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European ex-UK Income Fund 

Summary 

This disclosure is made by Polar Capital LLP (the “Investment Manager”) on behalf of the European ex-UK 
Income Fund (the “Fund”) - a sub-fund of Polar Capital Funds Plc - pursuant to Article 10 of the Sustainable 

Finance Disclosure Regulation (EU) 2019/2088 (“SFDR”).  

This financial product promotes environmental or social characteristics but does not have as its objective a 

sustainable investment. 

The Fund promotes environmental and social characteristics under Article 8 SFDR by the application of its 

investment strategy through which the Fund seeks to take positions in companies with positive or credibly 

improving aggregate scores against four categories:  

(i) Governance and Culture;  

(ii) ESG Strategy and Technology;  

(iii) Stakeholder Due Diligence; and  

(iv) Environmental Risk Analysis.  

The Investment Manager applies a four-stage investment approach to achieve the Fund’s ESG 

characteristics:  

(i) Idea identification stage, in line with the Investment Policies of the Fund;  

(ii) Due diligence analysis of companies using the European ex UK Income Fund Framework;  

(iii) Exclusion of companies in accordance with the European ex UK Income Fund Framework;  

(iv) Engagement with companies on material ESG issues.  

The minimum proportion of the investments of the Fund used to meet the environmental or social 

characteristics promoted is 80%. Up to 20% of the Fund’s investments can be held in cash, ancillary 

liquidity instruments and/or derivative instruments in line with the Fund’s Investment Policy. There are no 

minimum environmental or social safeguards applicable to these investments.   

The Investment Manager will monitor a company’s performance against the European ex UK Income Fund 

Framework on an ongoing basis and will seek to update the company’s scores where new and relevant 

information becomes available. 

The promoted environmental or social characteristics of the Fund are subject to independent oversight by 

the Sustainability department of the Investment Manager and are monitored on a quarterly basis. 

The Investment Manager measures the attainment of the Fund’s environmental or social characteristics 

through scoring a company against the four categories of the European ex UK Income Fund Framework 

using consistent criteria to ensure comparability. Companies are given a score of between 0-5 for each 
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category (one score is assigned to companies for the ESG Strategy and Technology and Stakeholder Due 

Diligence categories) and all category scores are combined to give an overall company score. Scores are 

assessed for each company relative to sector peers.   

Information and data come from a variety of sources including, but not be limited to, information and data 

published by the companies themselves and third-party data and research providers. However, the 

Investment Manager may encounter difficulties in assessing companies’ alignment with the Fund’s 

characteristics and their performance from an ESG perspective due to challenges in the availability, quality, 

comparability and timeliness of both financial and sustainability data. Where a company scores poorly on 

one or more of the European ex UK Income Fund Framework categories, the Investment Manager may 

choose to engage further with the company. Engagement may include written communications (such as 

letters, emails) to company management, meetings with the company and through shareholder votes. 

Where an investee company fails to address the concerns of the Investment Manager, the company’s 

weighting within the portfolio may be reduced, or excluded altogether. 

The Fund has not designated a specific index as a reference benchmark for determining its alignment with 

the promoted environmental and/or social characteristics. 

Please note that where there is a conflict between this translated summary and the English version of the 

summary, the English version of the summary shall prevail.  

No sustainable investment objective 

This financial product promotes environmental or social characteristics but does not have as its objective a 

sustainable investment.  

Environmental or social characteristics of the financial product   

The Fund promotes environmental and social characteristics through the application of its investment 

strategy. Using the Investment Manager’s proprietary ESG analysis tool, the Fund seeks to take positions in 

companies with positive or credibly improving aggregate scores against four categories:  

(i) Governance and Culture - This category concerns a company’s policies relating to its 

corporate culture and behaviour, including policies in relation to employee welfare.  

(ii) ESG Strategy and Technology - This category concerns the positive environmental and social 

impacts of a company’s products and services.  

(iii) Stakeholder Due Diligence - This category concerns a company’s practices and policies in 

relation to all its stakeholders.  

