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1. Introduction 

This positioning statement explains our sustainable investment approach for sovereigns and shall apply to LGT Capital Partners Developed Mar-
kets Sustainable Fixed Income Products (LGT CP DM SFI).  

We at LGT CP DM SFI apply an integrated sustainability investment process that considers environmental, social and governance (ESG) criteria in 
all investment decisions. With our integrated approach, we not only take into account – to the best of our knowledge – the external effects that 
economic activity financed by our investments have on society and the environment. We are also convinced that we improve the overall risk/re-
ward assessment of our investments. Our investment strategies are a reflection of relevant laws, our values and internationally recognized 
standards such as the UN Global Compact principles. Through our sustainable investing approach, we therefore invest in issuers that have an 
outstanding track record meeting our ESG criteria, thus contributing to the 2030 UN Agenda for Sustainable Development while also creating 
value and financial returns in the long-term.  In 2021 LGT Capital Partners joined the Net Zero Asset Manager Initiative, an international group of 
asset managers committed to supporting the goal of net zero greenhouse gas emissions by 2050 or sooner, in line with global efforts to limit 
warming to 1.5 degrees Celsius. 

For sovereign issuers in particular the implementation of the Paris Agreement in 2015 requires economic and social transformation in order to 
achieve the sovereign goals committed to substantially reduce global greenhouse gas emissions. We support this transformation process and in 
order to achieve greater impact, we place great focus on proceed bonds within our investment strategy for sustainable funds. 

Overall, our ESG assessment is as fundamental as our traditional risk assessment in the investment decision-making process. Based on this as-
sessment, the resulting sustainability country rating helps us as the main framework in addition to the traditional credit metrics to identify risks 
and opportunities. For instance, CO2 intensity, corruption levels or public spending for education are indicators in our country sustainability 
rating.  

The sustainability assessment for countries is divided into two steps: 

Step 1: We apply exclusion criteria as described in Section 2  

Step 2: within the remaining universe we focus on positive investment opportunities as described in Section 4 of this document.  
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2. Position on applied exclusions  
2.1 Human and political rights 

Sovereigns are above all responsible for ensuring the well-being for their populations. As responsible investors, we hold sovereign Issuers 

responsible when they are involved in severe and systematic violations of human rights. Therefore, LGT CP DM SFI will not invest in any 

sovereigns i.e. oppressive regimes that fail to uphold and protect the most basic of human and political rights. Our assessment on Oppres-

sive Regimes is supported by SDG 16 – to promote peaceful and inclusive societies for sustainable development and is based on the crite-

ria as outlined below: 

2.1.1 Freedom status 

Any country that is classified as ‘not free’ using the Freedom House assessment1 is excluded from the investment universe.  

2.1.2 Press freedom 

Any country with a World Press Freedom Index2 reading above 50 is excluded from the investment universe.  

2.1.3 Human rights 

Any country that has not ratified or implemented in equivalent national legislation at least half of the core International Human 

Rights Treaties according to the OHCHR3 is excluded from the investment universe. 

2.2 UN sanctions 

The use of mandatory sanctions is intended to apply pressure on a State or entity to comply with the objectives set by the Security Council 

without resorting to the use of force. The UN sanctions list is maintained by the United Nations member countries and organizations to 

eliminate terrorism and weapons proliferation, oppose human rights violations or violations of international treaties, money laundering 

and deliberate destabilization of sovereign countries, and drug trafficking, etc.  

Countries that are subject to sanctions under Article 41 of the UN security council shall be excluded from the investment universe.  

2.3 Corruption 

Any country with a Transparency International Corruption Perception Index4 reading below 40 shall be excluded from the investment 

universe. 

2.4 International cooperation 

Any country that is considered a “Jurisdiction with strategic AML/CFT deficiencies” by the FATF5 or is not a signatory of the  

• Paris Agreement6 

• UN convention on Biological Diversity7 

• The eight fundamental conventions identified in the International Labour Organisation’s declaration on Fundamental Rights 

and Principles at Work8 

is excluded from the investment universe.  

 
1 https://freedomhouse.org/report/freedom-world 
2 https://rsf.org/en/ranking 
3 https://www.ohchr.org/en/core-international-human-rights-instruments-and-their-monitoring-bodies 
4 https://www.transparency.org/en/cpi/2021 
5 https://www.fatf-gafi.org/ 
6 https://unfccc.int/process-and-meetings/the-paris-agreement/the-paris-agreement 
7 cbd.int 
8 https://www.ilo.org/global/standards/introduction-to-international-labour-standards/conventions-and-recommendations/lang--en/index.htm 
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2.5 Armaments 

Any country where the military budgets exceeds 4% of GDP, or that is not a signatory to the following international conventions or treaties 

regarding certain types of military weapons is excluded: 

• Treaty on the Non-Proliferation of Nuclear Weapons 

• Comprehensive Nuclear-Test-Ban Treaty 

• Convention on the Prohibition of the Development, Production, Stockpiling and use of Chemical Weapons and on their Destruction 

• Convention on the Prohibition of the Development, Production and Stockpiling of Bacteriological (Biological) and Toxin Weapons 

and on their Destruction 

• Convention on Cluster Munitions 

• Anti-Personnel Landmines Convention 

2.6 Governance 

Good governance is crucial for countries to foster economic growth and helping to create open and socially cohesive societies. We there-

fore screen countries using the six Worldwide Governance Indicators (WGI) developed and maintained by the World Bank9. The individual 

indicators are Voice and Accountability, Political Stability and Absence of Violence/Terrorism, Government Effectiveness, Regulatory Qual-

ity, Rule of Law, and Control of Corruption. 

