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FUND PERFORMANCE SUMMARY — Q4 2020

PROTEA UCITS II – ECO ADVISORS ESG 
ABSOLUTE RETURN FUND MTD QTD YTD Since 

Inception
F Class EUR (net of fees) -1.04% -2.05% 3.04% 4.72%
F Class GBP (net of fees) -1.00% -1.94% 3.72% 5.88%
F Class USD (net of fees) -0.91% -1.85% 4.08% 1.86%
P Class EUR (net of fees) -1.05% -1.96% 2.26% 2.26%

Inception dates: F Class EUR and F Class GBP - July 8th, 2019 
F Class USD - Oct 1st, 2019.   P Class EUR - Jan 6th, 2020 

Performance is shown net of all fees.  Source: ECO Advisors, FundPartner Solutions Europe (SA)

Monthly Performance (1yr) Jan 
2020 Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

F Class EUR (net of fees) 0.63% -0.67% 1.70% 1.23% -0.66% 0.87% 0.58% 0.63% 0.80% -1.18% 0.16% -1.04%

F Class GBP (net of fees) 0.72% -0.60% 1.85% 1.28% -0.63% 0.91% 0.61% 0.66% 0.86% -1.14% 0.20% -1.00%

The above figures are estimates, gross of fees. Source: ECO Advisors The above figures are estimates, gross of fees. Source: ECO Advisors
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PROTEA UCITS II – 
ECO ADVISORS ESG 
ABSOLUTE RETURN

MTD QTD YTD Since 
Inception

Gross Return -0.92% -1.73% 4.15% 6.30%

Long Contribution 3.51% 12.28% 8.80% 15.70%

Short Contribution -4.43% -14.01% -4.74% -9.31%

FX Hedging 0.00% 0.00% 0.09% -0.09%

ESG Portfolio Metrics Gross Performance Summary

Chart illustrates weighted average score of selected MSCI ESG key issue 
scores for both our long and short portfolios.    
Source: ECO Advisors, MSCI 

The above figures are gross estimates of the fund’s performance. 
Components may not sum due to compounding and rounding effects. 
Source: ECO Advisors
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PROTEA UCITS II – ECO ADVISORS ESG ABSOLUTE RETURN FUND 
PORTFOLIO PERFORMANCE AND ATTRIBUTION Q4 2020

Note: The above chart & data are based on gross factor attribution. Date range July 8th 2019 to December 31st 2020. Past performance is not a reliable 
indicator of future results. Data is internally generated and unaudited. Source: ECO Advisors, Bloomberg, MSCI 

FACTOR ATTRIBUTION SUMMARY

PERFORMANCE SUMMARY 
Over the quarter, the Fund’s GBP F class declined 
-1.9%, the EUR F class declined -2.0% and the USD 
F class declined -1.9%. 

GROSS ATTRIBUTION SUMMARY 
On a sector basis, Materials (-200bps) and 
Information Technology (-100bps) detracted, whilst 
Financials (+130bps) contributed. On a regional basis, 
North America (-240bps) and Latin America (-115bps) 
detracted, whilst Asia Pacific (+130bps) contributed.  
The long book contributed ca. +1230bps, whilst the 
short book detracted ca. -1400bps.

Having delivered positive performance in each of the 
first three quarters of 2020, the Fund ended down ca. 
-2.0% in Q4. We analyse performance drivers in more 
detail below.

Along with the significant rally in major equity 
benchmarks (MSCI World TR $ +14%), driven by the 
effects of continued monetary and fiscal stimulus 
combined with the unveiling of positive data in a 
number of key COVID-19 vaccine trials, we witnessed 
some historically unprecedented rotations into “out-of-
favour”, lower quality, highly cyclical and volatile 
companies and away from higher growth, high 
momentum and more quality oriented companies.  
Despite the extreme volatility of some of the moves 
(including the largest ever two day decline in global 
equity momentum stocks), the portfolio was largely 
immunised to the overall performance of these factors 
in aggregate, although it did not entirely escape the 
re-rating of some of the lowest “management quality” 
companies, particularly on the short side. Overall, 
factor exposures detracted a modest -15bps during 
the quarter, with headwinds coming from net short 
exposure to companies with lower profitability metrics 
(e.g. RoE) and a modest positive 
exposure to momentum, offset in 
part by positive performance from 
residual market beta exposure.

Despite the magnitude of market 
and factor returns during the 
quarter, the portfolio construction 
led to stock selection continuing to 
be the most significant driver of the 
strategy’s overall performance.  
A f te r a s ign i f i can t pos i t i ve 
contribution in the first three 
quarters of 2020, stock selection 
was also the primary detractor of 
returns in Q4 2020 (ca.-155bps). 