(iv) Environmental Risk Analysis - This category concerns a company’s interaction with, and 

material impacts on, the environment. 

No reference benchmark has been designated for the purpose of attaining the environmental or social 

characteristics promoted by the Fund. 
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Investment strategy  

The Investment Manager applies the following binding elements within the investment process to attain 

the Fund’s ESG characteristics:  

1. Idea identification stage, in line with the Investment Policies of the Fund  

2. Due diligence analysis of companies using the European ex UK Income Fund Framework  

3. Exclusion of companies in accordance with the European ex UK Income Fund Framework  

4. Engagement with companies on material ESG issues 

Analysis using the European ex UK Income Fund Framework  

The Investment Manager uses the European ex UK Income Fund Framework to evaluate the ESG 

performance of companies against the following four categories.  

Governance and Culture  

The Investment Manager assesses the company’s policies (where available) concerning corporate culture 

and behaviour, including but not limited to: management quality and track record, employee engagement, 

diversity and inclusion, competitive behaviour (relating to companies exposed to the risk of anti-competitive 

behaviour such as pricing fixing and collusion), the company’s business model and resilience, employee 

health and safety, employee retention and incentives, and an analysis of the company’s material 

stakeholders.  

ESG Strategy and Technology  

The Investment Manager assesses the company to evaluate whether its products and services have a positive 

ESG impact, including, but not limited to, analysis of the company’s product quality and safety, product 

design and lifecycle management, supply chain management, materials sourcing and efficiency and 

whether these decisions represent a risk or an opportunity to the company.  

Stakeholder Due Diligence  

The Investment Manager assesses the company’s labour practices, customer welfare, access and 

affordability, management and/or legal and regulatory environment, adherence to the principles of the UN 

Global Compact (principles developed by the United Nations setting a framework for business conduct 

standards in the areas of human rights, labour, environment and anti-corruption, and an assessment of any 

actual or potential human rights violations.)  

Environmental Risk Analysis  

The Investment Manager assesses the company’s greenhouse gas emissions, physical impacts of climate 

change and water and wastewater management. 



 
 

 
Polar Capital LLP 16 Palace Street, London, SW1E 5JD 
T +44 (0)20 7227 2700 E investor-relations@polarcapitalfunds.com   polarcapitalfunds.com 4 
For further information please contact your Polar Capital representative  
 

Polar Capital Funds Plc 
Sustainability Disclosures 

Following its evaluation of a company against the European ex UK Income Fund Framework, the Investment 

Manager will assign the company a score against the four categories, which is then aggregated to give the 

company an overall European ex UK Income Fund Framework score from low to high, with “high’ 

demonstrating the strongest ESG performance and “low” demonstrating poor (or zero) ESG performance.  

The Investment Manager seeks to take positions in companies with high or credibly improving aggregate 

scores, defined as those with the highest two thirds of the total score achievable on the European ex UK 

Income Fund Framework. In addition to the exclusions applied as detailed below under “Exclusions”, the 

Investment Manager will normally exclude companies with low scores, defined as those in the lowest third 

of the total score achievable on the European ex UK Income Fund Framework.  

For the avoidance of doubt, the Investment Manager may invest in companies that do not score highly on 

the European ex UK Income Fund Framework where, in the Investment Manager’s view, the company 

nevertheless presents an attractive investment opportunity that is aligned with the investment objective of 

the Fund. Companies are continually reviewed by the Investment Manager.  

Exclusions  

The Investment Manager excludes from the Fund investments in companies involved in the following 

activities:  

• Thermal coal production and distribution, where the company derives 10% or more of its revenues 

from this activity;  

• Tobacco production, where the company derives 5% or more if its revenues from this activity;  

• Conventional weapons production, where the company derives 10% or more of its revenues from 

this activity; and  

• Controversial weapons (such as cluster munitions, antipersonnel mines and depleted uranium), 

where the company derives any revenues from this activity.  

The Investment Manager applies a norms-based exclusion screen to the Fund’s investment universe to 

ensure that potential investee companies that are involved in controversial practices from an ESG 

perspective are excluded from the Fund.  

