
Sustainable investments 
Exploiting opportunities sustainably

The portfolio management’s team of sustainability experts
discusses different investment strategies
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Best asset manager for sustainable investments for the fourth consecutive time

At the 2018 Scope Awards, Union Investment has come top in the cross-national manage-
ment category 'Socially Responsible Investing' for the fourth year in a row. This means that, 
according to Scope, Union Investment is the best asset manager in the fi eld of sustainable 
investments in the German-speaking countries.

Union Investment receives A+ rating from PRI

The United Nations Principles for Responsible Investment (PRI) initiative has awarded 
Union Investment its top mark of A+ in recognition of the company’s overarching 
approach to responsible investment. The assessment of the company looked at indicators 
such as guiding principles, aims and practices. 

Union Investment achieved six 'A' ratings in the individual asset classes. An 'A' rating 
means a signatory has scored between 76 and 94 per cent of the points available in the 
relevant module. This puts Union Investment above the median of the 1,061 PRI signa-
tories who took part in the report, both for all of the asset classes reviewed by the PRI 
organisation and for strategy and governance.
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Sustainable investments –  
investing responsibly and  
successfully creating value

Dear reader,

Sustainable investment strategies graduated from their niche-market status 
some time ago and are becoming an integral part of the investment process. 
Examining both their quantitative and qualitative performance makes this 
abundantly clear. Institutional clients are becoming increasingly aware of the 
stabilising and optimising function of sustainable investment as a means of 
managing risk in their portfolios. But what exactly is sustainability, and what  
do sustainability and sustainable investments represent for Union Investment?

As a member of the cooperative financial services network, we have always put  
a lot of emphasis on sustainability, which is expressed through our core values  
of partnership, respect and responsibility in interactions with others. It is now 
over 25 years since we launched our first fund that took sustainability factors 
into account, and since then we have consistently developed this expertise.  
Today, we are able to rely on a sustainable investment process and a large  
number of employees with experience in the field of sustainability.

In view of sustainability’s development from a soft to a hard investment 
criterion with concrete benefits for the investor, we firmly believe that the use 
of sustainability criteria is going to lead to a process whose culmination will 
see the magic investment triangle (security, return and liquidity) permanently 
supplemented by a fourth dimension, namely sustainability.

I trust that you will find this brochure informative.

Alexander Schindler

Member of the Board of

Managing Directors

Union Investment
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“In 2015, the international community sent a very positive message from New York to 

the world. By adopting the 2030 Agenda for Sustainable Development it made a clear 

commitment to a shared responsibility for ensuring that current and future generations 

around the world can enjoy good life prospects. The work on the agenda represents an 

excellent example of international collaboration, and the result shows that global  

solidarity on key issues affecting our future is possible.”

Source: Deutsche Nachhaltigkeitsstrategie, Bundesregierung Deutschland  
(German Strategy for Sustainable Development, German Federal Government), revised issue 2016.

Florian Sommer analyses sustainability reports  
from different companies
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Achim Philippus, André Haagmann and colleagues 
discuss customers’ sustainability requirements
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Beliefs
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Success through sustainability

Sustainability criteria are increasingly recognised as effec-
tive risk filters for investment decisions. As quantitative 
corporate analysis tends to be short term, a longer term 

qualitative component is being added which incorporates the 
identification and evaluation of reputational risks, the threat of 
consumer boycotts and even potential consequences under crim-
inal law resulting from corporate malpractice. In the risk analysis 
process, sustainable investment criteria combine hard figures with 
soft factors to give a comprehensive picture of the risk involved, 
making them part of an optimised risk management process.

“Sustainability is a key component of Union Investment’s risk 

management strategy. By analysing sustainability factors  

in a targeted manner, we can achieve clearer insights into  

both capital market risks and reputational risks for investors  

in order to counteract these.”

A growing number of institutional investors are broadening their focus to include sustainable 
corporate governance as a key requirement alongside attractive dividends and profits.

