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1.

Introduction

Twelve Capital’s business is impacted by the challenges of climate change and other factors related to
sustainable development. Twelve’s objective is to bring its independent, specialist expertise to unlock
and exploit the potential to deliver sustainable investment returns in line with client’s investment goals
and to ensure that its client’s capital is put to good use. Twelve is committed to investing in a responsible
way by integrating environmental, social and governance factors alongside commercial and financial
factors, during its investment due diligence, analysis and ongoing monitoring process.
Twelve’s ESG investment approach serves as a guiding principle for investment decisions and ensures
that the core values are integrated into investment practices and individual behaviours.
This Policy outlines Twelve’s ESG investment approach and how ESG factors are incorporated into the
Group’s investment process. Twelve’s ESG investment process has been designed to support its
Corporate ESG strategy and its commitments as a signatory to the UN Principles for Responsible
Investment (UNPRI). The process also seeks to address regulatory developments, such as the
transparency requirements introduced by EU Regulation 2019/2088 on Sustainability-Related
Disclosures in the Financial Services Sector (the “SFDR”).

2.

Tackling the Climate Change Challenge

For financial service providers such as Twelve, climate change is relevant in two ways. Firstly, it can
impact the performance of funds and mandates under management directly, as climate change makes
extreme weather events less predictable and potentially more destructive. Secondly, financial service
providers have an important role to play in combating climate change by reorienting capital flows to
move towards a low-carbon and more climate-resilient economy. Business partners, the public, and
policy makers assign financial institutions significant responsibility in achieving this goal. As part of an
industry that identifies and measures risks, Twelve can contribute to sustainability by investing in
insurance providers actively supporting society’s adaption and increased resilience to climate change,
plus the transition to a circular economy. For this reason, Twelve analyses the companies that are part
of its portfolios and sponsors of Insurance-Linked Securities, such as Cat Bonds, to assess the
robustness of the risk management in place regarding the physical and transition risks of climate
change, and their contribution to developing an economic system that reduces these risks.

3.

Investment Philosophy

Twelve Capital offers investment opportunities within the insurance sector with a focus on climate
sustainability. The Firm’s investment philosophy is distinctively active and its investment expertise
covers the entire insurance balance sheet which includes the following core investment strategies:

4.

ESG Incorporation into Twelve Capital’s Investment Process

Twelve’s network of (re-) insurance relationships, industry expertise, and in-depth proprietary research
processes enables the Firm to screen and assess relevant environmental, social and governance
aspects to systematically integrate them into the investment analysis. The quantitative and qualitative
insights are fed into the asset allocation process and may lead to the exclusion of securities linked to
certain business activities and industry sub-sectors that have a detrimental impact on the environment
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or society. When addressing ESG considerations within investment analytics Twelve has sought from
the outset:
−
−
−
−
−

Integration with pre-existing analytics frameworks;
Consistent application across separate asset classes;
Delivery of clear, verifiable and transparent outcomes at an individual investment level;
An approach that helps drive improved portfolio management decisions; and
A framework that supports compliance of funds and mandates with relevant regulatory disclosure
rules plus Twelve Capital’s own ESG commitments.

Twelve Capital looks at the ESG related risk elements as part of the investment due diligence and
analysis with ultimate oversight from the Investment Oversight Committee (IOC). These are
assessments based on E, S, or G factors that could impact the sustainable value of an investment.
The ESG Rating is an internal sustainability score produced by Twelve Capital’s proprietary ESG Rating
Framework, developed to assess the ESG aspects of an asset, and provide a meaningful output that
can be built into investment decisions.
Twelve Capital’s view on ESG sustainability looks across the “corporate”, “investment”, and “liability”
elements of insurance companies, to understand how the company operates but also where it puts its
capital to use in both its investments and what risks it decides to insure. This broad view across
companies allows for a more holistic view on the impact a company will have on sustainability.
As part of the analysis, Twelve Capital considers both the “Issuer” and the “Instrument”. This allows
Twelve to determine how a company is positioned in relation to a forward looking ESG stance as well
as taking into account where the capital provided by the instrument is specifically utilised. At one end
there are equities, where the “instrument” is fully aligned with the “issuer”, so it is appropriate to lean
fully on the issuer score, whereas for an instrument such as a Cat Bond it is relevant to additionally take
into account what the Cat Bond is covering, i.e. where the capital is utilised in case of an insured event.

5.

