Lupus alpha
Responsible
Investing Policy

www.lupusalpha.com

2 | Lupus alpha Responsible Investing Policy

Contents

Contents
Introduction

page

3

Our Understanding of Responsible Investing

page

4

Company-wide Framework

page

5

Sustainable Investment Solutions

page

7

Sustainability Risks

page

9

Reporting

page

10

Organisation

page

11

Contacts

page

12

Credits

page

12

www.lupusalpha.com

3 | Lupus alpha Responsible Investing Policy

Introduction
Socially and ecologically responsible behaviour
is important. Responsible investing is an integral
part of that. Therefore, since its founding in 2000,
Lupus alpha has been committed to providing
clients with superior investment results and
placed building and maintaining trusting and
resilient relationships with customers, employees
and other stakeholders at the heart of its actions
and investment decisions.
Lupus alpha is fully aware of the fiduciary duties
it has towards its clients. We believe that investing responsibly is inseparably connected to this
duty. As a result, we think that achieving supe-

Introduction

rior sustainable investment results, while recognising and managing risks at an early stage,
can only be done by also including non-financial
information during the investment process.
We have signed the UNPRI in 2015, revised
our CSR concept in 2019 and joined the FNG
as a member.
The goal of this policy is to underline our
commitment towards responsible investing.
It applies to all funds, where we have full
management discretion. For mandates of
professional investors with individual investment
policies, we aim to implement the principles
described in this policy to the best of our abilities.

www.lupusalpha.com
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Our Understanding
of Responsible Investing
Our Understanding of investing responsibly
is guided by our most important stakeholders:
clients, business partners, employees and
shareholders. We do not see sustainability as
an end in itself, but as an essential factor in
managing risks efficiently and thus, achieving
long-term success.
As a fiduciary asset manager, we always act
in the best interest of our clients, where the longterm value appreciation of their assets is our
main priority. The majority of our investors are
pension schemes (occupational and private
pension provision). Following high ethical standards during this process is a matter of course.
In addition, we think that next to making a contribution to the overall economy, we also have
a social responsibility to the general public.

Our Understanding of
Responsible Investing

We understand responsible investing to mean:
• the integration of environmental (E), social
(S) and governance (G) factors into the
investment process plus
• the frequent exchange with companies that
we invest in, on topics regarding E, S and G
factors, asking critical questions and trying
to initiate changes.
We believe that these non-financial factors have
an impact on a firm’s long-term financial performance. Companies with weaker sustainability
standards usually have higher E, S and G risks.
In addition to fulfilling our fiduciary obligations
to our clients, our goal is to enter into a longterm constructive dialogue with the portfolio
companies. These conversations are the core
of our equity strategies and we consider them
to be essential for our long-term investment
success.

www.lupusalpha.com
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Company-wide Framework

Company-wide
Framework

IN ADDITION, WE INTEGRATE NONFINANCIAL INFORMATION INTO OUR
INVESTMENT PROCESS

We implement our understanding of responsible
investing throughout the organisation and at
the various stages of the investment processes.

The consideration of ESG factors is of particular
importance when managing portfolio risks.
These include event risks, reputation risks and
regulatory risks. ESG issues are an integral part
of any corporate analysis. The responsible portfolio manager considers relevant ESG aspects
within the analysis process. The identified topics
are also addressed in the company meetings.
They are factored into the investment decision
as non-financial information.

MINIMUM REQUIREMENTS APPLY
TO ALL OUR FUNDS
We exclude all companies involved in the
production or distribution of controversial
weapons. In doing so, we also take into
account the ownership structure and group
relationships.
We are orientated towards the following
national and international regulations:
• P
 rinciples of responsible investing of the
United Nations (UN PRI)
• T
 he Oslo Convention on Cluster Munitions
• T
 he Ottawa Anti-Personnel Mine Ban
Convention
• T
 he BVI Rules of Conduct
Exclusions apply regarding the following
controversial weapons:
•
•
•
•
•
•
•

A
 nti-personnel mines
B
 iological weapons
C
 hemical weapons
C
 luster bombs
N
 uclear bombs
W
 eapons with depleted uranium
B
 linding weapons

External specialised data providers for sustainability research, especially MSCI and Bloomberg,
are also used in the analysis.

