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Dear Readers,

The reporting year was marked by head-
winds in sustainable investing, often de-
scribed as ESG backlash. As a result, invest-
ment guidelines were frequently reviewed
and readjusted, decarbonization targets
modified, and exclusion criteria relaxed. Cat-
egories previously classified as non-sustaina-
ble, such as defence, are now being re-eval-
uated — even ESG cannot escape world poli-
tics. The backlash was intensified by the
ESMA guidelines for fund names: providers
adapted their product names in accordance
with regulations, which reduced the public
visibility of the topic. At the same time, me-
dia presence declined, as did the number of
conferences and webinars.

There is a certain recalibration of ESG taking
place, but the structural drivers remain: cli-
mate change with increasing physical risks,
loss of biodiversity, ongoing energy transfor-
mation, and persistent regulatory pressure.
Meanwhile, the issue of independent energy
supply is gaining importance due to geopo-
litical aspects such as Europe's dependence
on oil and gas deliveries.

The revision of the EU Disclosure Regulation
(SFDR) is now on the agenda. This again
means regulatory work for retail funds, but
also presents an opportunity for greater trans-
parency, clarity, and comparability. ESG re-
mains politically desired, even though its
specific implementation is changing. The
question is not whether ESG will remain rel-
evant, but in what form.

Regardless of ESG sentiment and regulation,
the transition from a trending topic to a fixed
part of the investment process has long been
underway. Investors are implementing their
ESG goals more professionally, and at the
same time, opinions about the specific de-
sign of sustainability remain broad. Accord-
ingly, we understand ESG as a flexible
framework for responsible investing. The fo-
cus is on our role as a solution provider —

Foreword

SEERERERERT

SRR

both for achieving our clients’ return objec-
tives and for meeting their highly specific
ESG preferences.

Sustainable investing will continue to evolve
under changing regulatory, social, and eco-
nomic conditions. The decisive factor for the
future success of the sustainability concept in
asset management is the appropriate and
comprehensible consideration of relevant
ESG aspects in the respective investment
strategies. ESG is thus not a static set of rules
but remains an ongoing process of adapta-
tion that allows plenty of room for different
approaches.

Yours sincerely

ki

Ralf Lochmuller

www.lupusalpha.com/esg
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Corporate
responsibility

Our relationships with our clients,
business partners, employees and
shareholders are defined by fairness,
solidarity and trust.

www.lupusalpha.com/esg
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LUPUS ALPHA - WHO WE ARE

Lupus alpha was founded in October 2000 as
one of Germany’s first independent asset
management companies. With a partnership-
based corporate structure and independence
from banks, the founding partners laid the
foundation for a unique corporate culture
that provides optimum support for a focus on
quality and performance and offers long-term
prospects for the Company’s top performers.
This continues to make Lupus alpha a genu-
ine alternative to the dominant market com-
petitors for professionals and talent.

Since the company was founded, we have fo-
cused on investment approaches in special-
ised asset classes with particular return driv-
ers. Lupus alpha started out in the European
small- and mid-cap segment with one of the
largest and most experienced teams in Ger-
many specialising purely in this asset class.
With its active, bottom-up approach based
on fundamental research, the young asset
manager was able to continuously and sus-
tainably generate added value for investors.
As one of the first providers of absolute return
concepts, Lupus alpha continued its speciali-
sation in 2003, initially expanding its product
range to include derivative-based global eg-
uity strategies and, in 2007, volatility strate-
gies. This development was triggered by
growing demand for liquid alternative invest-
ment approaches among institutional clients
and a wider statutory framework.

Today, the product portfolio includes invest-
ment concepts in the asset classes equity,
convertible bonds, collateralised loan obliga-
tions (CLO), volatility, and risk overlay. With
almost 100 employees, including 35 portfolio
management specialists, we use specialised
strategies to systematically uncover new al-
pha sources and sustainable risk premiums
for our investors. By doing this, we create in-
novative opportunities for them to further di-
versify their overall portfolio.

Corporate responsibility

Lupus alpha has set itself an ESG mission
statement in 2022, which guides the ESG
strategy:

Lupus alpha has stepped up to create value
and added value from responsibility: We sup-
port people and institutions in shaping their
financial future. We are convinced that it is
impossible to separate provision for the finan-
cial future from responsibility for a future in
which we all want to live.

Responsible investing makes an important
contribution to this. Since its founding in
2000, Lupus alpha has placed long-term re-
sponsibility for achieving superior investment
results and building and maintaining trusting
and resilient relationships with clients, em-
ployees and other stakeholders at the fore-
front of its actions and investments.

As asset managers, we are aware of our fidu-
ciary responsibility to our clients at all times.
Responsible investing is inextricably linked to
this fiduciary responsibility. We aim to de-
liver above-average performance and out-
standing service to our investors over the
long term, thereby creating real added value.
By carefully and comprehensively consider-
ing ESG factors, we can identify special in-
vestment opportunities and detect sustaina-
bility risks earlier.

In our sustainable investment strategies, we
make targeted use of the weight of the capital
that we manage in trust for our clients: For
us, sustainable investing, which takes into ac-
count environmental and social aspects as
well as responsible corporate behaviour, is a
decisive key to forward-looking active invest-
ment decisions. Our ESG investments thus
make a contribution to the necessary change
in our economy and society.