Florian Sommer 

Head of Sustainability Research

Union Investment
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Differentiation: responsible investors / sustainable investment* 

Definition:  
Responsible investors and asset managers take appro-
priate account of environmental, social and corporate 
governance-related factors (ESG criteria) when design-
ing their investment processes, and they use suitable 
investment strategies. They comply with public stand-
ards and rules, and provide information about their 
activities, investment strategies and ESG principles.
 
Implementation: 
Commitment to public standards and rules, including:
• BVI code of conduct
• PRI statement
• Own investment guidelines

*Source: Sustainable Investment Forum.

Sustainable investmentResponsible investors

Definition:  
Sustainable investment is the general term for sustain-
able products and investment vehicles that explicitly 
feature ethical, social and environmental factors in their 
investment terms and conditions. It also includes an 
explicit written investment policy for the application of 
ESG criteria.

Implementation:
The following sustainable investment strategies  
are applied:
• Exclusions
• Best in class
• Engagement
• Impact investment
• Integration
• Sustainable themed funds
• Norm-based screening
• Exercise of voting rights

MTP 05.114 – Meeting of the Sustainability steering 
group at Union Investment
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Sustainability provides an additional risk perspective

• Enron

• Parmalat

• TEPCO / Fukushima

• BP / Deepwater H.

• Olympus

• Libor scandal

• Volkswagen

• EU CO2 emission targets            
 (e.g. automotive sector,     
 utilities)

• Costs of the shift in  
 German energy policy

•  EU ban on incandescent 
light bulbs

• Asbestos lawsuits,
 (US$ 70 billion) 
 e.g. Owens Corning,  
 St. Gobain

• Lawsuits against 
 US tobacco industry  
 (US$ 206 billion)

• Lawsuits against banks  
 (over US$ 300 billion)

•  Glencore: human rights 
violations

•  Wilmar: rainforest  
clearance

• Hershey: child labour

Event risks Regulatory risks Litigation risks Reputational risks

Analyse

Prevent Mitigate Change

Consideration of sustainability criteria and successful  
value creation are not conflicting goals

Today’s globalised investment world can no longer be reliably understood using traditional risk analysis models.  
A risk analysis model that has been expanded to include aspects of sustainability provides important information  
and is particularly advantageous when evaluating investments over the long term.

Companies with a focus on sustainability benefit from an improved image, use resources more efficiently, motivate 
their workforce better, and can assess their own risks more accurately, for example. An excellent basis from which 
to achieve long-term economic success. This is why we have established an investment process within our portfolio 
management system that is specifically designed to take account of sustainability.
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Total volume

€419.5  
billion

152.3

80.0

89.8

97.3

Customer deposits  
and own-account  
investments

Client portfolios

Assets managed by asset owners

Investment funds*

*Investment funds also include structured financial products from Switzerland.
Source: Sustainable Investment Forum

Sustainable investments in Germany, Austria and Switzerland 
2016 overview (€ billion)

Sustainability criteria are among the key factors for 
evaluating investments over the long term
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Global topic:  
sustainable investments

A s a member of the cooperative financial services network, we see ourselves as an active shareholder with  
 a long-term focus, meeting international sustainability standards and constantly refining our business to 
 take account of them. For us, sustainability is not an issue that we pay lip service to, but is part of the 

way we do business. We were one of the first German signatories to the United Nations Principles for Responsible 
Investment (PRI). By signing, we voluntarily undertook to apply the ESG principles that are relevant to the financial 
markets, which we do systematically throughout our investment process. 

Demand for sustainable investments is growing worldwide and will continue to grow.  

Strong growth in the international markets
 
Trustees worldwide have signed up to the UN Principles for Responsible Investment (PRI).

Number of signatories*Assets (€ trillion)

* Source: United Nations Principles for Responsible Investment (PRI)  
31 May 2017.

