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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”). 

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

(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.

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. 

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. 

Does this Fund have a sustainable investment objective?

No, this financial product promotes environmental or social characteristics but does not have as its objective sustainable investment. 

What environmental or social characteristic does the Fund promote?

The Fund promotes environmental and social characteristics through the application of its investment strategy. Using the Investment Manager’s 
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;

(ii) ESG Strategy and Technology;

(iii) Stakeholder Due Diligence; and  

(iv) Environmental Risk Analysis. 

What indicators are used to measure the attainment of these characteristics?

The Fund will use the Investment Manager’s ESG analysis tool – the sustainability scoring framework (the ‘European ex UK Income Fund 
Framework’) - to measure the attainment of the Fund’s ESG characteristics against the four categories described above. 

Description of the investment strategy of the Fund

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.

Analysis using the European ex-UK Income Framework

The Investment Manager uses the European ex UK Income Fund Framework to evaluate the ESG performance of companies against the four 
aforementioned categories.
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Governance and Culture 

The Investment Manager assesses the company’s policies (where available) concerning corporate culture and behaviour, including but not 
limited to:

(i) Management quality and track record; 

(ii) Employee engagement; 

(iii) Diversity and inclusion; 

(iv) Competitive behaviour (relating to companies exposed to the risk of anti-competitive behaviour such as price fixing and collusion);

(v) The companies business model and resilience; 

(vi) Employee health and safety; 

(vii) Employee retention and incentives; and 

(viii) 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:

(i) Analysis of a company’s product quality and safety; 

(ii) Product design and lifecycle management; 

(iii) Supply chain management; and 

(iv) 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.

Environmental Risk Analysis 

The Investment Manager assesses the company’s greenhouse gas emissions, physical impacts of climate change and water and wastewater 
management.

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.   

However, 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. 

Exclusions 

As part of the investment strategy, the Investment Manager excludes from the Fund investments in companies involved in the following 
activities:

(i) Thermal coal production, where the company derives 10% or more of its revenues from this activity;

(ii) Tobacco production, where the company derives 5% or more of its revenues from this activity; 

(iii) Military hardware production, where the company derives 10% or more of its revenues from this activity; and 

(iv) 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. 
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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. 

Description of how the Environmental or Social characteristics are monitored

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. 

Description of data sources and how they are used

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. 

Description of the limitations of the methodology 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.

How does the Fund engage with investee companies?

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. 

Does the Fund use an external benchmark to measure the achievement of its sustainability characteristics?

No, the Fund does not use a reference benchmark for the purpose of measuring the achievement of its characteristics.


