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Polar Capital Funds Plc 
Sustainability Disclosures 

Biotechnology Fund 

Summary 

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

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”).  

The Fund seeks to invest in companies within the biotechnology investment universe that promote the 

following characteristics:  

(i) Improvement of clinical outcomes for patients through innovation;  

(ii) Improvement of the affordability and accessibility of healthcare services; and  

(iii) Improvement of the efficiency of the delivery of healthcare services. 

The Fund promotes Environmental/Social (E/S) characteristics and while it does not have as its objective a 

sustainable investment, it will have a minimum 50% of the Fund’s net asset value in Sustainable 

Investments, which contribute to social objectives as detailed below. The minimum portion of equity 

investments that are used to meet the social characteristics promoted by the Fund is 50%, although the 

Fund may hold up to 20% of its net asset value in cash, ancillary liquidity instruments or derivatives that 

will not contribute towards the social characteristics promoted. 

The objectives of the sustainable investments shall align with the above themes while also considering the 

principle of Do No Significant Harm by screening the relevant company primarily using third-party data 

inputs, to assess whether it has an adverse impact on the environment and society. 

The Investment Manager has employed a three-stage investment decision making approach to promote 

the attainment of these characteristics:  

(i) An exclusionary screening process, including the application of both normative and negative 

screens;  

(ii) A positive inclusion process, whereby potential investee companies are assessed both against their 

contribution to the characteristics of the Fund and their broader environmental, social and 

governance profiles; and  

(iii) Ongoing monitoring of investee companies against the Investment Manager’s exclusionary screens 

and positive inclusion criteria.  
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The Investment Manager measures the alignment of an investee company with the Fund’s characteristics 

by evaluating the degree to which the relevant company’s revenue or, where appropriate, research and 

development spend corresponds with one or more of them. The Investment Manager reviews investee 

companies’ alignment with the characteristics on an ongoing basis. 

Further, an investee company’s broader ESG profile is assessed by the Investment Manager first considering 

third party ESG analysis and where necessary conducting its own ESG assessment of a company to 

corroborate and/or challenge this analysis.  

The Investment Manager uses a variety of public and third-party data sources to conduct its assessment of 

investee companies against the characteristics and their performance from an ESG perspective, as well as 

drawing on information gained from the direct engagements with companies referenced above, although 

the Investment Manager notes the 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 the Investment Manager has concerns about an investee company’s alignment with the Fund’s 

characteristics or its broader ESG profile, the Investment Manager may engage with the company to obtain 

further information or to encourage appropriate action to redress these concerns. 

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

the promoted 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.  

While it does not have as its objective a sustainable investment, the minimum proportion of the sustainable 

investments of the Fund shall be 50%. 

What are the objectives of the sustainable investments that the financial product partially 

intends to make and how does the sustainable investment contribute to such objectives?   

The objectives of the sustainable investments shall align with the themes:  

(i) improve clinical outcomes for patients through innovation;  

(ii) improve the affordability and accessibility of healthcare services; and  

(iii) improve the efficiency of the delivery of healthcare services.  
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The Investment Manager will consider a company eligible to be considered as a sustainable investment if 

the company is deemed to contribute to sustainable economic activities as described below in the 

investment strategy section of this disclosure. 

How do the sustainable investments that the financial product partially intends to make, not 

cause significant harm to any environmental or social sustainable investment objective. 

The Investment Manager, in compliance with the principle of Do No Significant Harm, screen the relevant 

company, primarily using third-party data inputs, to assess whether it has an adverse impact on the 

environment and society.  

Companies identified to have severe controversies impacting the environment or social sustainable activities 

will be excluded from consideration as a sustainable investment by the Investment Manager. These may 

include, by way of example, controversies related to energy and climate, biodiversity and land use, toxic 

emissions, human rights, child labour, employee health and safety, and product quality and safety. 

The Investment Manager will use the research of third-party providers to provide deeper insight into 

companies’ compliance with norms standards. However, given differing methodologies, tolerances and 

assessments of company behaviour, the Investment Manager retains ultimate discretion over the 

assessment of whether a company has significantly harmed any environmental or social sustainable 

investment objectives on a case-by-case basis. 