AuM by PRI signatories Number of PRI signatories

2005: At the instigation of the UN, an investor initiative is formed in partnership with the UNEP (United 
Nations Environment Programme) and UN Global Compact to develop and promote the adoption of 
Principles for Responsible Investment

April 2006: Publication of the UN PRI on 27 April 2006 with 22 signatories

May 2011: Formation of the German PRI Network to promote the idea of sustainable investment and 
to enhance the sharing of information and ideas between members

May 2017: 1,714 signatories globally; German signatories: 65, of which 37 are investment managers

1,714 (31 May 2017)
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Union Investment is committed to the  
Principles for Responsible Investment (PRI):

• We will incorporate ESG (environmental, social and governance) issues into  
investment analysis and decision-making processes

• We will be active shareholders and incorporate ESG issues into our ownership  
policies and practices

• We will seek appropriate disclosure on ESG issues by the entities in which we invest
• We will promote acceptance and implementation of the Principles within the  

investment industry
• We will work together to enhance our effectiveness in implementing  

the Principles
• We will report on our activities and the progress we are making towards  

implementing the Principles

The Principles set out above are each supplemented by a set of possible actions.  
The full version of the Principles is available at www.unpri.org.

Guidelines for Responsible Investment

Responsible investment has always been at the heart of Union Investment’s business 
model, and in 2012 we enshrined these Principles in our Guidelines for Responsible 
Investment.

More information is available at  
www.union-investment.com

“As most of our portfolios are invested globally, we were 

keen to find a global standard to match. The UN PRIs 

constitute an international standard that is consistent 

with our beliefs and to which we are committed.”

Alexander Schindler

Member of the Board of

Managing Directors

Union Investment
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17th floor MTP – colleagues on their way to an ESG committee meeting
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Clear investment philosophy
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For over 60 years, we have been operating in a spirit of professionalism, partnership 
and transparency. Our mission is to focus on the long term, and to achieve a holistic 
view of the markets, of developments and of the needs of our investors. 

Membership of the  
cooperative financial network

A s responsible asset managers, we combine financial parameters with sustainability criteria, thereby 
 achieving comprehensive, long-term added value for our investors and the company. We are guided in 
 this respect by the United Nations Principles of Responsible Investment (PRI). We prepare customised 

sustainability solutions across all key asset classes on the basis of our own research and taking into account  
customer-specific sustainability criteria. Our aim is to reconcile our sustainability beliefs with our investors’ 
requirements for returns, without losing sight of the risk-related aspects. As an active investor, we exert a  
targeted influence on companies in the capital markets in order to promote sustainable corporate governance.

Sustainable investments  
add social value

Sustainability means  
future viability

Analysing sustainability aspects  
provides valuable information  

for investment decisions

Union Investment has been involved in sustainable investment since 1990

 1990
First private label fund with sustainability 
filter from Union Investment

2007
First institutional mutual fund to take  
sustainability criteria into account

2000
Start of sustainable asset  
management for church clients

2011
UnionEngagement stands for our activities as  
an active shareholder with a total volume of  
€149.74 billion of assets under stewardship  
(as at 16 March 2017) across all formats offered
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“Sustainable business and investing are

two sides of the same coin for us as asset

managers. This is why our clients asked us 

to launch an SRI fund as long ago as 1990 – 

with the result that we now have more than 

25 years’ experience in this area.”

Optimised risk management

Recognising that our actions do not just affect the present moment leads to a compre-
hensive perspective. As a result, we do not view the environment, social and governance 
(ESG) cornerstones of our sustainability approach in isolation, but rather as a whole.  
In all three areas, certain criteria must be met if assets are to be managed according  
to sustainability principles.

The inclusion of sustainability criteria significantly enhances the risk management of 
investments by adding a qualitative aspect to models that are overwhelmingly geared 
towards quantitative elements. As a result, the traditional, fundamental and KPI-oriented 
analysis at the heart of risk management is accompanied by investment considerations 
on sustainability. This allows investments to be judged using a range of dimensions – 
enabling us to provide optimised risk management, so that we can better exploit upside 
potential for our investors and minimize the risk of losses.

2013
Introduction of SIRIS, Union Investment’s proprietary Sustainable Investment 
Research Information System, in order to efficiently implement sustainability 
research within our portfolio management function

2011
UnionEngagement stands for our activities as  
an active shareholder with a total volume of  
€149.74 billion of assets under stewardship  
(as at 16 March 2017) across all formats offered

2018
At the 2018 Scope Awards, Union Investment has come top in the management cat-
egory 'Socially Responsible Investing' for the fourth year in a row. This means that, ac-
cording to Scope, Union Investment is the best asset manager in the field of sustain-
able investments in the German-speaking countries.