Although idiosyncratic in nature, we can nonetheless 
characterise this performance not directly attributable 
to factors into two themes: a clear investor preference 
for “low management quality” companies, and an 
active M&A environment with aggressive bid 
premiums. 

It was apparent in Q4 that companies with “lower 
quality” management were receiving a tailwind, and in 
many cases being significantly re-rated, especially in 
the US.   This was particularly evident in December, 
where we observed ESG laggards outperform ESG 
leaders across a broad array of sectors after a long 
period of underperformance. We have observed 
similar rotations of ESG performance in the past (for 
example in Q4 2019), none of which proved to be 
prolonged episodes.

Simultaneously, we have witnessed a substantial 
increase in corporate M&A activity in recent months.  
It is clear that M&A risk has been elevated, and that in 
some cases, regardless of valuation concerns, 
corporates are aggressively pursuing acquisitions.  
On the short side, we experienced two specific M&A 
events in Q4 which detracted from performance (ca. 
-100bps): Eaton Vance, which was acquired by 
Morgan Stanley, and Siltronic, which was acquired by 
Globalwafers.   On the long side, our position in 
Salesforce underperformed in Q4 after announcing an 
acquisition.  

C o m p a n i e s a c q u i r i n g w e a k e r a n d o f t e n 
underperforming companies in their sector, while 
paying substantial premiums for acquisitions, has 
been a headwind for the s t rategy in Q4.  
Consequently, we have taken steps to mitigate this 
risk, which we discuss in more detail in the Q4 market 
commentary section below.
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PROTEA UCITS II – ECO ADVISORS ESG ABSOLUTE RETURN FUND 
PORTFOLIO PERFORMANCE SUMMARY Q4 2020 (CONT.)

LONG PORTFOLIO - SIGNIFICANT CONTRIBUTORS
> BUNGE (+45%) The US food and agribusiness 

company gained in Q4 on the back of a strong 
earnings report and a raised FY2020 profit forecast.  
Many favourable trends are expected to continue, 
such as strong global demand for vegetable oil from 
the growth of biofuels. The report also included a 
91% jump in adjusted Q3 profit as strong soy 
processing margins and robust demand for soy 
products boosted its core agribusiness segment.  
Bunge leads its peers in a number of key ESG areas 
including sustainability and risk management in its 
sourcing of soft commodities such as soy and palm 
oil.

> EVERGREEN MARINE (+165%) The Taiwan based 
container shipping firm gained as global container 
shipping saw strong momentum, with end-demand 
and freight rates both staying firm, while supply-side 
discipline remained intact. The recent completion of 
a five-year bond issuance totalling $300m has 
helped facilitate its fleet renewal and expansion 
strategy. An ESG improver, Evergreen has solid 
corporate governance practices when compared to 
regional peers and is making tangible improvements 
to its emissions profile, including introducing slow 
steaming and install ing emission reduction 
technologies.

SHORT PORTFOLIO - SIGNIFICANT DETRACTORS
> EATON VANCE (+60%) On Thursday 8th October, 

US asset and wealth manager Eaton Vance was 
subject to a takeover bid by Morgan Stanley who 
offered to buy the company at a ca. 48% premium.  
Whilst the extent of the bid premium certainly 
surprised many market participants, the deal now 
looks set to proceed. According to our analysis, 
Eaton Vance lagged its peers in a number of ESG 
areas material to financial services companies 
including staff management practices, data security 
policies and corporate governance.

> WYNN RESORTS (+57%)  The hotel and casino 
operator gained over the quarter despite a Q3 
earnings report that included an overall loss of 
$758m. Revenues also fell short of analyst 
expectations, however these numbers were offset by 
encouraging commentary about trends in Macau & 
gaming volumes in Las Vegas.  Casino stocks rallied 
sharply in November as Pfizer reported 90% efficacy  
for its vaccine in a Phase 3 study.

From an equity market perspective, 2020 was an 
extraordinary year, from the initial onset of the 
COVID-19 pandemic and extent of the declines, 
through to the extent of the recovery in the latter half of 
the year. Indeed, in many respects, the various sector 
and factor rotations and corresponding equity price 
moves in Q4 were just as extreme as those witnessed 
in Q1 & Q2.   Both the speed and severity of the bear 
market selloff, and subsequent bull cycle in the last 
twelve months have been truly unprecedented.

A constructive long term structural outlook for 
diversified ESG investing… We outlined in previous 
newsletters this year some of the underlying 
Environmental and Social dynamics which we believe 
will be long term differentiators of corporate 
performance, and we have no reason to change our 
firmly held outlook in that regard. In our view, the 
COVID-19 pandemic has only accelerated the 
development of these ESG dynamics, which continue 
to increase in relevance for investors, consumers, and 
regulators.   Indeed, in the medium to long term, the 

policy agenda of the Biden administration should serve 
to reinforce trends in a number of areas in the US as 
well as globally.

