iftut]_jo s$mzUfm|-t bm ;vZ]-Zom -m7 -m
u;|tfum |-ul;|v:? ou | _;u; bv mo% Xar e fordsee@bleXutyrm -tr_-?7 "Ib|_ v-<v % _;m 7;viubObm] 0% -l;v -rruo-1
viv|[-bm-0t; bm~;vZm] -m7 Cm-mlb-t -10bZomyv: viv|[-bm-0t; bm~;vZim] bm |[_;bu m;%t< t-tm1l_ ;7 =tm7:

2): =% <[ ]o0; ! J1:uzC:7 0t] -bl [0 Jo | -] uot[;: m We aim to track the ESG
l1lou7bm] |o tTtbm7 |_; %%ouh |_; lolr-ma7:v [bolm;| ¢ b'mlu;-vbm] 7;l-m7 =ou =ovvbt =u;; -t|;um-27; improvement of these companies
tt;vzomyv 7Tme] |_; r—v| rT o< -uvT 1-|bleT\/A;¥b|lJm|W|\DCDt|T_z omv % ; 1-m -tu;-7« I’UOAb7;LO@NING%F0R ESG LEADERS AND throughtimeasthey(hopefu”y)
[u-mvbz ombm] %b|_ u;]-u7v |o |_; Ju;;n-Btom7l/mbovy bt =mu7; “;uvbomv o= |_; t’”p/“de\]/ERS transition to ESG leaders.”

-tvo ]b";v 1u;7b0btb]|«
viv|[-bm-0t;

| o -V
bm™;v|l;m| vottZzomyv: volb-t Jo";um-m1l; tt;vZomv ";uc<
| _;u; -u; 1tbl-]; 1_-m]; bvvt;v |_-]|

? Irto<bm] rovbz " "; vliu;;mbm]
to ESG investments is very rare in the hedge fund space

-rruo - fhe efdtlohment sliroungling us is a constant reminder that
things need to be addressed, sooner rather than later.”

| ut;inrmanhdged acoounts.orhis said, we take environmental and
viubotfvt«:

9 _:nme-1); | -4lv |;-] o= -m-tcv|v Ct];uv ot]|] lolr-mb;v

_-"3 - 7bu;1]l-@ 14 Ontb;"; o@ ;u |_; lov| bm];u;vz ffTheoprooass$ fwe thavevig built on classifying companies
they make use of their 25 years of experience in managing in one of three categories, being Sustainability leaders,
roueotbov o= ;|_bl-t bm™;v|l;m|v -m7 7 Sushainabilipimprorersdr ;Sustainability laggards. Laggards
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leaving them with a developed market, large cap, value INVESTMENT PROCESS IN ACTION
-m7 o[;m fuor;-m Ob-v: -u];u lolr-mb;v m-|fu-ttc _-7;
O;,;uus;rouzm] v|-m7-u7v %_;m b| 1ol;v |o " Iidesctibingrhow Kames develop investment ideas and how
smaller companies have equally compelling sustainability | _;v; b7;-v -u; |tfum;7 bm]o -1|t-t rovbz
1 -u-1|;ubvzlv -m7 I-m< viv|-bm-0btb|< votfZodmnriuoyb7;am|_uom I;mzZomv 0_-%h
are based in emerging markets. lolr-m< |_-] |Tumv u;1<1t;7 rt-vz1 0o, t;\
? fu =tm7-I;m|-t -m-t<vbv =-"otu;7 |_;
INCORPORATING SUSTAINABILITY back of a strong housing market in the US combined with 1
INTO THE INVESTMENT PROCESS rovbz "; blru;vvbomv =uol 1olr-mc1;;Z m] -

-tvo robm|;7 |o vjuom] lov]| t;-7;uv_br -
)_:;m -m-tcvbm] lolr-mb;v =uol - viv|-bm-0btb |Businessrin @ fragmented industry. From a sustainability

Kames combine the fundamental analysis from their global standpoint, we ranked the company as a sustainable leader
;ttbl<e ;-1 %b|_ ruorub;|-u< tt-mz|-27; " Yrinjdddyndecause of the half a billion dollar investment
vev] sl -m7 7;]-bt;7 tt-tb|-Z"; viv|-bm-0btb|< -mo-te®bhv: -v |-7; bm b|v u;1l<ltbm] rt-m|:

t-u];v|] u;l<«lt;u o= rt-vz1 0o,t;v bm |_;
that has allowed them to reduce their exposure to oil prices

Craig Bonthron, oues otbo -m-];u Inorder to eX.tl'aCt alpha’ We.thmk -m7 0;1ol; - lov[Jt;-7;u Abm - =-butc loll Ryan Smith,Head of ESG Research
you need to dig deeper than just "tv|-bm-0btb|< _-v ruo"b7;7 |_;I %b]|
looking at the ESG ratings.” advantage.
we don’t invest in, leaders and improvers we can invest in. bm~;v|l;m|v Ot] |_-|] bv o[;m o";utooh;7
However, to only invest in Sustainability leaders does not ov| o= -l;v=rovbZzomv -u; =oltv;7 om lolr-mb‘Weusatid\eniiat many of the create sustainability alpha.
ruo”~b7; =ou - to| o= -tr_- orrou|tfmbz;v7b] ;mlsuofluOo¢ltpM_; ruo7t1l| -m7 ruol;vv rj‘éYJé't&iﬁébiTityIeadersoftomorrow,the
is on improvers. These are companies that we feel are voJ1-tt;77 ?_Db]_ tt-tb|< _j;uo;v?: "b&E;-0t; ;Srovftu; byv -tvo . . ?); bm7;v] %b|_ |_; rfurov; o= Cm7bm] 1c
on a journey, improving their sustainability performance. held in companies which Kames consider to be” immature Immature innovators, will be companies | ;bu 1olr;zz"; -7"-m|-]; bmJr-u| | _uoft]
Academic studies suggest that this is the best place to invest  innovators”where the products rank highly from a sustainable outside of the developed world.” Otvbm;vv lo7;tv -m7 ru-1Z21;v -v %o;tt
if you want to capture sustainability alpha”, Smith believes. ruvr;1z7; 0t| % _;u; or;u-Zom-t ru-172 1;v -u;-ve+m7—0+ products. This is done on a cross sector and cross regional
not best in class. “We aim to track the ESG improvement of basis. In order to extract alpha, we think you need to dig
$ ; =tm7-v roueotbo I-m-];u u-b] om]|Jupm Lorr-mdovyw|_ _uot]_2z1I; -v |_;< P_or;=fttt<Qno{mmbzvdiE ;-0t; rovbzom bm |_; =tm7;;bw |_rm-ffm|;xpohbm] -] |_; " u-Zm]v~
that most sustainable investment funds focus on the leaders, to ESG leaders” said Smith. vimvou I-mt=-1|fu;u =ou uo0oz1 ruo7t1Zom tbm;v7 ;<;m1l;:
According to Smith, this is not an obvious stock to include m; %-< -l;v tooh |o ;S|u-1| -tr_- bv |
in a sustainable investment fund merely looking at ESG l1olr-mb;v bm ;l;ulbm] Il-uh;|v % _;u;
SUSTAINABILITY PORTFOLIO POSITIONING 7bvitovtu;v: 0% ;" ;U7 -l;v _-v  b7;mar€ géherally ;lonker compared to the developed world.
i B as having very strong sustainability and governance "ol;Z1l;v om; 1-m b7;mzZ =< vblmbC 1-m| blr
Immature Innovators High quality heroes 1_-u-1fjubvzlv: =757 % _ju; ui]ft-lJouv -u; rT® m] m;%
-m7 lourou-|; Jo";um-m1; 107;v bm|o -1%
?% _; lolr-m<=v ruo7t1|v blruo™; ;L 1b;m1make orhpanisomgrdvengn their sustainability work. Given
% environment for the people involved in assembly line -l;v=a =01ftv om vfiv|-bm-0btb|< blruo™;uv
3 ruo7t1zom: | |_; v-l; Z1; |_; lolr-mc« 7thernmvdsimpnt process.
g strong governance standards, including an independent
% 0o-u7 Pu;t-Z";tc Tmlollom bm -r-mQ: ;?Emdrgingtvoarkets; show a much lower number of
A E;uoJd|ot;u-m1l; rotbl< =ou m;rozvl %b|_bholr-mb;¥olr"mavY] -m7b]_ " Ju-mh Ot| vbi
g ; % bl bv -mo|_;u lollom ruoOt;l bm -r-nba7t lIpm];V-kv;bu " ]tb7; bm ‘ee* -m7 -r-r
7 i | _;bu Vv|;%-u7v_br 107; bm fee“7 - to| _
-c;} i |;ulv o= bmlu;-v;7 lourou-|; u;]tt-Zom -r
g E HOW TO CAPTURE beligve that many of the sus.tainability Ieagers of tpmorrow,
i SUSTAINABILITY ALPHA t:e Am:natur;a |;novat:);s, will be co;npamles out&dg (l)f the .
’ g i . ;7 tor; koOUt7: m ou7;u |0 ruo =uo
ChstrusiwciallRquanta ’ B o et baddies > Smith and Bonthron return to one of the things that they mo% bv | _; Z1; |]o b7;mZ=<|_ov; blruo”br
How - sustainable practices judge to be of upmost importance when talking sustainable  to invest accordingly”, Smith concludes.
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om-|_-m tu;tbh79 ) _-| bv |_; u;-vom O;;lbm@;m[itmLSbmpv b|v I-uh;| "b;%vVv |_u
viv|[-bm-0t; ;7]; =tTm75 =t|tu;v -m7 orzomv: m |_; !;vromvboO
tvbm] orzomv |l-bmtc |o ;S|u-1] 2z 1I; ~-tt
m7;uv tolt “bhe|geason for launching a hedge ruo|;1Zom v_ott7 |[_; l-uh;| Jo -]-bmv]| T\
=tm7 |_-| _-v - vtv|-bm-0btb|< =01tv bnet|éposuoe from the |long &argstoxx Sustainability and

hand it is a result of our view that sustainable companies the short Eurostoxx50 trade, which is typically marginally
in the long run holds an advantage to those that ignore  long.
these issues, which also should translate in them being

lou; ruoC |-0t; -m7 bm |_; ;m7 _b]_;u $tf%-f %m fmwvomdzZ omv bv |_-| % ; v;tt "o
sustainable companies. Being a hedge fund, we can play ru;lbflv -v tom] -v "ot-Ztb|< v]|-<v t0o% -
both the short and the long side of this trade, which allow :Slu;l; ;Sr;1];7 lo™;v |o |_; trvb7;:); 1c
tv |oro|l;mz-ttc ;SJu-1] | _bv "-tt-Zom 7b®@ ;u|mrkup o ZI;: ruol;;7v bmjo rt| o
m |_; ol_;u _-m77 %; v;; - Ju;-| -m7 bmilwrew;7 |D;l0m7>0";ud_;7];7? om |_; 70

for fund products that embrace sustainability. By having a
truly sustainable product we look to tap into this demand.
Sustainable products has so far been a rare species in the
hedge fund space but we cannot ignore the fact that this
_-v 0;10l; -m bmlu;-vbm]t< blrou|-m| 1lomvbZ;u-Zom /=ou
investors in the space.

