
ANNEX II 

Template pre-contractual disclosure for the financial products referred to in Article 8, paragraphs 1, 2 

and 2a, of Regulation (EU) 2019/2088 and Article 6, first paragraph, of Regulation (EU) 2020/852  

Sustainable 
investment 
means an 
investment in an 
economic activity 
that contributes to 
an environmental 
or social 
objective, 
provided that the 
investment does 
not significantly 
harm any 
environmental or 
social objective 
and that the 
investee 
companies follow 
good governance 
practices. 

Product name: Global High Yield 
Fund 

Legal entity identifier: 549300BUDV40JA07H774 

Environmental and/or social characteristics 

Does this financial product have a sustainable investment objective? 

☐ Yes ☒ No

☐ It will make a minimum of
sustainable investments with an
environmental objective: ___%

☐ It promotes Environmental/ Social (E/S)
characteristics and while it does not have as its
objective a sustainable investment, it will have a
minimum proportion of ___% of sustainable
investments

The EU 
Taxonomy is a 
classification 
system laid down 
in Regulation 
(EU) 2020/852, 
establishing a list 
of 
environmentally 
sustainable 
economic 
activities. That 
Regulation does 
not lay down a list 
of socially 
sustainable 
economic 
activities.  
Sustainable 
investments with 
an environmental 
objective might 
be aligned with 
the Taxonomy or 
not.  

☐ in economic activities that
qualify as environmentally
sustainable under the EU
Taxonomy

☐ with an environmental objective in economic
activities that qualify as environmentally
sustainable under the EU Taxonomy

☐ in economic activities that do
not qualify as environmentally
sustainable under the EU
Taxonomy

☐ with an environmental objective in economic
activities that do not qualify as
environmentally sustainable under the EU
Taxonomy

☐ with a social objective

☐ It will make a minimum of
sustainable investments with a
social objective: ___%

☒ It promotes E/S characteristics, but will not make
any sustainable investments

What environmental and/or social characteristics are promoted by this financial product? 

The environmental characteristics considered by the Fund include, but are not limited to, toxic 
and carbon emissions, material sourcing and land use, product waste and water stress. The 
social characteristics considered by the Fund include, but are not limited to, health and safety, 
nutrition, product and chemical safety and quality and workforce and community management. 

No reference benchmark has been designated for the purposes of attaining the above 
characteristics promoted by the Fund. 



 

 

Sustainability 
indicators 
measure how the 
environmental or 
social 
characteristics 
promoted by the 
financial product 
are attained. 

 
 What sustainability indicators are used to measure the attainment of each of the 

environmental or social characteristics promoted by this financial product? 

  The Investment Adviser uses the following indicators to measure the attainment of each of the 

characteristics promoted by the Fund:  

Environmental Factors: 

• Toxic and Carbon Emissions: Percentage of operations with high/moderate/low carbon 

and toxic emission intensity and policies in place to manage/reduce emissions. 

• Environmental Opportunities: Degree to which the company is investing in renewable 

energy, clean technology and green building. 

• Material Sourcing / Land Use: Evaluation of practices used by company in natural 

resource extraction and associated depletion thereof, controversial sourcing. 

• Product Waste: Percentage of operations in businesses with high reliance on 

production of or use of packaging materials, consideration of regulation and recycling. 

• Water Stress: Water intensity of business, location of operations in high/moderate/low 

water stress areas. 

• Financing Environmental Impact: Potential credit or reputational risks resulting from 

indirect exposure to environmental concerns facing borrowers. 

• Climate Change Vulnerability: Percentage of premiums derived from Property & 

Casualty (P&C ) insurance lines, risks to insured exposure to geographies vulnerable 

to climate change effects, and integration of climate change risks into product strategy 

and risk management. 

 

Social Factors: 

• Health / Safety / Nutrition: Risk and management of health and safety-related issues 

that can lead to accidents causing production disruption, litigation, liabilities etc, 

nutritional evaluation of product portfolio. 

• Product Safety & Quality: Evaluation of product and/or chemical safety as it relates to 

issues such as recalls, controversies, adverse effects on human health and the 

environment, percentage of revenues facing elevated product/service quality risks 

(vulnerable populations, government, public services), percentage of retail & consumer 

lending in loan portfolio. 

• Human Capital & Community Management: Ability to adequately motivate, 

compensate, retain and manage workforce, high-reliance on skilled workers, 

jurisdictional & community relationships, supply chain labour standards, percentage of 

operations in business segments with high/moderate/low levels of employee 

specialization, education, and qualification needs, and levels of compensation per 

employee. 

• Privacy & Data Security: Does business require collection or handling of sensitive 

personal data, cost and frequency of data breaches. 