We have been a signatory to the Principles
for Responsible Investment (PRI) since 2015.
They not only define our framework for ac-
tion but are also an incentive for us to formu-
late ambitious goals and continuously de-
velop ourselves further. We have also been a

www.lupusalpha.com/esg
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member of the Forum Nachhaltige Geldanla-
gen (FNG) since 2019 and a member of the
Institutional Investors Group on Climate
Change (IIGCC) since 2024.

As a signatory to the UN PRI, we define our
key ESG priorities annually and derive spe-
cific measures from them. Responsibility for
their effective implementation lies with the
Executive Board. All employees are responsi-
ble for ensuring that they are implemented ef-
fectively as part of their respective roles.

RESPONSIBILITY TOWARDS CLIENTS AND
BUSINESS PARTNERS

We place particular emphasis on maintaining
a cooperative relationship with our clients to
ensure that we can recognise their needs as
accurately as possible at all times and offer
them a genuinely personalised service.

Sustainable investment strategies have long
formed part of these client needs and have
been gaining significance for some time now.
In light of this, our integrated range of ser-
vices also includes implementing tailored so-
lutions for our institutional investors using
our own sustainable investment approaches.
We also provide our clients with regular re-
ports and up-to-date information on our in-
vestment strategies to ensure maximum trans-
parency with regard to the investment pro-
cess, performance and relevant ESG indica-
tors. If adjustments are made to the product
side or in the processes, we inform our cus-
tomers immediately about these changes and
thus keep them constantly up to date. As well
as taking comprehensive measures to ensure
compliance with laws and regulatory require-
ments as a matter of course, Lupus alpha also
applies the Rules of Conduct issued by the
German Investment Funds Association (BVI).
Ensuring that our relationships with our cli-
ents, business partners and employees are de-
fined by fairness, solidarity and trust and that
we communicate transparently with all stake-
holder groups is important to us.

Corporate responsibility

Lupus alpha expects its employees to behave
with integrity towards its clients and business
partners to avoid conflicts of interest and act
consistently in the interests of the clients. Fur-
thermore, all processes are constantly moni-
tored in accordance with relevant rules. Em-
ployees who work with our business partners
receive regular training on issues such as pre-
venting money laundering and insider trading
in order to become aware of these issues. In-
dividual departments are also subject to regu-
lar risk monitoring to ensure that operational
and procedural risks are constantly moni-
tored.

As part of our outsourcing partners’ risk anal-
ysis, we assess how they implement ESG cri-
teria within their companies. If individual cri-
teria are not met, we reserve the right to take
further action and terminate existing business
relationships in cases of doubt.

RESPONSIBILITY TOWARDS EMPLOYEES

Lupus alpha’s corporate culture is defined by
open, constructive communication, a high
degree of personal responsibility and the sat-
isfaction of our employees. A positive work-
ing environment is as crucial as professional
development and wellbeing. We help our
employees to continually develop their pro-
fessional and social skills and open up their
professional prospects. After all, only highly
motivated staff can deliver the best perfor-
mance for our clients. Dedicated, skilled em-
ployees make a decisive contribution to the
long-term success of the Company and help
us to gain an important competitive ad-
vantage in the asset management sector. This
means not only attracting the best talent but
also motivating them to be top performers
and keeping them at the Company in the
long term. We treat each other as equals and
invest systematically in young talent and
leaders who actively take responsibility and
drive Lupus alpha forward.

The annual Open Forum employee survey
was introduced back in 2000 to promote an

www.lupusalpha.com/esg
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open critical exchange of views between em-
ployees, management and partners. This
communication platform contributes to the
internal discussion and helps us to form opin-
ions about issues that are important to our
employees, which in turn enables us to re-
spond with specific measures where appro-
priate.

Employees across all departments are also in-
cluded in the further development of the
Company’s strategy via the annual targets
workshop, where suggestions from our em-
ployees are collected, discussed and priori-
tised. Selected proposals are then incorpo-
rated into annual target planning, and the
necessary measures are implemented by
cross-functional project teams.

Good ideas often originate within our own
workforce. Lupus alpha aims to ensure that
such ideas are not lost and therefore encour-
ages employees to contribute their sugges-
tions — whether small impulses or major in-
novations.

Against this background, a concept for a con-
tinuous idea management process was devel-
oped in 2022 and launched for the first time
in 2023. Since then, employees have had the
opportunity throughout the year to submit
their ideas as part of an idea competition. All
submitted ideas are evaluated, and the best
ones are awarded at the end of the year.

The program once again met with strong in-
terest in 2025: more than 40 ideas were sub-
mitted across a wide range of categories.
They ranged from proposals in the field of IT
to ideas related to corporate culture and or-
ganization, as well as the optimization of in-
ternal processes and workflows. All ideas are
reviewed and evaluated by an internal idea
management committee composed of em-
ployees from various departments. If the ini-
tial evaluation is positive, further discussions
take place with the relevant specialist depart-
ment. It is important to us that every idea

'The European Federation of Financial Analysts Societies.

Corporate responsibility

receives attention. However, not all pro-
posals can be implemented — for example,
due to technical, financial, or other reasons.