DIALOGUE STRATEGIES AND
ENGAGEMENT, WHEREVER POSSIBLE
AND REASONABLE
Constructive dialogue with the companies
in which we invest is an essential part of our
investment processes. Our Small & Mid Cap
team completes around 1,000 company meetings each year. Our aim is to bring relevant
ESG issues to the attention of the companies
and to exert influence in order to address corresponding risks and initiate positive developments. Governance issues traditionally play
a particularly important role in this context.
In addition, we exercise voting rights in the
funds which we manage as a capital management company if a pre-determined threshold
is exceeded in order to promote sustainable
corporate development of the portfolio companies. As a matter of principle, we support all
measures that serve to maintain and increase
the long-term value of the company. A good
knowledge and thorough analysis of the management of a company and its strategy leads us
to mostly support the management. However,
www.lupusalpha.com
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in selected cases, if we expect certain measures
to be detrimental to the long-term value of the
company, we vote against the management or
try to bring about change as active shareholders.
For us, the essential prerequisite for voting against
the management as an active investor is materiality, in terms of
• the relevance of the respective topic for the
expected corporate development,
• o
 ur share in the company.
In this way, we want to ensure that our engagement has an impact for us and our investors.
A sufficiently large share is necessary for us to
be heard with our concern.

Company-wide Framework

Our principles for exercising voting rights
can be found at https://www.lupusalpha.com/
institutional-investor/service/?L=1
In the case of engagement with companies, we
also work with other investors on a case-bycase basis in order to exert a greater influence.
In general, we try to use our regular discussions
with the companies in order to talk about important ESG-related topics. In the course of this
dialogue and in cooperation with the respective firm itself, we try to initiate changes and to
reach good results.

www.lupusalpha.com
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Sustainable
Investment Solutions
As a specialised active asset manager,
we focus on the following areas:
•
•
•
•

S mall & Mid Cap equities
A
 lternative Solutions
C
 onvertible Bonds
CLOs

Here we choose specific solutions for dedicated
sustainability funds and mandates, depending
on the respective investment approaches and
individual client needs.

Sustainable Investment
Solutions

In 2020, we introduced a binding ESG methodology for three of our mutual funds in the
Small & Mid Cap segment, which we have
published transparently and comprehensibly
on our homepage.
Positive screening and best in class
We screen the investable universe with respect
to a wide range of ESG criteria. ESG scores and
ratings can be used, but also data on controversies or the carbon footprint might be considered. In portfolio construction, preference
is given to companies that have superior ESG
profiles in relation to one or more of these factors, e.g. by giving them a higher weighting as
in the Lupus alpha Sustainable Return fund. In
addition, these factors can be optimised at the
overall portfolio level to outperform a benchmark.

SPECIFIC ESG APPROACHES
We have been managing funds and mandates
which are subject to sustainability approaches
for over 15 years. Below is an overview of
the approaches we offer, which can also be
combined:
Exclusions (negative screening)
These strategies use filters that exclude companies that operate in certain business areas or
sectors from an investment.
In the Small & Mid Cap segment, for example,
we have been applying further exclusion criteria
in various funds for many years – even beyond
the minimum requirements (i.e. no controversial
weapons). We exclude, among others, companies which are involved in the following business areas:
•
•
•
•
•

C
 oal mining and power generation
Fracking
N
 uclear energy
W
 eapons & armaments
A
 lcohol & tobacco

UN Sustainable Development Goals
With the adoption of the United Nations Sustainable Development Goals (SDG) at the end of
2015, a global agenda for sustainable development was set. On the basis of the 17 Sustainable
Development Goals of the United Nations, key
impact areas can be identified, e.g.
• r enewable energy,
• m
 edical technology,
• w
 ater supply etc.
Using external ESG data providers, companies‘
products and services can be analysed with
regard to their positive contribution to these
areas. The higher the share of a company’s
revenue from these products and services, the
greater the positive social and environmental
impact. It is also possible to find out which
activities of a company affect any of the goals
negatively.
This data can be used to construct portfolios
that specifically aim to have an impact on one
or more of the SDGs.

www.lupusalpha.com
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SOLUTIONS
We implement tailored sustainable investment
solutions in special funds and mandates for all
asset classes. All parameters can be defined
individually for each client, e.g. turnover limits,
thresholds for ESG scores/ratings, carbon emission data or SDG contributions. In addition to
the company and sector-specific requirements,
control parameters can be determined at the
portfolio level. The compatibility of the perfor-

Sustainable Investment
Solutions

mance targets with the chosen sustainability
approach is paramount for us.
We are continuously developing our processes
and analysis methods and draw on external
data sources, provided that they offer appropriate data quality. Our aim is to provide our
clients with the best possible risk and return
profile for their investment in the long term,
taking into account all available information.

