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Introduction
The ESG concept in the investment business of Zuger Kantonalbank 
(ZugerKB) describes the key aspects in relation to its responsi- 
ble investments. It explains the investment principles as well as the 
concepts and processes based on which ESG (environmental, 
social and governance) criteria are systematically incorporated 
into investment decisions. The ESG concept in the investment 
business applies to all client assets managed by ZugerKB, unless 
explicitly stated otherwise. The aim of the ESG concept is to  
show in transparent terms how responsible investments are under- 
stood and implemented at ZugerKB.

ZugerKB’s understanding of sustainability
Our understanding and concept of sustainability are enshrined in 
a harmonious interaction between business, society and the 
environment. These three factors are inextricably linked: Without 
a functioning economy, social and environmental goals can- 
not be achieved. In return, long-term economic success can only 
be achieved if the environment is intact and society is function- 
ing well. Comprehensive sustainable development is therefore of 
fundamental importance if we are to leave future generations 
with a functioning society, an intact environment and the necessary 
economic resources. With our holistic management approach,  
we are committed to underpinning our business with ethical princi- 
ples as well as social and environmental responsibilities, there- 
by fostering sustainable and beneficial development.

Responsible investments
In addition to risk and return considerations, ZugerKB consistently 
takes ESG factors into account in all areas of asset manage- 
ment and investment advice. This is based on our conviction that 
the use of ESG criteria in the investment selection process will 
contribute to a more sustainable global financial system. To that 
end, ZugerKB has issued this “ESG concept in the investment 
business”, which governs its aspirations and actions in the context 
of responsible investments. For the management of our in-house 
investment funds and in the case of our asset management man- 
dates, it has laid down the structured investment process on  
a binding basis and defined clear rules for the integration of ESG 
criteria.

ESG concept in the investment business
April 2026

ESG at Zuger Kantonalbank

Further information on sustainability and ESG  
at Zuger Kantonalbank:
www.zugerkb.ch/sustainability
www.zugerkb.ch/en/esg
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Whereas with traditional investments only the metrics of classic 
financial analysis are applied, responsible investments offer  
the added possibility of steering portfolios in an environmentally 
and socially responsible way. Investing in accordance with  
ESG criteria means incorporating the corresponding opportuni-
ties and risks in these three areas when making investment 
decisions. Incorporating ESG criteria into the investment decision- 
making process is designed to reduce ESG risks in the port- 
folio and allow the corresponding opportunities to be exploited. 
Companies which incorporate ESG aspects tend to exhibit  
better long-term corporate quality and a superior ability to react 
to ESG risks and opportunities compared to those with a  
poor ESG rating.

ESG committee
The ESG committee consists of the ESG analyst (Chair), Chief 
Investment Officer, Head Fixed Income & Multi Asset,  
Head Equities, Head Investment Advisory and, as advisory 
members, the Head Sustainability as well as a represen- 
tative of Investment Controlling and a representative of Product 
and Distribution Management. The ESG committee is respon- 
sible for developing the investment-specific aspects of sustain- 
ability. It supports the development and implementation of 
ZugerKB’s ESG concept, which governs the bank’s aspirations 
and actions in the context of responsible investments. The  
ESG committee is also responsible for assessing the applica- 
tion of ESG standards in individual cases.

ESG data providers
ZugerKB uses external ESG data to assess ESG-related opportu-
nities and risks in the investment process. This data serves as  
the basis for investment decisions and the systematic consideration 
of ESG opportunities and risks. For this purpose, ZugerKB pri- 
marily uses ESG data from MSCI ESG Research LLC. Other data 
sources are only used if the data from MSCI ESG Research LLC  
are insufficient. As a result, consistent application of ESG criteria 
is assured right across the investment universe.

MSCI ESG Research LLC is a subsidiary of MSCI Inc. and is among 
the leading providers of data, analysis and ratings in relation  
to environmental, social and governance (ESG). The company offers 
in-depth ESG research and valuations designed to help in- 
vestors identify long-term, financially relevant sustainable risks 
and opportunities.

ESG risks
ESG risks are events or conditions in relation to environment, 
social and governance factors that may, for example, adversely 
affect business efficiency, costs, reputation, and therefore the 
value of the company as well as the price of financial instruments, 
currently or in the future.