How have the indicators for adverse impacts on sustainability factors been taken into account? 

As part of the do no significant harm assessment, consideration will be given to the mandatory Principal 

Adverse Impacts (PAI) indicators provided in Table 1 (and where applicable, Tables 2 and 3) of Annex 1 

Level 2 RTS.  

In circumstances where data quality or availability is insufficient to make a reasonable judgement on a 

quantitative basis with respect to any of the mandatory PAI indicators provided in Table 1, and where 

applicable Tables 2 and 3, the Investment Manager will use proxy indicators, such as controversy cases or 

norms violations related to negative impacts on the relevant sustainability indicator to assess harm caused 

by the company and will assess the relevance and materiality of the principal adverse impact indicator to 

the company, using industry expertise and any data available.  

Where, in the Investment Manager’s view, a company does not cause significant harm with respect to a 

specific PAI but the Investment Manager assesses there is room for improvement, it will take the required 

steps to reduce or mitigate the PAI, such as engaging with the company, using the right to vote, seeking 

to improve disclosure of data by the company, or reducing exposure to the issuer where deemed 

appropriate or necessary. 
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Where, in the Investment Manager’s view, a company does cause significant harm with respect to a specific 

PAI, the Investment Manager will not consider an investment in such a company as a sustainable investment 

by the Fund.   

How are the sustainable investments aligned with the OECD Guidelines for Multinational 

Enterprises and the UN Guiding Principles on Business and Human Rights? Details: 

The Investment Manager will use third-party ESG controversy and global norms data and research as a 

starting point for assessing alignment of portfolio companies with these global norms, and where 

necessary, conduct further due diligence to determine compliance with these norms. 

Environmental or social characteristics of the financial product   

The Fund primarily seeks to invest in companies within the biotechnology investment universe that:  

(i) improve clinical outcomes for patients through innovation,  

(ii) improve the affordability and accessibility of healthcare services; and  

(iii) improve the efficiency of the delivery of healthcare services.  

By investing in these companies, the Investment Manager believes that the Fund contributes to Goal 3 of 

the United Nations Sustainable Development Goals (SDGs) which is to “ensure healthy lives and promote 

well-being for all at all ages”. The UN SDGs are part of the United Nation’s 2030 Agenda for Sustainable 

Development, adopted by all UN member states in 2015, and comprise 17 goals which aim to tackle the 

world’s approach to the environmental and social matters. The full list of the 17 UN SDGs can be found at 

https://sdgs.un.org/goals.  

For the avoidance of doubt, the Fund may invest in companies within the biotechnology investment 

universe whose products and services do not, in part or in whole, contribute to the promoted characteristics 

outlined above where the Investment Manager is of the opinion that such an investment offers investment 

opportunities for the Fund. 

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 evaluates the ability of the Fund’s actual, or potential, investee companies to 

contribute to the Fund’s characteristics through a three-stage investment decision making process;  

(i) an exclusionary screening process, including the application of both normative and negative 

screens;  

(ii) a positive inclusion process, whereby the investee company is assessed both against the 

characteristics and its broader environmental, social and governance profile; and  

(iii) where a company becomes an investee company, ongoing monitoring of the investee company 

against the Investment Manager’s exclusionary screens and positive inclusion criteria.  

Exclusion Screening Process  

At the first stage of the investment process, the Investment Manager carries out an exclusion screening 

process on the Fund’s investment universe.  

The Investment Manager first 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 screening the portfolio for 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 (OECD) 

Guidelines for Multinational Enterprises. When the Investment Manager determines that a company does 

not align adequately with these standards, the Investment Manager will exclude that company.  

The Investment Manager’s investment process implicitly excludes those companies that are involved in 

weapons and military equipment production, tobacco production, coal mining and power generation from 

coal based energy sources, conventional and non-conventional oil and gas exploration and generation, 

other non-renewable power generation, industries that present a direct and major threat to biodiversity 

(such as deforestation for crop cultivation), industries involved in predatory lending activities, unregulated 

gambling companies and adult entertainment companies. 