Any country where the arithmetic average of all six WGIs does not exceed -0.59 or any single WGI is smaller than -1.00 is excluded. 

3. Considerations on sovereigns using death penalty  

The death penalty, also known as capital punishment, is a controversial and widely debated topic. According to the Death Penalty Information 

Center, more than 70% of the world’s countries have abolished capital punishment in law or practice. In recent years there has been a clear 

trend away from capital punishment. The U.S remains an outlier among is close allies and other democracies in its continued application of the 

death penalty. It is worth mentioning that international law does not prohibit the death penalty, however, most countries consider it a violation 

of human rights.  

Countries using death penalty are not excluded. Having not abolished death penalty nevertheless results in a negative impact on a country’s 

sustainability rating, depending on the prevalence of the use of it.  

4. Position on positive screening   

For the investable universe that remains LGT CP has developed a positive screening methodology for countries. It considers the political stability 

and institutional framework as well as aspects related to social development, the preservation of natural resources and equally weights the 

environmental and social dimensions.  

We apply 20 KPIs focusing on fundamental issues with E, S&G factors. Each KPI is assigned a score based on LGT CP’s propriety scoring algorithm. 

The performance is assessed against the closest peer group for most KPIs, with the exception of governance, which is measured against the 

whole universe. The KPI scores are then aggregated into overall scores for E, S and G themes separately. These are then further combined to 

form an overall ESG score for the security. The sustainability country rating helps us as the main indicator in addition to the traditional credit 

metrics (debt levels) to identify risks and opportunities that are not yet factored in the current prices and are expected to impact tax income, 

solvency and in the end spreads negatively. 

5. Position on use of proceeds instruments 

Use of proceeds instruments such as Green, Social and Sustainable Bonds are assigned for investments in projects with a positive environmental 

or social impact. We invest actively in such instruments and have developed a dedicated methodology for assessing and evaluating this asset 

class. We firstly assign an ESG score to the issuer and then apply specific eligibility criteria to the use of proceeds instrument.  

The eligibility criteria for inclusion entails the compliance with an appropriate framework such as the ICMA Green Bonds principles for Green 

Bonds as well as the requirement for a second party opinion. In addition, we evaluate for each Sustainable Bond framework the ESG aspects of 

the underlying project.  

 
9 https://www.worldbank.org/en/publication/worldwide-governance-indicators 
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If the criteria are met the investment may receive an uplift to its ESG score. The sovereign’ exclusions criteria mentioned in Section 3 also apply 

for use of proceeds instruments.   

6. Position on sustainable-linked instruments 

Sustainable linked bonds as opposed to green, social and sustainable bonds do not focus on the use of proceeds but on the issuer’s ESG strategy 

and therefore require a separate assessment. Whilst issuers of such bonds commit explicitly to future improvements in sustainability outcomes 

within a predefined timeline proceeds are intended to be used for general purposes. We actively invest in such instruments and have developed 

a methodology similar to our sustainable bond assessment where we apply an uplift on the internal ESG rating, however the uplift is assessed on 

the bond and not on the issuer. Our assessment requires a second party opinion, credible sustainability related targets (KPIs) and identifies 

whether the issuer’s products and services meet on ore more of the 6 environmental objectives in line with the EU Taxonomy.  
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Important information 
This marketing material was issued by LGT Capital Partners Ltd., Schuetzenstrasse 6, CH-8808 Pfaeffikon, Switzerland and/or its affiliates (here-
after “LGT CP”) with the greatest of care and to the best of its knowledge and belief. LGT CP provides no guarantee with regard to its content 
and completeness and does not accept any liability for losses which might arise from making use of this information. The opinions expressed in 
this marketing material are those of LGT CP at the time of writing and are subject to change at any time without notice. If nothing is indicated to 
the contrary, all figures are unaudited. This marketing material is provided for information purposes only and is for the exclusive use of the re-
cipient. It does not constitute an offer or a recommendation to buy or sell financial instruments or services and does not release the recipient 
from exercising his/her own judgment. The recipient is in particular recommended to check that the information provided is in line with his/her 
own circumstances with regard to any legal, regulatory, tax or other consequences, if necessary with the help of a professional advisor. This 
marketing material may not be reproduced either in part or in full without the written permission of LGT CP. It is not intended for persons who, 
due to their nationality, place of residence, or any other reason are not permitted access to such information under local law. Neither this mar-
keting material nor any copy thereof may be sent, taken into or distributed in the United States or to U. S. persons. Every investment involves 
risk, especially with regard to fluctuations in value and return. Investments in foreign currencies involve the additional risk that the foreign cur-
rency might lose value against the investor's reference currency. It should be noted that historical returns and financial market scenarios are no 
guarantee of future performance. 


