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PRINCIPLE ADVERSE IMPACTS

1.1 BACKGROUND
In alignment with the European Union (“EU”) Sustainable Finance Disclosure Regulation (“SFDR”) 2019/2088, Brummer Multi-
Strategy AB is identified as a financial market participant through its role in managing Brummer Multi-Strategy Master (“BMS Master”) 
and Brummer Multi-Strategy UCITS (“BMS UCITS”) as financial products that are both in scope of SFDR. BMS Master and BMS 
UCITS are multi-strategy investment vehicles that allocates to absolute return strategies managed by Sub-Investment Managers in 
the Brummer & Partners group. 

Brummer Multi-Strategy AB has opted to take so called “Principal Adverse Impacts” (“PAIs”) on sustainability factors into account in its 
investment decisions, including disclosing how it identifies, prioritises, and manages PAIs. Brummer Multi-Strategy AB  acknowledges 
that the SFDR Regulatory Technical Standards (“RTS”), that are expected to come into force on 1 January 2023 will require disclosure 
in accordance with a pre-defined template by 30 June each year for the previous annual reporting period. 

Regardless of the implementation status of the RTS, Brummer Multi-Strategy AB is, since the implementation of SFDR in March 
2021, taking PAIs on sustainability factors into account in its investment decisions. This report therefore constitutes Brummer Multi-
Strategy AB’s inaugural PAIs disclosure document, as a best effort to comply with SFDR for the reference period 10 March 2021 
to 31 December 2021.

1. Principal Adverse Impacts
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APPROACH TO THE PAIS

In order to consider potential PAIs on sustainability factors, Brummer Multi-Strategy AB has developed a Due Diligence Process, 
prioritised certain PAIs, and updated its Responsible investment (“RI”) policy as well as its Shareholder engagement policy to  formalise 
its approach. 

The RI-policy outlines Brummer Multi-Strategy AB’s methodology for the:
• Due diligence policy governing the identification and prioritisation of PAIs including responsible business conduct codes and 

internationally recognised standards for due diligence and reporting.
• Description of identified PAIs and actions taken or planned in relation to these.
• Shareholders engagement activities in accordance with Article 3g of Directive 2007/36/EC, if applicable and relevant.

2.1 IDENTIFICATION, PRIORITISATION AND MANAGEMENT OF PRINCIPAL ADVERSE IMPACTS
Brummer Multi-Strategy AB, together with the sub-Investment Managers, have in place a process in order to identify, prioritise and 
to introduce suitable actions regarding ESG risks and opportunities. Certain PAIs have been prioritised because they have been 
monitored as part of Brummer Multi-Strategy AB’s approach to RI since before the SFDR came into force and because they were 
overlapping with the SFDR RTS draft PAI as of February 2021 and later versions thereof.  

The following PAIs have been prioritised:
• United Nations Global Compact (“UNGC”) compliance – avoid long exposure 
• Controversial weapons – avoid long and short exposure
• Thermal coal exposure – avoid long exposure

2.1.1 Due Diligence Process
The cornerstone of the due diligence process is a quarterly screening. The screening process undergoes continuous development 
but have been in place for several years to ensure compliance with Brummer Multi-Strategy AB’s RI-policy. The aforementioned 
PAIs are key to the due diligence process.

United Nations Global Compact
Brummer Multi-Strategy AB performs quarterly screenings to identify any exposure to companies involved in violation of international 
norms and conventions regarding environmental protection, human rights, labour standards, and anti-corruption. These global norms 
are set out in international initiatives and guidelines such as the OECD Guidelines for Multinational Enterprises, the 10 principles of 
UNGC, the ILO Tripartite declaration of Principles concerning Multinational Enterprises and Social Policy and the Guiding Principles 
on Business and Human Rights. The screening process uses third-party data from an ESG research provider (ISS-ESG) where com-
panies that are in violation of these international norms, and therefore allegedly not in compliance with the 10 principles of UNGC, 
are identified. The UNGC broadly contextualises good corporate conduct and respect for basic human rights (1-2), labour rights 
(3-6), the environment (7-9) and anti-corruption (10). 

Any holdings that are flagged for norm-based violations are followed up by Brummer Multi-Strategy AB with the help of Brummer 
& Partners’ Sustainability team who engages with the relevant Sub-Investment Manager to get informed of any potential dialogues 
on the subject between the Sub-Investment Manager and the flagged company. The alleged norm violation is also recognised at 
the subsequent board meetings. Brummer Multi-Strategy AB expects the Sub-Investment Managers to avoid long investments in 
companies that are flagged for norm-based violations unless the Sub-Investment Managers can assess the reasons behind the 
company being flagged and confirm the rationale behind the investment decision to go long. It is Brummer Multi-Strategy AB’s view 
that such companies may introduce PAIs on sustainability factors. Short positions are however not avoided. Brummer Multi-Strategy 
AB may also undertake shareholder engagement activities in relation to identified UNGC issues.