This involves the Investment Manager evaluating each company against their alignment with the United 

Nation’s Global Compact, the United Nation’s Guiding Principles on Business and Human Rights, the 

International Labour Organisation’s conventions and the Organisation for Economic Co-Operation and 

Development’s Guidelines for Multinational Enterprises. 

Where the Investment Manager feels that a company does not align adequately with these standards, the 

Investment Manager will exclude that company from the Fund’s investment universe.  
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As mentioned above, the Investment Manager also uses the European ex UK Income Fund Framework to 

identify and avoid companies with a low aggregate score against the four categories outlined above under 

“Analysis using the European ex UK Income Fund Framework”.  

Engagement  

Where a company scores poorly on one or more of the European ex UK Income Fund Framework categories, 

the Investment Manager may choose to engage further with the company. Further details on the 

Investment Manager’s engagement policy for the Fund can be found in the ‘Engagement’ section below.  

Policies to address good governance 

The Investment Manager assesses company governance policies within the Governance and Culture 

category of the European ex UK Income Fund Framework. The Investment Manager looks at a company’s 

compliance with relevant tax legislation, its employee relations and renumeration, and the soundness of its 

management practices. This assessment includes an analysis of board independence, including the 

independence of the company’s audit and remuneration committees, the level of diversity on a company’s 

board, the levels of training given the company’s workforce and the injuries suffered by that workforce in 

the workplace. 

Proportion of investments  

100% of the companies the Fund invests in are assessed under the Investment Manager’s European ex UK 

Income Fund Framework, which is used to assess and deliver the environmental or social characteristics 

promoted by the Fund.    

The minimum proportion of the investments of the Fund used to meet the environmental or social 

characteristics promoted is 80%. 

Up to 20% of the Fund’s investments can be held in cash, ancillary liquidity instruments and/or derivative 

instruments in line with the Fund’s Investment Policy. There are no minimum environmental or social 

safeguards applicable to these investments. 

Monitoring of environmental or social characteristics 

The Investment Manager will monitor a company’s performance against the European ex UK Income Fund 

Framework on an ongoing basis and will seek to update the company’s scores where new and relevant 

information becomes available. 

The promoted environmental or social characteristics of the Fund are subject to independent oversight by 

the Sustainability department of the Investment Manager and are monitored on a quarterly basis. 
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Methodologies for environmental or social characteristics  

The Investment Manager assesses companies against each category of the European ex UK Income Fund 

Framework and then assigns each company a score between 0-5 for that category, with the exception of 

the Strategy and Technology and Stakeholder Due Diligence sections, which are combined, and a company 

is assigned a single score of between 0-5 across both categories.  

The score is assigned on a relative basis, with companies assessed relative to peers operating within the 

same sector. However, to ensure consistency and comparability between the scores of companies assessed, 

the Investment Manager bases its assessment for each category against the following criteria: 

• Governance and culture (following SASB (Sustainability Accounting Standards Board) metrics taken 

into account) 

- Employee engagement, diversity and inclusion 

- Competitive behaviour 

- Business model and resilience 

- Employee health and safety  

• Strategy and technology (following SASB metrics taken into account) 

- Product quality and safety 

- Product design and lifecycle management 

- Supply chain management 

- Materials sourcing and efficiency 

• Stakeholder due diligence (following SASB metrics taken into account) 

- Labour practices 

- Customer welfare 

- Access and affordability 

- Management or legal and regulatory environment 

- Adherence to the UN Global Compact, and an assessment Humans Rights violations are 

incorporated in the Stakeholder Due Diligence. 

• Environmental risk analysis (following SASB metrics taken into account) 

- Greenhouse gas emissions 

- Physical impacts of climate change 

- Water and wastewater management  

- Ecological impact 

The Investment Manager then aggregates a company’s scores across these categories to obtain an overall 

European ex UK Income Fund Framework score for that company, with a total score out of 15 across the 

three resultant scoring areas.    

