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Melchior Selected Trust 
Sustainability Disclosures 

Melchior European Absolute Return Fund 

Summary 

This disclosure is made by Polar Capital LLP (the “Investment Manager”) on behalf of the Melchior European 

Absolute Return Fund (the “Fund”) - a sub-fund of Melchior Selected Trust - pursuant to Article 10 of the 

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

This Fund promotes environmental and social characteristics under Article 8 SFDR and does not have as its 

objective a sustainable investment. 

The Investment Manager believes that long-term value creation for shareholders is closely aligned with 

investment in companies that consider social and environmental characteristics, such as a company’s impact 

on its customers, suppliers, employees, the wider community and the environment. The Investment 

Manager seeks to invest in companies with good governance practices and exclude from the long portfolio 

companies which, in its view, are detrimental to society and/or the environment.  

Therefore, the Fund promotes environmental or social characteristics by excluding companies from the long 

book on the basis that they derive (unless otherwise specified) 5% of more of their revenues from the 

following activities: 

• production, distribution and/or sale of adult entertainment, 

• production, distribution and/or sale of palm oil, 

• provision and distribution of predatory lending (typically defined as unfair, deceptive, or abusive 

loan terms on borrowers), 

• extraction and production of thermal coal, and/or companies that generate power from thermal 

coal, 

• production, distribution and/or sale of tobacco, 

• provision or distribution of unregulated gambling, 

• production, distribution and/or sale of controversial weapons such as cluster munitions and anti-

personnel mines (0% of revenues). 

For the avoidance of doubt, short positions may be taken in companies that fail to demonstrate good 

governance practices and those that would fall under the Sub-Fund’s list of excluded industries or 

activities. 

As part of its investment process for the Fund, the Investment Manager analyses the fundamentals of each 

investee company in the Fund, including analysis on ESG factors relevant to that investee company and an 

ongoing documentation of any material ESG issues encountered by that company.  

The Fund shall not take any direct or indirect (e.g. through derivatives) exposure to companies in the long 

book that do not pass its exclusion thresholds. 
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The Investment Manager reviews and monitors investee companies’ alignment with the characteristics on 

an ongoing and quarterly basis. Independent oversight from the Investment Manager’s Sustainability team 

of Fund’s alignment with its characteristics is carried out on a quarterly basis. 

The Investment Manager sources the information it requires to evaluate a company’s ESG profile directly 

from companies, including accounts and reports issued by the company, as well as from third parties such 

as data providers, research providers and ratings providers.  The Investment Manager evaluates the 

companies within the investment universe of the Fund against screening factors and restricted lists that are 

generated by third party ESG data and research. The Investment Manager also takes into account research 

reports, data and alerts produced by third party ESG research providers on companies within the Fund’s 

investment universe.  

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. 

The Investment Manager takes its stewardship responsibilities seriously and corporate engagement is an 

integral part of the investment process. Wherever possible, the Fund aims to meet and/or maintain a regular 

dialogue with company management as a part of both the investment research and due diligence process, 

and also the ongoing monitoring of its holdings. 

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 Investment Manager believes that long-term value creation for shareholders is closely aligned with 

investment in companies that consider social and environmental characteristics, such as a company’s impact 

on its customers, suppliers, employees, the wider community and the environment. The Investment 

Manager seeks to invest in companies with good governance practices and exclude from the Fund’s long 

book companies which, in its view, are detrimental to society and/or 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 believes that companies generate the most consistent long-term value for 

shareholders when they consider other stakeholders, whether they are customers, suppliers, employees or 

the local community and the environment more generally. The Investment Manager integrates an 

understanding of ESG factors throughout the investment process. The Investment Manager believes robust 

corporate governance is fundamental in that a company’s environmental and social performance is often 

a derivative of their governance. ESG factors include, among others, governance, incentive structures, 

human capital development, interaction with society, greenhouse gas emissions, ecological impact, labour 

relations, and relationships with suppliers. 

The Investment Manager evaluates ESG data from other primary and secondary sources, including 

corporate disclosures (for example annual reports or sustainability reports), data from other third-party 

vendors (such as Bloomberg), ESG research from third-party providers, and third-party websites. 