2. Approach to the Principal 
Adverse Impacts
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APPROACH TO THE PAIS

Controversial weapons
Brummer Multi-Strategy AB has also identified that both long and short investments in companies which are directly involved in the 
development, production, maintenance or sale of illegal weapons and weapons that are considered controversial (such as cluster 
bombs, anti-personnel mines, biological and chemical weapons, and nuclear weapons) may have gross PAIs on several sustainability 
factors. Due to the impact, we have decided to put highest priority on avoiding these types of investments from all portfolios of BMS 
Master and BMS UCITS.  

Thermal coal
Brummer Multi-Strategy AB also screens for any thermal coal exposure via equities and corporate bond holdings in each underlying 
fund. We have identified that long positions in certain companies that are involved in thermal coal may introduce PAIs on environ-
mental sustainability factors, amongst others. For that reason, we have decided to avoid investments in companies that generate 
more than 5 percent of their revenue from the production of thermal coal, or derive more than 30 percent of their revenue from 
energy production based on coal. However, long positions in companies that for example significantly contribute to, or are expected 
to significantly contribute to, the transition towards renewable energy sources may be entered into on a case-by-case basis. If an 
underlying investment strategy has a long position in a thermal coal company, the Sub-Investment Manager needs to provide the 
reasoning behind the investment and a clarification of how the company is contributing to the transition towards renewables. Short 
positions in thermal coal companies are not avoided. 

The EU has on 4 February 2021 presented draft technical standards on e.g., relevant sustainability factors and PAI indicators. The EU 
has since published additional updated drafts and adopted versions as late as of 6 April 2022 which are expected to come into force 
on 1 January 2023. Brummer Multi-Strategy AB is analysing the standards, and is following the regulatory development. Brummer 
Multi-Strategy AB plans to implement the standards into its identification and prioritisation process, assessing the principal adverse 
impacts and suitable actions for relevant PAIs no later than the planned starting date for the reference period (presently 1 January 
2022). Later, the EU Taxonomy will also be included in this process. The PAIs will become an integrated part of our screening process. 
The exact impact and suitable actions needed for Brummer Multi-Strategy AB and for the Sub-Investment Managers are a part of the 
implementation process.
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PAI STATEMENT

FINANCIAL MARKET PARTICIPANT
BRUMMER MULTI-STRATEGY AB, LEI 213800GWQW3S3JI32H60

Summary
Brummer Multi-Strategy AB, LEI 213800GWQW3S3JI32H60, considers Principal Adverse Impacts (PAIs) of its investment 
 decisions on sustainability factors. The present statement is the consolidated statement on PAIs on sustainability factors of 
Brummer Multi-Strategy AB.

This statement on principal adverse impacts on sustainability factors covers the reference period from 10 March (the date on which 
PAIs were first considered) to 31 December 2021. 

Brummer Multi-Strategy AB, together with the Sub-Investment Managers, have in place processes to identify and prioritise PAIs, 
and to introduce suitable actions regarding ESG risks and opportunities. Certain PAIs have been prioritised, partly because they 
have been included in Brummer Multi-Strategy AB’s RI-policy and monitored since before the SFDR came into force, and partly 
because they are included in the SFDR RTS draft PAIs as of February 2021 and later versions thereof.

The following PAIs have been prioritised – along with suitable actions:
• United Nations Global Compact (“UNGC”) compliance – avoid long exposure 
• Controversial weapons – avoid long and short exposure
• Thermal coal exposure – avoid long exposure

Description of the principal adverse impacts on sustainability factors
Brummer Multi-Strategy AB has identified and prioritised certain PAIs which are included in this inaugural Principal Adverse Impact
Statement for the year 2021. Please note that Brummer Multi-Strategy AB strives to further develop its PAI Statements going 
forward to comply with the RTS and the SFDR, as soon as the regulatory requirements have been finalised. PAIs are measured for 
equities, corporate bonds and derivatives such as options, swaps and warrants where a single underlying issuer can be identified.

Share of investments is defined as long (+) and short (-) exposures expressed as percentage of Net Asset Value (“NAV”) for each 
of the two products in scope of this PAI Statement. By using leverage, the gross exposure (the sum of absolute values of long and 
short exposures) may be higher than the NAV. Leverage means using financial instruments or borrowed money to increase the 
invested amount and thereby increase the potential return of an investment.  