	 Environmental risks are commonly categorised as “physical risks” 
or “transition risks”. “Physical risks” include damage and  
costs due to climate-related extreme weather events such as 
storms, floods or heatwaves that threaten or harm a com- 
pany’s business activities or its values. “Transition risks” include 
regulatory risks, changes in consumer habits as well as  
liability and lawsuit risks. The potential introduction of a carbon 
tax is one example of a transitory risk. Such a tax could 
negatively impact the profitability of a company and reduce  
its value.

	 Social risks can arise due to a breach of labour standards, 
inadequate occupational health and safety, inadequate prod- 
uct safety, a poor approach to social issues, irregularities  
when dealing with employees, or a high rate of staff turnover. 

	 Governance risks can arise due to unequal treatment of 
shareholders, inadequate risk management, a lack of control 
mechanisms, inappropriate remuneration systems or rule 
breaches, e.g. corruption. 

ESG risks can have differing impacts on individual asset classes, 
regions, economic sectors and/or individual companies. Thus 
events such as climate change and environmental destruction,  
as well as the need to evolve into a sustainable economy,  
may lead to changes in the real economy that can create new 
risk factors for investors. This means investors should always  
take account of ESG risks in terms of risk diversification.

In the context of asset management and investment advice, ESG 
risks and key features may be taken into account or moni- 
tored through various dynamically evolving ESG approaches. For 
investors, it is important to understand that these approaches 
have varied objectives and are not all geared towards achieving 
a measurable, positive impact on ESG factors, such as a reduc- 
tion in the burden on the environment.
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Greenwashing
From a regulatory perspective, the avoidance of greenwashing 
– a central pillar of responsible business conduct – is defined  
by the self-regulation guidelines of the Asset Management Asso- 
ciation Switzerland (AMAS, Self-regulation on transparency  
and disclosure for sustainability-related collective assets, as cur- 
rently in force) and the Swiss Bankers Association (SBA, Guide- 
lines for the financial service providers on the integration of ESG 
preferences and ESG risks and the prevention of greenwash- 
ing in investment advice and portfolio management, as currently 
in force). ZugerKB is a member of the AMAS and of the SBA.  
It is therefore subject to both these bodies’ self-regulation guide- 
lines, which it implements as required. 

AMAS self-regulation refers to sustainability-related collective 
assets, where it draws a distinction based on “alignment”  
with sustainability objectives or “contribution” to sustainability 
objectives. “Alignment” means investments are in line with  
a sustainability objective, for instance through investments in 
companies with sustainable products or a good ESG per- 
formance. A “contribution” goes beyond this and requires that  
the investment has a direct and positive, measurable impact  
on a sustainability objective. Based on the AMAS definition, 
ZugerKB’s investment funds have an “alignment” objective.

On the other hand, the bank’s (portfolio-based) investment advice 
and asset management are governed by the SBA self-regula- 
tion guidelines. These guidelines distinguish between “ESG invest- 
ment solutions”, where ESG factors are considered primarily  
for assessing opportunities and risks in the investment process, and 
“sustainable investment solutions”, which pursue an explicit 
sustainability objective. ZugerKB’s asset management mandates 
can be classified as “ESG investment solutions” as defined by  
the SBA.

Our structured process ensures that the defined sustainability re- 
quirements are implemented correctly. When implementing  
their investment decisions, our portfolio managers ensure that the 
specified sustainability policy is complied with. Investment 
Controlling monitors compliance with the processes on a regu- 
lar basis.

Transparency is a key factor for the avoidance of greenwashing. 
ZugerKB’s sustainability policy (basic principles, scope and 
implementation), this ESG concept, as well as other ESG-related 
information, are therefore publicly available on our website. 

ESG integration
ESG integration is defined as the explicit and systematic incor- 
poration of ESG aspects into investment analysis and investment 
decisions. This comprises the integration of ESG factors into 
various stages of the investment process through the linking of 
financial information with specific ESG-related aspects. In 
addition to risk and return considerations, ESG factors and the 
associated aspects are an important element and are also 
incorporated into the investment decisions. At ZugerKB, a port- 
folio is constructed via a two-stage selection process that 
combines responsible as well as traditional financial analysis 
factors. As the investment processes differ based on invest- 
ment class, investment strategy and availability of ESG data, 
ZugerKB defines the specific measures for implementing  
ESG integration for each ESG subfund.

