
Esg Policy 

The sustainability performance of companies can impact their ability to create long term value 

for investors and stakeholders, and we consider ESG integration an important instrument to 

improve the risk return profile of the investments we make. Environmental, social and 

governance (ESG) considerations are always integral part of investment decision-making 

process. In this document we want to formalize how we put ESG factors at the heart of the 

investment process. 

Leadersel Innotech ESG integrates sustainability factors into the investment process by 

analyzing the impact of financially material ESG factors to a company’s competitive position 

and value drivers. We believe that this enhances our ability to understand existing and 

potential (long-term) risks and opportunities of a company. The impact of material ESG factors 

can be positive or negative, reflecting risks or opportunities, that ensue from a company’s ESG 

analysis. ESG integration leads to better-informed investment decisions and better risk-

adjusted returns throughout an economic cycle. If ESG risks and opportunities are significant, 

the ESG analysis could impact a stock’s fair value and the portfolio allocation decision. 

As part of our proprietary investment valuation model, we systematically integrate material 

and relevant ESG risks and opportunities across our entire investment process. 

 

Key Esg Themes 

Leadersel Innotech ESG invests in companies across different geographies and sectors; 

therefore, the governance, social and environmental issues each company faces will differ. 

However, key themes include, but are not limited to: 

Environment 

• Climate change 

• Pollution/emissions 

• Water scarcity 

• Carbon footprint 

• Resource consumption 

• Waste management 

Social 

• Employee training and satisfaction 

• Sustainable, traceable and ethical supply chain 

• Health and safety 

• Cybersecurity 

• Demographics 



• Affordability and access 

• Stakeholder relationships 

Governance 

• Board structure and effectiveness 

• Remuneration 

• Regulation 

• Bribery and corruption  

• Tax 

 

Access to ESG data 

The analysis of ESG data is a core component of our approach. Access to ESG data 

strengthens our understanding of an investment ESG profile, potential future performance, 

risks and opportunities.   

A number of external ESG data vendors have entered the market providing a variety of 

products using differing research designs and methodologies that support the ESG research 

process. After having conducted a broad analysis, we have partnered with reputable ESG data 

vendors, which will ensure we have a large coverage and access to the very latest ESG 

information on hand. Information on our ESG data vendor can be shared upon request. 

It is widely recognized, nonetheless, that ESG data is messy, and as corporate reporting is 

unstandardized, there are risks to relying upon it exclusively. To this end, we view ESG data as 

a ‘red flag’ alerting us to a risk or an anomaly which complement our wider fundamental 

analysis.  

Additionally, to mitigate reliance on ESG dataset and improve our access to quality ESG data 

we combine external ESG data from several vendors and with our research and data sources. 

We believe the combination of external and internal ESG data complements one another and 

enhances our ESG analysis. 

 

Idea Generation 

• Exclusionary screening: we believe certain companies, sectors and activities will 

always conflict with our values and are fundamentally financially and ESG 

unsustainable. 

To this end, we apply a screen to exclude from our entire universe companies in 

sectors or conducting business with  governments or countries that are proven to 

have a detrimental impact on society or the environment. No thresholds are 

applied. 

 



Sectors: 

o Manufacturers of controversial weapons such as land mines and cluster 

bombs, as well as manufacturers of nuclear, biological and chemical 

weapons 

o Tobacco 

o Adult entertainment and pornography 

o Coal mining and mainly coal-based electricity generation 

o Uranium mining and nuclear energy producers 

o Fracking 

o Tar Sands 

 

Countries:  

we exclude companies involved in business with governments of countries where 

serious violations of human rights or a collapse of the governance structure take 

place as unsustainable. 

To identify these countries, we use data from:  

o World Bank: World Governance Index (WGI) on Political Stability and 

Absence of Violence/Terrorism. 

o Freedom House: Freedom in the World (FIW) index on Political rights and 

civil liberties. 

o Fund for Peace: Fragile States Index (FSI). 

o International sanctions. 

The excluded countries are: Afghanistan, Burundi, Central African Republic, Congo, 

Democratic Republic, Iran, Iraq, Libya, Mali, Myanmar, North Korea, Somalia, South 

Sudan, Sudan, Syria, Yemen, Zimbabwe 

 

Companies:  

we will exclude companies in breach of the 10 Principles of the UN Global Compact 

 

Human rights 

Businesses should 

1. support and respect the protection of internationally proclaimed 

human rights and 

2. ensure that they are not complicit in human-rights abuses. 