www.lupusalpha.com
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Sustainability Risks
Consideration of sustainability risks in the investment decision-making process and resulting
adverse sustainability impacts: as an independent investment boutique, Lupus alpha Asset
Management AG and Lupus alpha Investment
GmbH are medium-sized providers of investment strategies in niche markets and invested
in the asset classes Small & Mid Caps, Alternative Solutions and Advanced Fixed Income.
Consideration of sustainability risks in the
investment decision-making process
We identify and analyse sustainability risks
as part of our overall risk management process
and integrate them into our investment decisionmaking process, as we believe this integration
could help improve long-term risk-adjusted
returns for investors in accordance with the
investment objectives and investment guidelines of the investment assets.
In principle, sustainability risks refer to events
or conditions in the environmental, social or
corporate governance areas, which could have
a significant actual or potential negative impact
on the value of our investments at occurrence.
Sustainability risks can either be a risk in itself
or have an impact on other types of risk, such
as counterparty risk, market risk, liquidity risk,
operational risk, strategic risk or reputational
risk. Assessing sustainability risks is complex
and may be based on environmental, social
or corporate governance data that is difficult
to obtain and may be incomplete, estimated,
outdated or otherwise materially inaccurate.
Even when identified, there can be no assurance that such data will be accurately assessed.

Sustainability Risks

We have defined the minimum standards for
sustainable consideration in our investment
decisions for all asset classes in which we invest,
as set out in the chapters above. When analysing sustainability risks, including the adverse
impact of investment decisions on sustainability
factors, it is necessary to take a differentiated
view of the various asset classes with their different characteristics.
Our focus is therefore on the analysis of sustainability risks and factors prior to the investment
decision and consideration of the results for the
investment activity. With a detailed examination before the investment, we want to exclude
that significant negative implications in relation
to sustainability factors result from our investment.
Adverse sustainability impacts from our
investment decisions
If, however, an adverse sustainability impact
should occur as a result of our investment decision, the incident/adverse impact is reviewed
holistically with the cooperation of Portfolio
Management, Risk Management and the ESG
team, and an appropriate response is taken.
In addition, in our Small & Mid Cap segment,
constructive dialogs with the companies in
which we invest are an essential part of our
investment process. In the funds we manage
as a fund administrator, we exercise our voting
rights for positions above a certain threshold
in order to promote sustainable corporate development of the portfolio companies. Our strategy for exercising voting rights can be viewed
here: https://www.lupusalpha.com/institutionalinvestor/service/?L=1

www.lupusalpha.com
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Reporting
Reporting on our sustainable investment activities is part of our fiduciary responsibility. In
order to create transparency for our stakeholders,
we report on our activities and significant developments annually in our sustainability report. This
also includes our engagement activities, which
can be found here: https://www.lupusalpha.com/
institutional-investor/service/?L=1
For our dedicated sustainability strategies, we
integrate ESG key figures into the regular fund/
mandate-related reporting.

Reporting

As an example, please refer to the fact sheets
of the following three mutual funds, which can
be accessed on our homepage:
• L upus alpha Sustainable Convertible Bonds
• Lupus alpha Sustainable Smaller
Euro Champions
• Lupus alpha Sustainable Smaller
Pan European Champions
Further relevant information on sustainability
issues can be found on our sustainability website: www.sustainability.lupusalpha.com

www.lupusalpha.com
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Organisation
The overall responsibility for the creation, development and monitoring of this policy rests
with Lupus alpha’s CEO. For the relevant asset
classes and within the individual teams, the
respective CIOs, who are also members of the
Executive Committee (EC), are responsible for
implementing the Responsible Investing Policy,
together with the ESG team. In day-to-day business, the respective portfolio managers are
responsible for the ESG analysis of individual
securities and portfolios.

Organisation

•
•
•
•
•

 ommunications
C
Compliance
Portfolio Management
Risk Management
Other departments for ad hoc topics

The environment for sustainable investment
is developing dynamically, and regulatory
changes are also an important influencing factor.
Therefore, this policy is reviewed annually
and adjusted if needed. Our aim is to respond
promptly to important issues in the interests
of our stakeholders and to address them in our
processes.

The ESG team is appointed every two years
by the EC. In addition to the chairman of the
team from Product Management, the following
departments are currently represented:

www.lupusalpha.com
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Contacts & Credits

CONTACTS

Sustainability Officer
Michael Lichter
Telephone: +49 69 365058-7452
Michael.Lichter@lupusalpha.de

Sustainability Officer
Simona Papenbrock
Telephone: +49 69 365058-7261
Simona.Papenbrock@lupusalpha.de

CEO
Ralf Lochmüller
Ralf.Lochmueller@lupusalpha.de

CREDITS
Lupus alpha Asset Management AG
Speicherstraße 49–51
60327 Frankfurt am Main
Telephone: +49 69 365058-7000
Fax:
+49 69 365058-8000
E-mail:
service@lupusalpha.de
Supervisory Board and Executive Board
Dr. Oleg de Lousanoff, Supervisory Board Chairman
Ralf Lochmüller, CEO
Dr. Götz Albert, CIO
Michael Frick, CFO
Responsible for content
Executive Board
www.lupusalpha.com