Data and Analytics employed

Assessment of the ESG Rating draws upon both internal expertise and analytics, as well as partnering
with an ESG expert data provider.
Twelve believes its pre-existing analytics capabilities have added significant value to much of the ESG
analysis. For example in relation to the physical impacts of climate change on North Atlantic hurricane
activity. Another example would be the regular assessments Twelve makes on insurance company
management and corporate strategy as part of its credit and equity analysis framework. The ESG Rating
Framework builds upon these processes to provide a broader and more granular view of the effect an
investment has on sustainability (i.e. environmental, social and governance) factors.
However, for certain components of the analysis, where for example Twelve is lacking necessary data,
the Firm supplements its work with data provided by a specialist ESG rating agency. The third-party
data provider was actively selected based upon criteria including the coverage of its ratings within the
insurance sector, plus the transparency and completeness of its data and analysis.
Together, both the internal and external analysis draws upon resources such as work from the
Intergovernmental Panel on Climate Change. It also considers the performance of potential investments
against a wide variety of recognised international standards such as the UN’s Global Compact and
Sustainable Development Goals, the Principles for Responsible Investment (PRI) and the Principles for
Sustainable Insurance (PSI).
The analytics process at Twelve has always embedded substantial and regular engagement with the
businesses into which managed funds invest, company meetings totalling in the hundreds annually.
These regular contacts support the gathering of additional data that can be used to refine and review
ESG assessments. It should be noted, however, that many (re-) insurance companies, particularly nonEuropean, are still in the process of, or are only starting out on developing their own data gathering and
reporting procedures to include the broad spectrum of ESG elements that investors seek. Even with
regular engagement, Twelve expects there to be a period of time before the full range of reliable ESG
data is available for every company in the investment universe. In the meantime, Twelve uses its
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knowledge of the industry, combined with comparable peer data where relevant, to make reasonable
estimates to fill in missing data.

6.

Establishing the eligible Investment Universe

Analysis of a security from the perspective of its ESG Rating is only relevant if it is eligible for inclusion
within Twelve’s investment universe. An ESG Exclusion List Policy is maintained by the Firm’s
Compliance function and governs the eligibility of securities for managed funds and mandates.
If a security is included on the Exclusion List it is ineligible for investment, meaning Twelve would not
proceed with any potential investment. Furthermore, if a security is already held within funds or
mandates, for example if Exclusion Criteria previously did not apply, then Twelve will use commercially
reasonable endeavours to remove the security from identified funds or mandates within 10 business
days, while acting in the investors’ best interests. Conversely, if Exclusion Criteria cease to apply, the
security shall be removed from the Exclusion List, rendering the security eligible for potential
investment.
Securities may be included on the ESG Exclusion List if exclusion criteria are met i.e. Twelve confirms
following the use of commercially reasonable endeavours that their issuer or sponsor:
−

−

−

Is in breach of any of the ten United Nations Global Compact principles. These ensure investments
considered for portfolios do not breach established fundamental responsibilities across the areas
of human rights, labour, environment and anti-corruption; or
Is directly involved in Controversial Weapons, the definition of which includes at time of writing:
chemical, biological, nuclear, cluster, blinding laser, depleted uranium, white phosphorous
weapons, land mines and weapons using non-detectable fragments; or
Directly generates revenues estimated to be in excess of prescribed maximum percentage limits
from specified controversial environmental and/or social activities. For efficiency’s sake the full
detail is not included in this document, but for example, controversial environmental activity spans
issues including: coal, tar sands, and oil shale. Controversial social activity spans issues including:
pornography, high interest rate lending, gambling, tobacco, alcohol and conventional weapons.

In addition, major governance weaknesses identified by Twelve’s long-established credit and equity
analytics processes (e.g. evidence of corruption, illegal management activity and qualified audit
opinions) would also result in the non-approval of investments for portfolios.
Once a security is confirmed as eligible for investment (i.e. is not included on the Exclusion List), then
the ESG Sustainability Impact analysis becomes relevant.

7.

The Sustainability Assessment

The ESG Sustainability assessment is calculated on each security as part of the analytics framework
Twelve Capital applies to individual investment opportunities. The Sustainability measure is an
assessment of the potential an investment has in supporting or harming sustainability factors, for
example by enabling individuals to insure their homes against severe weather events or, conversely,
by facilitating the insurance of polluting industries.
The assessment covers each of the E, S and G pillars across a predetermined question set. The
questions are grouped into heads of analysis covering a number of topics: corporate governance,
insurance activity, humans’ rights and resources, customer treatment, community involvement,
business integrity, and management and corporate strategy.
Each question is answered for each security using a structured set of possible answers, thereby
supporting consistency in approach. Answers drive a score for every individual head of analysis which
are first weighted and then aggregated for each E, S and G pillar. Weightings for each head of analysis
within the framework have been assigned according to Twelve’s view on its materiality to the overall
pillar assessment.
The typical factors that drive a favourable ESG Rating assessment may include the following examples:
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−
−
−
−
−

A strong qualitative view by Twelve of company management and corporate strategy, indicating the
potential for leadership in climate change mitigation and/or adaptation
An underwriting portfolio that focusses on delivering environmental and societal resilience to its
customers;
No involvement in environmental, social, or governance controversies;
Public sustainability commitment through signing and implementation of recognised international
standards;
An investment strategy that clearly embeds environmental and social considerations into asset
allocation decisions.