Labor standards 

Businesses should uphold 

3. the freedom of association and the effective recognition of the right 

to collective bargaining; 

4. the elimination of all forms of forced and compulsory labor; 

5. the effective abolition of child labor; and 



6. the elimination of discrimination in respect of employment and 

occupation. 

The environment 

Businesses should 

7. support a precautionary approach to environmental challenges; 

8. undertake initiatives to promote greater environmental 

responsibility; and 

9. encourage the development and diffusion of environmentally 

friendly technologies. 

Anti-corruption 

Businesses should 

10. work against corruption in all its forms, including extortion and 

bribery. 

 

 Excluded companies will be reviewed by the Management Team on a regular basis to 

check if relevant  changes have been made to the company’s activities or behaviors. A 

review of such changes may lead  to the exclusion being lifted or companies been added. 

 

• Positive screening: we will consider companies for our long list that are: 

o Best in class: companies outperforming peers in ESG measures;  

o ESG momentum: companies improving ESG measures more quickly than 

peers;  

 

• Worst in class screening: certain companies may meet the eligibility for inclusion 

in our investment thesis, however, their ESG profile may be under performing in 

relation to expectations. In these instances, should we believe the wider 

fundamentals are attractive and the ESG profile can be improved, we may consider 

the company for inclusion in our long list. Alternatively, should we believe the wider 

fundamentals are unattractive and the ESG profile cannot be improved, we may 

consider the company for inclusion in our short list. 

 

Portfolio Allocation 

Once exclusionary, positive and negative screenings are executed the results are integrated 

with fundamental financial and market risks analysis. Companies selected are allocated to 

either the long or short portfolio. 

Portfolio Management 

Our analysis of the ESG profile of an investment does not end once we allocate capital. Our 

process is perpetual, and this is key to ensure we identify factors before they expand into 

events that may threaten the value of an investment, as well as enable us to capitalize on new 



investment opportunities. In addition to this: we build strong relationships with companies in 

which we are invested and engage with them on their ESG risks and opportunities; we will 

also use our voting powers to positively impact both the performance and behavior of 

companies in the best interest of its stakeholders and will address ESG related concerns 

where possible. The investment teams may engage in direct communication with company 

management, an invaluable practice for gaining a better understanding of how management 

perceives and addresses ESG policies. Open dialogue allows the company to answer specific 

questions and provides a forum where the investment team may offer feedback on areas of 

concern, particularly issues where we may disagree with the company’s approach. We use 

engagement interactions to better inform our investment decisions, to promote value-enhancing 

policies within companies, or to avoid investments that pose an unacceptable level of risk. 

Engagement may occur at any stage of our investment process when we have identified an issue or 

practice that causes concern or requires more information to understand the company’s strategy. 

Company engagement begins at the point of initial outreach in the form of a letter, call, or direct 

meeting through the resulting interaction and ongoing dialogue that follows. The path and length of 

engagement differs based on the situation, in terms of the issue, severity of the issue, company 

response, duration, and how the information is assimilated and factored into our overall 

investment decision. We may come away with a more positive view of the company and its 

investment outlook or with increased concerns that lead us to closely monitor or sell the position. 

 

Monitoring and reporting 

The integration of ESG is systematically embedded into our investment process, and, as part 

of our due diligence and research process, investment professionals are required to report 

their ESG analysis in a investment memorandum for each investment. Investment 

professionals have access to a combination of external and internal ESG data in order to 

complete their investment ESG analysis. All engagement activities are monitored and 

documented internally. In addition, each investment is discussed and reviewed during the 

Investment Committee providing an opportunity to discuss, inter alia, ESG aspects, and 

ensure insights are strategically identified. 

Risk controllers periodically monitor the ESG policy compliance of the portfolio. They will rely 

on the ESG scoring gathered from different specialized providers. 

 

Policy Review 

The policy will be reviewed periodically by the Management Team, the Risk Management and 

the Compliance Office in order to ensure that it is in line with best practices and evolving 

regulation. 



 

Transparency 

The policy will be available on the web site. 


