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The following environmental and social characteristics were promoted by the Fund: 

 

Environmental Characteristics 

• Biodiversity and the environment  

 

Social characteristics 

• Ethical marketing and pricing practices  

• Health and Safety  

• Product Safety and Integrity  

 

Performance in relation to these environmental and social characteristics was measured through the use of an 

exclusion list and third-party ESG data analysis.�
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As part of the investment process, the AIFM considered a variety of sustainability indicators to measure the environmental 
and social characteristics promoted by the Fund. These sustainability indicators are as follows: 

(i) Exclusion List 

To ensure that the environmental and social characteristics promoted by the Fund were attained, the AIFM applied specific 
investment exclusions when determining what investments to make as part of the portfolio construction. 

The AIFM adhered to the Norges Bank observation and exclusion of companies list (the "Exclusion List"), ensuring that 
the Fund did not invest in companies in contravention of the Exclusion List. The Exclusion list can be found at 
https://www.nbim.no/en/the-fund/responsible-investment/exclusion-of-companies  

(ii) Third-party ESG data analysis 

In addition to integrating the aforementioned Exclusion List into the portfolio construction process, the AIFM measured 
portfolio companies using information provided by a third-party ESG data provider which allocated a specific ESG rating to 
company holdings in the Fund and investee companies that the AIFM was looking at as potential investments (the "ESG 
Rating").  

Investee companies were assigned a value creation score where the company’s resilience to long-term industry material 
environmental, social and governance risks forms part of the value score through the use of third party ESG ratings. Industry 
ESG leaders were positively impacted, whereas laggards were negatively impacted in the AIFM's value creation score. 

This ESG Rating measured an investee company’s resilience to long-term industry material environmental, social and 
governance risks. A rules-based methodology was used to identify companies that are (i) industry leaders (ii) average or (iii) 
laggards, according to their exposure to ESG risks and how well they manage those risks relative to peers.  

The AIFM also tracked and reported on the performance of the above sustainability indicators namely, (i) the adherence to 
the Exclusion List applied to the Fund; and (ii) the ESG Rating.  

These sustainability indicators were used to measure the attainment of each of the environmental and social characteristics 
promoted by the Fund. 

The table below shows the weighted performance for the positions held in the Fund by the ESG Rating for the reference 
period. 
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The AIFM believed the ESG ratings had limited impact on the performance of the Fund during the reference period. 
The investee companies categorised as "Not Classified" were the worst performing bucket, but these companies had 
lower market capitalisation on average and a higher exposure to biotech. Both small/mid-caps and biotech 
significantly underperformed the rest of the healthcare market during the reference period. 
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N/A – this is the first reference period. 
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N/A – the Fund did not commit to holding sustainable investments.  
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N/A – the Fund did not commit to holding sustainable investments. 
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N/A - the Fund did not commit to holding sustainable investments. 
N/A – the Fund did not commit to holding Taxonomy aligned investments. 
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The Fund employs a market neutral strategy to profit by capitalising on the mis-pricings of securities or financial 

instruments within the global healthcare sector. The Fund aimed to hold a minimum of 80% of equity investments 

that were aligned with the environmental or social characteristics promoted by the Fund, measured as the 

absolute value of the exposure to aligned long and short equity investments relative to the gross equity exposure. 

A company was considered aligned with the environmental and social characteristics of the Fund if the company 

was not on the aforementioned Exclusion List and if the AIFM was able to obtain the third party ESG-rating. The 

ESG-rating impacted the portfolio weight by punishing laggards and rewarding winners in our scorecard model 

which was used as input to the Funds investment portfolio process. 

The proportion of investments aligned with the environmental and social characteristics promoted by the Fund 

during the reference period was: 

• 88% of the equity long positions; 

• 98% of the short equity positions; and 

• 93% of equity exposure relative to gross equity exposure. 

The Fund held 90% in cash and money market funds. This high proportion of cash is a result of the market neutral 

investment strategy employed by the Fund. When including cash and money market funds on a gross basis, the 

portion of assets that were aligned with the environmental or social characteristics promoted by the Fund during 

the reference period were 50% (on a gross exposure basis).  