• Access (Healthcare, Communications, Finance): Access to healthcare; strong/weak 

access to internet, phone etc, opportunity to increase access to finance, extent to which 

companies take advantage of opportunities for growth and strengthening their 

reputation in developing countries and underserved markets. 

• Insuring Health & Demographic Risk: Exposure to product lines and geographies facing 

emerging health risks, major demographic shifts, integration of risks into risk 

management and product strategy. 

• Responsible Investment: Potential for competitive disadvantages in attracting ESG-

related assets or asset depreciation due to ESG investment risks. 

 

 What are the objectives of the sustainable investments that the financial product partially 
intends to make and how does the sustainable investment contribute to such objectives?  

  Not applicable as the Fund does not intend to make sustainable investments.  



 

 

 

 How do the sustainable investments that the financial product partially intends to 
make, not cause significant harm to any environmental or social sustainable 
investment objective?  

  

 

 Not applicable as the Fund does not intend to make sustainable investments. 

 

 
—  How have the indicators for adverse impacts on sustainability factors been taken 

into account?  

Principal adverse 
impacts are the most 
significant negative 
impacts of  
investment decisions 
on sustainability 
factors relating to 
environmental, social 
and employee  
matters, respect for 
human rights, anti‐
corruption and anti‐
bribery matters. 

 
 Not applicable as the Fund does not intend to make sustainable investments. 

 
—  How are the sustainable investments aligned with the OECD Guidelines for 

Multinational Enterprises and the UN Guiding Principles on Business and Human 
Rights? Details:  

 
 

 
Not applicable as the Fund does not intend to make sustainable investments. 

 
 

 
 

 
 

 The EU Taxonomy sets out a “do not significant harm” principle by which Taxonomy-
aligned investments should not significantly harm EU Taxonomy objectives and is 
accompanied by specific EU criteria.  

The “do no significant harm” principle applies only to those investments underlying the 
financial product that take into account the EU criteria for environmentally sustainable 
economic activities. The investments underlying the remaining portion of this financial 
product do not take into account the EU criteria for environmentally sustainable economic 
activities. 

Any other sustainable investments must also not significantly harm any environmental or 
social objectives. 

 

Does this financial product consider principal adverse impacts on sustainability 
factors? 

 ✓ Yes, the Investment Adviser considers principal adverse impacts on sustainability 
factors by combining internal analysis of the Fund's holdings and third-party 
data against all mandatory indicators in Table 1 of SFDR Annex 1 and selected 
optional indicators in Table 2 and 3 of SFDR Annex 1.  

The principal adverse impacts on sustainability factors are considered as part 
of the Investment Advisor’s proprietary ESG scoring methodology and as such, 
the indicators are reviewed at regular intervals or when newly reported 
information becomes available. 

Consideration of principal adverse impacts on sustainability factors will be 
confirmed as part of the periodic reporting disclosed in the annual report.  

 ☐ No  

 What investment strategy does this financial product follow?  

 The Fund seeks to achieve its overall objective by investing the majority of the assets of the 
Fund in a portfolio of US dollar denominated public and private issued high-yield fixed 
income securities, such as fixed interest rate corporate bonds and Rule 144A securities 
(including Rule 144A securities which have not been issued with an undertaking to register 
them with the U.S. Securities and Exchanges Commission, provided that they are eligible 
investments for the Fund). The Fund may also invest globally in public and private issued 
high-yield fixed income securities, such as fixed interest rate corporate bonds.  



 

 

The Fund seeks to add value primarily through value identification, downside protection, and 
risk diversification. Investment ideas are generated through internal research efforts, which 
are supplemented by external sources. 

The Fund will invest in companies or issuers that are consistent with the manager's Policy 
on Responsible Investing which takes account of environmental, social, and corporate 
governance ("ESG") criteria. 

In order to meet the environmental and social characteristics promoted, the manager 
incorporates internally generated ESG scores to the selection of underlying assets as part 
of its investment decision making process for the Fund.  ESG scores are assigned to each 
instrument covered and incorporated into each instrument’s overall assessment. 

The Investment Adviser uses a proprietary ESG scoring model to assess current holdings 
and potential investments on a forward looking basis. This proprietary methodology draws 
on a range of data sources to provide a consistent framework across the universe of issuers, 
incorporating frequent rating updates. It also has the ability to identify companies in transition 
to better ESG scores. 

This proprietary methodology is combined with rigorous fundamental research and manager 
subsequently screens investments incorporating the environmental and social 
characteristics described. As a result of this analysis, the lowest scoring ESG issuers are 
excluded from consideration for investment, and these exclusions can be applied at both an 
issuer and sector level. All holdings incorporate this commitment to environmental and social 
characteristics, with the exception of currency hedging instruments and cash. 