Exclusion criteria (negative screening) 
Through the application of various ESG exclusion criteria, ZugerKB 
systematically reduces the risks that can arise due to controver- 
sial business activities and additionally concentrates on companies 
with greater resistance to long-term, sector-relevant ESG risks. 
Issuers who fail to comply with defined standards or values closely 
related to the aims of sustainability are thus excluded.

Exclusion criteria Direct investments Investment funds 

Norms-Based
UN Global Compact Result = «fail» Fund share ≥ 3 %
ESG controversies Result = «red» Fund share ≥ 3 %
Controversial weapons Sales share > 0 % Fund share ≥ 3 %
Nuclear weapons Sales share > 0 % Fund share ≥ 3 %

Values-Based
Conventional weapons Sales share ≥ 5 % Fund share ≥ 8 %
Thermal coal Sales share ≥ 5 % Fund share ≥ 8 %
Unconventional oil & gas Sales share ≥ 5 %
Nuclear energy Sales share ≥ 5 % Fund share ≥ 8 %
Adult entertainment Sales share ≥ 5 % Fund share ≥ 8 %
Tobacco Sales share ≥ 5 % Fund share ≥ 8 %
Gambling Sales share ≥ 5 % Fund share ≥ 8 %
ESG rating «B» or «CCC» «B» or «CCC»

Country-Based
UN sanctions Result = «yes»
Government ESG rating «B» or «CCC»



8912-0426 / Page 4 of 7

We distinguish between norms-based exclusions (exclusion of 
companies that violate internationally recognised norms  
and standards), values-based exclusions (exclusion of companies 
whose business activities are deemed inadmissible for an in- 
vestor) and country-based exclusions (countries that systematical-
ly breach international standards). If necessary, these exclu- 
sion criteria or controversial business areas and turnover thresholds 
can be adjusted within the sustainability concept on the basis  
of a more detailed breakdown.

Best-in-class (laggards-out approach)
Implementation of best-in-class with a laggards-out approach pre- 
vents investments (direct investments as well as investment  
funds) classified as “laggards” by MSCI from being included in 
ZugerKB’s responsible investment universe. These are com- 
panies that have been given an ESG rating of “B” or “CCC” by 
MSCI ESG Research. This avoids investments being made  
in companies that have a high sustainability risk.

The MSCI ESG rating measures a company’s dependency on and 
resilience to long-term ESG risks of relevance to its sector. 
Whereas the leading companies (rated “AAA” and “AA”) have 
their ESG risks and opportunities under control and are there- 
fore less exposed to potential risks, the laggards (rated “B” and 
“CCC”) do not have such management processes in place. 
Laggards can suffer from regulatory pressure, reputation loss or 
financial sanctions over the long term.
 
Positive screening/tilting
Positive screening/tilting describes a sustainable investment ap- 
proach where companies, sectors or issuers with above-average 
ESG characteristics are systematically preferred. Selection is 
made based on clearly defined qualitative and quantitative crite- 
ria (e.g. ESG ratings or ESG scores), the aim being to give  
greater consideration to investments that have a better sustaina-
bility profile than their peers.

The resilience of securities or portfolios to long-term, sector-relat-
ed ESG risks is characterised by an MSCI ESG score of be- 
tween 0 and a maximum of 10. At the same time, the ESG score is 
assigned a rating code of “CCC” up to a maximum of “AAA”.
 
	 Equity and bond funds each have a core investment universe. 

When constructing an ESG subfund’s portfolio, the portfo- 
lio manager uses an optimisation approach to exceed the ESG 
score of the respective core investment universe, resulting in  
an improvement in the ESG score of the ESG subfund versus the 
respective benchmark index.

	 Strategy funds do not have a core investment universe.  
When constructing the subfund’s portfolio, the weighting of  
all securities within the fund’s assets with an ESG score  
lower than “BBB” must not amount to more than 20 percent  
in overall terms.