Achim Philippus

Member of the Management 

Union Investment
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12.45pm – MTP 05.114: Before the meeting of the  
Sustainability steering group at Union Investment
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Experience and expertise
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Our systematic, multi-stage investment process

Opportunities for sustainable investment are identified in all key asset classes by means of a multi-stage process. 
First, the investment universe is determined with reference to sustainability criteria that can be fine-tuned to suit 
investors’ needs. For this process, we work with several carefully selected providers that supply sustainability 
data. This is followed by our sustainability research combined with the traditional investment process.

E S G
Environment

• Climate
•  Shortage of  

natural resources
• Water
• Biodiversity

Social

• Workforce
• Health and safety
• Demographic change
• Food security

Governance

• Risk and reputation 
 management
• Governance
• Compliance
• Corruption

Sustainability

Our sustainability investment process

Performance analysis
Analysing performance

and monitoring risk

Portfolio structure
Simulating and managing  
opportunities and risks

Implementation 
Managing counterparty 
and credit risks

Integrated
risk management

Selecting the sustainability criteria

Active influence: 
engagement

Influence through dialogue,
proxy voting and attending AGMs

Sustainability research
Dynamic sustainability  
analysis and screening

Fundamental research
Assessing opportunities and risks

We were using sustainability criteria long before there was a general demand for  
sustainable investments – initially when managing portfolios for churches and  
charities. Today, with assets under management of more than €34 billion, we are the 
leading provider of sustainable investment funds in the German market.
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Our components for sustainable investment

Our portfolio management covers all key sustainability strategies across the major asset classes. Our sustainability 
competence centre assumes the role of coordinator, in order to apply our high quality requirements in the area of 
sustainability and to ensure that the investment strategies in our portfolios are up to date.

Screening criteria: Securing minimum standards,  
avoiding controversies
This approach defines one specific criterion or a range of criteria 
that rule out investments in certain companies, sectors or countries. 
The criteria can be individually specified within the SIRIS platform, 
for example to exclude companies that generate more than 5 per 
cent of their revenue from gambling. Screening criteria are also 
examined in a two-stage research process.  

ESG rating as basis for our best-in-class approach
This SRI component enables us to select the companies that are 
setting the highest environmental, social and corporate govern-
ance standards in their respective sector. Before this selection 
takes place, a systematic analysis of various ESG factors is 
performed, as a result of which an ESG rating is generated for 
each company. This then serves as the basis of our best-in-class 
approach, whereby companies with the lowest scores in the sector 
are avoided and those with the highest scores are favoured.
 

Sustainability themes
This approach focuses on companies whose core business  
is in sustainable segments – i.e. where at least 40 per cent  
of the revenue derives from the resolution of environmental  
and social problems.

CO2 intensity
For this approach we calculate the CO2 intensity of the portfolio 
– its carbon footprint. This considers the company’s CO2 emissions 
(scope 1 & 2) per million US dollars of corporate revenue. 
• Scope 1 comprises all direct greenhouse gas emissions  

of the company
• Scope 2 comprises all indirect emissions produced by the  

provision of energy generated outside the company.

CO2

E
S
G
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Integrating ESG into portfolio management 

We firmly believe that augmenting the investment process by taking sustainability considerations into account 
has a positive effect on investment performance.

The ESG Committee, the central driver of ESG integration, is responsible for formally merging the portfolio  
management and sustainability functions. As such, the ESG Committee is in charge of defining a sustainable 
investment strategy and provides a platform for discussing and deciding key ESG topics within portfolio  
management. 

The analysis of ESG factors supports fundamental research into understanding risks and issues relating to  
structural growth.