Professional development

When it comes to professional development,
Lupus alpha offers various programs tailored
to our employees’ individual roles. In addi-
tion to the “Introduction Day”, which pro-
vides an overview of all the Company’s divi-
sions, additional opportunities are also avail-
able to new employees. Every new joiner is
assigned an experienced senior manager as
part of Lupus alpha’s mentoring program.
This program promotes the systematic inte-
gration of new colleagues. In addition, inter-
nal “Lunch & Learn” sessions can be orga-
nized, providing a platform for different de-
partments to present, for example, investment
strategies, processes, or background
knowledge in detail to all interested col-
leagues. A special advanced training pro-
gramme is also available to employees pro-
moted into leadership roles. Combined with
professional external training seminars, the
Leadership Program provides new leaders
with the best possible preparation for their
role within the Company and their team.

The Company specifically promotes profes-
sional development in the area of sustainable
investments with CESGA® (Certified ESG An-
alyst) certification from EFFAS.! Employees
also have the opportunity to make use of the
part-time CFA program or MBA degree
courses. The aim is to provide the best possi-
ble personalised training for our employees
that takes their personal wishes and needs
into account while also meeting professional
requirements.

Health
Actively promoting the health and wellbeing

of our employees is an important issue at
Lupus alpha. All staff have access to a fitness

www.lupusalpha.com/esg
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studio where they can develop and prepare
an individual training plan with a personal
trainer. In addition, employees regularly form
self-organized sports groups that engage in
activities together or take part in competi-
tions, such as the Generali Tennis Business
Cup or the Willkie Business Cup hosted by
Eintracht Frankfurt. Lupus alpha actively pro-
motes and financially supports company-
wide participation in the Frankfurt “J.P. Mor-
gan Corporate Challenge” run, which consist-
ently sees high levels of participation.

The healthcare program has been running for
many vyears. It is open to all employees and
includes a complete diagnosis day at the
DKD Helios Clinic in Wiesbaden every three
years, where a comprehensive check-up and
specialist care modules are provided. Addi-
tionally, employees can participate in various
services offered by the medical service
(B-A-D Gesundheitsvorsorge und Sicherheit-
stechnik GmbH) throughout the year, such as
vision and hearing tests, workshops on ergo-
nomic seating, or flu vaccinations. Since
2018, Lupus alpha has also provided all em-
ployees with an employer-funded private
supplementary health insurance.

An individual mobility budget that can be
used, among other things, for the purchase of
public transport tickets or for the leasing of a
job bike, gives our employees the oppor-
tunity to actively and sustainably organise
their commute to work according to their
own preferences.

RESPONSIBILITY TOWARDS SOCIETY

Since Lupus alpha was founded, we have
regularly supported charitable organisations.
These include, for example, local organiza-
tions such as the Stiftung Frankfurter Lowen-
kinder and the Frankfurter Kinderbiiro. In ad-
dition, as part of the German Scholarship
(Deutschlandstipendium), Lupus alpha sup-
ports three talented students who demon-
strate strong academic performance as well
as social and community engagement. In

Corporate responsibility

addition, we welcome and support the indi-
vidual voluntary work of our employees, for
example by giving them time off work.

www.lupusalpha.com/esg
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Responsible
1nvestment

We systematically integrate ESG
factors into the investment process
and use a flexible range of tools to
incorporate ESG risks.

www.lupusalpha.com/es
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OUR APPROACH

We understand responsible investing to
mean:

* the integration of environmental (E), social
(S) and governance (G) factors into the in-
vestment process and risk management as
well as

e the frequent exchange with companies that
we invest in, on topics regarding E, S and G
factors, asking critical questions and help-
ing to initiate changes.

We believe that these non-financial factors
have an impact on a firm’s long-term finan-
cial performance. Companies with weaker
sustainability standards usually have higher E,
S and G risks.

In addition to fulfilling our fiduciary obliga-
tions to our clients, our goal is to enter into a
long-term constructive dialogue with the
portfolio companies. These conversations are
the core of our equity strategies and we con-
sider them to be essential for our long-term
investment success.

In this context, we not only perceive ESG fac-
tors as additional risk factors, but also see the
opportunities and potential arising from the
restructuring of the economy toward greater
sustainability. In particular, companies that
can benefit from the underlying structural
growth drivers or transform their business
model accordingly offer great opportunities.

SPECIFIC ESG APPROACH

As a specialized active asset manager, we fo-
cus on the following areas:

e Small and mid caps

e Convertible bonds

*CLO

e Derivative solutions (global equity, volatil-
ity, risk overlay)

Here we choose tailored approaches for ded-
icated sustainability funds and mandates,

Responsible investment

depending on the respective investment strat-
egies and individual client needs.

Exclusions (negative screening)

In all our strategies, we employ revenue-
based and norm-based filters. This excludes
investments in companies engaged in specific
industries or sectors, and/or proven to violate
social standards and principles of good cor-
porate governance. The exact exclusions vary
depending on the strategy and fund in ac-
cordance with investor wishes and regulatory
requirements.