… faced a significant challenge in the Q4 market 
environment.  However, we have seen over the 
course of the year, most prominently in Q4, that 
extracting the long-run alpha from ESG corporate 
differentiation can be challenging, especially during 
such extreme factor volatility conditions. To illustrate 
the extent of the challenge, we note that during Q4, a 
number of less sophisticated and/or passive 
approaches to ESG investing that we monitor suffered 
to such an extent that they lost all their excess returns 
made in 2020, and in fact ended the year in negative 
territory.1 Examining this in more detail reveals that 
sector and style biases often associated with ESG 
explain a large part of this performance, as Q4 
rotations into sectors such as Energy and Materials, as 
well as styles such as high beta and value, frequently 
swamped other return drivers.  

2020 Q4 MARKET COMMENTARY

1 As an example, MSCI World vs. MSCI World ESG Leaders Index.
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PROTEA UCITS II – ECO ADVISORS ESG ABSOLUTE RETURN FUND 
2020 MARKET COMMENTARY (CONT.)

Whilst this also acted as a headwind for our 
strategy, our emphasis on portfolio construction in 
order to minimise exposure to such factors, as well 
as having ‘ESG improvers’ as long candidates to 
diversify the strategy factor profile, was critical to 
minimising this significant headwind and helping to 
preserve our positive YTD return.   Understanding 
and managing factor risks associated with ESG 
remains crucial for successful long term alpha 
capture.   While it was clear in 2020 that some 
specific thematic beta strategies worked well, 
particularly in the “E pillar” (e.g. solar, renewables, 
etc.), the factor risk environment especially in Q4 
proved a significant challenge for more diversified 
approaches to ESG investing. 

Governance and quality under short term 
pressure… Another element of the headwind 
facing our ESG investment process was the under 
performance in Q4 of “good governance” 
companies.   Good governance practice is a key 
element to our stock selection process, and we 
firmly believe that over the long run it is an 
important ingredient of ESG alpha.   In the next 
section of the newsletter we outline our approach 
to some specific ‘G’ issues, such as Board 
Diversity and Executive Pay, that play a part in our 
security selection process.   Despite the challenge 
posed to this investment focus during Q4, we are 
confident in the long term value of a focus on 
Governance factors for security selection.

… while we focus on adapting to the M&A risk 
environment. With an understanding of the 
challenging near term market environment for short 
positions, we focused on efforts to manage and 
address M&A risk, the other significant headwind 
the strategy faced in Q4.   By its very nature, M&A 
activity risk is extremely difficult to manage. 
Without specific information, it is impossible to 
know where an M&A event may occur.   However, 
having researched a number of methods aimed at 
reducing takeover risk relating to shorts, we have 
implemented a series of “warning signals”, which, 
when combined, suggest a higher risk of M&A 
activity. The signals include underperformance vs. 
peers, analysis of trading activity by corporate 
insiders, and use of NLP data to scan media M&A 
risk sentiment.  Thus far, implementation of this risk 
control has resulted in smaller position sizes 
applied to a number of names within the short 
portfolio.

Whilst our analysis showed that such signals are 
by no means guaranteed to anticipate an 
acquisition, we are confident they will assist in 
reducing exposure to such tail events in the long 
run.

A BULLISH CYCLICAL RECOVERY 
CONSENSUS MEANS CONTINUED FOCUS ON 
MITIGATING FACTOR RISKS

Looking ahead, despite the continued spread of 
the pandemic, the imminent roll out of mass 
vaccinations combined with continued monetary 
and fiscal stimulus continues to fuel positive 
market sentiment.   We are therefore continuing to 
focus on portfolio construction that is resilient to 
related risk factors, such as rising commodities 
and Emerging Market outperformance.    

We firmly believe that the underlying trend of 
increasing importance of ESG risks remains 
intact.   While the market conditions in Q4 2020 
clearly rewarded short term risk-taking and lower 
quality governance models, thus discounting ESG 
risk factors, rather than placing a premium on long 

term responsible management, we have rarely 
witnessed such environments to persist for 
extended periods of t ime. The structural 
transformation taking place at the consumer, 
corporate and regulatory level, coupled with 
increasing investor awareness and recognition of 
ESG factors, provide a very encouraging backdrop 
for ESG alpha capture and our investment 
strategy.

Notwithstanding the recent rotation towards lower 
ESG companies, we believe the portfolio continues 
to be well positioned to capture the longer run 
outperformance associated with superior or 
improving corporate ESG adoption versus 
companies that neglect ESG issues.

2021 MARKET OUTLOOK
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GOVERNANCE: GETTING THE ATTENTION IT 
DESERVES? 

2020 was a critical year for the development and 
acceptance of ESG investing, and a year that brought 
new recognition to ESG factors in the minds of investors 
and consumers.2 With the onset of COVID-19, S pillar 
issues around the gig economy, sick pay, and paid leave 
policies quickly gained the spotlight, and we discussed 
these developments in our Q2 2020 newsletter. 