Stewardship
ZugerKB has decided to implement stewardship (consisting of 
proxy voting and engagement) in relation to its in-house investment 
funds, largely within the framework of the Swiss Stewardship 
Code and according to the Principles for Responsible Investment 
(PRI). The Swiss Stewardship Code is applied on a voluntary  
basis and serves as a recommendation. For practical implementa-
tion, we have delegated stewardship to our fund manage- 
ment company, which in turn works with Columbia Threadneedle 
Management Limited, London (CTML). 

	 Proxy voting: The exercising of membership rights includes the 
exercising of voting rights. As proxy, CTML has been man- 
dated to exercise voting rights at all general meetings relating 
to the relevant subfunds (equity funds) independently and 
exclusively in the interests of the investors. Upon request, in- 
vestors may receive information from the fund management 
company on the exercise of membership rights. 

	 Engagement: Engagement is defined as a constructive dialogue 
with issuers about ESG risks that could have a material neg- 
ative impact on their business. For ZugerKB, engagement refers 
to financial performance, sustainability-related risks and 
opportunities as well as other factors, divided into core themes 
such as climate change, human rights and governance,  
and into a series of sub-themes. CTML conducts a dialogue 
with selected companies in which the relevant subfunds  
(equity and bond funds) are invested. The aim of this dialogue 
is to encourage companies to move towards best practice  
in key ESG areas. 

	 Escalation: Fundamentally, the aim is have a constructive 
dialogue with the selected companies that leads to the desired 
result for all parties involved. However, CTML may consider 
escalating if the companies do not show any progress on matters 
deemed to be in clients’ best long-term financial interests. 
Escalation activities take place in cooperation with other invest- 
ment companies. Various options through to partial or com- 
plete divestment are available and send a clear signal to the 
companies concerned. 

	 Reporting: ZugerKB publishes a summary Stewardship Report 
on its website on a quarterly basis. This discloses the  
voting rights and engagement activities performed on behalf  
of ZugerKB based on the aggregated holdings of the  
relevant subfunds.
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Climate focus for equity funds
Based on emissions data for 2022, a –35 percent reduction 
pathway for carbon intensity by 2030 was formulated for each of 
our in-house equity funds. This takes account of Scope 1 + 2 
emissions data. The data for the calculations was obtained from 
MSCI ESG Research LLC. The reference values (starting points)  
for the reduction pathways are based on the carbon intensities 
(Scope 1 + 2) of the respective benchmark indices at the end  
of 2022.

The respective subfund is constructed by the portfolio manager in 
such a way that it shows a weighted average carbon intensity 
that is below a reduction value which is reduced by 5.24 percent 
annually versus the respective reference value as at 31 December 
2022. Thus the aim is for the respective subfund to have a carbon 
intensity that is 35 percent lower than the reference value by the 
end of 2030. ZugerKB calculates the weighted average carbon in- 
tensity of the fund assets concerned annually as at 31 December 
and discloses this in the ZugerKB Sustainability Report. The carbon 
intensity of a subfund may also increase between these reference 
dates and may be above the relevant target reduction pathway.

Selection of target funds
Similar ESG criteria are used for investments in target funds, 
though without specifying the data providers and data sources or 
the precise operationalisation of the criteria. Target funds are 
admitted to the sustainable investment universe if, in addition to 
exclusion criteria, they show additional ESG characteristics  
and have a defined sustainability policy. The investments and 
exclusions contained in the target funds do not necessarily  
have to match ZugerKB’s ESG approach.

Investments in target funds that do not meet these requirements, 
or for which there is no adequate ESG data coverage, and in 
target funds that exclusively use “exclusions” as their sustainability 
approach, can only be made following approval by the ESG 
committee and only subject to the limits stated in the following 
section. ZugerKB requests the required information from  
the target funds twice a year in order to ascertain whether the 
products used correspond to the ESG conditions set out in  
the fund prospectus.

Investments with insufficient ESG coverage
In addition, a maximum of 10 percent of the subfund assets in the 
case of equity funds and 20 percent of the subfund assets in  
the case of bond and strategy funds may be invested in securities 
that do not correspond to the requirements of the sustainability 
approaches specified above. This is mainly because the tactical 
asset allocation, liquidity management and hedging may be 
carried out through index futures which do not have a sustainabil-
ity rating. 