market unexpectedly would turn extremely bearish.

om-|_-m Tu;tb79 0% bv | _; rousotbo vjutl|Tu;75
m7;uv tolt The j@a behind Atlant Responsible is
|lo 0; -0t; |[oo@ ;u - l-uh;| m;T|u-t ;7]; =Tm7 | | bm™;v]|Vv
in companies with a high sustainability rank. The long book
includes companies that are selected from a European
sustainability index that excludes everything that can be
lomvb7;u;7 momJvtv|-bm-0t;: $_bv bv obhuvtlvli-|7]ko=-0% f-uz 1tt-utc % ;tt bm 2
companies approach environmental issues, it can also be and moderately rising equity markets, which has been the
applied to how they treat their employees and how ethical luym7 =ou ttb]|; vol; z1;:
standards are structured and applied. The index includes
uotm7-00t| ¢—+ lolr-mb;v7 vo |_;u; bv$-;t%uduvmdb-h,_ vl;m-ubo =ou |_bv v]u-|
universe to chose from. ubv;v ttblht< -m7 |_-| |_bv bv 10l0bm;
rising equity markets. To some extent this move would be

In order to hedge out the market risk, we use futuresand _;7];7 O0< otu tom] ;ttb|< rovbZomv 01|

orzomv om |_; tuov]|oSS”e bm7;S | _-|drmdbmv % oviotlz o@ ;1| r;u=oul-m1; m;]-2°
the largest companies in Europe, not taking into account I|-uh;| -1Zom bv _b] t< Tmtvt-t -v |_; |
the sustainability aspect. There is an overlap interms of | _-| - vblmbC 1-m| ubv; bm “ot-Ztb]|< by
lolr-mb;v bmltt7;7 |_;v; bm7bl;v7 vo equitymdrkdtsc %o _-| |_;
m;| ;Srovtu; u;vtt|v bm bv - tom] rovbZom bm vtv|-bm-0t;
companies which is hedged with an index that comprises
momJvtv|-bm-0t; ou t;vv viv|-bm-0t; laom-rhb-m: tubtb79;:m -] _-v 0;;m <otu ;S
the net market exposure that we can play given our view %b|_ u;]-u7v Jo r;u=oul-m1l; -m7 ;Srovtt
on the market.

m7;uv tolt'lhwf@®r to stay true to the market

+ot -u; tvbm] 7:ub”-Z ;v |o ;:Sru;vv <o heutl clain,twe-aah only have a limited net exposure in
"b;% 7 ;Srt-bm Oub;Y < 0% |_bv bv 7om[:; =tm7: "bmil; bml;rzom o= [t-m]| !;\
exposure has been below the 25 percent threshold of the
=tm7-v (7 % _bl1_ bv bm tbm; %b|_ v|-

m7;uv tolt Atlah® is known for being able to
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|[o vol; o= otu o|_;u ruo7t1l|v7 %; 1-mmd;|Ctab2 ovb ] mdt@ L --mtjo %o ;u viv|-bm-0btb|< viou;7 % ; |;m7 |o O;
-lotm] o=1t;";u-]; bm |t-m] !';vromvbOt;:shdruouthjst sectof as ppposed to the larger universe of

bv " r;ul;m| om |or o= |_; ubvh =u;; uBJrppean;®@nmpafies.v | _;
$ ; l-uh;| 7;7;torl;m| rov| |_; &" ;t;1Zom % ouh;7 bm
favour of cyclical and commodity related stocks, which
rt-<;7 m;]-z ";t< bmj|o |_; r;u=oul-ml; o= !;vromvbOt;7
0% ;" ;u otu rovbz"; I-uh;|] "b;% -v o= t-|; _-v _-7 |_;

=tm7 u;10";ubm] -m7 -v o=
-ttJZz ;3 bl t; 7 tv:

;0ut-uc ‘eee %; -u; 1ltov; |o

om-|_-m tu;th79 )_-| orrou|tTmbz ;v ou |_u;-|v 70 <of
V,; -_,-715
m7;uv tolt"behbdn] =ou%-u7 % ; -u; vzttt orzlbvz1
about the stock markets and our base case view is that
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Ress Capital is a company on a mission. The Swedish fund
[-m-];1;m|] Cul =olfvbm] om bmvtu-m1l;Ji
with an emphasis on the secondary market for U.S. life
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-0of| voJd1-tt;7 >7;-]_ vr;1ltt-Zzom?: $_; I-1
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highly uncorrelated to the general economy.
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the U.S. secondary market indeed operates ethically. Ress
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explains, Ress has since stepped up to the challenge to 1olr-m<5? Yu|;mvom ;S1t-blv: $_; 00,0l tbmThebigdgeshrisk to this investment process is the longevity

ensure policy sellers and investors understand that there that most policies never pay out, and very few of them are o= |_; bmbZ-t rotbl< _ot7;u7 =oulbm] !;vv ou -m< Ot<«;u o= |_;

bv mo lom|u-7blZom O;|%;;m ;|_b1-t rusold]jn #e secomdarywaunket, mainly for lack of awareness policy to pay premiums for a longer period and delaying
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component. A buyer typically receives a life expectancy

“Buying life insurance policies is, indeed, ethically acceptable. report from one or several medical underwriters. For
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th=; bmvfu-m1l; %btt o[;m 0; _;u 1 _ bt7u;“Buropearkinvastons aén't feadide that the secondary market
up and thus the original need for a life insurance policyisno  for US life insurance policies is a regulated market. They
longer there. The most common thing that happens is that think it's some sort of cowboy market. The fact is that
V_; v]orv r-<bm] _;u ru;lbtlv7 -[;u [;m othis |Segmenkishighly Tegulated in 45 U.S. states, and the received $6.2 billion, more than ten

for lack of knowledge that the policy can instead be sold. ruol;vv;v -u; _b]_t<|Ju-mvr-u;m|7? Yu|;mvom ;lr_-vbv;v: $o

As a result of no longer paying the premiums, the policy that end, the TrustBrand report Ress commissioned was in times the total surrender value of $0.6

“Policy owners who sold their policies

t-rv,;v7 -m7 uv "lb|_ -m7 _;u 1_bt7u;m paotitended toprovide-answers to investors in Sweden that billion from insurance companies...”
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“The key risk is longevity, which is can buy the policy. Buyers cannot transact directly with the $ ; v:t;l12om o= |_; |I;7b1-t tm7;u%ub];u bv =tm7-I;m]|-t:
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operational, valuation and premium ru;lbflv -[;u b|] _-v 0ot]_| |_; rotblb;v7 u;tb; imdependentvand;twusted medical underwriters, who base transparency of the U.S. secondary life insurance market.
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U;-tbvz1l "b;% o= |_; rotbl<=v ;Sr;1|;7 u;[ffoum7- Bh nbd%o tl;ZhvIpyv m;;7v |o 0; ;";m |
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this market was to disappear, consumers would be at the from a terminal illness and it focuses on wealthier and to think of the secondary market as controversial. “We've
mercy of insurance companies who clearly take advantage u;t-z";t< _;-t|_< bm7b"b77t-tv % b|_ tom] tb=; ;Sr;m|vmbb{V:|$;;h;< ubvh bv tom];"b|<7 %mddé _thé ectsiom bhat 7thi€d isu amspstainable form of
o=]_; lomvtl;uv= Ilbvbm=oul-Zom: [;m 7average pdlicy size sl approximately $2 million, underlining to all the other risks the fund assumes, such as credit, investment, we think it's good for the consumer, so we
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the integration of ESG must
be tailored individually to its
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dictate a moral compass to our clients. Instead we need to
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the more they see ESG criteria as part of that stewardship,
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"I:57sm o s vildl;u9m uotr u;lolmb@& ;v |_-| ihvestofs havdadvanced requirements related to ESG issues.
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approach has been to partner with key third party data ! ruol;vv: v 1 -bu o=]_; & ! ;7] tTm7 7°bvouc

providers like Trucost and Ethix to provide data across ollb, ;;7 % ; -u; t;-7bm] |_; %ouh v]u;-I |o 7;7;tor -

the firm. In other instances, individual investment teams vor_bvz 1-|;7 t; btb]l;m1; f;vZomm-bu; |;lrt-]; |_-]|

%b| bm -m wuotr vtOvliubO; =ou vr;1lbmbA0ttivJdrmbteopgdyv o -vh lou; |-btou;7 " tf;vZomyv:

7-1-: |=v |_; tom]J]|;ul v|ju-|;]< =ou -m wuoftfr |o 7; ;tor _bt; vol; bm™;vjouv lomvb7;u Asta tesult tfeblidajd, which is composed of customer
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several providers to produce a comprehensive ESG risk be shared by all personnel of Man Group plc (‘Man’). These t-ul;v] bmvfu-m1l; lolr-mb;v7 =Zoe¢tw;7o0om |_bv |orbl: $_; Cuv]| v|;rv
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firm has generally maintained a policy where investment which is authorised and regulated by the UK Financial "tv]|-bm-0t< -m7 u;vromvbOt; bm~™;vZ m] ﬁ‘npr&,e "-v O0;;m om
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The firm has generally found that investment managers  -v b|v u;]bv|;u:7 o==b1; -| m; Tu®Eom "|uThe énsurance ccompany’s customers are also its owners improve.” In other words, there is an important step

and financial analysts who embed ESG factor criteria '~ 6 m]r-m78 -m7 vtv]-
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ml;u;vzm]t<7 othv-11-7; - 7;1bvbom |oo=olWwkV ;B ffvmbmi; unb]t [v: > bmbm] bv -tvo - v;1|ou %b|_ I-mc«
u;votul;v om -12"; 0% m;uv_br7 - vhbtt; % ttupdmyvZIolvembd-ttc % _ ;m |oo I-m< bmftub;v ou =-|-tbZ ;v
lott7 7;7;tor -m ;7];: )_;m b| 1ol;v |oarprepariedandthecompany doesn't take it seriously”, says
I-m-];l;m|] o= b|v " “ee Obttbom ;ttb|¢;muodltbmt;nodg|;m |_-m mo| 1olr-mb;v -1|t-ttc u;vrom?
only is the mandate passive but it is also outsourced to favorably to investors’ concerns on ESG factors. “When |
Swedbank Robur, one of the largest asset managers in v|-u|;7 bm ‘eee?7 v_; ;Srt-bmv7 >1o0lr-mb;v -mv%;u;79 );
|_; ou7blv: = lotuv;7 |_; bm™;v|l;m|7ldmZ|tBm;¥V_-uto/%4 0% lov]| r;ort; -u; -%-u; o= 1tbhl-|;
for the exclusions dictated by the SRI screening and the change and want to do something about it.” In fact, a few
work of the team. The responsible investment analysis Zz ;v |_; r;uvomv u;vromvbOt; =ou vtv|-bm-0btb|< %b|_bm
and monitoring are performed by Folksam’s team and the Swedish companies have thanked Folksam’s team for their
exclusions are reviewed every quarter and sent to the bm|;u”";mzZom -| |_; v7 -v b| _b] _tb]_|;7 |_; blrou]-
rouecotbo I-m-]J;uv -| "% ;70-mh 'o0Otu: o= |_;bu %ouh %b|_bm |_; oul]-mbE&-Zom -m7 _;tr;7 ;vil-t-|;
the urgency of ESG issues at the board level.
Nowadays, exclusions are not only prescribed by a simple
screening such as in the case of tobacco companies or
%o;-romv |-mt=-1|tu;uv 0t|] othv-I -tvo_|l<h;v -17";
measures. The team considers ESG incidents as they are BlEfore’ you thbught you had to
u;rou|;77 ;b|_;u bm |_; m;%v7 0« v oudive something upntprbe responsible,
-m7 |_;m lolltTmbl-[;v %b|_ |_; o@'m7mmﬂha:ltdsmonlbngerthecase. If
m|;u-1Zomv %b|_lolr-mb;v blrtc t;, ,uvada%p&ng,rﬁanh]ég risks within
Of|] -tvo r-uzlbr-zom7 -m7 ;“;m u;vott
Ctbm]: m | _: 1-v: o= " _:tt -m7 7 |sustalnaqytyctpeptheyalsohamdle
u;vottzomv om 1tbl-];J1_-m]; v|u-|;]b;thejibptheruiskss|
ol _;u t-u]; bmvz|tTZomv: tt |_; tft;vZiomv -m7 1olr-m«
u;vromv;v om " Jorblv -u; rtOtbv_;7 bm |_; u;rou|
| -1 );v]_otl=v |;-1 % ubl|;v: $_ ; -, omY7-mthy=lm lourou-|; Jo";um-m1; |I;-mv O;bm] ruo-12";
| %o ;;|v 7bu;1|t< =uol |_; vbm1; -11;vasopposedad ontyaespensive. “In Sweden”, she says, “our
Ju-m|;7 Jo l-uh;| r-uzlbr-m|v |_-| 70 mwork ie %omomnly inciderjit based. We sit down with the
one share. Issues are also discussed more in detail on the companies we own shares in on a regular basis and talk ) _su;-v "% ;7bv_ vV -u; t-ul]; or;m I;;2

team’s blog. about how they can improve. It depends on where they the case everywhere. In the US for example, all the owners

(HEDGENORDIC

-u; mo |-,;u % _-|: $
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in that case, the answer may be that business should not
be conducted in that part of the world at all. Skanska
for example, decided to leave Russia altogether. In the
end, it all comes down to money — unethical behavior
has increasingly proven to be costly for companies, and
therefore also for their investors. “From an investment
rouvr;1z ;7 vtv|[-bm-0Obtb|< _-v 0;10l;
ruoC |-0btb|<«<?7 );v]_otl v-<v: > ;=0u;7 «
had to give something up to be responsible, but that is

no longer the case. If a company handles risks within
sustainability, then they also handle their other risks.”
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“It only takes one share to file a
resolution.”

As a result of the resource focus on corporate governance,
u;vromvboOot; bm™;vim] _-v -t%-<v 0;;m
Folksam but it is constantly evolving, improving and
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are on their own sustainability journey. It can be about u;]ltt-utc "of; ;t;ljluombl-tt< O« ruoSc<: Was;incorpbrated jnto other aspects of the investment

Exclusions are followed through mainly when companies environmental issues for some, or gender issues for others. -,;m7;7 omt< 0« |_; -m7 |_; t;]-t 1lodedv;uv7wotb| -v bm |_; 1-v; o= ;S|;um-1
70 mo| I-h; ;motf]_ o= -m ;@ ou| |o blrudf;l=M Y%b] . vI|; 7: vtv|[-bm-0btb]|< u;ru;v;m|-2";%s00tf7] 6tvoobm|t;vv |0 %-V]|; 21; om |_;=dwbrztjgulnv-205bmbjm~;v]|l;m|v: !;vromvbO
For instance, if a case of child labor is reported the team %o b|_ |_; 7 |_; t;]-t Llotmv;t ou _tl-m u;votvubA7 %] ;lmv -t%-<v rovvbOt; |o I-h; 7b-@u;u7mT:0|; 0 |=polt;2Zom ruol;vv7 OF
% btt bmbZz -|; 1om|-1| | _uot]_ - r_om; bl-ttdl;vm|d soOftioPpc Du _TI1-m ub]_|v tt;vZ omafar, even electronically, and even without a large stakein | _; "fv|-bm-0btb|< ;7 ;torl;m| o-tv bm ]
%ob|_ - 1;5Zm] bm % _bl_|_;< %btt -vh =ou - 1lollb]|l;m| |_; 1olr-m«<: > | omt< |-h;v om; v_-u; |oo€the waytp\be rdizfaycad?@ven further.
O;<om7 |_; u;vot"bm] o= - vr;1bC 1 bmlb7ym|ots=v [pdtkzhmj - robm| |o v;m7 - u;ru; Westheimreminds us.
company will be required to show how they will prevent lo ;";u< om; o= |_; “"J"e "% ;7bv_ _ot7bm]v7 % ;m;";u
| _; v-I; bvvt; =uol u;ltuubm] bm |_; =schéduliig 0 «allbws.- 7 Imcleasingly, companies also ;vrb|; |_; vljuom] ruol]u;vv |_-| _-v O;;m |-7; bm |_;
their policies and their internal structures and explaining spontaneously invite their investors to sustainability past few years in all ESG dimensions, Westholm believes
the concrete changes they envisage. “If the companies uoftm?7 |-0t;v: $ bv or;mm;vv _-v v;;m - roVb4"|_ jJu;nwZ tt bv uool =ou blruo™;I;m|: $_ ; to%J_ -m]lbm]
say that it is none of their concern”, Westholm adds, “we  that has accelerated in the past couple of years. At the fruit of environmental improvements has been or is
will have to take the decision to no longer own shares in  beginning of her career at Folksam, Westholm remembers, being addressed, as it is most visible and perhaps most
the company, but it is actually unusual. Nowadays, most if companies were not ready to listen and embrace the l;-vfu-0t;: m -77bzom7 ;m;u]< ;L 1b;ml< -tvo u;ru;v;m|v
companies realize they have a responsibility.” necessary changes demanded by investors, they risked to immediate cost savings for companies, so resistance to

see their names in the papers. They realized that defending change can be more easily overcome. However, Swedish
v -m ;S-Irt; o= ;S1ttvbom7 );v|_otl I;mZlomtv;viommdbm- vi-m7-t -7 Ouoh;m ot]| %-vibbi-thbtp7-vuo vZ tt o[ ;m m- "; % _;m b| 10l;v |o ]Jo ;um-m1;
;Juot; T17 =ou % _b1l_ _tl-m ub]_|v "“bot-they startéa ppening itloeir |gafs more willingly, and sooner. bvvt;v vfl_ -v louutrzom: | |_; ;lrto¢;; “t7 lov|
bm u;t-Zom |o |_;bu or;u-Zomv bm "t7-m -m7 |_; lolr-m« -lu;; |_-] Touutrzom bv -m ;"bt mozom7 Of|] %_;m |_;< 1;]|
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Lack of SRI investment
funds worsens trade-o
for responsible allocators

Is the oering of responsibility-labelled products
broad enough? Does the label adequately re ect
the content? Are the measures used by portfolio
managers appropriate? We sought answers from
Gunnela Hahn, Head of Responsible Investments at
the Church of Sweden and Christina Hillesdy, Head
of Responsible Investments at Lansforsakringar, one
of Sweden’s largest insurance companies.

Both institutions invest mainly through external
managers and have responsible investment at heart.
For the Church of Sweden, ethics have always been
of great importance. Hahn, who joined in 2008, is
responsible for the sustainability aspects of the
organisation’s investment policy, within a team of four

at the nancial department. Hahn's role is to ensure
that her organisation is at the forefront of responsible
investing. For example, she drove the divestment
from oil and coal in 2008, thereby following the
Church’s philosophy. “We were ahead of our time”,
she comments, “and we were con dent that it would
work out well. It is important that sustainability goes
hand in hand with nancial return.”