Despite the rise in S pillar recognition, the “E in ESG” 
has been competing to attract  stakeholder and media 
attention, and has been a significant focus of emerging 
regulation. The European Green Deal, the sustainable 
activities Taxonomy regulation, and the Sustainable 
Finance Disclosure Regulation, among other initiatives, 
have demonstrated the “green” focus on environmental 
issues from the EU regulatory perspective which have 
become a major focus for investors. Meanwhile, investor 
perspectives on climate issues have evolved from a 
narrow focus on carbon emissions to a broader 
understanding of climate related risks and opportunities, 
which we reviewed in our Q3 2020 newsletter Research 
Spotlight. 

It is clear that the “E” and “S” in ESG have received 
significant attention in 2020, and at times  appear to 
dominate the headlines when ESG is discussed.  
Despite the recent attention given to E and S issues, we 
feel it is important to recognise and revisit the critical 
role that Governance plays in ESG investing.   In this 
Research Spotlight, we discuss the role of Governance 
in our investment process, as well as our stewardship 
and engagement activities.  

The Importance of “G” in ESG Investing  The 
importance of good corporate governance has a rich 
history in the literature, and contemporary research only 
underlines its significance and materiality.  A recent 2020 
paper by MSCI concluded that Governance was more 
significant than the E and S pillars in terms of impact on 
profitability, idiosyncratic risk and systematic risk over a 
short-term horizon. Specifically, “the results suggest that 
financial markets largely focused on events that could 
immediately affect company valuations” and that 
Governance pillar incidents, such as ethics breaches 

and fraud, impacted stock prices more quickly than E or 
S issues or controversies. In contrast, while some S and 
E issues, such as accidents, strikes, or oil spills do pose 
“event” risks, more frequently S or E issues presented 
“erosion” risks, and degraded financial performance over 
a longer time horizon. 3 4

A now-famous 2015 meta-study by Friede, Busch, and 
Bassen, which combined the findings of about 2200 
individual studies, found that not only is “the business 
case for ESG investing empirically very well founded” 
across E, S and G pillars, but also when examining sub-
effects in each category that G had the highest 
proportion of positive relation with corporate financial 
performance in the metastudy.5 The case for the 
materiality of Governance factors is well established.  

There are many aspects to assessing corporate 
Governance quality and standards. Below, we discuss 
two major themes within Governance that are relevant 
both to our investment process and decision making, but 
also to our own stewardship and engagement activities: 
board composition and executive pay policies. 

BOARD DIVERSITY 

The 2018 UK Corporate Governance Code notes that 
both appointments and succession plans should 
“promote diversity of gender, social and ethnic 
backgrounds, cognitive and personal strengths”.6  
Furthermore, there is a general consensus in our 
research review that groups of greater diversity are 
better problem solvers, and that while homogenous 
groups feel more confident about their decisions than 
diverse groups, they often make poor decisions 
compared to those of diverse groups. 7 8 9  

The literature increasingly suggests companies with 
female leadership can lead to strong performance; a 
recent study found a Return on Equity of 10.1% per year 
for companies with significant female leadership versus 
7.4% for those without, and superior average valuation 
compared to companies without strong female 
leadership. Other research finds that companies lacking 
board diversity suffered 24% more governance-related 
controversies than average.10 

ESG RESEARCH SPOTLIGHT 
GOVERNANCE, STEWARDSHIP AND ENGAGEMENT

2 https://www.forbes.com/sites/chukaumunna/2020/12/18/esg-investing-came-of-age-in-2020millennials-will-continue-to-drive-it-in-2021/
3   Giese, et al. “Deconstructing ESG Ratings Performance: Risk and Return for E, S and G by Time Horizon, Sector and Weighting.” MSCI ESG Research , June 
2020.
4   https://www.msci.com/www/blog-posts/is-esg-all-about-the-g-that/01920981576
5   Friede, Gunnar, et al. “ESG and Financial Performance: Aggregated Evidence from More than 2000 Empirical Studies.” Journal of Sustainable Finance & 
Investment, vol. 5, no. 4, 2015
6   https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.pdf
7  Hong, Lu and Page, Scott. “Groups of diverse problem solvers can outperform groups of high-ability problem solvers.’”. Edited by William J. Baumol, New York 
University, New York, NY, and approved September 17, 2004
8   Why Differences Make a Difference: A Field Study of Diversity, Conflict, and Performance in Workgroups. Karen A. Jehn; Gregory B. Northcraft; Margaret A. 
Neale Administrative Science Quarterly , Vol. 44, No. 4. December 1999
9   Is the Pain Worth the Gain? The Advantages and Liabilities of Agreeing With Socially Distinct Newcomers Personality & Social Psychology Bulletin March 2009 
10   https://www.msci.com/documents/10199/04b6f646-d638-4878-9c61-4eb91748a82b
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Academic research also suggests that three women 
may constitute a critical mass on corporate boards 
to allow women to contribute more equally to group 
decision making;11 increasing the number of women 
to three or more enhances the likelihood that 
women’s voices and ideas are heard and that 
boardroom dynamics change substantially.