The individual E, S and G pillars are combined on a weighted basis to arrive at the overall ESG score
for an issuer with a scale from 0% (i.e. low sustainability) to 100% (i.e. high sustainability). This
combination involves a majority weight being assigned to the Environment pillar, the remainder split
evenly between Social and Governance. These weightings have been assigned according to Twelve’s
view on the materiality of each pillar to the final ESG Rating assessment, in the context of the global
insurance industry.
While for the issuer level analysis Twelve Capital takes a view on a number of ESG related areas of
analysis, for the instrument level analysis the focus is entirely on what the instrument is covering from
a “line of business” approach so that the ultimate destination of the capital can be taken into account.
The weighting between issuer and instrument is different for different asset classes, and has been
calibrated to give meaningful dispersion as well as a focus on what the sustainability rating of a particular
asset is.

8.

ESG Investment Oversight and Responsibilities

Sound stewardship in managing assets and aligning them with ESG is of paramount importance to
Twelve and its clients. The Group shares the responsibility to uphold the principles of the ESG
Investment Approach and invests in Twelve’s Employees to develop ESG capabilities, so that all can
strive to incorporate ESG factors into their daily work.
Twelve’s Investment Oversight Committee (IOC) delegates maintenance of the Exclusion List to the
Compliance team in line with the ESG Investment Policy. The Investment Oversight Committee is also
responsible for monitoring Twelve’s ESG Investment approach and Stewardship activities.

9.

Promotion of ESG through Stewardship

Twelve Capital commits to act as a good steward of assets managed on behalf of its clients. The Firm
recognises that clients expect alignment of Twelve’s approach with their own investment beliefs, policies
and guidelines. Twelve Capital seeks to be an active investor by encouraging good governance and a
high standard of corporate practices as well as environmental and social aspects.
All investment strategies at Twelve embed engagement with the businesses into which managed funds
invest, through meetings, calls and DDQs. Twelve is committed to the inclusion of ESG matters on
company meeting agendas in order that this regular contact supports:
−
−
−

10.

The ongoing refinement and review of the ESG assessment across all asset classes;
The operation of the Firm’s Exclusion List Policy; and
Twelve’s ability to meet another of the PRI’s investment principles i.e. that in relation to active
ownership, these meetings providing an appropriate forum to engage with companies on ESG
issues.