Data sources and processing  

Information and data come from a variety of sources including, but not be limited to, information and 

data published by the companies themselves and third-party data and research providers. 
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The Investment Manager uses a range of external data providers of ESG data, as well as internal research 

and proprietary ESG frameworks. Prior to an ESG data and research provider being appointed as a supplier, 

due diligence is conducted and periodic ongoing due diligence, engagement and feedback on their 

products is carried out thereafter.  

The Investment Manager engages with its primary ESG provider periodically and this engagement covers a 

range of issues, including accuracy, timeliness and coverage of data as well as investigating methodologies 

and changes to those methodologies. The Investment Manager will engage directly with ESG data providers 

to, but not limited to, challenge specific data points accuracy, understand and challenge methodologies 

and reasons for analysis or ratings assessments of companies.  

The Investment Manager also conducts periodic data quality assessments through cross referencing data 

sets with other third-party providers to assess the data quality, coverage and timeliness. Where a third-

party figure is inconsistent, either with other third-party sources, with sector averages, or with the 

investment analyst's expectations, the Investment Manager will seek to cross check with primary sources 

from the company where possible.  

Data processing takes place in different forms and has developed as the ESG data landscape continues to 

progress and new data becomes available. The Investment Manager’s intention is always to automate data 

processing as much as possible to avoid unnecessary risks with manual intervention.  

In general, as ESG data continues to evolve and data coverage improves, the proportion of estimated data 

used is constantly changing and difficult to assess. In certain cases, estimated data may be used in 

conjunction with reported data in order to add further clarity to specific metrics or calculations. In such 

cases, the ratio between reported and estimated data is considered, as well as the methodological 

robustness of the estimated data.  

The Investment Manager will use third-party data as an input for the pre-trade implementation of exclusion 

criteria, however, the Investment Manager will retain full discretion over the implementation of the data 

and final conclusion over the ESG profile and performance of a company on a case-by-case basis.  

Limitation to methodologies and data  

Due to the fact the Fund primarily invests in large-cap established European companies, holdings are well-

covered by both MSCI data and sell-side research. However, there are limitations within the data. For 

example, MSCI do not engage with the companies it reports on, prior to publishing reports, therefore 

reports often incorporate legacy concerns. Additionally, whilst MSCI outlines continual updates to 

information, ESG reports are produced annually, therefore data presented by MSCI does not reflect 

company actions in a timely manner. In addition to this, company disclosures are not always presented in 

an easily digestible manner, but more significantly the data is often backward looking. 
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Due diligence  

Due diligence for investments in the Fund is carried out through the assessment of four main categories: 

Governance and culture, Strategy and technology, Stakeholder due diligence, and Environmental risk 

analysis. Each of these then is broken down into several key themes, specific to each category.  

For governance and culture, this includes making an assessment of the quality and track record of an 

investee company’s management, their incentives, talent retention, and corporate behaviour, along with 

the corporate culture of the business, and any material shareholders.  

A company’s strategy and technology is assessed through their business model, capital allocation and 

financial sustainability, their digital infrastructure and data privacy practices, and the potential for 

disruptive risk.  

Stakeholder due diligence takes into account the various stakeholders in a company, including their end 

customers, along with assessing risks of product liability, their employees, suppliers and supply chains, 

and the potential stakeholder interests of wider society, including the interests of regulators and 

politicians.  

Environmental risk analysis monitors the key environmental risks a company may be exposed to, taking 

into account the type of risk, whether physical risk, transition risk, or liability risk, along with the 

materiality of each risk to the company, and the potential for risk mitigation.  

Engagement policies  

Where a company scores poorly on one or more of the European ex UK Income Fund Framework categories, 

the Investment Manager may choose to engage further with the company. Engagement may include 

written communications (such as letters, emails) to company management, meetings with the company 

and through shareholder votes. Where an investee company fails to address the concerns of the Investment 

Manager, the company’s weighting within the portfolio may be reduced, or excluded altogether. 

Designated reference benchmark  

The Fund has not designated a specific index as a reference benchmark for determining its alignment with 

the promoted environmental and/or social characteristics. 