3. Principal Adverse Impact 
 Statement
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PAI STATEMENT

INDICATORS APPLICABLE TO INVESTMENTS IN INVESTEE COMPANIES

Adverse 
sustaina bility 
indicator Metric Impact 2021 Explanation

Actions taken, and actions planned 
and targets for the next reference 
period

UNGC 
 compliance

Share of 
 investments  
Long / Short

BMS Master:
0.17% / -0.42%

BMS UCITS:
0.32% / -0.62%

Defined as a 
company involved in 
verified  violation of 
 inter national norms 
according to the 
ISS-ESG Norms 
Based-Research 
service.

As a result of portfolio changes in BMS 
Master and BMS UCITS, as well as portfolio 
changes by the Sub-Investment Managers, 
the exposure was reduced to 0% by the end 
of 2021 and no other action was warranted. 
Brummer Multi-Strategy AB will continue to 
screen for any exposure and engage with the 
Sub-Investment Managers to ensure  effective 
management of any potential  exposure that 
may not be in compliance with the UNGC. 
Brummer Multi-Strategy AB will also strive 
to participate in shareholder engagement 
activities over the next reference period, to 
enhance and  collaboratively manage this PAI.

Controversial 
 weapons

Share of 
 investments  
Long / Short

BMS Master:
0.00% / -0.00%

BMS UCITS:
0.00% / -0.00%

Defined as a company 
with verified involve-
ment in anti-personnel 
mines, biological 
weapons,  chemical 
weapons, cluster 
munitions, depleted 
uranium, and nuclear 
weapons, accord-
ing to the ISS-ESG 
Controversial Weapons 
Research service.

No exposure warrants no action.

Thermal coal Share of 
 investments 
Long / Short

BMS Master:
0.00% / -0.04%

BMS UCITS:
0.00% / -0.00%

Defined as a company 
that derives more than 
5% of their revenue 
from the production 
of thermal coal, or 
derive more than 30% 
of their revenue from 
energy (electricity) pro-
duction based on coal.

Short exposure is not avoided, no action 
needed.

Description of policies to identify and prioritise principal adverse impacts on sustainability factors 
Brummer Multi-Strategy AB’s  RI-policy outlines its approach to PAIs. The RI-policy is updated at least annually under the oversight 
of the Sustainability team, the Compliance team and the Risk manager of Brummer Multi-Strategy AB, and is finally approved 
by the Board of Brummer Multi-Strategy AB. The latest version of the RI-policy was approved on 14 December 2021. Brummer 
Multi-Strategy AB engages ISS-ESG as a service provider and research expert to assess and assist the monitoring of investee 
companies, in order for Brummer Multi-Strategy AB to take relevant actions in relation to the prioritised PAIs. The reported metrics 
are based on ISS-ESG’s Norm-Based Research, Controversial Weapons Research as well as Energy & Extractives data which 
includes data on corporate issuers. To the greatest extent possible, ISS-ESG obtains information directly from corporate issuers. 
Sources of data collection include annual reports, regulatory filings, sustainability reports, press releases, investor presentations, 
company websites, and other company disclosures. Third-party information such as government sources, industry databases and 
reputable newspapers are cross-referenced as supplemental to company disclosures. ISS-ESG combines all these sources to 
assess corporate activity involvement and estimate revenues as accurately as possible based on the available disclosures. The PAI 
indicators in this report can have different reference timeframes, and are measured as an average of the four (4) quarters of the 
calendar year in terms of portfolio exposure. Due to point in time assessments of for example previous fiscal year revenues on an 
individual issuer, or statements made from such an issuer that has been subject to further qualitative analysis from ISS-ESG, the 
calculation of the PAIs therefore results in a non-quantifiable margin of error across all PAIs.  
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PAI STATEMENT

Engagement policies 
Brummer Multi-Strategy AB’s Shareholder engagement policy outlines its active ownership activities including on voting for BMS 
UCITS and dialogue with investee companies by Sub-Investment Managers and by Brummer Multi-Strategy AB itself. Brummer 
Multi-Strategy AB has procured proxy advisory research and voting recommendations that take UNGC compliance into account 
and may inform voting decisions using this research. Brummer Multi-Strategy AB encourages Sub-Investment Managers to be 
active in their own dialogue with investee companies, and has during 2021 evaluated opportunities to participate in collaborative 
engagement activities. As a result, Brummer Multi-Strategy AB joined collaborative engagement activities on norms based viola-
tions (for example relating to UNGC) and climate action during the first half of 2022. 

References to international standards 
Brummer Multi-Strategy AB views non-compliance with the UNGC as a PAI indicator, defined as verified violations of recognised 
international norms and standards on human rights, labour rights, the environment and anti-corruption such as for example ILO 
core conventions, UN conventions or OECD Guidelines for multi-national companies. 

Historical comparison 
Not applicable for this reporting period.
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