ESG RESEARCH SPOTLIGHT 
GOVERNANCE, STEWARDSHIP AND ENGAGEMENT (CONT.)

Given the strong evidence for better board performance and 
the social and economic value of board diversity for all 
stakeholders, our ESG security selection process includes 
measures of gender diversity at senior management and 
board levels as part of G pillar evaluation. The graphic to the 
side highlights some gender diversity metrics used, and how 
our long and short portfolios measure up, as of 31 Dec 
2020. 

How ECO Advisors Promotes Diversity 
As part of our stewardship and engagement activities, our 
voting decisions are informed by an in-house board diversity 
voting policy. For each board member nomination or re-
nomination, we examine the current diversity of a company’s 
board and set specific board diversity thresholds necessary 
prior to voting in favour of board nominations. The 
appropriate thresholds have been decided through a 
combination of careful assessment of evidence and 
consideration for appropriateness for the relevant market.12

We also believe that engagement on ESG matters with 
investee companies is most effectively carried out in 
collaboration with other like-minded investors. We believe 
that ESG driven corporate engagement and voting can 
increase the ability of firms to create long term shareholder 
value, and as such, engagement is a core part of how we 
manage the Fund. Among several other collaborative 
initiatives, ECO Advisors is a member of the 30% Club 
Investor Group, a collective of asset owners and asset 
managers committed to exercising our ownership rights, 
including voting and investor statements, in order to effect 
change and to engage on the issue of diversity with 
company boards and senior management teams.

EXECUTIVE PAY 

Will COVID-19 Bring Executive Pay Back to the 
Spotlight? The COVID-19 pandemic may also lead to 
increased shareholder scrutiny of executive pay practices, 
though shareholders seemed to give management a “pass” 
in 2020. While pressure from shareholders in 2020 led some 
executives to take temporary pay cuts, many reverted to full 
pay by summer. In fact, one consultancy found that 
companies in Spain, Italy, the Netherlands and the UK were

AVERAGE % FEMALES ON BOARD

Note: Percentage of board members who are female. For companies 
with a two-tier board, the calculation is based on members of the 
Supervisory Board only. Source: MSCI, ECO Advisors

LONG BOOK
26.3

SHORT BOOK
20.7

% OF COMPANIES WITH ZERO 
FEMALES ON BOARD

Note: The composition of the board fails to include any female 
directors. Source: MSCI, ECO Advisors

LONG BOOK
3.6

SHORT BOOK
14.1

more likely to cut dividends than executive pay in 
2020. Some proxy voting experts predict that, due to 
the pandemic, shareholder attention on executive pay 
is likely to increase next year.13 

Aligning Executive Pay the Right Way There is 
general consensus in the academic literature that 
executive pay should be linked to performance in a 
way that encourages long-term decision making. The 
literature suggests that the best measure of executive 
performance currently available is the long-term stock 
performance, which “captures almost all actions that 
affect f irm value, including those impacting 
stakeholders, and weights them according to their 
materiality”.14

Research suggests that the best way to ensure senior 
executives are aligned with long-term performance is 
to offer lower fixed compensation, such as salary, 
which they receive irrespective of performance, in 
conjunction with greater deferred compensation, such 
as restricted shares.15 16 The value of these shares is 
automatically sensitive to performance, and reflects the 
long term future prospects for the firm, which short-
term accounting based targets do not. Furthermore, 
there is evidence that stock markets respond positively 
to the adoption of long-term incentive programs for 
senior executives.17

11   Kramer, V. W., Konrad, A. M., and Erkut, S. "Critical Mass on Corporate Boards: Why Three or More Women Enhance Governance." 
12  The full criteria and voting guidance is available in our voting policy which is available upon request.
13  https://www.ft.com/content/88eb11a0-f42c-4f26-a723-17497f5b7346
14 Edmans, Alex. Grow the Pie: How Great Companies Deliver Both Purpose and Profit. Cambridge University Press, 2020. pp.116 
15 Jensen, Michael, and Kevin Murphy. “CEO Incentives—It’s Not How Much You Pay, But How.” Harvard Business Review, 1990.  
16 Milgrom, Paul, and John Roberts. Economics, Organization and Management. Prentice-Hall International, 1992. 
17 Brickley, James A., et al. “The Impact of Long-Range Managerial Compensation Plans on Shareholder Wealth.” Journal of Accounting and 
Economics, vol. 7, no. 1-3, 1985. 
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One study by von Lilienfeld-Toal and Stefan Ruenzi studied the relationship between CEO voluntary stock 
ownership and long-term stock returns over a twenty-three-year period. Firms with large CEO stakes “beat 
those with small stakes by 4% to 10% per year”.18 They also enjoyed higher return on assets, labour 
productivity, cost efficiency and investment. In another study, from 1970 through 1988, the average annual 
compound stock return on the 25 companies with the ‘best’ CEO incentives, defined as “controlling a 
meaningful percentage of total corporate equity”, was 14.5%, more than one-third higher than the average 
return on the 25 companies with the ‘worst’ CEO incentives.19 

