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Investment team autonomy 

The analysis and interpretation of Environmental, Social and Governance (ESG) issues is specific to 

each investment team at Polar Capital. This is in keeping with each investment team within the business 

having autonomy over investment structure, process and decision-making, with no one-size-fits-all 

company investment style.  

This level of autonomy is central to Polar Capital’s approach, where portfolio characteristics of 

performance, style, factor sensitivity and liquidity are observed and monitored by Polar Capital’s CIO 

and its risk team. The risk team monitors each portfolio’s characteristics every month and circulates the 

results to the portfolio managers (PMs). ESG monitoring is one part of this oversight process, with each 

strategy reviewed every four months, face-to-face with the lead PM.  

Risk assessment 

ESG considerations have been part of the research and evaluation process used by Polar Capital’s 

PMs for many years and incorporated as a factor in their assessment of the risks and opportunities 

facing companies in which they may invest.  

The PMs do not see ESG factors as non-financial as, for example, they can affect growth rate 

assumptions, competitive positioning and the discount rate used in financial models. These issues have 

the potential to affect the long-term financial profile of companies in the same way as more obvious 

financial considerations such as sales, margins and turnover. 

Polar Capital’s Emerging Market Stars team, whose flagship strategy was launched in June 2018, 

incorporates an additional layer of ESG analysis using a proprietary model as part of its investment 

process, with the aim of quantifying ESG impact, at a company level. 

Third-party research 

Polar Capital’s ESG monitoring includes third-party research from MSCI where each company a PM 

invests in is rated on a scale from AAA to CCC, relative to other companies in the same industry. Our 

ESG oversight reports the five weakest scores for every strategy in each of the environmental, social 

and governance categories, in addition to an overall asset-weighted score for each fund and its 

benchmark. This analysis is the starting point for discussion in our PM oversight meetings. 

PMs do not always agree with the third-party ratings – as is also the case with conventional third-party 

investment research – but it does give them the opportunity to assess what consensus is saying.  

Finally, the risk team sends each PM the full ESG research on any portfolio holding rated as CCC. The 

appropriate course of action remains the fund manager’s prerogative. 

Polar Capital is a UNPRI signatory and reports stewardship activity in keeping with its obligations under 

the Financial Reporting Council’s Stewardship Code. 
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