Investment decisions based on ESG considerations relevant to  
all funds in the areas of equities, fixed income and convertible bonds

Input based on
fundamental analysis

Binding indicators
or recommendations

Input

Team
Sustainability

ESG research
SIRIS

Sector research

Engagement
strategy

Assessment/ 
positioning

Relative value and        
sector strategy

Sector/ 
country experts

Output

Portfolio structure

Ex-post controls

Risk management

Head of PM 
Equities

Head of 
Sustainability 

Research

Head of PM 
Fixed income

Senior Research 
Manager Equities

Group leader 
Sustainability

ESG 
Committee
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Impact of ESG considerations on companies and capital markets

E
Environment
• Climate change
• Shortage of resources
• Water scarcity

Sustainability

S
G

Social
• Health
• Demographic shifts
• Food security

Governance
• Corruption
• Compliance
• Transparency

•  Revenue growth with           
 green technologies 

•  Higher costs due to regulation

• Event risks 
• Reputational risks
• Regulatory risks

Capital markets

Impact on net cash fl ow

Impact on risk

Regulation

Companies

Future viability of 
business model

Innovation and 
new technologies

Substitution and 
displacement effects

Risk assessment 
and management

Claudia Heymann at the meeting on the
further development of the engagement processes
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Florian Sommer and Bastian Müller discuss sustainability solutions

SIRIS (Sustainable Investment Research Information System) 

Our sustainability research is managed using the Sustainable Investment Research Information System (SIRIS) 
developed specifi cally for Union Investment. SIRIS is a proprietary IT platform for analysing and managing 
sustainable investments. SIRIS has been used by our portfolio managers since 2013 and is operated by the 
Sustainability and Engagement team.

Our proprietary Sustainable Investment Research Information System

5 asset classes
on one SRI research platform

59,000
transferable securities

13,000
issuers

95
countries

Active 
SRI research

SIRIS

25 SRI portfolio managers / 
analysts

MSCI
RepRisk
Trucost 
Vigeo Eiris
imug

SRI raw data

Equities
Corporate bonds

Government bonds
Covered bonds

Convertible bonds

Asset classes
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The SIRIS cockpit

The SIRIS cockpit allows the different sustainability characteristics (e.g. ESG,  
screening filter, CO2) of a portfolio to be analysed at the touch of a button.  
The SIRIS cockpit is a portfolio analysis tool that shows every portfolio manager  
 the figures for the agreed sustainability components on a daily basis.

49.11

0

19.65

145.81

35.7

19.35

13.95

237.05

37.56

−100.00

40.82

−38.49

ESG score

Failure rate (%)

Sustainability impact rate (%)

CO2 intensity: tonnes of CO2 / US$ million of revenue

Portfolio,  
client portfolio

Benchmark Delta

CO2

E
S
G
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At the beginning of 2009, Union Investment became one of the first fund management 
companies to start checking the sustainability of its real estate investments using its own 
rating system, the Sustainable Investment Check. With the help of this tool, projects in the 
planning phase as well as portfolio properties can be more efficiently screened for their 
strengths and weaknesses in terms of sustainability. Real estate that does not meet a 
minimum standard will not be considered for purchase. 

The Sustainable Investment Check is based on sustainability criteria which were identi-
fied as relevant from an investor’s or tenant’s perspective, and a range of international 
certification standards were used as guidance in the selection of these criteria. 

Environmental (E) Social (S) Governance (G)

1. Climate change

2. Air pollution

3. Water scarcity

4. Biodiversity

5. Ecosystems

6. Natural disasters

Data sources

• World Bank

• United Nations

• Global Footprint Network

• World Bank

• United Nations

• WHO

• World Bank

• Transparency International

• Freedom House

7. Education system

8. Health system

9. Demographic change

10. Security

11. Poverty

12. Social disparity

13. Rule of law

14. Political stability

15. Democratic rights

16. Regulation

17. Bureaucracy

18. Corruption

Sustainability strategies in all key asset classes 
 
While we use the research methodology described above for equities and corporate bonds,  
when it comes to government bonds we work with a special Union Investment sustainability 
rating system, designed to produce a sustainability profile for each country. Analysts use 
differentiated ESG criteria to perform an evaluation, which culminates in the generation of 
a sustainability rating for that particular country. We can of course incorporate customer- 
specific screening criteria for government bonds – such as use of the death penalty or 
restrictions on religious freedom – into the early stages of this process too.