ESG RESEARCH SPOTLIGHT 
GOVERNANCE, STEWARDSHIP AND ENGAGEMENT (CONT.)

18   Ulf Von Lilienfeld-Toal and Stefan Ruenzi, ‘CEO Ownership, Stock Market Performance, and Managerial Discretion’ (2014) 69 Journal of Finance 1013–5
19  Jensen, Michael, and Kevin Murphy. “CEO Incentives—It’s Not How Much You Pay, But How.” Harvard Business Review, 1990. 
20  https://www.marketwatch.com/story/a-surprise-about-some-esg-funds-they-actually-vote-against-environmental-and-socially-conscious-resolutions-11608306020  

ECO Advisors Voting and Executive Pay Practices 
In addition to our board diversity policy, we have 
implemented criteria to guide our voting on executive pay. 
We believe that the goal of executive pay should be to 
incentivise leaders to create long-run value for all 
stakeholders; pay should reward value creation that can be 
shared by both shareholders and other stakeholders. Data 
points include long-term CEO incentives that promote 
stakeholder value rather than short-term incentives, 
whether the CEO’s equity pay reflects the company’s total 
shareholder return performance, whether pay figures fall 
into an extreme range relative to peers, and if there appear 
to be abnormally large bonus payouts without justifiable 
performance linkage or proper disclosure.

While ESG investors may expect their managers to align 
their stewardship and proxy voting in accordance with their 
ESG mandate, in practice funds may not always focus on 
promoting an ESG agenda through their voting and 
engagement.   In fact, a study by MIT Sloan’s Gita Rao 
published in December 2020 reveals that several prominent 
ESG funds have a long history of voting against resolutions 
promoting gender diversity and other ESG issues, and 
demonstrate a lack of transparency in their engagement 
process.20 We believe that a diligent and transparent 
approach to stewardship, voting and engagement is a 
key element of responsible investment management in 
accordance with our ESG mandate.

Above graphic: Highlights some of the executive pay metrics used, 
and how our long and short portfolios measure up, as of 31 Dec 2020. 

Score assigned by Institutional Shareholder Services (ISS) to the company's 
compensation practices. The score ranges from 1 for best to 10 for worst. We 

compute the average score across our long & short portfolios. Source: ISS, 
ECO Advisors

LONG BOOK
5.2

SHORT BOOK
3.8

ISS COMPENSATION SCORE 
(10 BEST - 1 WORST)

COMPANIES WITHOUT CLAWBACK POLICIES

Where the company offers variable or incentive pay, the company has failed 
to adopt a clawback policy, applicable to both the annual and long-term 

incentives, that would recoup incentive pay based on accounts that were 
restated at a later date. Source: MSCI , ECO Advisors

LONG BOOK
35

SHORT BOOK
63

COMPANIES WITH PAY LINKED TO 
SUSTAINABILITY

The company, if designated as having either a high environmental or social 
impact, has incorporated links to sustainability performance in its current 

incentive pay policies. Source: MSCI, ECO Advisors

LONG BOOK
23

SHORT BOOK
11

ESG LEADER (LONG):

American personal care company that produces 
mostly paper-based consumer products

Board includes four female directors
Best executive pay practices relative to 
peers
CEO stock ownership appropriate 
relative to annual base salary
Clawback policy
Good severance practices

American confectionery manufacturer

ESG LAGGARD (SHORT):

CEO pay total realized in extreme range 
relative to peers
CEO pay perks extreme relative to peers
Very small and deeply entrenched board
No clawback policy
No stock ownership guidelines for non-
executive directors

mailto:info@ecoadvisors.eu
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APPENDIX:  
Q4 2020 PORTFOLIO OVERVIEW

REGIONAL EXPOSURES LONG SHORT NET GROSS
Japan 8.4% -8.5% -0.1% 16.9%
Asia Pacific 13.2% -12.0% 1.1% 25.2%
Western Europe 20.8% -14.6% 6.2% 35.4%
Eastern Europe & Africa 1.3% -1.7% -0.3% 3.0%
North America 39.5% -36.7% 2.7% 76.2%
Latin America 1.9% -2.4% -0.5% 4.3%
TOTAL 85.1% -76.0% 9.1% 161.1%