Furthermore, investments may be made in securities that do not cor- 
respond to the requirements of the sustainability approaches 
specified above, in particular due to minimal or non-existent ESG 
data coverage for individual investments (e.g. no ESG rating  
or no data for assessing the sustainability profile) or due to the lack 
of any opportunity to incorporate ESG factors in the case of 
certain investment classes. However, this is only possible after prior, 
formal approval by the ESG committee. 

Investments with inadequate ESG data coverage that do not meet 
ZugerKB’s ESG criteria in terms of quality cannot be acquired.

ESG preferences
Establishing our clients’ ESG preferences in line with the Swiss 
Bankers Association’s binding guidelines enables us to ensure that 
the investment decisions meet clients’ ESG needs and are taken 
into account in the investments. ZugerKB differentiates between the 
following four profiles, although we reserve the right to adjust  
the parameters for implementing these profiles if required.

	 No consideration of ESG factors: ESG criteria are not relevant 
for the client and are therefore not taken into account  
when choosing investments. However, ZugerKB is free to offer 
its clients financial products with ESG features if these  
products match client requirements from a financial viewpoint.

	 Neutral: The focus is on financial interests, while the client  
has a neutral stance on the topic of ESG. ZugerKB is free to offer 
its clients financial products with ESG features if these  
products match client requirements from a financial viewpoint. 

	 Consideration of ESG factors: ESG criteria are important  
to the client and are to be taken into account in the composi-
tion of the portfolio. Accordingly, only investments from the 
responsible investment universe are recommended. 

	 Consideration of ESG and climate factors: Climate aspects as 
well as ESG are important to the client. Investments from  
the responsible investment universe are recommended. In ad- 
dition, a reduced Implied Temperature Rise is targeted  
at portfolio level. This involves a significant restriction on the 
investment universe.

Collection of carbon data in the investment business
In the context of the carbon footprint for the bank as a whole and 
the calculation of carbon reduction targets for banking oper- 
ations, we measure various carbon-related data for assets under 
management on an annual basis. Based on Scope 1–3, these are 
essentially the absolute carbon emissions (t CO2e), carbon in- 
tensity (t CO2e/USDm sales) and carbon footprint (t CO2e/USDm 
enterprise value including cash). In terms of indirect greenhouse 
gas emissions from assets under management, the methodology of 
the Partnership Carbon Accounting of Financials (PCAF) initiative  
is used. ZugerKB is a member of PCAF.
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Monitoring
The structured process, where various areas of the Investment 
Office are involved, ensures organisational implementation of the 
sustainability requirements defined in the strategy. The correct 
operation of these processes and implementation of the decisions 
are assured by Investment Controlling. When implementing  
their investment decisions, our portfolio managers ensure that the 
specified sustainability policy is complied with. 

On a weekly basis, Investment Controlling checks compliance with 
the ESG-related requirements as well as other rules that need  
to be taken into account by the portfolio managers. This involves 
screening the entire universe based on raw ESG data. In this  
way, possible breaches of ESG investment restrictions can be iden- 
tified at an early stage. All checks and events are carefully 
documented and archived to ensure full transparency and veri- 
fication of our monitoring measures at all times. Positions  
that breach requirements must be adjusted on a timely basis.

Reporting
ZugerKB’s reports provide our investors with transparent infor- 
mation in relation to sustainability and ESG and are supplemented 
by other publications on our website.

	 The bank’s Sustainability Report: ZugerKB prepares its 
Sustainability Report in accordance with the Standards of the 
Global Reporting Initiative (GRI) and the content require- 
ments specified in Art. 964 CO on non-financial reporting. The 
CO article is aimed at creating transparency regarding  
the bank’s business model and its impacts on society and the 
environment. In the Sustainability Report, the bank pro- 
vides detailed and transparent information about its objectives, 
potential for improvement and milestones on the way to 
becoming a sustainable bank. 

	 Sustainability reporting for our investment funds: As a member 
of AMAS, we are required to prepare a sustainability re- 
port for each in-house investment fund at least once a year. 
This report describes the sustainability approaches used,  
by comparing the key ratings, metrics and other relevant infor- 
mation with the respective benchmarks, where relevant.