For Léansforsékringar, the history of responsible
investingislinkedtoits origins. The company is formed
of 23 local insurance companies which have always
been engaged with local societies on environmental
and social issues. Protability was enhanced
by encouraging society to behave responsibly,
thereby avoiding accidents, while preserving the
environment and improving society’s wellbeing
simultaneously. The organisation’s commitment to

For allocators who adhere to a sustainable investment philosophy,
trade-o s can be very dierent from those fund managers face. If
everyone involved in SRI now understands that investing responsibly
does not require giving up any risk-adjusted return, allocators also
have to take into account other questions.

responsible investments has increased over time
and solidi ed with the hiring of Hillesdy in 2014, at
which point her full-time position was created and
Lansforsakringar AB became a signatory of the UN
Principles for Responsible Investment (UN PRI). Her
responsibility is to ensure that ESG principles are
part of the manager selection process, to work with

h 6 i
managers that had both good

:

and strong ESG principles and
processes. It could be very
frustrating, and it still happens

sometimes.”

the fund managers on their own ESG process, to
continuously develop Lansforsakringar’'s approach
to responsible investments and to engage with the
companies that the organisation invests in (even
when done indirectly through external managers).

“On an overall basis”, remembers Hillesdy, “I was
warmly welcomed. No one resisted the increased
focus on ESG, as it was already taken into
consideration before. The real challenge was to nd
managers that had both good nancial management
skills and strong ESG principles and processes.
It could be very frustrating, and it still happens
sometimes.” One of Hillesdy’'s and the External
Management Selection team’s goals is therefore to
try and promote responsible investing amongst
external fund managers, and other asset managers,
in order to increase their level of ESG-pro ciency and
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“After the reputation of the hedge
fund industry suffered so much
from questionable ethics during

| L '5)
offer a way to redemption.”

the breadth of product o ering. At Lansforsakringar,
the ESG side of the manager selection process is
performed based on a 35-questions assessment
which covers three main topics: the organisation’s
committment to ESG including policies and ESG-
teams, the engagement with companies, and the
integration of ESG in the investment process. A score
is established and reviewed annually. The team will
select the managers with the best score within the
relevant product category, provided that the nancial
performance is satisfactory. Hilleséy and the External
management selection team team meet annually with
the external fund managers to provide feedback and

advice. “Many external managers are very keen on
getting advice”, she says, “especially those who have not
come very far yet.” “When we invest in external funds,
we cannot decide which investments they should
exclude”, Hillesty explains, “but we try to persuade the
managers to follow our exclusion list. We do see some
fund managers implement changes, especially when
it comes to controversial weapons, since it is such a
big issue for many Scandinavian investors”. “We also
encourage fund managers to engage directly with the

www.nordsip.com - February 2017

companies they invest in as well as integrate ESG into
their investment analysis”, she adds.

In general, Hilleséy wants to drive ESG integration
within existing funds, as well as support the creation
of more responsible products. Some markets in
particular are not very mature, she believes, such
as in the case of Emerging Market credits. Private
equity has been an early mover in the alternative
investment space, but there is a still room for
improvement. Equity and credit products, especially
in the traditional long-only developed market, have
integrated ESG criteria but they can also develop
further. In particular, relative managers should shift
to the new indices that take ESG into account,
instead of the conventional indices that include
many harmful companies. In fact, it is surprising if
not slightly disappointing that there are not more
ETFs available that invest in these indices. Hillesoy
adds that responsible investment managers across
asset classes should shift towards selecting the best-
ranking investments according to ESG criteria instead
of merely focusing on eliminating the worst ones.

Another area where Hillesdy is surprised responsible
investment has not been more integrated is the hedge
fund industry. After the reputation of the hedge fund
industry su ered so much from questionable ethics
during the last nancial crisis, she believes ESG
would o er a way to redemption (no pun intended).
She admits that it is currently dicult for certain
strategies to nd the right approach to integrate
ESG investment criteria, but the hedge funds should
organise themselves better, drive change and de ne
their own standards. They should follow the example
of the private equity industry has done already a few
years ago. Concretely, it means forming or reinforcing
committees within hedge fund trade organisations,
providing guidelines and templates and promoting
responsible investment across strategies.

One burning topic among investors today according
to Hahn, is to measure the impact investments have
on society. She welcomes this focus, since ESG is
not equal to sustainability — a tobacco company can
have the highest ESG scores for example. Nowadays,
an increasing amount of information is available
about the purported degree of sustainability of a
product, but does the measurement correspond to
the actual goal behind the responsible investment
policy? “A fund may publish its carbon foot print”,

www.hedgenordic.com -  February 2017

Hahn explains, “but it could be misleading. A solar
panel manufacturer will have a higher carbon
footprint than a bank, which lends a lot of money
to carbon-intense projects.” Those familiar with
carbon-measurement terminology talk about
“scopes”, which determine which emissions are being

measured. Scope 1 measures the energy generated

and used by the company itself. Scope 2 looks
at the energy consumption the company would

source from outside. These are relatively easy to
measure in terms of carbon footprint. Scope 3, which
is the hardest to measure but also the broadest,
includes the emissions of carbon dioxide and other
greenhouse gases in the whole value chain, from
suppliers to the use and deposit of the end-product

itself, and so on. In most sectors, Scope 3 stands

for over 80% of the total emissions. As an example,
Hahn explains that in the car industry, the biggest
part of the carbon footprint comes from driving the
cars, not from the actual production or distribution
of the cars. Some talk about Scope 4, which could
include the negative footprint, as in energy savings

“For asset managers and the

i L
carbon footprint measured as it is
today is a good start, as the use of
numbers is a way to approach the
issue that is familiar to most in

this industry...”

and increased e ciency generated by the use of

end-products, such as in the case of solar panels.
“Scope 3 is already di cult to measure”, Hahn says,
“and scope 4 is not captured at all in carbon footprint

measurements currently.”

“For asset managers and the nancial industry in
general, carbon footprint measured as it is today
is a good start, as the use of numbers is a way to
approach the issue that is familiar to most in this
industry,” Hahn comments. “But it should only be the
rst step of a more thought through climate strategy.

An in-depth analysis of the opportunities and risks
in the whole value chain needs to be performed.”
According to Hahn, the carbon footprint or other

such simpli ed numerical measurements should not

(HEDGENORDIC

be used to communicate with the end-investors, and
it should not drive the investment selection process
alone. There is a risk that an asset manager will have
to abstain from investing in good companies, such
as those with attractive Scope 4 scores. “People want
simpli ed measurements, but carbon footprinting
can be very misleading,” Hahn concludes.

That being said, for Hahn, the nancial industry’s
progress has accelerated in the SRI dimension at a
somewhat surprising speed. She explains: “When we
exited fossil fuel investments in 2009, not many other
asset managers were moving. Today, everyone is
looking at carbon as a strategy to reduce risk and nd
opportunities. What surprised me was that it became
so big and so suddenly. Scientists have warned us
about global warming for decades. Perhaps the Paris
agreement was a trigger and what followed was a
large snowball e ect. Also, the divestment movement
probably played a huge role.” As a consequence,
the advantage for early movers like the Church of
Sweden is that the relative performance of their de-
carbonized portfolio is positive. This should serve as
an example to other funds and incentivise them to
accelerate the adoption of sustainable investment
practices, and as Hillesdy prescribes, to be amongst
the rst to seek best-in-class companies in this
dimension. If the trend continues the companies
that are best at ESG will certainly be tomorrow’s
outperformers, not only because they will be better
positioned fundamentally and carry less risk, but
thanks to the inexorable shift of the nancial industry

into more sustainable investments.
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THE PERFORMANCE — culture, weak governance, lack of independent and diverse

SUSTAINABILITY TRADE OFF IS orbmbomv -m7 ;Sr;uzv;7 -m7 lomYb1l]|v c
0t-1;7 =ou |_; 7b;v;tJ;lbv?Bam argue that7 - t:

A DATED MYTH |_; vli-m7-t 1ott7 _-"; O;;m ru;7b1|;7 b=

SUSTAINABILITY INTEGRATION: OTim 16im 1o (0thv%e Jimow v]0 111 1u-t I

lollomtc -m7 tom]J_;t7 O;tb;= _-v O;;m |_-|] b= - 1o0olr-m«

I-h;v - 7;1bvbom |_-|] bv O0;m;Clb-t =Reseafch;that link$ afpeus on sustainability, which includes
I HE ‘ HAI I ENGE I HA I community, society, employees, or the environment, then -,;mZzom |o Jo";um-m1;7 |o vjuom] ;l1omol
b| Itv| r-< - rubl; -m7 |_;u;=o0ou; _tul| s abundard.lBatbeven: if the research were not conclusive,

o|]_;u %oou7v7 om; ITv]| |u-7; ruoC]|-0 b its|mplp makessensg thabt & company that manages its ESG

performance for sustainability. The research demonstrates aspects well is likely also managing its business well. Having
REMAI NS that this, in fact, is not accurate. suitable measures in place to appropriately handle topics
O¢< tv_bm oulb _ -mb;t -utbm . . . .

vil_ -v _;-t]_ -m7 v-=;|<7 u;votul; lomv1
oul]-m "|-mt;<=v mvz|t|; =ou "Tv|-btrainihg,andmmohsuhen $afety, allows a company to operate
published a report in which they analyzed several studies bm - I-mm;u |_-| blruo”™;v or;u-Zomv -m7
on sustainable investment performance and performance %o;ttJ]o";um;7 lolr-m< bv - l1olr-mc< |_-| 1