In our strategies with ESG characteristics, we
have applied additional exclusion criteria be-
yond minimum requirements (no controver-
sial weapons) for many years. These relate,
for instance, to the following business areas:

* Coal mining and power generation

e Fracking

* Nuclear power

e Conventional weapons and armaments

e Firearms and ammunition for civilian use
* Alcohol and tobacco

Norm-based exclusions include:

* Violations of the Organisation for Economic
Co-operation and Development (OECD)
Guidelines for Multinational Enterprises

* Violations of the UN Global Compact
(UNGC)

* Violations of international human rights
conventions and inadequate response/ac-
countability by the company

* Violations of ILO core labour standards in
the company and the supply chain, and in-
adequate response/appraisal of the com-
pany

* Very severe controversies

Positive screening

In strategies that apply positive selection, we
review the investible universe with regard to
a wide range of ESG criteria. In doing so, we

www.lupusalpha.com/esg
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take into account, among other factors, a
company’s contribution to the Sustainable
Development Goals (SDGs) adopted by the
United Nations, its ESG rating or its carbon
footprint. As part of portfolio construction,
this allows, for example, for a preference to-
ward companies that meet the criteria of a
sustainable investment within the meaning of
the Disclosure Regulation (EU) 2019/2088
(“SFDR”). In addition, these factors can be
optimised at the overall portfolio level, for
example to outperform the ESG profile of a
benchmark index.

Sustainable Investments

Generally, we measure the share of sustaina-
ble investments in accordance with the SFDR
across all our funds®. Certain funds are also
required to maintain a defined minimum
quota of sustainable investments. For the
fund Lupus alpha Sustainable Convertible
Bonds, for example, this quota amounts to 51
per cent of the fund’s assets.

Sustainable investments must meet additional
criteria. In other words, not every investment
screened based on ESG characteristics is au-

tomatically classified as sustainable. Instead,

three key requirements must be met:

1. Positive contribution to a sustainability
objective

2. No significant harm (compliance with the
so-called “Do No Significant Harm prin-
ciple”)

3. Good governance

The United Nations Sustainable Develop-
ment Goals (SDGs) play a particularly im-
portant role in this context. These 17 goals
help identify key areas that contribute to sus-
tainable development on various levels (eco-
nomic, social and environmental), e.g.

Responsible investment

e renewable energy,
* medical technology.
e water supply.

Through external ESG data providers, we an-
alyse companies’ products and services in
terms of their positive contribution to these
areas. It also becomes evident whether a
company’s activities have a negative impact
on one or more goals. Based on this analysis,
we can assess criteria (1) positive contribu-
tion to a sustainability objective and (2) no
significant harm (DNSH principle). Addition-
ally, to verify compliance with the DNSH
principle, we consider all relevant Principal
Adverse Impacts (PAls) using defined criteria
and thresholds.

The governance assessment of a company is
determined through its ESG rating.

Consideration of principal adverse impacts
on sustainability factors

In principle, we measure the PAls of the port-
folio companies in all our funds?.

For our strategies with ESG characteristics,
selected PAls from the areas E, S and G are
explicitly included in the investment process
via exclusions and engagement. For explicit
consideration in the investment processes, it
is necessary for the relevant data to be availa-
ble and of appropriate quality for a large part
of the investable universe. Otherwise, con-
sistent integration into the investment deci-
sion is not possible, and the risk of financial
as well as regulatory risks increases.

ENGAGEMENT

Active dialogue with our portfolio companies
plays an important role, particularly for our
small- and mid-cap strategies. We therefore
also consciously use this approach when im-
plementing the topic of sustainability in order
to strive for improvements together with the

2CLO funds are excluded due to insufficient data regarding their quantity and quality.
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companies. In principle, our small- and mid-
cap portfolio managers also talk and discuss
sustainability with all companies. The inten-
sity and specific topics always depend on the
relevant sector and business model. In addi-
tion to this informal dialogue, we maintain a
formal and documented engagement process
regarding selected PAls (CO, emissions and
diversity) in our small- and mid-cap strategies
with ESG characteristics and in our sustaina-
ble convertible bond strategy.

SOLUTIONS

In special funds and mandates, we imple-
ment customised sustainable investment solu-
tions for all asset classes. Clients can define
all parameters according to their guidelines,
for example revenue limits, thresholds for
ESG scores/ratings, CO, data or SDG contri-
bution. We are also able to develop and im-
plement new approaches with our clients. In
addition to company- and sector-related re-
quirements, we can also define performance
indicators at portfolio level, whereby we al-
ways focus on the compatibility of the perfor-
mance targets with the chosen sustainability
approach. We are constantly refining our
processes and analysis methods and utilise
additional external data sources, provided
they meet our data quality requirements.

INTERNAL AND EXTERNAL DATA
SOURCES

In recent years, the scope and quality of
available ESG data have steadily increased.
We have taken this into account by investing
in external research and internal expertise.
We are committed to incorporating all availa-
ble relevant information when managing our
funds as well as in client reporting.

In particular, Lupus alpha uses MSCI ESG Re-
search as an external data provider to obtain
ESG data. These cover a broad range of the-
matic areas and thus complement our own
fundamental analysis of the respective com-
panies. For the CLO segment, we also source

Responsible investment

ESG data from Moody’s, a specialized pro-
vider in this field.