Positive Inclusion Process  

Once the Investment Manager has applied its normative and negative exclusion screens to the Fund’s 

investment universe, the Investment Manager will then carry out an assessment of the fundamentals of the 

remaining companies within the Fund’s investment universe to construct the portfolio.  

Alongside the financial analysis, the Investment Manager will assess the ability of each company to meet 

one, or more, of the three social characteristics outlined below. 
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Improving clinical outcomes through innovation – The Investment Manager assesses the ability of the 

company to treat a range of different medical conditions. The Investment Manager looks for companies 

that are not only treating diseases or conditions for which there is no prior cure, but also where a company 

is finding a way to treat a disease or condition more effectively than prior treatments.  

In addition, the Investment Manager includes, in its assessment of a company’s ability to contribute towards 

this characteristic, companies that are providing preventative treatments or medicines, rather than just 

those companies that seek to provide treatments for diseases or conditions that have already developed.  

Improving affordability and accessibility – Although, in the majority of cases worldwide, the public 

sector’s approach to healthcare often determines its affordability and accessibility, the Investment Manager 

looks for companies that can provide quality healthcare to individuals in a safe, effective and affordable 

way. The Investment Manager also looks for companies that create technologies to improve the healthcare 

infrastructure and that, when properly utilised, can enable the healthcare system to provide services to 

more individuals.  

The Investment Manager also looks for those companies that seek to reduce the cost of healthcare, using 

centralised efforts to increase the competitiveness and transparency of the healthcare industry.  

Improving the efficiency of healthcare delivery – The Investment Manager assesses the ability of 

companies to drive efficiency within the healthcare system by reducing and managing the costs of 

healthcare and also by their use of data and analytics to identify the correct treatment approach for 

patients.  

The Investment Manager combines its evaluation of each company against the Fund’s social characteristics 

with an analysis of the environmental, governance and other social considerations that are material to the 

healthcare industry.  

From an environmental perspective, the Investment Manager will assess each company’s approach to 

greenhouse gas emissions, toxic waste and emissions and in particular companies’ alignment with 

regulations on the disposal of chemical and biological waste.  

From a social perspective, the Investment Manager assesses other social factors relevant to the broader 

healthcare industry, including the company’s approach to labour management, human capital 

development, product quality and safety, matters of privacy and security. 

The Investment Manager assesses the governance practices of companies by evaluating the composition of 

their boards, including the independence and tenure of members and the remuneration structures of both 

members and senior management to determine whether they are aligned with the company’s stakeholders 

and the effectiveness of the company’s oversight on matters such as science and technology, employees 

and corporate and audit matters and tax compliance.  
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Where a company meets the Investment Manager’s criteria for inclusion in the Fund, the Investment 

Manager will continue to monitor the investee company’s alignment with its exclusionary screening 

process, the Fund’s characteristics and the Investment Manager’s ESG integration process through the 

Investment Manager’s fundamental analysis of the investee company and through an assessment of that 

investee company’s corporate disclosures, including their annual financial reports and sustainability reports, 

and with assistance from third party ESG research sources.  

For the avoidance of doubt, the Fund may invest in companies within the biotechnology investment 

universe whose products and services do not, in part or in whole, contribute to the promoted characteristics 

outlined above where the Investment Manager is of the opinion that such an investment offers investment 

opportunities for the Fund. 

The Investment Manager also engages with the investee companies of the Fund and companies within the 

Fund’s investment universe on a periodic basis through in person or virtual meetings with their management 

teams and through shareholder voting. Where the Investment Manager has identified an issue with the 

ESG profile of an investee company or its alignment with the Fund’s social characteristics, either through 

the investee company failing to meet the exclusionary screening process outlined above, or through issues 

highlighted via the Investment Manager’s positive inclusion analysis (including any reference the Investment 

Manager has made to third party ESG data provider sources), the Investment Manager will consider the 

materiality and severity of the issue at hand, and if necessary engage with the company directly to 

encourage the management team to address the matter. Where an investee company has not addressed 

the matter within a timescale deemed reasonable by the Investment Manager, the Investment Manager 

may, at its discretion, reduce the Fund’s exposure to the investee company or divest completely. 