The Investment Manager excludes companies from the Fund’s long book which derive more than 5% of 

their revenues (unless otherwise specified) from the following industries or activities: 

• production, distribution and/or sale of adult entertainment, 

• production, distribution and/or sale of palm oil, 

• provision and distribution of predatory lending (typically defined as unfair, deceptive, or abusive 

loan terms on borrowers), 

• extraction and production of thermal coal, and/or companies that generate power from thermal 

coal, 

• production, distribution and/or sale of tobacco, 

• provision or distribution of unregulated gambling, 

• production, distribution and/or sale of controversial weapons such as cluster munitions and anti-

personnel mines (0% of revenues). 

The Investment Manager monitors and excludes companies that are assessed by the Investment Manager 

as being involved in severe violations of the United Nations Global Compact Principles (“UNGC”), the 

International Labour Organization’s (“ILO”) conventions, and the United Nations Guiding Principles on 

Business and Human Rights (“UNGPBHR”). If a company is involved in controversies or norms violations, 

the Investment Manager will assess the severity of the incident and decide the appropriate action of 

whether to monitor, enter enhanced engagement, or divest from the company. 

Corporate engagement and stewardship are key components of the Investment Manager’s process. 

Wherever possible, as part of their initial investment research and due diligence, as well as the monitoring 

of portfolio investments, the Investment Manager will aim to meet with and/or maintain an ongoing 

dialogue with company management.  

If, on ESG factors alone, a company’s performance starts to diverge from the original investment thesis, 

the Investment Manager will, in the first instance attempt to engage with management through direct 
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company contact and, where possible, voting. If this engagement is ultimately unsatisfactory, then 

divestment on ESG grounds alone becomes an option, if it is deemed proportionate and there is little 

prospect of change. 

Policies to address good governance 

Sound corporate governance and the quality and capability of company management is a central 

consideration of the Investment Manager’s investment process. The Investment Manager believes that 

sound corporate governance flows through naturally to good environmental and social policies as well as 

accountability and capital allocation.  

When assessing governance practices of companies, the Investment Manager will assess several factors, 

such as the governance structure of the company, ownership and share structure, board size, composition 

and independence, accounting and tax practices, incentive structure and remuneration, and treatment of 

employees. 

Engagement with company management is a critical part of the Investment Manager’s assessment of the 

governance of the business. Wherever possible, the portfolio manager of the Sub-Fund aims to meet 

and/or maintain a regular dialogue with company management as a part of both the investment research 

and due diligence processes, and also the ongoing monitoring of the Sub-Fund’s holdings. As part of this 

engagement, the Investment Manager will look to raise any governance issues or concerns with the 

management. 

For the avoidance of doubt, short positions may be taken in companies that fail to demonstrate good 

governance practices. 

Proportion of investments  

A minimum of 100% of the long single issuer equity or bond holdings, whether physical or synthetic, 

invested in by the Sub-Fund will be aligned with the environmental or social characteristics promoted by 

the Sub-Fund. 

The remaining investments of the Sub-Fund, which may include derivatives (which may result in the Sub-

Fund having indirect short exposure to companies not complying with the exclusions criteria), ancillary 

liquid assets, cash and cash equivalents, may not be aligned with the environmental or social characteristics 

of the Sub-Fund. 

Due to the ability of the Sub-Fund to hold short positions, the short exposure of the Sub-Fund may exceed 

the long exposure of the Sub-Fund. 

 

 



 
 

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

Melchior Selected Trust 
Sustainability Disclosures 

Monitoring of environmental or social characteristics 

The ESG characteristics of the Fund are monitored by a sub-committee of Polar Capital’s Sustainability 

Committee, the Melchior ESG Committee (the ‘Sub-Committee’). The Sub-Committee meets formally on a 

quarterly basis to review the ESG related activities of the Investment Manager in relation to the Fund, 

including an assessment of any holdings that display any material ESG issues, the engagement activity of 

the Investment Manager and the voting activity of the Investment Manager. 