In the front office, we use an internally devel-
oped ESG tool that enables portfolio manage-
ment to quantitatively check the compliance
of its investments with ESG criteria, analyse
individual securities in detail, and evaluate
aggregated portfolio key performance indica-
tors (KPIs). This tool integrates data from
MSCI ESG Research and Moody’s. For issuers
not covered by MSCI, we collect the required
ESG data ourselves via alternative data pro-
viders or by contacting the company directly.
In addition, we can also overwrite the MSCI
data in our internal systems if we determine
that it is incorrect or outdated. This process is
always carried out under the dual control
principle and must be fully documented.

When it comes to portfolio implementation,
we use SimCorp Dimension (SCD). This ena-
bles us to consistently block excluded issuers,
meaning that portfolio managers and imple-
menters can be reliably stopped from acquir-
ing shares in blocked companies.

SUMMARY

We incorporate ESG criteria into our invest-
ment process in a number of different ways:

* Integration in fundamental analysis,

e Exclusions via revenue-based and norm-
based screening,

* Positive screening,

* Engagement.

With these approaches, Lupus alpha has vari-
ous instruments at its disposal for incorporat-
ing ESG criteria into the portfolio construc-
tion process as necessary to achieve a posi-
tive and informed outcome. We implement
tailored sustainable investment solutions for
all asset classes in our special funds and
mandates, including via a combination of dif-
ferent instruments.

www.lupusalpha.com/esg
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Our Engagement

Our ESG insight 1s based on
constructive dialogue with
companies.

www.lupusalpha.com/esg
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FOCUS ON CORPORATE DIALOGUE

Constructive dialogue with the companies in
which we invest is an essential part of our in-
vestment processes. Our small- and mid-cap
team completes around 1,500 company
meetings each year. Our aim is to bring rele-
vant ESG issues to the attention of the com-
panies and to exert influence in order to ad-
dress corresponding risks and initiate positive
developments. For our small- and mid-cap
strategies with ESG characteristics, we also
conduct formal and documented engagement
with regard to selected PAls.

Governance issues play a particularly im-
portant role here, as the quality of corporate
governance is crucial to a company’s long-
term success. In this area, we focus on the in-
dividuals acting on behalf of the company,
the independence of its supervisory bodies
and how the company avoids conflicts of in-
terest. Issues concerning the configuration of
remuneration systems for management are
equally important when it comes to aligning
the interests of management with those of
shareholders and other legitimate stakehold-
ers. It is also important to ensure that man-
agement has a transparent information pol-

icy.

Questions concerning the environmental sus-
tainability of production, working conditions
and occupational safety as well as compli-
ance with legal standards — including along
the supply chain — also play a crucial role.
These issues can pose both direct economic
and reputational risks with the potential to
damage a company’s brand and threaten its
business model. Other topics discussed in-
clude resource consumption, production pro-
cesses, growth plans and the company’s cli-
mate strategy as well as the configuration of
outsourcing relationships and employee par-
ticipation. In addition, our portfolio managers
also keep in touch with their portfolio com-
panies on an ad-hoc basis as required, partic-
ularly in the event of new controversies. The
companies’ responses and measures are
monitored and documented, and these

Our Engagement

findings are taken into account when we re-
view our investment decisions.

Even in strategies where we do not have vot-
ing rights, we rely on dialogue strategies de-
spite the reduced opportunities to exert influ-
ence. In our convertible bond strategies, this
is possible directly with the portfolio compa-
nies. In our CLO strategies, by contrast, we
focus on the managers of the CLO structures.
As we do not have direct influence on the
underlying loan issuers, we engage with CLO
managers on ways to integrate ESG criteria
into their loan selection processes, as well as
on governance-related topics.

Formal engagement regarding CO; and
board gender diversity

In our small- and mid-cap strategies with ESG
characteristics and our sustainable converti-
ble bond strategy, we consider selected ESG
criteria in the form of formal and docu-
mented engagements. These criteria include
CO; metrics and board gender diversity.

While for some criteria, such as controversial
weapons or severe violations of the UN
Global Compact, only a strict exclusion is
considered appropriate, CO, metrics and di-
versity provide a good basis for engagement.
In line with the transition concept, we aim to
positively influence companies and initiate
improvements based on these two criteria.
We believe this approach is more suitable
than relying solely on strict exclusions. We
conduct formal and documented engage-
ments with companies that rank in the lowest
quartile of their industry peer group in terms
of CO; footprint and intensity (small- and
mid-cap strategies with ESG characteristics)
or in the lowest decile (sustainable converti-
ble bond strategy), or where their board lacks
female representation. However, if both crite-
ria apply simultaneously to a company, it is
deemed ineligible for investment by us.

www.lupusalpha.com/esg
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Our formal engagement activity in 2025

During the reporting year, we were engaged
in an active engagement process with 48
companies. An engagement is considered ac-
tive if at least one substantive interaction with
the company — such as via email, tele-
phone/video call, or at a conference — has
taken place. With the exception of three en-
gagement cases, the focus was on CO,. The
following charts present the engagements that
were active in 2025 across various catego-
ries.

