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1. Executive summary

Just over half a year after beginning our engagement with
binary PAls, we are already seeing the first successes. For
example, the number of binary PAls with a negative rating
has been reduced by an average of around 25%, giving us
reason to look to the future with confidence.

When it comes to our ESG ratings, we now also provide an
additional benchmark in the form of the “ESG leaders”,
which reflects the equally weighted ESG rating of all com-
panies achieving the best rating, A.

Bonafide Wealth Management AG, Hofle 30, 9496 Balzers, Liechtenstein, Tel: +423 388 00 30, info@bonafide-Itd.com, www.bonafide-Itd.com



June 2023

2. Thematic engagements

Improvement in the quality of ESG ratings

The quantity of available ESG ratings is not the only fac-
tor; their quality also plays a decisive role. For companies
which already have an ESG rating, we are therefore also
committed to improving the quality of the data provided.

In many of the meetings we held with managers last year,
we repeatedly called for improvements in ESG ratings.

Our portfolios in particular and the Fish & Seafood sector
in general showed a stable evolution compared to the
overall market. With a year-on-year improvement in their
ESG ratings of around 35%, Elanco Animal Health Inc.
achieved by far the strongest growth in the

Bonafide Global Fish Fund.

Engagement on binary PAls

As part of our efforts to consider the adverse impacts of
our investment activities under the Disclosure Regulation,
last year we conducted an engagement on binary PAls in
our investment universe.

The aim of the engagement was to draw the attention of
our investment universe in general to the growing im-
portance of PAls for the financial industry, and also to ini-
tiate improvements in binary PAls in particular.

In this context, we define binary PAls as all PAls that are
evaluated on the basis of a simple true/false assessment
and which therefore tend to offer less room for interpreta-
tion than PAls that are dependent on a reference value.

Binary PAls cover the following indicators:

e Exposure to companies active in the fossil fuel sector

¢ Violations of UN Global Compact principles and
Organisation for Economic Cooperation and Devel-
opment (OECD) Guidelines for Multinational
Enterprises

e Lack of processes monitoring UNGC and OECD
Guidelines compliance

¢ Investments in companies without carbon emission
reduction initiatives

¢ Investments in companies without water
management policies

e Natural species and protected areas

e Investments in companies without workplace
accident prevention policies

e Lack of a supplier code of conduct

e Lack of a human rights policy

e Lack of due diligence

In our investment universe as at October 2022, there were
a total of 479 breaches of the PAls listed above by 110
companies. We expect the number of violations to de-
crease significantly in the medium term.

The first evaluation in June 2023 shows that the respective
companies have already been able to reduce the number
of binary PAls with a negative rating by an average of
25%.

3. Collaborative
engagements

Signing of an investor letter for more sustainable agri-
cultural subsidies

Together with the FAIRR investor network, we have signed
an investor letter lobbying the G20 finance ministers to
design agricultural subsidies in a more sustainable manner.

The core demands of the investors to the G20 include:

e The use of a measurable, performance-based
framework to provide financial support to member
states and farmers to help with the cost of provid-
ing public goods or environmental services.

e Anendtoincentives prioritising the yield of certain
products at the expense of the climate and the en-
vironment and a shift to new monetary incentives
for sustainable agriculture.

ESG Scores

2.50

2.30

2.10

1.90

ll

170

1.50
Jun 22

Overall Market

Aug 22 Oct 22

Fish & Seafood Universe

Dec 22
Global Fish Fund

Feb 23 Apr 23 Jun 23
Global Fish Fund (pf-weighted) e=—ESG Leaders

Bonafide Wealth Management AG, Hofle 30, 9496 Balzers, Liechtenstein, Tel: +423 388 00 30, info@bonafide-Itd.com, www.bonafide-Itd.com


https://www.fairr.org/investor-statements/g20-agricultural-subsidies

June 2023

e  The decoupling of subsidies from production met-
rics for single commodity transfers with high
greenhouse gas emissions.

e Anincrease in the funding available for equitable
transition mechanisms, or funds to release the nec-
essary financial resources to support stakeholders
affected by reforms.

Support for the Business Coalition for a Global Plastics
Treaty

In order to prevent our oceans from becoming even more
polluted by plastic, in 2021 we signed an investor letter
calling on the United Nations to create an international
framework for a sustainable, circular economy for plastic.
The UN has since begun work to develop the concept, and
it is due to be completed by 2024.

In order to provide ongoing support for future treaty nego-
tiations, the investor letter we signed in 2021 has given rise
to the Business Coalition for a Global Plastics Treaty, in
which Bonafide is also involved as a supporter. The coali-
tion aims to provide a unified voice for companies, finan-
cial institutions and NGOs and represent their views in the
treaty negotiations.

The coalition will thus support the following key elements
in the negotiations leading up to 2024:

e Atimetable for phasing out problematic plastics

e Incentives for the expansion of the circular economy

e Mechanisms to ensure earmarked funding for the col-
lection and recycling of plastics after their use

e Tools to support implementation and monitor pro-
gress

The second round of negotiations was held in June 2023
within the framework of the United Nations. With 135 of
the 180 states present, a large majority spoke out in favour
of creating globally binding rules. A first draft treaty is now
expected for the third round of negotiations in November.

