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ESG – SDG - ENGAGEMENT 

The Korea Reunification fund falls under Article 8 of the SFDR regulations ("light green 

investments"), i.e. it promotes, among other things, environmental or social characteristics, 

provided that the companies in which it invests respect good governance practices. 

The analysis of corporate governance factors is qualitative and considers elements such as the 

diversity of the Board of Directors, its independence, experience, turnover, ability to direct 

corporate strategy, employee relations and compliance with legal and tax requirements. 

It is possible that some of these companies may not be able to publish a sustainability report 

or make a disclosure to account for sustainability in relation to the Environmental and Social 

component.  If this occurs, engagement will be carried out, with the aim of improving both 

the sustainability culture and processes within the investee company and its reporting 

processes.  

Believing that engagement is the most powerful tool to spread sustainability processes among 

small companies, we will try to generate added value by offering companies insights and 

knowledge sharing in relation to ESG investments. Indeed, NicheAM considers this direct 

engagement an essential part of the investment process: engaging with companies on ESG 

issues enables them to improve their fundamentals in the medium to long term.   

All engagement activities with investee companies, through e-mails, videocalls and meetings, 

will be archived through an integrated analysis report. Engagement objectives for each 

investee company will be set and periodically reviewed, together with progress towards 

achieving them.  

A proprietary ESG scoring system will be used for the integrated analysis, which may also 

leverage ESG data from third parties, including Thomson Reuters, to identify all relevant ESG 

factors within the investee's industry. 
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Examples of environmental and social factors covered by direct engagement with investee 

companies include workplace conditions, access to healthcare, workforce diversity and 

inclusion, improved sustainability reporting, land use, water and waste management, use of 

renewable energy and supply chain focus on working conditions and sustainability issues. 

The Fund seeks to invest primarily in securities issued by companies that make a positive 

impact instrumental in achieving the 17 Sustainable Development Goals ("SDGs") as defined 

by the United Nations ("UN"): (1) No Poverty, (2) Zero Hunger, (3) Good Health and Well-

being, (4) Quality Education, (5) Gender Equality, (6) Clean Water and Sanitation, (7) 

Affordable and Clean Energy, (8) Decent Work and Economic Growth, (9) Industry, Innovation 

and Infrastructure, (10) Reduced Inequality, (11) Sustainable Cities and Communities, (12) 

Responsible Consumption and Production, (13) Climate Action, (14) Life Below Water, (15) 

Life On Land, (16) Peace, Justice, and Strong Institutions, (17) Partnerships for the Goals. 

As mentioned in the previous section, in line with its Responsible Investment Policy Niche AM 

applies an exclusion policy to investments in companies exposed to armaments, tobacco and 

fossil fuels. Investments will therefore be excluded in: 

o companies involved in the production, sale or storage of uranium weapons; 

o companies involved in the production or sale of anti-personnel mines and cluster bombs 

prohibited by the Oslo and Ottawa treaties; 

o companies generating revenues in excess of 10% of total revenues from arms; 

o Companies that generate revenues in excess of 10% of total revenues from tobacco; 

o Companies with revenues exceeding 10% of total revenues from thermal coal; and 

o companies that generate revenues in excess of 10% of total revenues from upstream 

oil. 
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VALUATION GAP REPORT 

At the launch of the fund, and on an annual basis, NicheAM will provide a document assessing 

the the market valuation of the Fund’s portfolio and its intrinsic value.  The document is 

published on the website of the Investment Manager at the launch of the Fund and by the 

end of the first quarter in each subsequent year.  If the valuation gap changes significantly 

during the year, the Investment Manager will provide an update that will be published on its 

website.   

Line-by-line application methodology 

The fundamental upside of each individual stock in the portfolio at the time of the analysis 

will be presented based on a consistent approach. Taking into account the weight of each 

individual security, the overall upside of the portfolio will be calculated. 

Korea Reunification in the portfolio will be valued using a strict value approach. 

Korea Reunification company is based on a target Price/Earnings in a range varying from 6x, 

8x, 10x and 12x. The starting Equity base for the calculation of the intrinsic value is calculated 

according to the balance sheet structure with “cash or debt free”.  So, in all the cases the Price 

Earnings target has been calculated according to a financial structure free of debt and cash. In 

terms of cash, the return of financial investments to shareholders, difference between trade 

receivable and trade payables and customer advances will be taken into consideration. If 

company’s earnings base has been strongly impacted by Covid19 pandemic, normalized net 

income pre pandemic will be used. Otherwise, Price Earnings 2020 has been used. 

 

Source: NicheAM 

For the financial companies (banks and insurance) is based on 1-time tangible book value 

which is considered to be fair in view of the strong balance sheets of companies and the 

profitability trend.  


