Ongoing engagements in 2025 by strategy®

Pan european small and mid caps _ 37
Eurozone small and mid caps _ 26

Convertible Bonds - 6

0 20 40

Ongoing engagements in 2025 by sector*

Consumer Discretionary [ NENGTGTGTNGINGE 12
Industrials [ NNNRGEGCE 11
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Ongoing engagements in 2025 by country
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The chart shows that the country base of the
companies with which we are in an engage-
ment process has expanded. Compared to the
previous year, Greece, Switzerland, the
United States, Hong Kong, Denmark, and
China have been newly added. The engage-
ments in non-European countries are attribut-
able to the global convertible bond strategy.

Examples of our engagement

Trigano is a French manufacturer of mo-
torhomes, caravans, and other leisure and
camping equipment, and is one of the lead-
ing providers in Europe. In the past year, we
initiated an engagement with the company
due to comparatively weak CO, metrics. In
October, we held an exchange with Investor
Relations, focusing in particular on Scope 3
emissions. Our primary objective was to gain
a robust understanding of data quality and
methodology (including coverage of addi-
tional subcategories, potential external verifi-
cation/auditing, and the handling of uncer-
tainties), as well as the integration of climate
targets into the company’s strategy and any
tangible progress achieved to date. As not all
points could be conclusively clarified during

3An engagement case was assigned to a strategy if the company in question was included in the portfolio of the strategy during the cur-
rent calendar year after the engagement began. Consequently, and engagement case may be assigned to multiple strategies.

“4For the classification of sectors, we follow the GICS sectors.
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the discussion, we subsequently addressed
open questions in writing, which the com-
pany then answered in a detailed and trans-
parent manner. Overall, we observe steps in
the right direction: Trigano is working inten-
sively on the electrification of its motorhomes
(including initial hybrid approaches) and is
planning and pursuing a more systematic
tracking of Scope 3 emissions by product cat-
egory. In addition, the quantification of un-
certainties is expected to be given greater
consideration in the future, in line with the
GHG Protocol.

Piraeus Financial Holdings is a Greek finan-
cial holding company and the parent com-
pany of Piraeus Bank. Through this entity, the
group provides banking and financial ser-
vices such as accounts, loans, corporate fi-
nancing, asset management, as well as other
financial market and advisory services for pri-
vate and corporate clients. As part of our for-
mal CO,-related engagement, we were in di-
rect dialogue with the company in 2025. We
held a meeting with the Investor Relations
and sustainability team of Piraeus Financial
Holdings. The discussion focused in particu-
lar on data collection methodology, data
quality, and decarbonization pathways. The
company reported that it was among the first
banks in the Greek market to begin compre-
hensively measuring its emissions. In addi-
tion, Piraeus outlined the current status of
PCAF data quality as well as the next planned
steps, including the publication of a climate
transition plan with specific net zero targets
and additional SBTi-validated goals. We will
assess and evaluate target achievement, and
the measures described once the next sus-
tainability report is published (2026). Until
then, we will continue to monitor develop-
ments — particularly with regard to the transi-
tion plan and net zero ambition — and will re-
engage in dialogue if necessary.

Anta Sports Products is a Chinese company
that designs, manufactures, and distributes
sportswear, footwear, and accessories world-
wide. The company has faced allegations
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related to forced labour in China, particularly
concerning Uyghurs in Xinjiang. In Novem-
ber 2025, our ESG data provider placed the
company on a “watch list” regarding its
alignment with the UN Global Compact in
light of these allegations. In the same month,
our portfolio management team held a com-
pany meeting focused on discussing this con-
troversy. The team identified insufficient
awareness and willingness to engage substan-
tively with the issues raised and therefore de-
cided to fully divest the position for ESG rea-
sons. This case illustrates that we may decide
against an investment even when a security
remains formally investable: While we gener-
ally seek solutions through dialogue, we fa-
vour divestment where willingness and prob-
lem awareness are lacking.

EXERCISING VOTING RIGHTS

For Lupus alpha, responsible corporate gov-
ernance plays a key role in the sustainable
value creation of its investments. Lupus alpha
attaches great importance to representing the
interests and voting rights of its investors vis-
a-vis stock corporations. The voting right is
one of the most valuable rights of the share-
holder and obligates him to use it responsi-
bly. Lupus alpha thus sees responsible corpo-
rate governance as playing a key role in the
sustainable value enhancement of its invest-
ments. Accordingly, we exercise our voting
rights in the funds that we manage as a capi-
tal management company. In doing so, we
are guided by international and recognized
standards.

Voting rights are generally exercised for posi-
tions above a certain threshold (taking into
account costs and expected benefits) in order
to promote sustainable corporate develop-
ment of the portfolio companies. Voting
rights for stocks below the thresholds are only
exercised when critical agenda items or deci-
sions with a significant impact on corporate
governance or business policy are to be
voted on.

www.lupusalpha.com/esg
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Our principles for exercising voting rights can
be found here:

https://www.lupusalpha.com/esg/#publica-
tions

In the small- and mid-cap segment, regular
and direct contact between our portfolio
managers and the portfolio companies means
that any concerns can be communicated to
the company at an early stage. Concerns and
agenda items at the annual general meetings
are thus often addressed and discussed before
the vote.