 

 

 

The investment 
strategy guides 
investment  
decisions based on 
factors such as 
investment  
objectives and risk 
tolerance. 

 
 

What are the binding elements of the investment strategy used to select the 
investments to attain each of the environmental or social characteristics 
promoted by this financial product? 

In order to meet the environmental and social characteristics promoted, the Investment 
Adviser incorporates internally generated ESG scores to the selection of underlying 
assets as part of its investment decision making process for the Fund. ESG scores are 
assigned to each instrument covered and incorporated into each instrument’s overall 
assessment. 
 
The Investment Adviser uses a proprietary ESG scoring model to assess current 
holdings and potential investments on a forward-looking basis. This proprietary 
methodology draws on a range of data sources to provide a consistent framework 
across the universe of issuers, incorporating frequent rating updates. It also has the 
ability to identify companies in transition to better ESG scores.  
 
ESG Scoring: 
This proprietary methodology is combined with rigorous fundamental research and the 
Investment Adviser subsequently screens investments incorporating the environmental 
and social characteristics described. As a result of this analysis, the lowest scoring ESG 
issuers are excluded from consideration for investment, and these exclusions can be 
applied at both an issuer and sector level. Companies that score lower than 3, according 
to the propriety methodology, are deemed to have an ESG profile that is unfit to be 
included in the strategy’s opportunity set and therefore would not make it into the 
portfolio of the Fund. All holdings incorporate this commitment to environmental and 
social characteristics, with the exception of currency hedging instruments and cash. 
 
Benchmarking: 
The Fund utilises the ICE BofA Merrill Lynch Global High Yield USD Hedged Index for 
its benchmark.  The strategy strives to have similar or better scores than this benchmark 
for the following metrics: MSCI ESG Quality Score, MSCI ESG Rating, MSCI Carbon 
Risk Category, and MSCI Controversies score.   
 
A further set of fixed exclusion criteria is in place to exclude companies or issuers from 
consideration for investment where their revenue is significantly derived from products 



 

 

that are considered unsuitable for the Fund for example, cluster munitions, anti-
personnel mines, nuclear weapons outside of the Treaty on the Non-Proliferation of 
Nuclear Weapons, biological weapons or chemical weapons. 
 
 

 What is the committed minimum rate to reduce the scope of the investments 
considered prior to the application of that investment strategy?  

Not applicable as there is no committed minimum rate to reduce the scope of 
investments. 

 
 

Good governance 
practices include  
sound management 
structures,  
employee relations, 
remuneration of  
staff and tax 
compliance. 

 What is the policy to assess good governance practices of the investee 
companies?  

  
The companies in which investments are made follow good governance practices and 
the Investment Adviser invests in companies based on an evaluation of the board 
structure, management and business ethics.  
 
The Investment Adviser selectively (dependent upon the sector of the company) scores 
the following governance factors for every company invested in: 
 

• Board Evaluation: Factors include CEO/chairman independent, entrenched 
board, board member experience, the presence of key committees (audit, 
compensation, etc.). 

• Management Evaluation: Factors include management tenure, relevant 
experience, compensation & incentives. 

• Business Ethics: Risk and history of ethics issues such as fraud, corruption, 
misconduct, instability, etc; anticompetitive practices; preventative measures 
against such problems. 

• Financial System Instability: Extent to which companies may face enhanced 
regulatory scrutiny from contributions to systemic risk in financial markets; risk 
oversight, governance, commitments to ethical standards. 

• Regulatory / Legal Track Record: History of regulatory, legal, and compliance 
issues. 

 
In order to actively support good governance, the Investment Adviser engages with 
issuers through an escalation process when issuers have a change in one or more ESG 
factors that may result in a reduced ESG rating. For lower rated ESG scores, the 
Investment Adviser will also carry out further due diligence and company engagement 
to better underwrite the ESG factors. Engagement with management regarding ESG 
practices comes primarily through discussion regarding key ESG factors that the 
Investment Adviser views as having a meaningful impact on their business / credit 
profile. 
 

 

What is the asset allocation planned for this financial product?  

Asset allocation 
describes the  
share of  
investments in  
specific assets. 
 

 In accordance with the binding elements of the investment strategy, 95% of investments 
made will be aligned to the E/S characteristics, whilst the remaining 5% will be cash, cash 
equivalents and hedging instruments. 
 



 

 

 
 

#1 Aligned with E/S characteristics includes the investments of the financial product 
used to attain the environmental or social characteristics promoted by the financial 
product. 