The Sub-Committee’s assessment of investee companies includes an assessment of their ESG scores 

according to third party ESG research and data providers and their alignment with those third parties’ ESG 

screens. Fund exclusion criteria are implemented at the pre-trade stage using third party data on the 

Investment Manager’s order management and execution platform. Post-trade, the Fund’s holdings are 

monitored on an ongoing basis for any non-compliance with the exclusion criteria 

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. 

Methodologies for environmental or social characteristics  

Reference will be made to third-party data sources for assessing business involvement of investee 

companies, where necessary, such as where a third-party assessment on revenue attributable to a business 

segment is in dispute, the Investment Manager will assess company reports and sustainability reports for 

further information. The Investment Manager may carry out further due diligence to ascertain the correct 

revenue figure and act in accordance with the best information available to it, as such, the final conclusion 

on compliance remains at the discretion of the fund manager.   

Data sources and processing  

Alongside the Investment Manager’s fundamental analysis, the Investment Manager evaluates the 

companies within the investment universe of the Fund’s long book against screening factors and restricted 

lists that are generated by third party ESG data and research. The Investment Manager also takes into 

account research reports, data and alerts produced by third party ESG research providers on companies 

within the Fund’s investment universe. 

In a similar vein, the Investment Manager evaluates ESG and financial data from other primary and 

secondary sources, including corporate disclosures (for example annual reports or sustainability reports), 

data from third party vendors, ESG research from third party providers and other third party websites. 

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.  
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The Investment Manager engages with ESG data and research providers 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 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 then 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  

The Investment Manager’s approach to evaluating the environmental, social and governance profiles of 

companies within its investment universe may be constrained by the availability, quality and relevance of 

sustainability related data available to the Investment Manager. 

The availability, quality and relevance of data relating to sustainability may be limited due to a lack of 

sustainability related regulations and reporting standards, changes in sustainability related regulations and 

reporting standards, inconsistencies in sustainability related regulations and reporting standards between 

jurisdictions, a lack of historic information available on sustainability for companies, low coverage on, or 

inconsistencies with respect to the evaluation of, particular companies by third party research and data 

providers or material inaccuracies in the sustainability related information reported by companies.  

Limitations in the availability, quality and relevance of the sustainability related data outlined above may 

make it difficult for the Investment Manager to ascertain the sustainability profile of a company, to assess 

the progress of a company from a sustainability perspective over a certain time frame, to carry out 

consistent analysis on companies from a sustainability perspective against its industry peers in the same or 

other jurisdictions or to verify the Investment Manager’s assumptions and calculations concerning a 

particular company. 
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Due diligence  

As part of a its investment process, the Investment Manager analyses the fundamentals of each investee 

company in the Fund, including analysis on ESG factors relevant to that investee company and an ongoing 

documentation of any material ESG issues encountered by that company. 

The Investment Manager takes its stewardship responsibilities seriously and corporate engagement is an 

integral part of the investment process. Wherever possible, the Fund aims to meet and/or maintain a regular 

dialogue with company management as a part of both the investment research and due diligence process 

and also the ongoing monitoring of our holdings. As part of this engagement, the Investment Manager 

will look to review ESG developments and raise any concerns with the management 

The Investment Manager also makes use of third party ESG research and data providers as part of its 

investment process. The Investment Manager evaluates the companies within the investment universe of 

the Fund against screening factors and restricted lists that are generated by third party ESG research 

providers. 

The Investment Manager also takes into account research reports, data and alerts produced by third party 

ESG research providers on companies within the Fund’s investment universe. 

Engagement policies  

The Investment Manager believes that engagement with the executive management of its investee 

companies is both key to understanding the business of an investee company and encouraging 

improvements in their sustainability performance and corporate behaviours.  

The Investment Manager seeks to actively engage with companies within the investment universe prior to 

investment, including on ESG matters that the Investment Manager believes the company should improve 

on, and aims to continue this engagement with executive management where it invests in a company on 

behalf of the Fund. However, the Investment Manager does not invest in a company specifically with the 

intention of bringing about a change, or changes, in that company. 

Where the executive management of a company within the Fund’s investment universe does not show a 

willingness to engage with the Investment Manager, the Investment Manager will generally not regard that 

company as a candidate for inclusion in the Fund. 

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. 