Source: ECO Advisors.  Data as of December 31st 2020

GICS SECTOR EXPOSURE LONG SHORT NET GROSS
Communication Services 5.7% -6.7% -1.0% 12.3%
Consumer Discretionary 11.9% -13.9% -2.0% 25.7%
Consumer Staples 3.7% -6.7% -3.1% 10.4%
Energy 5.1% -2.1% 3.0% 7.1%
Financials 11.7% -6.9% 4.8% 18.6%
Health Care 6.6% -2.7% 3.9% 9.4%
Industrials 15.7% -92% 6.6% 24.9%
Information Technology 12.0% -14.7% -2.7% 26.7%
Materials 7.8% -9.8% -2.0% 17.6%
Utilities 5.1% -3.4% 1.7% 8.4%
TOTAL 85.1% -76.0% 9.1% 161.1%
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Source: ECO Advisors.  Data as of December 31st 2020

EXPOSURES

KEY PORTFOLIO METRICS LONG SHORT

No. of positions 112 99

Largest position size 1.2% -1.0%

Top 10 positions weight 10.5% -9.6%

STRATEGY VALUATION METRICS 
(WEIGHTED AVERAGE)

LONG SHORT

P/E (1FY) 16.9 17.7

P/B 2.2 1.9

Net Debt / EBITDA 2.2 2.1

Dividend Yield 1.9% 1.6%

Free Cash Flow Yield 4.0% 3.0%

Return on Equity 5.6% 2.7%

Beta Adj Exposure (vs. MSCI World, 
ex-ante) 0.10

Ann. volatility (ex-ante) 4.4%

1 day VAR (99% monte carlo) -0.65%

1 month VAR (99% monte carlo) -3.0%

KEY METRICS

Source: Bloomberg, MSCI, ECO Advisors. Data as of December 31st 2020

Note: Strategy valuation metrics are weighted averages, and not all 
metrics are necessarily comparable across companies in different 
sectors.  Outliers can have a material impact on aggregate statistics.

Source: Bloomberg, ECO Advisors. Data as of December 31st 2020
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German, UK, Austrian, Belgian tax reporting available upon request. 

The Key Investor Information Document and Prospectus are available at www.ecoadvisors.eu and 
investors should read these documents prior to investing.  F Class shares are open for subscriptions 
from existing F Class investors only.  P & M Class shares are open to subscription from new investors. 

For further information, please contact ECO Advisors:  
email:  info@ecoadvisors.eu, tel: +44 203 903 5371
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KEY FUND INFORMATION

WWW.ECOADVISORS.EU

TERMS PROTEA UCITS II - ECO ADVISORS ESG ABSOLUTE 
RETURN FUND

Management Fee (M) share class 1.1% management fee
Performance Fee (P) share class 0.60% mgt. fee, 15% perf. fee (HWM + rate hurdle)

Founder’s (F) share class 0.60% management fee (in perpetuity)

Administration and other fees 0.39%

Investor liquidity Daily
Share class currencies EUR, GBP, CHF, SEK, USD

Domicile Luxembourg

Launch date July 8th, 2019

Vehicle Protea UCITS II SICAV
Distribution type Accumulation

SERVICE PROVIDERS
Administrator FundPartner Solutions (Europe) S.A.
UCITS management company FundPartner Solutions (Europe) S.A.

Depositary Pictet & Cie (Europe) S.A.

Prime brokers JP Morgan, Goldman Sachs

SHARE CLASS ISIN HEDGED
F Class EUR LU2002381171 n/a
F Class GBP LU2002381254 Yes
F Class USD LU2002381502 Yes
P Class EUR LU2002382492 n/a
M Class EUR LU2002381684 n/a
M Class GBP LU2002381767 Yes
M Class CHF LU2002382062 Yes

OTHER INFORMATION
Corporate engagement ESG driven voting & engagement for longs

Fund AUM (EUR) €131.4m as of December 31st 2020

ESG long book exclusion policy Tobacco, weapons, adult entertainment, gambling, 
thermal coal, tar sands, arctic drilling, UNGC violations

Morningstar category Alt - Market Neutral - Equity

http://www.ecoadvisors.eu
mailto:info@ecoadvisors.eu
http://www.ecoadvisors.eu


The information in this presentation is confidential and is 
intended solely for the persons to whom it has been delivered. 
It is not to be disclosed, duplicated, transmitted or otherwise 
given in whole or in part, to third parties without the prior 
written consent of all parties. All persons receiving this 
presentation are advised that information provided herein is 
preliminary only and is not intended to be an invitation or 
inducement to make any investment. It is not intended to be, 
and should not be, considered a substitute for a Prospectus or 
Offering Memorandum and should not be relied upon as a 
basis for investment. To the extent of any inconsistency or 
discrepancy between any Prospectus / Offering Memorandum 
and this presentation, the Prospectus / Offering Memorandum 
shall prevail.