Policies to address good governance 

The Investment Manager assesses the governance practices of companies by evaluating the composition of 

their board, the independence and tenure of the board, the remuneration structures of the board and 

senior management and whether they are aligned with the company’s stakeholders and the effectiveness 

of the company’s oversight on matters such as science and technology, employees and corporate and audit 

matters and tax compliance. Where a company meets the Investment Manager’s criteria for inclusion in 

the Fund, the Investment Manager will continue to monitor the investee company’s alignment with its 

exclusionary screening process, the Fund’s characteristics and the Investment Manager’s ESG integration. 

Proportion of investments  

The Fund primarily seeks to invest in companies within the biotechnology investment universe. The 

Investment Manager assesses 100% of the companies in the Fund for revenue alignment towards the 

Fund’s promoted social characteristics. 

A minimum of 50% of the investments of the Fund are used to meet the social characteristics promoted 

by the Fund.  
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While the Fund does not have sustainable investing as its objective, the Fund seeks to invest a minimum of 

50% of its investments in sustainable investments with a social objective. 

Any equity holdings not positively aligned with the promoted E/S characteristics are held in order to meet 

the fund’s investment objective: to preserve capital and achieve long term capital appreciation. 

Furthermore, all holdings must pass the exclusions criteria. However, as highlighted within the investment 

strategy, the Investment Manager carries out broader assessment of the ESG risks and opportunities 

relevant to the company for all holdings.  

Up to 20% of the Fund’s investments may be held in cash and/or derivative instruments, in line with the 

Fund’s investment policy. There are no minimum environmental or social safeguards applicable to these 

investments.  

Although the Fund is permitted to invest in financial derivative instruments, the Investment Manager will 

not generally seek to invest in these instruments to promote its environmental or social characteristics. 

However, financial derivative instruments may be held by the Fund for risk management purposes, for 

efficient portfolio management purposes or where they have been received from an investee company 

pursuant to a corporate action (e.g. an issue of warrants or share options). 

Monitoring of environmental or social characteristics 

The portfolio manager and the investment team review investee companies’ alignment with the 

characteristics and the ESG scores of the Fund’s investee companies on a monthly basis. 

The promoted social characteristics and sustainable investments of the Fund are subject to independent 

oversight by the Sustainability department of the Investment manager and are monitored  on a quarterly 

basis. 

The ESG profile of the Fund is assessed in these meetings both in an absolute sense and in a relative sense 

against the Fund’s benchmark and highlights ESG laggards, investee companies with negative ESG 

momentum, investee company performance against norms and controversies screening and portfolio 

climate risk. 

Methodologies for environmental or social characteristics  

The Investment Manager assesses, for each company in the portfolio, exposure to each of these 

characteristics through consideration of either revenue or research and development (R&D) spend. In the 

case of pre-revenue companies, an analysis of R&D activities is performed to identify which characteristics 

the company is aligned to.  
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Data sources and processing  

The Investment Manager draws on multiple data sources. The Investment Manager evaluates the alignment 

of companies within the biotechnology investment universe with the Fund’s characteristics based on 

revenue, research and development and operation expenditure based on data sourced from company 

financial reports and third-party data sources.  

Third party data and research are used as an initial input for the Investment Manager’s evaluation of a 

company’s ESG profile, which then may be cross-referenced against company website disclosures, 

corporate social responsibility and sustainability reports, semi-annual and annual reports, regulatory filings 

and news sources. Where the Investment Manager wishes to obtain further relevant information, either 

due to lack of availability or due a query it has over existing data, it may engage with the management 

teams of companies to further its understanding where necessary. 

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 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 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. 
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Limitation to methodologies and data  

The Investment Manager’s approach to evaluating companies’ adherence to and performance of the Fund’s 

characteristics and environmental, social and governance standards, although rigorous, is predicated on 

data with inherent limitations.  