#2 Other includes the remaining investments of the financial product which are neither 
aligned with the environmental or social characteristic, have no minimum environmental 
or social safeguards, nor are qualified as sustainable investments. 

 
 

Taxonomy-aligned 
activities are 
expressed as a 
share of: 

— turnover 
reflecting the 
share of revenue 
from green 
activities of 
investee 
companies 

— capital 
expenditure 
(CapEx) showing 
the green 
investments 
made by investee 
companies, e.g. 
for a transition to 
a green economy.  

— operational 
expenditure 
(OpEx) reflecting 
green operational 
activities of 
investee 
companies. 

  

 
 How does the use of derivatives attain the environmental or social 

characteristics promoted by the financial product?  

 Not applicable as derivatives are not used to attain the environmental or social 
characteristics. 

  

 

   

Enabling activities 
directly enable 
other activities to 
make a substantial 
contribution to an 
environmental 
objective. 

 

To what minimum extent are sustainable investments with an environmental 
objective aligned with the EU Taxonomy?  



 

 

 
 

0% 

   

 

 

 

 

 

 

Transitional 
activities are 
activities for which 
low-carbon 
alternatives are not 
yet available and 
among others have 
greenhouse gas 
emission levels  
corresponding to 
the best 
performance. 

 
The two graphs below show in green the minimum percentage of investments 

that are aligned with the EU Taxonomy. As there is no appropriate methodology 

to determine the Taxonomy-alignment of sovereign bonds*, the first graph 

shows the Taxonomy alignment in relation to all the investments of the financial 

product including sovereign bonds, while the second graph shows the 

Taxonomy alignment only in relation to the investments of the financial product 

other than sovereign bonds. 

  

* For the purpose of these graphs, ‘sovereign bonds’ consist of  all sovereign 

exposures 
 

 

  
 

What is the minimum share of investments in transitional and enabling 
activities? 

  0% 

What is the minimum share of sustainable investments with an environmental 
objective that are not aligned with the EU Taxonomy?  

 are  
sustainable 

investments with an 
environmental 
objective that do  
not take into  
account the criteria 
for environmentally 
sustainable  
economic activities 
under the EU 
Taxonomy. 

 0% 

 

 

What is the minimum share of socially sustainable investments?  

0% 

 

 

What investments are included under “#2 Other”, what is their purpose and 
are there any minimum environmental or social safeguards? 

 The investments included under "#2 Other" are cash, cash equivalents and hedging 
instruments which are not subject to environmental and/or social screening or any 
minimum environmental or social safeguards. Cash and cash equivalents do not 
affect the promoted environmental and / or social characteristics of the Fund.  The 
assessment of issuers and of counterparties for cash and hedging instruments 
focusses on the creditworthiness of these parties, which can be impacted by 
sustainability risks. 
 

 

0%

100%

1. Taxonomy-alignment of investments 
including sovereign bonds*

Taxonomy-aligned

Other investments

0%

100%

2. Taxonomy-alignment of investments 
excluding sovereign bonds*

Taxonomy-aligned

Other investments



 

 

 

 Is a specific index designated as a reference benchmark to determine 
whether this financial product is aligned with the environmental and/or 
social characteristics that it promotes?  

Reference 
benchmarks are 
indexes to measure 
whether the 
financial product 
attains the 
environmental or 
social 
characteristics that 
they promote. 

  No. There is no specific index designated as a reference benchmark to 
determine whether the Fund is aligned with the environmental and/or social 
characteristics that it promotes. 

  
 How is the reference benchmark continuously aligned with each of the 

environmental or social characteristics promoted by the financial 
product? 

   
Not applicable. There is no specific index designated as a reference 
benchmark to determine whether the Fund is aligned with the environmental 
and/or social characteristics that it promotes.  

  
 How is the alignment of the investment strategy with the methodology 

of the index ensured on a continuous basis? 

  
Not applicable. There is no specific index designated as a reference 
benchmark to determine whether the Fund is aligned with the environmental 
and/or social characteristics that it promotes.  

 
 How does the designated index differ from a relevant broad market 

index? 

  
Not applicable. There is no specific index designated as a reference 
benchmark to determine whether the Fund is aligned with the environmental 
and/or social characteristics that it promotes.  

 
 Where can the methodology used for the calculation of the designated 

index be found? 

  Not applicable. There is no specific index designated as a reference 
benchmark to determine whether the Fund is aligned with the environmental 
and/or social characteristics that it promotes.  

 

 

  
Where can I find more product specific information online? 

 
More product-specific information can be found on the website: 

   https://www.principalam.com/eu/about-us/esg 

 

 

www


