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Sustainability Risk 
 
The Investment Manager has responsible investment and corporate responsibility as one of its founding pillars, based on 
the conviction that economic and financial actors have a greater responsibility towards sustainable society and that the 
Environmental, Social and Governance (“ESG”) characteristics of companies can be a long-term driver of financial 
performance.  
 
The Investment Manager considers that, in addition to economic and financial aspects, the integration within the 
investment decision process of ESG dimensions, including sustainability factors and sustainability risks, allows a more 
comprehensive assessment of investment risks and opportunities.  Accordingly, the management of sustainability risk 
forms an important part of the due diligence process implemented by the Investment Manager.    
When assessing the sustainability risk associated with direct underlying investments, the Investment Manager is 
assessing the risk that the value of such underlying investments could be materially negatively impacted by an ESG event 
or condition (“ESG Event”).   
 
Using both quantitative and qualitative processes, sustainability risk is identified, monitored and managed by the 
Investment Manager in the following manner:              
Prior to acquiring investments the Investment Manager uses ESG metrics of third party data providers (“Data Providers”) 
in order to screen the relevant investment against sustainability risk and to identify whether it is vulnerable to such risk. 
The Investment Manager applies targeted exclusion policies to all its active investing strategies by excluding companies 
which have high sustainability risk and are inconsistent with the principles in its Responsible Investment Policy (which 
sets out the Investment Manager’s policies and practices in the area of responsible investing and is available on its 
website at www.kbiglobalinvestors.com).  
 
These global exclusion policies address the most significant sustainability risks linked to:  

• Environmental risks: climate (companies developing new thermal coal capacities, thermal coal mining, thermal 
coal power generation), and environment (breaches of UNGC Principles 7, 8 & 9) 

• Social risks: health (complete tobacco product manufacturers), labour and human rights (breaches of UNGC 
Principles 1, 2, 3, 4, 5 & 6) 

• Governance events: corruption (breaches of UNGC Principle 10)  
 
The Investment Manager also conducts analysis on each potential investment in order to allow it to assess the adequacy 
of ESG programmes and practices of an issuer to manage the sustainability risk it faces. The information gathered from 
the analysis conducted is taken into account by the Investment Manager in deciding whether to acquire a holding in an 
issuer.  ESG performance and assessment of sustainability risk is assessed by comparison with other companies through 
the following three ESG dimensions:   
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1. Environmental dimension: this examines a company’s ability to control their direct and indirect environmental 

impact, by limiting their energy consumption, reducing their greenhouse emissions, fighting resource depletion 

and protecting biodiversity: 

2. Social dimension: this measures how a company operates on two distinct concepts: the issuer’s strategy to 

develop its human capital and the respect of human rights in general; and   

3. Governance dimension: This assesses capability of the company to ensure the basis for an effective corporate 

governance framework and generate value over the long-term.   

  

During the life of the investment, sustainability risk is monitored through review of ESG data published by the issuer 

(where relevant) or selected Data Providers to determine whether the level of sustainability risk has changed since the 

initial assessment has been conducted. Where the sustainability risk associated with a particular investment has 

increased beyond the ESG risk appetite for the relevant portfolio, the Investment Manager will consider selling or 

reducing the portfolio’s exposure to the relevant investment, taking into account the best interests of the investors.  

Externally sourced ESG scores and research are made available to all KBI’s portfolio managers when available.  ESG scores 
and research represent a key source of information for portfolio managers to take Sustainability Risks into account in 
their investment decisions. ESG scores aim to measure the ESG performance of an issuer, e.g. its ability to anticipate and 
manage the sustainability risks and opportunities inherent to its industry and to its individual circumstances. 
 
 
 