The ESG country rating measures the degree of sustainability  
in different countries
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8.45am – Foyer of MainTor Porta
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Ingo Speich updates Florian Sommer, Janne Werning 
and colleagues about a discussion with investors
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Customised investment solutions
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Tailor-made solutions  
for institutional clients

UnionSustainability overlay

We advise investors on sustainability approaches and criteria and on how they are applied in the various asset 
classes. At the same time, we undertake active sustainability research using customer-specific criteria and monitor 
investments and reporting on an ongoing basis.
 

We offer our clients a range of different solutions for sustainable investment,  
which determine the individual make-up of the portfolio and can be combined  
as required.

• Balanced
• Fixed income
• Renewable energies
• Convertible bonds
• Equities

Asset class Institutional Funds

UnionSustainable portfolios
 
Customer-specific requirements covering the various asset classes can be individually implemented within the 
framework of individual portfolios. Portfolios are organised and continually adjusted according to these sustain-
ability and capital market criteria. At the same time, Union Investment also offers attractive retail solutions in a 
variety of forms for institutional investors. 

*Realigned August 2014, last revised April 2017.

• UniInstitutional IMMUNO Nachhaltigkeit
• UniInstitutional Euro Covered Bonds 4–6 years Sustainable*
• UniInstitutional EM Corporate Bonds Low Duration Sustainable
• UniInstitutional Global Corporate Bonds Sustainable
• UniInstitutional Green Bonds
• UniInstitutional Infrastruktur SICAV-SIF Erneuerbare Energien
• UniInstitutional Global Convertibles Sustainable
• UniInstitutional Dividend Sustainable
• UniInstitutional SDG Equities

UnionSustainability overlay UnionSustainable portfolios UnionEngagement

Sustainable investment solutions

SRI rating portfolios 
and custody accounts

Customised SRI client  
investment solutions

UnionVoice 
dialogue with companies

SRI research indices  
and universes 

Multi-asset 
ESG integration

UnionVote  
voting rights

The latest information about our funds is available  
at www.union-investment.com
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Engagement
report

UnionEngagement – active shareholding
 
We pursue an engagement strategy that is based on active engagement and dialogue on the part of shareholders 
in order to influence company policies. Our aim is to achieve a sustainable increase in the value of the assets 
under our stewardship. 

Constructive dialogue with companies is central to our role as an active shareholder. We support companies 
over the long term and provide crucial input by visiting them and by contributing to the debate and voting at 
shareholders’ meetings. 

In addition to purely economic aspects, active ownership specifically addresses environmental, social and regula-
tory issues. 

Company visits, where senior executives field questions from Union Investment, represent a key component of 
our constructive dialogue. In addition, our fund managers are constantly exchanging ideas and information with 
the companies concerned. Our assessment of the business models and future viability of companies is based on 
more than 4,000 investor meetings (including visits to companies) of which 300 discussions are solely concerned 
with sustainability issues. In addition, we attend approximately ten to 15 annual general meetings every year with 
the express purpose of contributing to debates. 

UnionEngagement is a key tool in our engagement approach  

UnionVoice
• Investor meetings
• Annual general meetings
• External platforms

Voting guidelines

Engagement agenda

UnionEngagement
Active influence  

UnionEngagement

UnionVote
• Exercising voting rights
• Client & third-party portfolios
• Own-account portfolios
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MTP 05.114 – Debating the big questions in investment research
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Research and academic work
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Research and academic work

We regularly conduct academic studies in partnership with prestigious university 
faculties in order to examine facts and their context. This is a selection of our most 
recent studies.

More information is available in the analytical report at 
www.union-investment.com 

Study 1

Investing sustainably with no performance downside

When discussing the pros and cons of sustainable investments, one supposition – that sustainable investments 
do not perform as well as traditional investments – remains stubbornly central to the debate. 