PROTEA UCITS II – ECO ADVISORS ESG ABSOLUTE 
RETURN FUND   (the “Fund”) is defined as an “Undertakings 
for Collective Investment in Transferable Securities 
Fund” (“UCITS Fund”) and the promotion of a UCITS Fund is 
restricted by regulation. Consequently, this document is only 
intended for professional investors and eligible counterparties.

No reliance may be placed for any purpose on the information 
and opinions contained in this document or their accuracy or 
completeness. No representation, warranty or undertaking, 
express or implied, is given as to the accuracy or 
completeness of the information or opinions contained in this 
document by any of ECO Advisors, its members, employees or 
affiliates and no liability is accepted by such persons for the 
accuracy or completeness of any such information or opinions.

This document does not constitute an offer of solicitation in a 
jurisdiction where to do so is unlawful or the person making 
the offer or solicitation is not qualified to do so or a person 
receiving the offer or solicitation may not lawfully do so. 
Prospective investors should inform themselves and should 
take appropriate advice on the legal requirements and as to 
possible tax consequences, foreign exchange restrictions or 
exchange control requirements that they might encounter 
under the laws of the countries of their citizenship, residence 
or domicile and that might be relevant to the subscription, 
purchase, holding, exchange, redemption or disposal of any 
investments.

Except as otherwise specified herein, the information 
contained herein is believed to be accurate as of the date 
indicated on each page. No assurance is made as to its 
continued accuracy after such date, and there is no obligation 
to notify any recipients of this presentation should there be any 
changes to the information contained herein.  All information is 
subject to revision without notice.

The Strategy outlined in the presentation is speculative, 
involves a substantial degree of risk and may be leveraged. 
Investment losses may occur and investors may lose all or a 
substantial amount of his or her investment. In no event shall 
anything contained herein be construed as an express or an 
implied promise, guarantee or implication that you will profit or 
that losses can or will be limited in any manner whatsoever. 
Investment returns can be volatile and its fees and expenses 
may offset gains.

To ensure you understand whether this fund is suitable for you, 
please read the Key Investor Information Document ‘KIID’ and 
the Prospectus, which can be obtained from our website 
www.ecoadvisors.eu or by emailing <info@ecoadvisors.eu>.

The value of any investment, and any income from it, can rise 
and fall with movements in stock markets, currencies and 
interest rates. These can move irrationally and can be affected 
unpredictably by diverse factors, including political and 
economic events. This could mean that you won’t get back the 
amount you originally invested. The fund’s past performance 
should not be considered a guide to future returns. The fund 
will invest in emerging markets, which can involve greater risk 
than investing in developed markets. In particular, more 
volatility (sharper rises and falls in unit/share prices) can be 
expected. The fund may use derivatives (financial instruments 
whose value is linked to the expected price movements of an 
underlying asset) for investment purposes, including taking 
long and short positions, and may use borrowing from time to 
time. It may also invest in derivatives to protect the value of 
the fund, reduce costs and/or generate additional income. 
Investing in derivatives also carries risks, however. In the case 
of a ‘short’ position, for example, where the fund aims to profit 
from falling prices, if the price of the underlying asset rises in 
value, the fund will lose money.   Any research and analysis in 
this document has been obtained by Ethical Capital 
Opportunity Advisors ‘ECO’ for its own use.  Although this 
communication is based on sources of information that ECO 
believes to be reliable, no guarantee is given as to its accuracy 
or completeness. Any forward-looking statements are based 
on ECO’s current expectations and projections and are subject 
to change without notice. Issued by Ethical Capital Opportunity 
Advisors which is authorised and regulated in the UK by the 
Financial Conduct Authority.

Information containing any historical information, data or 
analysis should not be taken as an indication or guarantee of 
any future performance, analysis, forecast or prediction. Past 
performance does not guarantee future results. The user of 
the Information assumes the entire risk of any use it may make 
or permit to be made of the Information. NONE OF THE 
INFORMATION PROVIDERS MAKES ANY EXPRESS OR 
IMPLIED WARRANTIES OR REPRESENTATIONS WITH 
RESPECT TO THE INFORMATION (OR THE RESULTS TO 
BE OBTAINED BY THE USE THEREOF), AND TO THE 
MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, 
EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS 
ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT 
LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, 
ACCURACY, TIMELINESS, NON ‐ INFRINGEMENT, 
COMPLETENESS, MERCHANTABILITY AND FITNESS FOR 
A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF 
THE INFORMATION.

DISCLAIMER
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