This figure was calculated as follows: 
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Notwithstanding that the cash and money market funds would not be considered aligned with the environmental 

and social characteristics promoted by the Fund, retaining such positions is critical to the Fund achieving its 

market neutral investment strategy. 
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What was the share of investments made in transitional and enabling activities? 
 
N/A – the Fund did not commit to holding Taxonomy-aligned investments.  
 
How did the percentage of investments that were aligned with the EU Taxonomy compare with 
previous reference periods?  
 
N/A – the Fund did not commit to holding Taxonomy-aligned investments. 
 
What was the share of sustainable investments with an environmental objective not aligned with 
the EU Taxonomy?  
 

N/A – the Fund did not commit to holding Taxonomy-aligned investments.  
 
What was the share of socially sustainable investments?  
 
N/A – the Fund did not commit to holding Taxonomy-aligned investments.  
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What was the share of sustainable investments with an environmental objective not aligned with 
the EU Taxonomy?  
 

N/A – the Fund did not commit to holding Taxonomy-aligned investments.  
 
What was the share of socially sustainable investments?  
 
N/A – the Fund did not commit to holding Taxonomy-aligned investments.  
 
What investments were included under “other”, what was their purpose and were there any 
minimum environmental or social safeguards? 
 
“Other” included the remaining investments of the Fund which were neither aligned with the environmental 
or social characteristics, nor qualified as sustainable investments. This “Other” section in the Fund 
included companies that were not well covered by third party ESG rating agencies, thereby reducing the 
AIFMs visibility on ESG matters in respect of these companies. Typically newer and smaller market 
capitalization companies fall into this category.  
 
The “Other” section in the Fund also included cash that was held for a number of reasons that the AIFMfelt 
was beneficial to the Fund, such as, but not limited to, achieving risk management, and/or to ensure 
adequate liquidity and hedging. 
 
A lack of disclosure and visibility on ESG matters impacted the capital allocation towards this “Other” 
segment but the investee companies that comprise the "Other" were not strictly excluded from the Fund 
as the AIFM believed there were mis-pricings that could be capitalised on within this segment. 
 
As noted above, the Fund was invested in compliance with the Exclusion List, on a continuous basis. The 
AIFM believes that compliance with the Exclusion List prevents investments in companies that breach 
environmental and/or social minimum standards and ensures that the Fund can successfully promote its 
environmental and social characteristics. By adhering to the Exclusion List, the AIFM ensured that robust 
environmental and social safeguards were in place. 
 
What actions have been taken to meet the environmental and/or social characteristics during the 
reference period?  
 
The Fund was managed in-line with the investment objective and the following actions were taken:  
 
(i) Exclusion List:  
To ensure that the environmental and social characteristics promoted by the Fund were attained, the Fund 
applied the Exclusion List referenced above, which placed limitations on the investable universe.  
 
(ii) Integrating third-party ESG analysis: 
In addition to integrating the aforementioned Exclusion List into the portfolio construction process, the 
AIFM measured all portfolio companies using the aforementioned ESG Rating. The ESG Rating was used 
to measure the environmental and social characteristics promoted by the Fund.  
 
As noted above, this ESG Rating was designed to measure an investee company’s resilience to long-term 
industry material environmental, social and governance risks. A rules-based methodology was used to 
identify companies that were (i) industry leaders (ii) average or (iii) laggards, according to their exposure 
to ESG risks and how well they manage those risks relative to peers.  
 
Investee companies were assigned a value creation score where the company’s resilience to long-term 
industry material environmental, social and governance risks forms part of the value score through the 
use of third party ESG ratings. Industry ESG leaders were positively impacted, whereas laggards were 
negatively impacted in the AIFM’s value creation score. 
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  How did this financial product perform compared to the reference benchmark?  
 

N/A – the Fund did not designate a reference benchmark the purpose of attaining the environmental or 
social characteristics promoted.  

 
How does the reference benchmark differ from a broad market index? 
 
N/A  
 
How did this financial product perform with regard to the sustainability indicators to determine the 
alignment of the reference benchmark with the environmental or social characteristics promoted? 
 
N/A 
 
How did this financial product perform compared with the reference benchmark?  
 
N/A 
 
How did this financial product perform compared with the broad market index?` 
 
N/A 
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