Prior to each annual general meeting for
shareholdings above the threshold described
above, the agenda items are subjected to a
thorough analysis and reviewed with the help
of our voting rights philosophy. In addition,
Lupus alpha receives independent analyses of
agenda items from one of the leading exter-
nal research providers, IVOX Glass Lewis, in
this field. Our in-depth engagement with se-
lected companies and the increased level of
scrutiny applied to individual voting items
mean that we participate in fewer annual
general meetings. However, we place partic-
ular importance on substantive analysis and
targeted influence before and during the an-
nual general meetings, rather than aiming to
maximise the number of votes cast.

These analyses and recommendations from
the external research provider are then re-
viewed by Lupus alpha and are incorporated
into the voting decision-making process.
However, the final voting decision remains
entirely at the discretion of Lupus alpha at all
times. Due to our close contact with investee
companies, Lupus alpha may also deviate
from the guidelines in exceptional cases, pro-
vided that the company can credibly assure
us that it has addressed any concerns or that
it will comply with the request in a timely
and binding manner.

In general, our goal is to address important
ESG issues in advance, i.e., in regular com-
pany meetings, to initiate changes through

Our Engagement

dialogue, and thus to achieve good results to-
gether with the companies.

In 2025, Lupus alpha actively voted at 112
annual general meetings (108 companies).
The voting behaviour was as follows:

* In 63 cases, Lupus alpha voted against
management on at least one agenda item.

* In 38 cases, Lupus alpha fully agreed with
the resolutions proposed by management.

*In 11 cases, Lupus alpha abstained on at
least one agenda item while approving the
remaining items.

www.lupusalpha.com/esg


http://www.lupusalpha.com/esg
https://www.lupusalpha.com/esg/#publications
https://www.lupusalpha.com/esg/#publications

Sustainability goals
and changes 1n our
approach

We are prepared for the growing
requirements in the area of
sustainability.


http://www.lupusalpha.com/esg

19 | Lupus alpha | Sustainability Report 2025

Sustainability is evolving dynamically both
from a regulatory and a market perspective,
making the continuous review and further de-
velopment of our sustainability approaches
essential. In 2025, the following develop-
ments were of particular focus: the imple-
mentation of the ESMA guidelines on fund
names, the reclassification of a CLO fund
from Article 6 to Article 8 under the EU Dis-
closure Regulation (“SFDR”), and a market-
driven reassessment of the concept of sustain-
ability.

STRATEGIES AND FUNDS

At the beginning of the year, the focus was
primarily on implementing the ESMA guide-
lines on fund names. These define binding
criteria for funds that use sustainability-re-
lated terms in their names and aim to prevent
greenwashing through misleading naming.
For four of our mutual funds in the strategy
areas of small and mid caps, convertible
bonds and derivative solutions, this required
a clear decision: either adapt the investment
processes to the requirements or change the
names of the affected funds by no later than
21 May 2025.

We adopted a differentiated approach: two of
our funds continue to maintain a clear sus-
tainability focus and fully comply with regu-
latory requirements — including the ESMA
guidelines on fund names. These include the
Lupus alpha Sustainable Convertible Bonds
and the Lupus alpha Sustainable Return. Two
other funds continue to incorporate ESG
characteristics in their investment process,
but not in the manner required by the guide-
lines for using the term “sustainable” in the
fund name. These funds were therefore re-
named Lupus alpha Smaller Pan European
Champions and Lupus alpha Smaller Euro
Champions.

For the funds that continue to carry the term
“sustainable” in their name, we also made
adjustments to the ESG investment strategy in
line with the guidelines. Existing ESG
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exclusions were expanded to include the cri-
teria of the Paris-Aligned Benchmark (PAB).
In addition, a minimum share of sustainable
investments was introduced. To determine
this share, we rely on the methodology for
identifying sustainable investments that was
further developed in the previous year. In line
with the proposed RTS revisions by the ESAs
(December 2023), we have refined this meth-
odology. In particular, the requirements for
assessing the “Do No Significant Harm
(DNSH) principle” were tightened. All rele-
vant PAls are systematically incorporated into
the DNSH assessment, and the thresholds
and evaluation criteria applied are disclosed.
This information is published both in our ESG
methodologies on the website and in Annex
IV of the annual reports of the respective
funds.

Our sustainable convertible bonds fund
Lupus alpha Sustainable Convertible Bonds
received the FNG sustainability label for the
eighth time in a row and was also awarded
two out of three possible stars. We view these
awards as confirmation of the quality of our
ESG investment approach beyond regulatory
requirements. The award of two stars makes
it clear that we not only fulfil the FNG mini-
mum standards but also comply with addi-
tional criteria in the areas of institutional
credibility, product standards (such as the
ESG research process) and portfolio focus
(e.g. exclusions that go beyond the minimum
criteria).