The Nordics are well-known for being leaders in It is clear that the Nordic investor community has made a 7-1- om ee¢7'*v or;mJ;m7 It|T-t =tTm7bm-m7-tt7ymbm] zI;v -m7 om; |_-| _-v |_; -
sustainable business and responsible business practices. commitment to responsible investment. But the process "sr-u-|;tc -m-1;7 11otm]|v bm |_; &mb|lu;"|s|owrrddul;kmbZz;v =ou Juo%|_: om]J|;u
Images of an engaged society with socially and o= bm|;Ju-Zm] ;m"buoml;m]|-t7 volb-t7 -m7 JoToumitmZ;7P|"-Q bm™;vZm] bm vtv]|-bm-Bbddpendgntr bpbntgeod ;mh@nagement. And sustainable
environmentally conscious consumers and employees, data into investment decision making processes and having -m7 o[;m vtur-vv;77 |_; r;u=oul-ml; O0ftvHm|jvvub@tptvbm;vv | _-| bv tom]J|;ul ~
and thoughts of consumer-facing brands like H&M b| blruo™; r;u=oul-ml1l; _-v ruo”;m |o O0; 7bLldtybZowm-t bm~;v|l;m|v7 Oo|]_ om -m -Ovotf|; -m7 - ubvhlJ
and industrials leaders like Atlas Copco come to mind. -u; vzttt Ju-rrtbm] %b|_ 0% |o |_of]_etfttc -Wrhflwju¥o@-yYpv7 -luovv -vv;| 1t?vv;v -m7 o";u 2l;:
Outspoken corporate leaders who embrace the message " lomvb7;u-Zomv bmjJo |_;bu bm~;v|l;m]|] 7;1bvbomv: $o RISK MANAGEMENT VERSUS
that sustainable business means well performing lo”; =uol 1ollb|l;m| |o bm]|;Ju-Zom7 |-m-];uvblbejut<7 |_; &mb~;uvb|< o= S=ou7 mK/AiJLPJ%thEALﬁpN
business are not hard to find. But does this recognition -7 -11;vv |o u;t;"-m| bm=oul-Zom7 hmo% rid%bvo;7dw;Il;|-Jv|T7« fvbm] o";u ‘ee votul;v [_-|] =0tm
flow over into investment behavior as well? |_-] bm=oul-Zom7 7;|;ulbm; |_; O;v]|] %-¢< |0 bmlldtid;t{Zom O0;]|%;;m 7btb];m| vtv|-bm-0Obtb|< Otvbm;vv
bm=oul-Zom bmj|o |_; bm™;v|l;m| ruol;vv7 J-bmubbhZ|um-m@t¢Jomolbl r;u=oul-m1l;: $ Histoticallynsystaihabiljtyhasbeenviewedaspredominantly
v o= 07;l10;u ‘feeu7 v— bm7;v|l;m]| I-mbiuwtlmT_-| |_; bm=oul-Zom bv -77bz"; |o 88% bfrthe; squrces|they reviewed found that companies - ubvh I-m-];I;m]|] |oot: !bvh I-m-];l;m]|’
“o -vvVv;| 0% m;uv bm |_; ou7blv % ;u; Vvigvimahnyv {m7| _tolltmbl-|; |_; ;@;1z2";m;v%bd= pobiuv| vtv|-bm-0btb|< ru-1z21;v wylemv}dom70;-mi7r |;;Zm] v|-h; _ot7;u 7;I
& ubmilbrt;v =ou !;vromvboOt; m*Qvilbm];JR&zom [@:v|-h;_ot7;uv: or;u-zZzom-t r;u=oul-ml1;7 -m7 vew o= |at theddpud the list;for why companies, and investors,
reviewed found that companies with strong sustainability  devoted resources to sustainability? The goal had been to
ru-1z1;v _-"; - rovbz™; bmYt;ml; omolbmmmy]dZim| ;-7tbm;v -m7 v|-h; _ot7;u
ru=oul-ml1;: —ew 0= |_; v|tT7b;v V_0% ;7 |_-| v;mvbOt;
viv]|-bm-0btb|< ru-1z21;v to% ;u |_; lov| =, Z7rb]-v: |[Tum;7 vbm1l; |_; ;-utc 7-<v 0=
now companies and investors alike are beginning to look at

%o-<v [0 Th@;u;mz-|; |[_;lv;t7;v: $_;¢< -u; -t
GOOD MANAGEMENT BREEDS that a focus on ESG can protect and create value. The
GOOD BUSINESS orrou|ltmblcv;| bm1ltt7;v7 -lom]v| o|_;uv7

-m7 ruo7t1l] bmmo~-Zom8 |utv]|7 toc«-t|
-v| r;u=oul-ml; 70;v mo| ]Jt-u-m|;; =t|rhuwl;uzwohtBv:bmmo™"-Zom o= v;u"bl; o@
=T -ttt -u7 | _bv I-m< ZI;v -m7 <;| %o;l-Imm]71;o|80-ah7 u;votul; I-m-];l;m|] bm or;
u;luovr;1z%;t¢ % _;m |u<bm] |o ru;7b1| =t1|fu; r;u=oul-m1l;:

); |_sm t-<;u om - rt;|]_ou- o= -vvtlrzomVr-fbiy tbh; bl_;tbm7 -u; u;bm™;mzn
=t|tu; or;u-Zomv o= - lolr-m< bm -m -,;d7;tho |[oolm;|bImMuu;m| 7;l-m7v: m bl_ ;t
on its value and possibly its future performance. But to lolr-m«< bv ruo]Ju;vvbm] =uol fvbm] u;vot
truly understand a company and its likelihood of success, ;m buoml;m|-tt<JtTm=ub;m7tc votul;v -\
b| bv ;vvimZz-t |o ;"-tt-]|; b|v |I-m-];I|;mto tappirgl thenwerh’s supply of hundreds of millions

management will dictate how the company reacts torisks o= 7bv1-u7;7 Zu;v: $_bv 7;1lbvbom |o \
-m7 _0% b| v;bE;v orrou|tmbzZ;v: "|uo;dnbor<;i|-ouvttirhg%t« 1u;-|; - u;1l<1t-0t;

that good management breeds good companies. Case t;-v;77 mo| vot77 |o lomvtl,uv7 -m7 u;v
bm robm|7 (othv%-];m: % m;uv_br 1 -ttomf]Zem f£ouroyu|;7bZom-t I-mt=-1|tubm



2% NORDSIP

www.nordsip.com - February 2017

uuuuuuuuuuuuuuuuuuuuuu

>$ ; z7; _-v |tfum;7 vbm1l; |_
o= vtv|-bm-0btb|< -m7 mo %
bm~™;v|ouv -tbh; -u;

%o-<v |0 7Thb@;u;mz-|; | _;lv;t”

1o>1trt7_mob|_ v -onw] 1-7: o
O;]bmmbm ]loermtiOJQ B e

(HEDGENORDIC

www.hedgenordic.com - February 2017

1;vv |Oo wu;t;
u -l-m-];u=v bm”~

“-m| -m7 1

v|Im|Tmb mm]f V<:%0_O Cm7
_ 10|r-r%0v-(| l;@ |uTt( bm|,]U'|,
[-mm;u7 lott;1zm - -

flnd]JnLH‘@fbul VT]._ |

mvb~;, -m7 1 _
1 vH I vAVARE ruo-li‘;? | _of

S VI S A -

bm=oul-Zom =o

Th&E;7

=oul-Zom 1-m O; ]-]_;u;7 OcIl-m-];uv |_
research can be purchased from ESG research providers or

ruoltu;7 =uol bmJ_ofv; " wu;v;-ul_ -Ivﬂo-lfJV"bm VVJ u, t 'ml -Vr
bv lou; 7bL1tt] |o ];m;u-opuiperfonniers is real. The ability to can be obtained from ESG data providers. . . ;
tmbtt; -rruo-1_ bv % _-| |-¢u-u-1¢9u; 1-rb|-t O< 7;lomv]|u-zZm] | bu bm Vll ml V|U'|
| ;3 m;% ];m;u-Zom o= bm av |unigwe investment strategy is 2. $u-bmbm] - uol;vv9 m1l; I-m-];uv _ L | = . -
appealing. And it seems that everyone -rruorub-|; bm=oul-Zom7 |_;< Itv] hmo% _ \‘éo}mrllizll tﬁ) T | -uo l |_’ ' 1
In an interview with the Swedish bv 1t-loubm] =ou " bm|;]u-Zontaa company’s performance, and they must incorporate it
otv; o= bm-ml;=v bu;l|ou7 m7;uv bm|o | _;bu bm~™;v]|l;m] ruol;vv;v: $ ;u; l-<|QultbtbtszZdmy-DEm ro|;mz-t7 -tto%v |-m-
m7;uvom?7 u: m 7 ;uvom Thdstraggleishowtoactuallyintegrate available historical data and associated benchmarks or the theiranalyses and to gain further knowledge on companies,
The move from a focus on the risk | -] om; vblmbC1l-m| 1_ -tt;bnmhjo v ;v|l;m]| 7;1bvbomJl-bbj]v|l;m| ruol;vv I-< u;ttbu; -77bZom-t amdhormdry tieenecdnirhifrbents made to stakeholders.
vb7; |o - lou; ;Sr-mvb"™; r;bow;Hlesf;to convey relevant ESG bm - ru-121-t7 2lolru;_;mvb™;7 t¥tmb|-2"; 7%; 7btb];m1;: ou lov| I-m-]J;uv7?7 " bv of|vb7;
on the opportunity side has brought bm=oul-Zom |o l1omvtl;uv bwidb] e+ I-mm;u: $_; Cuv]| v|o=Hdv;bu -u;-v o= ;Sr;uzv;: $_;u;=ou;7 |wbouttth2 AJthdrs;- biw|obm oulb -m7 -mb;t -
viv|[-bm-0btb|< bmjo |_; | ;S;Lhy-t rortt-Zom 1-rho 17hE€m; % _-| bm|;Ju-Zom I;-nbwm™;v|l;m]| -t<v;v -m7 orrou|tmbZz;v bv =wuljpmabar]- nr|-u|thujauy -| "|olh_otlJO-v;7
dialogue and has made it a part of informed decisions on investments For some managers, simply having that must be overcome. For this reason, some managers !;vbtb]«: tv_bm _-v vblmbCl-m| bm|;
many companies’ core businessesand tbh; |_;bu r;mvbom 1om|uwbGkcusionvlist that dictates which [fum Jo ;SbvZm] " wu;v;-ul_ u-|_;u |_-m;%orgubbml;| buottt]t7bm] -v - (b1l; u;vb7;m|
bm~;vjouv= lou; lomvb7;u-kdmw:|$;0fh-to]« |o |_; 7 bdmpdri¢s should not be investment the data themselves. But this precludes managers from bm ;% +ouh % _;u; v_; %ouh;7 -1uovv bm
ubvh I-m-];I;m|] -m7 u;rtinZzonveying the impact of fees on [-ul;]v vtL1;v: ou o] _ ;uv7 r;u=odlbmy-zZzm] "-tt; Oc r;u=oulbm] tmbtt; -m-tagm:lb-rmt-Jum”;vZm]7 -vv;| I-m-];I;m]|7 -
issues remain important drivers, investment performance, which 7btb];m1; %b|_ " bm7tv|u<IvrddloClth; | _; Zl; |o ]-bm ;Sr;ub;m1; om % _Q-avhpIMy:o=mb;t -v ;Sr;uZv; bm O0Oftvbm;v
| _; orrou|tmb|« Jo 7b@;u;mZ}f;v v_ott7 0; o= Cly;lbtbAdw v-ZvC;v bm|;]u-Zom:areaédlpvant to their analyses and incorporate that thinking change leadership. He has extensive experience working
analyses and investment decisions bm]|;u;v]| |o |_; l1omvtl;u: mandgerd |turn vio ESG research bmjo | _;bu bm™;v|l;m] ruol;vv %btt u;-r | 7bJw;t|tv|%bhmMm;@fyu-Zm] lolr-mb;v om v|u-]|
0« [;] _o7b1l-tt< bmlouOgyrmzmyo™;m 7bL1tt| |o loltdoT-uv?7 ou _-"; bmJ_oftv; v|- or;u-zom-t ;L1b;m1lc«:
sustainability is gaining momentum. |_bv ;L1b;m]|t<7 ;7;m b= |- ndeditaigdniq EHSGv research, as their 3. t<«<J m9 ym;u-zm] -tr_-7 mo| lu;-Zm] - O0tu7;m:
=" Jub;7 7b@;u;m| v|-mT7-uwm|;Jo-Zom: m7 o|_;uv -7fftvhh-];uv _-"; - m; " ;ud;m7bm] tbv| o= rublgubiby<bo 1+m:ybom lourou-|; " u;v;-ul
7bvrt-< -m7 vblrtb=< |_; ;@yvW|TbrZzZoemw bm |_;bu Cm-mlb-t |o7btwroueotbov |Oo J;m;u-|; -tr_-: m|;Ju-domviiwy{bOm-WO;hbtb|< bm |_; Cm-ml; bm"’