	 Stewardship: ZugerKB publishes a summary report on a quar- 
terly basis. This discloses the voting rights and engage- 
ment activities performed on behalf of ZugerKB based on the 
aggregated holdings of the relevant subfunds.
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We are signatories to or members of the following organisations

Legal disclaimer 
This document has been prepared for information and marketing purposes only and does not constitute an offer or an invitation by, or on behalf of, Zuger Kantonalbank (ZugerKB) to buy or sell financial instruments or banking  
services. It is addressed to recipients designated by ZugerKB with residence in Switzerland for personal use and may not be reproduced, in whole or in part, changed or distributed or disseminated to any other addressees without 
the written permission of ZugerKB. The information in this document is given as of a specific date and has been obtained from sources that ZugerKB believes to be reliable. Nevertheless, ZugerKB cannot make any representation 
that the information is accurate, complete or up-to-date. ZugerKB does not accept liability for any loss arising from an investment behaviour based on the information in this document. The prices and values of investments mentioned 
and any income resulting therefrom may fluctuate, rise or fall. References to previous developments do not have any bearing on future results. This document does not contain any recommendations of legal nature or regarding 
accounting or taxes. Nor should it in any way be construed as an investment or strategy that is appropriate for or tailored to the personal circumstances of the recipient. (V2026) 

This publication may contain data from third parties.
SIX Swiss Exchange AG (“SIX Swiss Exchange”) is the source of SIX indices and the data comprised therein. SIX Swiss Exchange has not been involved in any way in the creation of any reported information and does not give any 
warranty and excludes any liability whatsoever (whether in negligence or otherwise) – including without limitation for the accuracy, adequateness, correctness, completeness, timeliness, and fitness for any purpose – with respect to 
any reported information or in relation to any errors, omissions or interruptions in the indices or its data. Any dissemination or further distribution of any such information pertaining to SIX Swiss Exchange is prohibited.” Source: MSCI. 
Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any express or implied warranties or representations with respect to such data (or the results to be obtained by the 
use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of such data. Without limiting any of the fore-
going, in no event shall MSCI, any of its affiliates or any third party involved in or related to compiling, computing or creating the data have any liability for any direct, indirect, special, punitive, consequential or any other damages 
(including lost profits) even if notified of the possibility of such damages. No further distribution or dissemination of the MSCI data is permitted without MSCI’s express written consent. The MSCI EMU Top 50 index is a custom index. 
The MSCI data is comprised of a custom index calculated by MSCI for, and as requested by, Zuger Kantonalbank. The MSCI data is for internal use only and may not be redistributed or used in connection with creating or offering 
any securities, financial products or indices. The use by Zuger Kantonalbank of any MSCI ESG Research LLC or its affiliates (“MSCI”) data, and the use of MSCI logos, trademarks, service marks or index names herein, do not consti-
tute a sponsorship, endorsement, recommendation, or promotion of Zuger Kantonalbank by MSCI. MSCI services and data are the property of MSCI or its information providers, and are provided ’as-is’ and without warranty. MSCI 
names and logos are trademarks or service marks of MSCI. Bloomberg® and Bloomberg-indices are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited (“BISL”), the administrator of 
the indices (collectively, “Bloomberg”) and have been licensed for use for certain purposes by Zuger Kantonalbank. Bloomberg is not affiliated with Zuger Kantonalbank, and Bloomberg does not approve, endorse, review, or rec-
ommend products from Zuger Kantonalbank. Bloomberg does not guarantee the timeliness, accurateness, or completeness of any data or information relating to Bloomberg-indices. Source: London Stock Exchange Group plc and 
its group undertakings (collectively, the “LSE-Group”). © LSE-Group 2026. FTSE Russell is a trading name of certain of the LSE-Group companies. FTSE Russell® is a trade mark of the relevant LSE-Group companies and is used by any 
other LSE Group company under license. All rights in the FTSE Russell indexes or data vest in the relevant LSE-Group company which owns the index or the data. Neither LSE-Group nor its licensors accept any liability for any errors 
or omissions in the indexes or data and no party may rely on any indexes or data contained in this communication. No further distribution of data from the LSE Group is permitted without the relevant LSE Group company’s express 
written consent. The LSE Group does not promote, sponsor or endorse the content of this communication.”