4. Company-specific
engagements

Company visits and meetings with
management

As active owners and responsible investors, we place par-
ticular importance on carrying out a detailed analysis of
the companies we invest in. This includes meetings with
management and on-site visits. In many cases, our overall
image and analysis may change if we have had the oppor-
tunity to visit the company in person and see how it oper-
ates. In particular, sustainability commitments are much
easier to understand on site. We report on all company vis-
its via our blog. In the reporting period, we held meetings
with numerous management teams, visited companies in
Norway and Chile and expanded our international network.

Below is an overview of the portfolio companies with which
we were in personal contact or visited during the reporting
period:

Portfolio-Unternehmen Treffen mit dem Unte.rneljmens-
Management besichtigung

Austevoll X

Akva X

Thai Union X

SalMar X

Bakkafrost X X
Nomad Foods X

Hofseth BioCare X

5. Conflicts of interest

In accordance with the existing legal provisions, Bonafide
prevents the occurrence of conflicts of interest and always
safeguards the interests of its funds. Only in exceptional
cases is a disclosure made to the funds, if a conflict of in-
terest cannot be prevented despite all available measures
having been taken.

No unresolved conflicts of interest arose during the report-
ing period.
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6. Exercising of voting rights

During the reporting period, Bonafide exercised voting rights in accordance with the requirements of the fund prospec-
tuses and the principles for exercising voting rights in the context of active ownership in conjunction with the funds as
follows. In general, we follow the recommendations of voting advisors, each of which is reviewed by Bonafide in relation
to the principles of active ownership and from which we may deviate in justified cases.

Voting behaviour at the level of the Bonafide Global Fish ~ Voting behaviour at the level of the Bonafide Investment
Fund Fund - Best Catches |
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Voting behaviour at the company level
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Legal notices

This publication is a marketing communication.

No offer

The information contained in this publication does not
constitute a solicitation, offer, or recommendation to ac-
quire or sell investment instruments, conduct other trans-
actions or to enter into any form of legal transaction. The
information in this publication shall not represent any
guidance for decisions. Please consult a qualified expert
be-fore making any investment decisions.

Sales restrictions

The content of this publication is not intended for persons
subject to a legal system which forbids the publication of
or access to the investment funds listed (due to the na-
tionality of the affected person, their place of domicile or
other reasons). Persons in possession of this publication
should inform themselves of any potential restrictions and
comply with these. In particular, the units of the invest-
ment funds described in this publication have not been
registered in accordance with the United States Securities
Act of 1933; accordingly, fund units may not be offered,
sold, resold or transferred, directly or indirectly, in or into
the United States of America, nor to or for the account or
benefit of citizens in the United States or persons residing
in the Unit-ed States, corporations or other legal entities
organised or administered under the laws of the United
States, except in combination with a transaction that does
not violate this law. The term “United States” comprises
the United States of America, all of its state, territories and
possessions, as well as all areas subject to its jurisdiction.

Risk warning

Please note that the value of an investment can both in-
crease and decrease. Past performance is no indication of
the future performance of investments. Foreign currency
investments are subject to addition-al currency fluctua-
tions. High-volatility investments can be subject to ex-
treme market fluctuations. These market fluctuations may
amount to the value of the invested amount or even sur-
pass this. The preservation of invested capital therefore
cannot be guaranteed.

Fund documents

The acquisition of investment funds should take place af-
ter carefully reviewing the corresponding sales prospectus
and previous annual report (and semi-annual report if this
is up to date) along with the usual legally applicable docu-
ments (regulations and contract conditions, statues and
simplified prospectus if applicable). These documents can
be obtained free of charge for the investment funds in
Liechtenstein listed in this publication from the IFM, Inde-
pendent Fund Management AG, Landstrasse 30, 9494
Schaan or from Bonafide Wealth Management AG, Hofle
30, 9496 Balzers.

No insurance or guarantee

All information provided by Bonafide Wealth Management
AG is com-piled with the greatest care. The information
and opinions published are provided by Bonafide Wealth

Management AG from reliable sources. Nevertheless, Bo-
nafide Wealth Management AG accepts no liability for the

accuracy, completeness and relevance of the information
contained in this publication. The content is subject to
change at any time, with Bonafide Wealth Management
AG under no obligation to update previously published in-
formation.

Disclaimer

To the extent permitted by law, Bonafide Wealth Manage-
ment AG shall not be liable for any losses or damages
(both direct and indirect damages and consequential dam-
ages) of any nature that arise in connection to the use of
this publication.

Additional information

Additional information about our publications is available at
http://www.bonafide-ltd.com/en. We will also be happy to pro-
vide additional information free of charge in paper format.

Responsible for the creation of this publication
Bonafide Wealth Management AG, Hofle 30, 9496 Balzers, Liech-
tenstein

Supervisory authorities

Bonafide Wealth Management AG is supervised by the Financial
Market Authority Liechtenstein (FMA), Landstrasse 109, P.O. Box
279, 9490 Vaduz, www.fma-li.li.
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