SEEKING THE om tom]J|;ul r;u=oul-m1;: ]o -110tm| =ou " l1omvb7;u-Zomv:

ELUSIVE ALPHA -m-];uv %_0 Cm7 - %-< |@u]|uttc o= |_; -007;JI;mZo
integrate and communicate ESG t;";tv o= bm]|;]Ju-Zom7 =o0otu

In their book, “The Incredible vil | _-| b] bv - ruo-1z"; 7comporgnts fat& needed to move

Shrinking Alpha,” Larry Swedroe and Ofvbm;vvJu;t;"-m| -vr;1| =aol Lob|l;m| |o ;S;1tZom:

Andrew Berkin show that in the investment strategy will stand out

u;l;m| r-v|] omt< ‘w o= -ftam thepack.
l-m-J;uv  ];m;u-|;7 Vv|-2vZ1l-tt«<
vblmbCl-m| -tr_- ";uvtv ‘ew 0= -12727;

managers who generated alpha about  NJOVING FROM
20yearsago® $ ;bu u-Zom-t; _ébM'l\l?IYTMENT TO

trend mcludes alpha being converted

lo 0:1-7 |_; v.b[ o= v|o1hE¥RUJI®N
from less informed individuals to
_b]_t< bm=oul;7 bmvz|tzotyvdbusmZ-ttm7 bm~;vZim] u;vromvbOtc«

bmlu;-vbm] -lotm]| o=
money searching for a limited pool of

bim v dustainabte t companies makes
perfect sense. The research shows

tmbtt; bm™;v|l;m| orr8&ao| T thétz investment performance can
managers are faced with the realty O0;m;C| =uol 7o0bm] vo: $_; ruovr;1]
| _-|] 1olr;ZZom _-v vZ@;m;@F -tm-u-zm] -tr_- 0« b7;mzZ=<bm]

-77bz7; -m7 v]|u-b]_
bm|;]Ju-Zom bv

*O0U%-u7 |o ];| |-estallishedthe Nbrdic Compass, a database of ESG data on
"b;% ;7 -V - % -< |0 blrpubliclytrdded Nordie sompanies. It is the most complete

m;70btb|< |o ];m;u-|; -tr_-7 |_;m b|v bm]|;]JouZdhJ=o0o1Fv717-|-0-v; =ou " 7-]- -m7
higber likelihood of success. harmonized annual ESG data on approximately 400 publicly
traded Nordic companies. Resility and the Swedish House
4. @;1z2"; olltmbl-Zom9 olltmb1l-Zm] ¢f Fimhnoe; &@|laborate on the use of Nordic Compass

of the integrated model allows stakeholders to gain an ESG data for the purposes of academic research. This
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CORPORATE GOVERNANCE
—IN FINLAND AND THE
NORDIC REGION

by Pirkko Juntunen — HedgeNordic

www.hedgenordic.com - February 2017

The Nordic region often punches above its weight when it
comes to various global lifestyle and economic rankings.
For its size, it also has a wide range of global companies
from cars, design, furniture, technology and machinery
sectors. So what makes Nordic companies successful?
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the success and that this has translated into the way
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the world to take note of the Nordic way of corporate
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pack furniture.
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investor, is of the opinion that Finland and the other
Nordics could teach the world a few things about good
Jo";um-ml1; -m7 bv tu]lbm]
as pension funds to step up to the task. Talking of her
experience on Nordic boards, including recently on the
0o-u7 o= (-tl;|7 |_;
|;2_moto]«< -m7
pulp, paper and energy industries, Helfer explains some of
the advantages of the Nordic way.

“The style of governance is
Tmvturubvbm]tc 7bu;1|t< -
of the culture and in Finland this

tends to be fairly monosyllabic and

true to the saying of ‘say what you

mm

mean and mean what you say’.

The style of governance is unsurprisingly directly a
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fairly monosyllabic and true to the saying of ‘say what you
mean and mean what you say’ Helfer said subtlety is not
understood and directness is appreciated and respected.
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whereas the Swedes have more of a consensus culture with
longer discussions. “Being Austrian and having worked in
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be heard. Germans are more direct and blunt and employees
appreciate a leader that takes charge. They would be at a
tovv %ob|_ - "% ;7bv_Jlomv;mvtv v;;hbm]
>$_; Cuv| 7bvimlz~;
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lomv; mv T prdlouwnc&d dwiddishipamentality. There is a high private
v | sbédre oxnerghip mratel + aolarge majority of Swedes own
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Exchange, and most of the largest companies have a large
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being the Wallenbergs”, she explained.
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take large stakes in companies thereby making them
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Another feature is that shareholders determine the board
lolrovbZom 7bu;1l|t< | _uot]_ molbm-zo
lo7;t bv |_-| Oc
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the board of directors is composed of the four largest
shareholders in the register and the chairman of the board.
>$ ; 0Ob]]l;v] 7Tb@;u;mz-|ou?7 1lolr-u;7
world is the clearer feeling of accountability of the board
members. The members understand they need to report
t(t,ltheYShaie%OHelrﬁ’ rather than to the chairman and the
othér meémbers,” Helfer said.
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Issues in the US, where ownership has become so
dispersed that no one actually feels responsible for the
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vote with their feet —i.e. sell their stake. This has led to the
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the investment outcomes they're looking to achieve.

“One of the key challenges we continue to > | Mfvv;tt?7 oul;v v-<«v7 >|_bv ;@ ou|

. ) , r;ul;-|;v uot ot ; oul]-mbv-Zom ]Jto!
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with those associates who engage directly with our clients
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. : embed our understanding of how these factors impact the
part of the total valuation of an investment . . )
value we deliver to clients.

that applies universally.”
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Forbes comments, “is how to translate ‘values’ — some

investor’s unique moral or ethical beliefs — across to ‘value’
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investment that applies universally. In terms of ‘value’,

we endeavour for this to permeate our global investment

process for all clients, but that may not always line up with
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present us with an opportunity to customise something for

| ;bu m;;7v:?2 $ -mhv Jo |_; ;Sr;uzv; |_-|] 'tvv;tt -1ttbu;v
=uol vt1l_ 1_-tt;m];v7 m;% bm|;u;vZm] ruo7t1l|v 1-m O;
7;°;tor;7 |_-] 1-m O;m;C | o|_;u ltb;m|v -v %o;tt:
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approach to reduce carbon footprint, as well as reduce

exposure to fossil fuel reserves with limited tracking error.

Then a European investor challenged Forbes’s team to
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were more advanced. The original client liked those

enhancements and wanted to see them incorporated in

| :bu rousotbo -v voom -v rovvbOt; -m731rbie'f9fpeﬁf1_; v
demand we're seeing throughout Northern Europe, we are uillou "mvz
mo% rt® m] |_bv -rruo-1_ bm|o =tm7 =oul-|:? BMO 2 Global Asset Management

58 « - e - .« €. f.

uom
tZom-t th;m| "ottfZomv -| !tv




2% NORDSIP

I
ssssssssssssssssssssssss

The Nordics have
a global reputation for
excellent performance
in SRI-related rankings,

such as the Human
Development Index and

the Environmental

Performance Index
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Sweden and Norway have
long been SRI pioneers, with
Denmark bringing up the rear
in more recent years, and
Finland having begun SRI
implementation in  earnest
much more recently.

(HEDGENORDIC

by Glenn Leaper, PhD — HedgeNordic

The Nordics

An Elysium of Socially Responsible Investment

With their world-renowned commitment to
sustainable investment, the Nordic countries
have been at the vanguard of the revolution
in Socially Responsible Investment (SRI)
implementation for many years, still routinely
appearing atop global sustainability rankings.

his is not accidental. A strong

I argument can be made
that the relative cultural,
historical and  socioeconomic
homogeneity of the rump Nordic
countries of Norway, Sweden,
Denmark and Finland, in tandem
with  the strong, entrenched
social welfare models in each
country allowing for considerable
bargaining power, power-sharing

and participatory  approaches,
have created the favourable
conditions for mutually reinforcing

approaches to Corporate
Social Responsibility (CSR) and,
consequently, SRI. The scope of
CSR has expanded across the
investment universe dramatically
over the years, now covering
aspects of business operations as
diverse as corruption in supply
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chains, local environmental e orts

and the broadly ethical composition

of portfolios. This has helped to
strengthen the introduction of

relatively harmonized regulatory

frameworks and standards aimed
at promoting and integrating

Economic, Social and corporate
Governance (ESG) across the
Nordic region, of which SRI is
an increasingly clear and vocal
expression.