Our studies and reports confirm that this widely held prejudice constitutes the greatest obstacle to decisions in 
favour of sustainable investment strategies. This prompted us to support a research project conducted by the 
Research Center for Financial Services at Steinbeis University Berlin entitled ‘Sustainable Investments 
in the Spotlight of Science: Value Proposition and Reality’. This is the first study to analyse differences in the 
performance of sustainable and traditional investments. The Steinbeis study is based on an analysis of 195 
scientific studies on relevant topics and on its own calculations.

Meta-study paints a nuanced picture:
• The frequently harboured preconception that SRI delivers worse returns than conventional  

investing is false
• The majority of studies did not classify sustainable investments as having a worse risk/return profile
• Interestingly, the inclusion of sustainability aspects tends to have a rather positive impact across  

all asset classes 
• A few of the studies examined indicate that active managers enjoy an advantage when it comes 

to sustainable investment
• SRI is subject to lower event risk 
• Very strict screening and exclusion criteria may have an adverse effect on the performance  

of sustainable investments because of the restricted investment universe 
• In the case of sustainable funds, the greatest potential for success is frequently attributed to  

best-in-class approaches 



35

Companies circumvent 
government obligations 

(shadow economy)

Companies exploit their 
relationships to achieve 

market power

Corrupt legal system  
undermines rule of law

Individuals can change 
jurisprudence for their  

own benefit

Social conflicts due 
to corrupt elites

Lack of controls 
and risk of balance 
sheet manipulation

Corruption

Politics/govt.

Legal system

EconomySociety

Reforms are not backed by the 
population (protests/tax fraud)

Reduced political effectiveness

Loss of equal opportunities Manipulated competition

Reduced political effectiveness

Lack of transparency leads to 
mismanagement and the risk 

of data manipulation

Contagion effects of corruption that are relevant for credit ratings

More information is available in the study at  
www.union-investment.com 

Study 2

Corruption and downside criteria for government bonds

Union Investment has devoted particular attention to the topic of corruption, and produced a study on this 
in 2014. Corruption is one aspect of sustainability in both Europe and the emerging markets that should not be 
underestimated. 

Experts have long noted a direct correlation between corruption and the increased risk of state bankruptcies. 
Are indicators reliable enough to allow asset management to take more account of this issue now? The study 
provides empirical evidence of the importance of the corruption element as part of a risk filter for credit ratings. 



36

Available at www.union-investment.com

Study 3

Political risks and their impact on government bonds
 
From an investor’s perspective, the question as to whether a country is exposed to the risk of violent conflict has 
major implications for the prospective yields on bonds, equities and currencies. Political risk premiums therefore 
represent a key factor in the valuation of securities, which is why an early warning system is so very important. 
Drawing on the analysis by Dr Mauricio Vargas and Florian Sommer, we have succeeding in developing 
such a system, and in putting a figure on political country risks. Corruption and inflationary price hikes play a 
very prominent role in this regard as explanatory variables. 

However, the probability that social phenomena (such as violent conflict) will occur does not follow any 
directly discernible rules, so calculating it involves a considerable degree of difficulty. The process of identify-
ing political country risk relevant to capital markets thus highlights the highly complex nature of the analysis 
required. For example, it is possible to identify countless specific reasons why political unrest arose in a particular 
country. The range of identified causes is broad and includes ethnic, religious and social diversity, adverse trends 
and imbalances in the economy, and a whole spectrum of institutional and governance factors. Furthermore,  
a comparative analysis covering a large number of countries also establishes that it is extremely difficult to  
find generally applicable causes which can be used as a kind of risk template. In each case it is country-specific 
factors of the sort referred to above that have made a critical contribution to determine local events.
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+49 69 2567-2117

astrid.joost@union-investment.com

+49 69 2567-2945

hilmar.roenner@union-investment.com

Astrid Joost-van der Spek

Head of International Account Management

Hilmar Rönner

Senior Client Service Manager

As specialists for sustainable investments we precisely reflect your requirements in environ-
mental, social and governance matters, and monitor compliance. To provide you with  
a personal service is of utmost importance to us. Our staff specialise in different client groups, 
and they are ready to offer you their experience and expertise. Here are seven of our most 
seasoned advisors.