Transparency on ESG

Twelve continues to review its ESG Investment approach. The Firm’s ESG Investment Policy is
reviewed regularly and will be updated as and when needed. The Policy is published on the website
and is updated on a regular basis. Asset-class and/or fund specific ESG investment guidelines can be
made available upon request.
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Disclaimer
This material has been prepared by Twelve Capital AG, Twelve Capital (UK) Limited, Twelve Capital
(DE) GmbH or their affiliates (collectively, “Twelve Capital”). This material has been furnished solely
upon request and is intended for the recipient personally and may not be reproduced or otherwise
disseminated in whole or in part without prior written consent from Twelve Capital. It is expressly not
intended for persons who, due to their nationality or place of residence, are not permitted access to
such information under local law as the product may not be authorised or its offering may be restricted
in certain jurisdictions. It is the responsibility of every investor to satisfy himself as to the full observance
of such laws, regulations and restrictions of the relevant jurisdiction. This is an advertising document.
This information was produced by Twelve Capital to the best of its knowledge and belief. However, the
information herein may be based on estimates and may in no event be relied upon. All information and
opinions contained in this document are subject to change without notice. Twelve Capital’s analyses
and ratings, including Solvency II compliance analysis, Twelve Capital’s Counterparty Credit Rating and
Twelve Capital’s Legal Rating, are statements of Twelve Capital’s current opinions and not statements
of fact. Source for all data and charts (if not indicated otherwise): Twelve Capital. Twelve Capital does
not assume any liability with respect to incorrect or incomplete information (whether received from public
sources or whether prepared by itself or not). This material does not constitute a prospectus, a
request/offer, nor a recommendation of any kind, e.g. to buy/subscribe or sell/redeem investment
instruments or to perform other transactions. The investment instruments mentioned herein involve
significant risks including the possible loss of the amount invested as described in detail in the offering
memorandum(s) for these instruments which will be available upon request. Investments in foreign
currencies involve the additional risk that the foreign currency might lose value against the investor's
reference currency. Investors should understand these risks before reaching any decision with respect
to these instruments. The information does not take account of personal circumstances and therefore
constitutes merely promotional communication, and not investment advice. Consequently, Investors are
advised to take all necessary legal, regulatory and tax advice on the consequences of an investment in
the product. Past performance is no indication or guarantee of future performance. The performance
shown does not take account of any commissions and costs associated with subscribing to and
redeeming shares.
This material contains information about Twelve Capital and its products as at the date of this material.
The information contained herein is of a general nature and does not purport to be complete or contain
all the information that an investor should consider when making an investment decision nor does it
contain all the information which would be required in a disclosure document or prospectus prepared in
accordance with the requirements of the Australian Corporations Act 2001 (Cth) ("Corporations Act").
To the maximum extent permitted by law, Twelve Capital makes no representation or warranty (express
or implied) as to the accuracy or completeness of the information contained herein and disclaims all
responsibility and liability for the information (including without limitation, liability for negligence). This
material is for information purposes only and is not a prospectus, disclosure document, product
disclosure statement or other offering document under Australian law or any other law (and will not be
lodged with the Australian Securities and Investments Commission (“ASIC”)). The material is not and
should not be considered an offer or an invitation to subscribe for or acquire securities or any other
financial products. The material is available to persons who are "wholesale" investors (as defined in
sections 708 and 761G of the Corporations Act). Determination of eligibility of investors for the purposes
of the Offer is by reference to a number of matters, including legal requirements and the discretion of
Twelve Capital. To the maximum extent permitted by law, Twelve Capital disclaims any liability in
respect of the exercise of that discretion or otherwise. The distribution of this material in other
jurisdictions outside Australia may also be restricted by law and any such restrictions should be
observed. Any failure to comply with such restrictions may constitute a violation of applicable securities
laws. By accepting this material you represent and warrant that you are entitled to receive such material
in accordance with the above restrictions and agree to be bound by the limitations contained herein.
This material contains certain “forward looking statements”. Forward looking statements can generally
be identified by the use of words such as, “expect”, “anticipate”, “likely”, “intend”, “should”, “could”,
“may”, “believe”, “forecast”, “estimate”, “target” “outlook” and other similar expressions and include, but
are not limited to, indications of, or guidance or outlook on, future earnings or financial position or
performance of the funds or Strategies mentioned. The forward-looking statements contained in this
material are not guarantees or predictions of future performance and involve known and unknown risks
and uncertainties and other factors, many of which are beyond the control of Twelve Capital, and may
involve significant elements of subjective judgement and assumptions as to future events, which may
or may not be correct. There can be no assurance that actual outcomes will not differ materially from
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these forward-looking statements. A number of important factors could cause actual results or
performance to differ materially from the forward-looking statements, including the risk factors set out
in this material. Investors should consider the forward-looking statements contained in this material in
light of those disclosures and not place reliance on such statements. The forward-looking statements
are based on information available at the date of this material. Except as required by law or regulation,
Twelve Capital undertakes no obligation to provide any additional or updated information whether as a
result of new information, future events or results or otherwise. Indications of, and guidance or outlook
on, future earnings or financial position or performance are also forward looking statements. Twelve
Capital does not guarantee any particular rate of return or performance nor does it guarantee the
repayment of capital invested or any particular tax treatment.
This is marketing material in the meaning of MiFID II.
This is a marketing material in the meaning of FIDLEG.
Note to EEA investors: when distributed in the EEA, this information has been distributed by Twelve
Capital (DE) GmbH in accordance with the terms of its authorisation and regulation by the
Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin).
Note to US investors: Neither this information nor any copy thereof may be sent, taken into or distributed
in the United States or to any U.S. person (within the meaning of Regulation S under the US Securities
Act of 1933, as amended). The products and services described herein may not be offered to or
purchased directly or indirectly by US persons.
Twelve Capital AG is licensed as "Manager of collective investment schemes" by the Swiss regulator
FINMA. Twelve Capital AG is incorporated in Switzerland, registered number 130.3.015.932-9,
registered office: Dufourstrasse 101, 8008 Zurich. Twelve Capital (UK) Limited is incorporated in
England & Wales: company number 08685046, registered office: Moss House, 15-16 Brook’s Mews,
London, W1K 4DS. Twelve Capital (UK) Limited is authorised and regulated by the UK Financial
Conduct Authority and is registered as a commodity pool operator (“CPO”) with the U.S. Commodity
Futures Trading Commission (“CFTC”) and is a member of the National Futures Association (the “NFA”)
in such capacity. Such registrations and membership in no way implies that the FCA, the CFTC or the
NFA have endorsed Twelve Capital (UK) Limited’s qualifications to provide the advisory services
described in this document. Twelve Capital (DE) GmbH is authorised and regulated by the
Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin) in Germany. Twelve Capital (DE) GmbH is
incorporated in Munich, Germany, commercial register number (registry court: Munich) HRB 252423,
registered office: Theatinerstrasse 11, 80333 Munich.
© 2022 Twelve Capital. All Rights Reserved
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