In many ways, the socio-historical

background of the Nordics speaks
for itself. Ane Jensen, Knowledge
Network Manager within the

Academic Network of the Principles
of Responsible Investment (PRI),
relates in her introduction of

sustainable investment in the
Nordic region (2015) how the very
rst ethical investment fund in

the world open to the public was

Sweden’s AktieAnsvar Aktiefond,
which was established in 1965
by the religiously motivated

“temperance movement.” The
religious foundations of that fund

provided natural screening targets
for investment exclusion, such
as alcohol, tobacco and rearms
providers, which remain a staple of
SRI screening today. The Church of
Sweden was an important catalyst
in the expansion of the market
for SRI up until the 1980s, with
the subsequent establishment of
several other funds employing
strategies based uniquely on
humanitarian or ethical values.
SRl became an additional area
of concern and interest to both

public and private investors
throughout the 1980s and 1990s
with the increasing awareness
of environmental issues then
sweeping the region. Investors

also began to change their
ethical outlook and investment
prerogatives on the issue. Almost
all key players in the Scandinavian
market for SRI are now larger
institutional investors, with
religious organizations playing a
smaller, if still historical, role in
raising awareness.

The Nordicshave aglobalreputation
for excellent performance in SRI-
related rankings, such as the
Human Development Index and the
Environmental Performance Index,
with their business communities
and government policies often
held up as an example to other
countries. In addition, Sweden,
Denmark, Norway and Finland all
routinely feature in RobecoSAM'’s
annual  Country  Sustainability
Ranking of 59 countries, which is
based on 17 environmental, social
and governance indicators. Norway
topped the most recent 2016
iteration of the survey, providing,
as the report suggests, the ‘new

www.nordsip.com - February 2017

standard in sustainability,” with
Sweden and Finland in 2nd and 3rd
place respectively and Denmark in
10th place. Finland, a latecomer to
SRI by comparison with its Nordic
peers, has also been rapidly making
up the dierence. The Nordics
also often feature heavily in the
Dow Jones Sustainability Index,
alongside other leading global
sustainability indices.

There are clear di erences between
the Nordic countries however,
as exemplied in the number of
signatories to UNPRI and the AuM
of Responsible Investments. As per
PRI and Eurosif sources, Sweden

www.hedgenordic.com - February 2017

leads with the amount of PRI signatories, followed by
Denmark and then Norway. By contrast, Norway leads
with RI (Responsible Investing) in AUM by far , followed
by Denmark and then Sweden. The di erences here can
partly be accounted for by the Norwegian Government
Pension Fund. The world’'s largest sovereign wealth
fund managing revenue from Norway’s considerable
oil ventures, which are deeply invested in Rl. And as
indicated by an earlier study by B. Scholtens and R.
Sievanen, researchers at the University of Groningen
and Helsinki respectively, dierences between the
Nordic countries aect the size and composition of
Socially Responsible Investing (SRI) in each country
respectively. Their study, “Drivers of Socially Responsible
Investing: A Case Study of Four Nordic Countries,”
(2012) nds that particularly the factors of economic
openness, the size of the pension industry, cultural
values of gender equality and uncertainty avoidance
can be associated with dierences in SRI across the
four countries. The study also found that SRI tends to
be directly linked to certain actors and characteristics
speci c to each society, as opposed to being a general
feature of the Nordic economies. By contrast, the more
open the economy, the more there exists a broad basis
for SRI implementation, if not a direct cause for it.

In addition, Scholtens & Sievanen nd factors like the
size of the pension industry in each country to be of
importance. The larger the pension industry is, as in
Norway, the more incentive there being for longer-
run value- or norm-based investing across society.
Moreover, the more gender equality is experienced in
each society, as is the case in Norway and Sweden, the
greater the preference for Rl appears to be. Employing
a general framework relating economic, nancial,
cultural and institutional characteristics to SRI using
data from Eurosif for SRI and various sources for data
from each country, on a preliminary basis Scholtens
& Sievanen also found the following: Despite striking
similarities in economic, social and CSR performance,
the four countries dier signi cantly in the size and
composition of SRI.

In terms of size, composition, investment categories
and investment strategies, Sweden and Norway have
long been SRI pioneers, with Denmark bringing up the
rear in more recent years, and Finland having begun
SRI implementation in earnest much more recently.

(HEDGENORDIC

Below, we summarize some of the main institutional
drivers of SRI in each country and, where applicable,
look at some of the bottom-up e orts from funds and
hedge funds to integrate SRI.

NORWAY

The SRI market is the largest in Norway, according to
Eurosif gures, where much SRI is based on norm- and
value-based investment. The Norwegian Government

Pension Fund contributes greatly to Norway’s
reputation for ethical investment strategy, as the world’s

largest sovereign wealth fund with an average holding

of 1% in equities worldwide. Initially created in 1990
as the Petroleum Fund, it invests Norway's excess oil
revenues in international stocks and bonds on behalf
of the country’s future pensioners. It rst established

ethical guidelines and appointed an advisory council

on ethics in 2004. The fund has several ways in which

it carries out its ethical investment strategy.

Norges Bank Investment Management (NBIM), the
managers of the fund, practices active ownership
through voting, ling shareholder proposals, investor
expectations documents, and engaging directly with
management. NBIM has six strategic focus areas within
active ownership: equal treatment of shareholders,
shareholder in uence and board accountability, well-
functioning, legitimate and e cient markets, climate
change, water management and children’s rights.
Norway’s nance ministry has the role of screening
out companies that produce weapons and excluding
those that may pose a risk of human rights violations,

>"% ;7;m %-v | _; Cuv| 1o

demand sustainability reports from
blv v|-|;J0% m;7 ;m|;urub

must comply with guidelines from the
toO-t !l;rouzm] mbz-27;:

such as child labour, violation of individuals’ rights in
war or con icts, severe environmental damages, gross
corruption, other serious violations of fundamental
ethical norms, and tobacco companies.
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Of greater note is that Norwegian fund management
industry SRI e orts since the mid-1990s predated the
Government Pension Fund’s ethical guidelines by
nearly a decade. For example, Norwegian life insurance
company Storebrand was the rst fund manager in
Europe to establish an environmental value fund in
1995, and later developed its own product, Storebrand
Principle Funds, in 1997. By 2005, Storebrand had
adopted environmental, social and governance (ESG)
standards into all its funds. Its strategy is threefold:
negative screening, Best in Class/positive screening,
and engagement. There is a negative screen for
tobacco companies, weapons producers and
those that are Worst in Class (i.e. the 10% worst
performers within ESG in high-risk industries, ﬂ
such as mining and textile). Its other means of
practicing responsible investing is through active
ownership in companies with breaches of human

Equally worthy of mention is Kommunal
Landspensjonskasse (KLP), which was the rst
Norwegian life insurance company to establish
a comprehensive  ethical investment policy
encompassing its entire nancial investment universe
in 2002. KLP uses three tools to in uence companies:
active ownership and engagement, exclusion, and
sustainable investments. It primarily relies on the Global
Ethical Standard Investment Services (GES) analysis for
its engagement and exclusions, as well as decisions
of the Ethical Council for the Norwegian Government
Pension Fund.

It practices engagement and exclusions within
the following areas: human rights, labour rights,
environmental degradation, corruption, weapons
production, and tobacco production. KLP competitor
DnB, Norway’s leading nancial services institution,
promotes sustainable development through business
operations emphasizing environmental, ethical and
social consequences. In 2008, the company adopted
the Equator Principles, a voluntary set of guidelines for
managing environmental and social issues in project
nance. The guidelines are based on the UN Global
Compact and the OECD guidelines for multinational
companies, focusing on environmental considerations,
human and labour rights, and corporate governance.
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rights violations, child labour, environmental and water
damage, and corruption.

In addition, companies involved in the production of
weapons of mass destruction, cluster bombs or anti-
personnel mines are excluded, as well as companies
producing tobacco and pornography.

SWEDEN

The Swedish government has as
a prime objective to increase
sustainability e orts across all
Swedish companies. Sweden
was the rst country
to demand
sustainability
reports from its
state-owned
enterprises, which
must  comply  with
guidelines from the
Global Reporting
Initiative (GRI). It
took a further
step in
2012
by

/

demanding
companies set
sustainability goals and to report on them, but with the
targets set by company boards focusing on diversity,
environmentalissues, humanrights, working conditions,
anti-corruption measures, business ethics and gender

‘( ’ counterparts.
legislation in July 2012 categorising

®J

equality, with targets speci cally measurable according
to a company’s operations. The government also
expects all Swedish companies to respect human rights
in all their operations, encouraging the private sector to
follow OECD guidelines for multinational companies to
apply the 10 principles of the UN Global Compact
and follow the UN Guiding Principles on Business
and Human Rights. The end objective is to have
sustainable business practice driven and owned
by the private sector, with each deciding if and
how it will work to implement CSR. The government
even has a unit within the Ministry for Foreign
A airs focusing on issues related to sustainable
trade and business, and has also appointed a

since 2015).

Consequently, Sweden remains one of
the world’s least corrupt countries,
also ranking in top placements in

nding that Swedish companies
perform better than international
Sweden  introduced
bribes of all types as serious crimes as
a result of the country’s adoption of anti-
corruption conventions in collaboration with the EU,
the European Council, the UN and OECD. In addition,
the Swedish Standards Institute shows that Sweden has
one of the highest per-capita levels of environmentally

certi ed companies in the world.

SEB, which is one of the largest institutional investors
in the Nordic region with SEK 1,700b in AUM for private,
corporate and institutional clients, invests only in
businesses that actively manage the ESG aspects of
business, believing these will be more successful over
time. SEB proactively supports its portfolio managers who
integrate ESG factors in their investment decisions. In
2015, SEB strengthened the role of sustainability aspects
in management of all major asset classes. SEB launched
2 sustainability funds in 2015 in addition to its external
funds and active ownership and micro nance funds.

special CSR ambassador (Ms Diana Madunic,

Transparency International’s
Corruption  Perceptions  Index
over consecutive years. Internally,
Transparency International Sweden
assesses the 20 largest companies,

DENMARK

Denmark’s SRI relies largely on Fixed Income-based
SRI and focusing on integration and simple screening
strategies. Denmark also has a high proportion of
UNPRI signatories for the country’s size, there being
a statutory requirement from the Danish government
dating from 2008 that large companies must take a
position on CSR in their annual reports. This includes
reporting on SRI policies, how companies translate
SRI into action, and evaluations of yearly progress
on SRI initiatives. The same reporting requirement
has been introduced for institutional investors and
investment funds, and is particularly relevant for
nancial companies. In addition, the Danish Council
on CSR was established in 2009, comprising members
across all sectors of society, and providing guidelines
for SRI considerations in investment decisions per the
preambles of the UNPRI.
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on CSR in their annual reports. ”

Denmark’s UNPRI signatories are mostly gathered in
Dansif, an impartial forum for players with a substantive
interest in SRI. The most recent Dansif Responsible
Investment Study (December 2015) reports that (among
other factors):

T 44 of the 50 largest institutional investors in Denmark
have an RI policy, representing 98% of combined
AUM;

T 66% of investors, representing 93% of AUM, have a
speci c engagement policy, up 10% from the previous
survey in 2014;

T 52% of respondents conrm the responsible
investment policy covers all AUM (up 11% since 2014),

with 41% saying it covers the majority of AUM,;
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T Use of proxy voting continues to grow, with 68%
of respondents casting votes on some or all listed
equities, and 88% using negative screening;

T 60% con rmthat a process for responsible investment
in government bonds is in place, up 12% from 2014.