These limitations arise as a result of inter alia, the quality and accuracy of the information available, 

timeliness of dissemination of information, especially for companies that have recently undergone an initial 

public offering, differing levels of acceptance and adherence of ESG standards globally, transparency levels 

of the companies reporting, consistency and standardisation of policies, measurements and targets, third 

party data and research providers’ ability to identify the correct information and standardise their approach 

across investment universes, the size and maturity of the companies, companies’ understanding of third 

party data providers’ requirements and methodologies, and keeping pace the rapidly evolving regulatory 

and reporting requirements on a country by country basis.  

These factors contribute to make direct comparisons on an absolute basis challenging. The absolute ESG 

score of an investee company at each monthly review is important for identifying laggards. 

However, a key element of the Investment Manager’s assessment tool is the ability to track the trends of 

each key issue score, and benchmark this to the specific subsector. As a result, we can engage early to 

improve our understanding and where necessary encourage improved transparency and disclosure on 

material topics or course correction.  

Sustainability is nascent and therefore many challenges persist in ultimately defining a global standard. 

Through our analysis, expertise, access to and relationships with our investments and broader investment 

community, we are able to gain superior insights to better mitigate these challenges. 

Where data limitations are deemed material to the extent that they impact the ability to classify an 

investment as contributing to the social characteristics, the investment will not be considered to be 

contributing to attaining the social characteristics. 

Due diligence  

The Investment Manager first reviews the alignment of the company’s products and services that generate 

its revenue with the Fund’s characteristics. Where a company is at the pre-revenue stage, or where it is 

otherwise appropriate, the Investment Manager will also assess the alignment of a company’s research and 

development or operational expenditure with the Fund’s characteristics.  

From an environmental perspective, the Investment Manager will assess each company’s approach to 

greenhouse gas emissions and toxic waste and emissions, in particular companies’ alignment with 

regulations on the disposal of chemical and biological waste.  
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From a social perspective, the Investment Manager assesses other social factors relevant to the broader 

biotechnology industry, including the company’s approach to labour management, human capital 

development, product quality and safety, matters of privacy and security. 

The Investment Manager assesses the governance practices of companies by evaluating the composition of 

their board, the independence and tenure of the board, the remuneration structures of the board and 

senior management and whether they are aligned with the company’s stakeholders and the effectiveness 

of the company’s oversight on matters such as science and technology, employees and corporate and audit 

matters and tax compliance. Where a company meets the Investment Manager’s criteria for inclusion in 

the Fund, the Investment Manager will continue to monitor the investee company’s alignment with its 

exclusionary screening process, the Fund’s characteristics and the Investment Manager’s ESG integration. 

Engagement policies  

As an active investor the Investment Manager regularly engages with companies on a wide range of topics, 

including ESG factors and those other factors related to investment fundamentals.  

Through its regular monitoring and screening activities, outlined above, the Investment Manager identifies 

any issues that it believes are material to a company’s alignment with the characteristics and ESG profile. 

Where the Investment Manager identifies a concern, for example, a controversy which materially discredits 

the brand and reputation of an organisation, a wilful act of negligence, repeated breaches of labour laws, 

major product recalls, concerns over the composition of the Board or shareholder register, then the 

appropriate level of escalation is determined.  

The Investment Manager views the ultimate goal of engagement as to obtain sufficient information for an 

informed investment decision to be made on the company by the Investment Manager. 

Consequently, the Investment Manager engages with a company through meetings/calls with the 

company’s management or Chairperson, email communications with investor relations or company 

representatives on specific matters, company site visits, interactions with external industry experts or other 

industry participants and action through formal voting at any convened meeting. 

Engagement will then be factored into our overall holistic investment process to ensure that the company 

can deliver returns at an acceptable level of risk.  

The Investment Manager exercises its voting rights acting, in its belief, in the best interests of 

shareholders/stakeholders. The Investment Manager may on occasion diverge from recommendations 

provided to it by proxy voting advisors. 
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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. 

 

 

 