Your contacts

The specific requirements of institutional investors demand customised  
solutions. We develop investment strategies for you that are tailored  
exactly to your statutory and regulatory obligations. 

UK, Asia, Switzerland:
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Scandinavia:

Italy:

+49 69 2567-2551

karsten.holetzek@union-investment.com

+49 69 2567-1923

valbone.alili@union-investment.de

+49 69 2567-1015

katharina.kriesche@union-investment.com

Karsten Holetzek

Senior Account Manager

Valbone Alili

Client Service Manager

Katharina Kriesche

Client Service Manager

+49 69 2567-2738

ulla.fetzer@union-investment.com

Ulla Fetzer

Senior Account Manager

+39 0473 240 111

andreas.platter@union-investment.com

Andreas Platter

AP Invest Consulting GmbH

Netherlands, Belgium, 
Luxembourg:



Disclaimer 

By reception of this document, you agree to be bound  
by the following restrictions: 

This document is intended exclusively for Professional 
Investors and you confirm that you are a Professional 
Investor. This document is not for distribution to Retail 
clients.

The information contained in this document should not 
be considered as an offer, or solicitation, to deal in any of 
the funds mentioned herein, by anyone in any jurisdiction 
in which such offer or solicitation would be unlawful  
or in which the person making such offer or solicitation 
is not qualified to do so or to anyone to whom it is 
unlawful to make such offer or solicitation.

This document does not constitute a recommendation 
to act and does not substitute the personal investment 
advice of a bank or any other suitable financial services 
consultant or specialist in taxation or legal advice. The 
descriptions and explanations are based on our own 
assessments and are limited to the facts at the time 
of the preparation of this document. This applies in 
particular also as regards the present legal and taxation 
environment, which may, at any time, change without 
advance notice. 

This document was prepared with due care and to the 
best of knowledge of Union Investment Institutional 
GmbH, Frankfurt/Main, Germany. Nevertheless, the in-
formation originating from third parties was not verified. 
Union Investment Institutional GmbH cannot guarantee 
that the document is up to date, accurate or complete. 
All index and product names of companies other than 
those belonging to the Union Investment Group may 
be trademarks or copyrighted protected products and 
brands of these companies. 

This document is intended exclusively for information 
purposes for Professional Investors and is meant for 
personal use only and should not be disclosed to Retail 
clients. The document, in whole or in part, must not be 
duplicated, amended or summarised, distributed to  
other persons or made accessible to other persons in  
any other way or published. No responsibility can be 
accepted for direct or indirect negative consequences 
that arise from the distribution, use or amendment and 
summary of this document or its contents. 

When referring to fund units or other securities, 
there may be an analysis within the meaning of (EU) 
Regulation No. 596/2014. If, contrary to the aforemen-
tioned stipulations, this document were to be made 
accessible to an unauthorised reader, or otherwise 
distributed, published, and where applicable, amended 
or summarised, the user of this document may be subject 
to the provisions of (EU) Regulation No. 596/2014 and 
the stipulations of the supervisory authorities set out for 
this purpose (in particular the applicable regulations on 
Financial Analyses).

Information on the performance of Union Investment 
funds is based on past performances and/or volatility. 
Past performance is no guarantee for future returns  
and there is no guarantee that invested capital may  
be returned.

For detailed product-specific information and indications 
on the risks of the funds mentioned in this document, 
please refer to the latest Sales Prospectus, contractual 
terms, Key Investor Information Document and the 
annual and semi-annual reports, which you can obtain, 
from www.union-investment.com. These documents 
form the sole binding basis for the purchase of Union 
Investment funds.

We work for your investment
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Contact

Union Investment Institutional GmbH  
Weissfrauenstrasse 7 
60311 Frankfurt am Main
Germany 
  
Telephone +49 69-2567-7652  
Fax  +49 69 2567-1616 
  
Email  institutional@union-investment.de 

www.union-investment.com 

READ THE PROSPECTUS BEFORE INVESTING 

Unless otherwise stated, all information, descriptions and explanations  
are dated 31.12.2017. 