Among Danish hedge funds, such developments are
already very much in evidence. To take but three:
Nykredit Asset Management’s Fixed Income Nykredit
KOBRA Hedge Fund is subject to its sustainable
investment policy that covers not only associations but
also investment in its own funds. Nykredit's sustainable
investment policy is built upon two pillars: biannual
screenings against UNPRI and Global Compact
principles, and the use of sustainability criteria
e.g. environmental, social relations and corporate
governance issues in the investment process, with
increasing consideration of non- nancial data such as
CSR reporting in the evaluation of a company’s future
results.

The PFA Investment Fund follows similarly stringent
policies for RI, as Denmark’s largest pension fund.
PFA claims its experience has already been obtaining
optimal results by investing in responsible companies
that meet UNPRI and Global Compact standards, partly
a result of its Responsible Investment Board consisting
of investment and CSR executives overseeing
implementation of SRI policy and through being an
active owner. Finally, Danske Invest recently announced
the creation of a special Sustainable Investment fund,
the Danske Invest European Corporate Sustainable
Bonds fund. Corporate bonds are selected based on two
criteria: a nancial assessment of the company, and an
evaluation of the company’s sustainability e orts.

FINLAND

The government of Finland and its Ministry of
Employment is committed to promoting CSR through
a specially drafted CSR action plan and CSR guides for
di erent sectors of the economy. Finland is committed
to the implementation of the OECD Guidelines for
Multinational Enterprises, the ILO Declaration on
Fundamental Principles and Rights at Work, and
the tripartite declaration of principles concerning
multinational enterprises and social policy by the

ILO. Finland has also joined the Extractive Industries
Transparency Initiative (EITI), which supports improved
governance in resource-rich countries through the
veri cation and full publication of company payments
and government revenues from oil, gas, and mining.
Labour and environmental laws and regulations are
not waived to attract or retain investments.

In Finland, the Securities Market Association established
by the Central Chamber of Commerce, the Confederation

of Finnish Industries (EK), and NASDAQ OMX Helsinki
have developed a Finnish Corporate Governance Code
for companies listed on the Helsinki Stock Exchange.
In addition, with around 270 members, the Corporate
Responsibility Network (FiBS), established in 2000, is the
leading corporate responsibility network in Finland.

While Finland is catching up to its Nordic counterpartsin
terms of overall CSR implementation and scoring higher
than previously in sustainability rankings on a national
basis, we know relatively little about the approach of

its hedge funds to ESG /SRI issues. Nevertheless, as

the Helsinki Capital Partners demonstrate, it can also
be a matter of a bottom-up approach: HCP considers
itself an example of a small but growing company
built on the idea of social responsibility, as opposed to
one grudgingly adapting to emerging CSR standards.
The nancial industry in the country has been under
much justi ed criticism since the nancial crisis, and
companies often consider CSR issues only once they
reach a certain size. Typically, they are compelled to do
so by legal requirements and external pressures.

It appears certain that the Nordic countries are set
to remain trailblazers in the eld of SRI and a clear
example to other countries, not least through the
precedent provided by the patient, historical provision
of institutional and structural norms and the ongoing
attunement to environmental and technological
change and possibility. The lesson to be taken from the
Nordics is, then, that the more robust and responsible
the social structure is, the more freedom there is to
re-conceptualize problems with solutions that bene t
society at large, which in the Nordics is demonstrated
by the increasingly successful marriage between
environmental preservation, maximized returns on
responsible investment, resulting in a healthier, happier
and more industrious environment for all.

N
w
X
=]
w
2
X
<
X
2

IWD /v(}Eu
*Ce3 u Vv

/WD ]+ & Ppo §
fuulee]}v

E Z VP

Conviction Is
paramount

&l]vv]ouElISse &

eZ |l v

% E]} » E <u]E -
§} A]§Z+3 v
JVA EP

&Jv

ut@E

JVA «8u v8 % E}
u E} *SE § PCU us

%o EE } v
C *SE}VP Alv « v
E% ES IV}Ao

§ Yu -«

| §} §Z ]& (pv

JV(}EuU YIv IusS JUE %% E} Z

0} (JE 18+ "u ES

e« v /&D G 8Z MNA 1¢Z &IVCV-RRIVAVUAY GAIVNE @ PSTZIE P ]3 E

(JE 1Pv JvA «3u v8 A]WKH dVA]3ZIYZ v }uu} 18C &USUE -

$) % E]} - }( Z ]PES v
*S}EuUX d} e
P X /WD[* ]JvAP&3uU V3 u}
u El 3 Ao Yo]3CU u Jvs Jv]vP }BA] Y}v 8} % E}.8 AZ v u EI
uvs oeX KvoC E} pu*3X Z] o « 3ZE]A

s ]%ou X

A}o Yo]3CU o]l
ee(pooC v A]P §

v}
HE]JVP -
o Z A v

v Z EZ

}E }vsS S pe S Jv(}>]%

W} E 7}o0]} viasouhded 51998 with the purpose of delivering robust investmeriegtes with
¢ 8} JveVsuYiv e WA EJECXE}}ROYT/ WO E 13

s UHOYr oo 5 @RS )
SP kulgQGleSE BVRGBU VEZ %@ dv] V%0 X
HE]Y « v

A18Z §Z hXAX ~

dE

JvP }uu]PNFORMED PORTFOLIO MANAGEMENT



o

GENERAL TERMS AND CONDITIONS

These are the terms and conditions which govern the use of ,HedgeNordic Industry
Report*, an online magazine edited and distributed by electronical means and owned,
operated and provided by Nordic Business Media AB (the “Editor”), @porate Number:
556838-6170, BOX 7285, SE-103 89 Stockholm, Sweden.

DISCLAIMERS AND LIMITATIONS OF LIABILITY

1.

The Content may include inaccuracies or typographical errors. Despite taking care
with regard to procurement and provision, the Editor shall not accept any liability for
the correctness, completeness, or accuracy of the fund-related and economic
information, share prices, indices, prices, messages, general market data, and other content
of ,HedgeNordic Industry Report” (“Content”). The Contehis provided “as is” and
the Editor does not accept any warranty for the Content.

The Content provided in ,HedgeNordic Industry Report* may in some cases contain

elements of advertising. The editor may have received some compensation for the
articles. The Editor is not in any way liable for any inaccuracies or errors. The Content
can in no way be seen as any investment advice or any other kind of recommendation.

Any and all information provided in ,HedgeNordic Industry Report* is aimed for
professional, sophisticated industry participants only and does not represent advice on
investment or any other form of recommendation.

The Content that is provided and displayed is intended exclusively to inform any
reader and does not represent advice on investment or any other form of recom-
mendation.

The Editor is not liable for any damage, losses, or consequential damage that may
arise from the use of the Content. This includes any loss in earnings (regardless of
whether direct or indirect), reductions in goodwill or damage to corporate.

Whenever this Content contains advertisements including trademarks and logos, solely
the mandator of such advertisements and not the Editor will be liable for this adver-
tisements. The Editor refuses any kind of legal responsibility for such kind of Content.

YOUR USE OF CONTENT AND TRADE MARKS

1.

All rights in and to the Content belong to the Editor and are protected by copyright,
trademarks, and/or other intellectual property rights. The Editor may license third parties
to use the Content at our sole discretion.

The reader may use the Content solely for his own personal use and bene t and
not for resale or other transfer or disposition to any other person or entity. Any sale of
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Contents is expressly forbidden, unless with the prior, explicit consent of the Editor
in writing.

Any duplication, transmission, distribution, data transfer, reproduction and

publication is only permitted by

i.  expressly mentioning Nordic Business Media AB as the sole copyright-holder
of the Content and by

ii. referring to the Website www.hedgenordic.com as the source of the
information.

provided that such duplication, transmission, distribution, data transfer, reproduc-

tion or publication does not modify or alter the relevant Content.

Subject to the limitations in Clause 2 and 3 above, the reader may retrieve and display
Content on a computer screen, print individual pages on pager and store such pages
in electronic form on disc.

If it is brought to the Editor’s attention that the reader has sold, published, distrib-
uted, re-transmitted or otherwise provided access to Content to anyone against
this general terms and conditions without the Editor's express prior written permission,
the Editor will invoice the reader for copyright abuse damages per article/data
unless the reader can show that he has not infringed any copyright, which will be
payable immediately on receipt of the invoice. Such payment shall be without
prejudice to any other rights and remedies which the Editor may have under these
Terms or applicable laws.

MISCELLANEOUS

1.

These conditions do not impair the statutory rights granted to the readers of the
Content at all times as a consumer in the respective country of the reader and that
cannot be altered or modi ed on a contractual basis.

All legal relations of the parties shall be subject to Swedish law, under the exclusion
of the UN Convention of Contracts for the international sale of goods and the rules of
con icts of laws of international private law. Stockholm is hereby agreed as the

place of performance and the exclusive court of jurisdiction, insofar as there is no
compulsory court of jurisdiction.

Insofar as any individual provisions of these General Terms and Conditions contradict
mandatory, statutory regulations or are invalid, the remaining provisions shall remain
valid. Such provisions shall be replaced by valid and enforceable provisions that
achieve the intended purpose as closely as possible. This shall also apply in the event
of any loopholes.
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