Another significant development has taken
place with the Lupus alpha CLO High Quality
Invest. In October, the fund was classified as
an Article 8 product under SFDR for the first
time. Implementation posed particular chal-
lenges, as CLOs represent a niche asset class
in which ESG approaches are gaining im-
portance but remain less established than in
traditional equity or bond strategies. The main
reasons for this are limited data availability
and greater complexity. Accordingly, ESG ap-
proaches developed for other asset classes
could not be applied directly.

www.lupusalpha.com/esg
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The objective was to develop a methodology
that — given the specific characteristics of the
asset class — is transparent, meets our internal
quality standards, can be implemented con-
sistently, and can be clearly communicated
to investors. At the same time, the approach
needed to comply with regulatory and com-
pliance requirements. The development pro-
cess included, among other things, reviewing
and evaluating available data, conducting
peer group analyses, assessing and refining
internal processes, and evaluating technical
implementation options. Through an iterative,
cross-departmental process, we ultimately
developed a robust and comprehensible
methodology. As with our other Article 8
funds, this approach is described in the fund-
specific ESG methodology.

In addition, we engaged intensively with the
further development of our understanding of
sustainability in the investment context. This
was driven, among other factors, by the ad-
justment of the BVI target market concept at
the end of 2024 and the increasing public
and political debate on the role of defence
investments — such as in the context of the
Munich Security Conference or the establish-
ment of the Special Fund for Infrastructure
and Climate Neutrality in Germany. While in
the past there was often broad consensus on
basic exclusion criteria, ESG preferences to-
day are becoming increasingly individual-
ized. The topic of defence is a clear example
of this trend. We continue to take this grow-
ing individualization of sustainability prefer-
ences into account by offering tailored and
flexible ESG solutions for institutional man-
dates.

Sustainability goals and changes in our approach

REGULATION AND REPORTING

The implementation of the ESMA guidelines
on fund names required not only adjustments
to the investment strategies of certain funds,
but also a comprehensive revision of the rele-
vant product documentation — both regula-
tory and marketing-related — as well as the
content on our website. In this context, we
used the regulatory changes as an oppor-
tunity to review and further develop our
product information overall. We analysed the
design, structure, and informational content
of the materials and identified optimization
potential in several areas. For funds with an
explicit sustainability focus, the enhanced
ESG approaches were explained accordingly.
For the two funds that no longer carry the
term “sustainable” in their names, the renam-
ing was reflected across all product docu-
mentation as part of this revision.

In addition to the mandatory regulatory dis-
closures, we continue to provide fund-spe-
cific ESG methodologies on our website and
prepare customized ESG reporting for institu-
tional clients. Our aim is to ensure a high
level of transparency, take into account on-
going developments in data availability, and
address the specific information needs of our
clients in a targeted manner.

In the context of SFDR, we once again pub-
lished our PAI statement during the reporting
year. As in the previous year, the statement
includes a mandatory year-on-year compari-
son, making developments in the metrics
over time transparent. To better understand
and explain changes in PAI values, we con-
tinue to rely on our internally developed at-
tribution analysis. This enables us to quantita-
tively identify and accurately assess the driv-
ers of changes at both company and fund
level.

Another regulatory milestone emerged to-
wards the end of the year: On November 20,
2025, the European Commission published
the long-awaited draft revision of the SFDR,
often referred to as “SFDR 2.0”. This

www.lupusalpha.com/esg
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represents a significant step in the further de-
velopment of European sustainability regula-
tion in the financial sector. Last year, we be-
gan analysing the draft and participated in in-
formation events and expert dialogues. While
the final design of the future regulation re-
mains to be seen, it is already apparent that
the further development of the SFDR will be
a central topic in sustainable investing over
the next two years.

DATA AND TOOLS

In 2025, we consistently continued the devel-
opment of our data and tools and achieved
several key milestones. Building on the
groundwork laid in 2024, the requirements of
the ESMA guidelines on fund names were
fully implemented. This applied both to our
compliance software and our internal ESG
tool: enhanced exclusions were integrated,
and the minimum share of sustainable invest-
ments as well as the underlying criteria were
incorporated.

Another focus was the integration of new
data for our Article 8 CLO fund. While we
rely on MSCI data for small and mid caps,
convertible bonds and derivative solutions,
for CLOs — due to the specific characteristics
of this asset class — we primarily use data
from Moody’s as well as results from internal
analyses. This required an expansion of our
IT systems — Data Warehouse (DWH),
SimCorp Dimension (SCD), and the ESG tool
— to ensure the automated processing of the
new data points.

Our internal ESG tool is now well established
across teams and is continuously being en-
hanced to improve internal and external re-
porting, the use of ESG data, and the analysis
of ESG risks. In 2025, the focus was on gen-
erating value from the newly integrated CLO
data. For this purpose, the following analysis
functionalities were developed:
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* Pre-trade checks of CLO deals and CLO
managers

* Portfolio evaluations showing the share of
investments that (do not) meet the pro-
moted environmental and social character-
istics

* Overview of missing data points at deal
level to systematically identify data gaps

In addition, we continuously implement new
functionalities in the ESG tool based on exist-
ing data. For example, a report was devel-
oped that captures all relevant metrics for
CO,-related engagement. This includes the
carbon footprint and carbon intensity, indus-
try percentiles over time, as well as forward-
looking indicators such as SBTi targets or im-
plied temperature rise (ITR). This report ena-
bles portfolio management to view all key
metrics at a glance and conduct targeted dia-
logues with companies.

At the same time, we continued our active
exchange with various data providers. With
our existing partners, we hold regular discus-
sions to stay informed about current develop-
ments, initiate data-related improvements,
and communicate our own requirements. At
the same time, through ongoing dialogue
with additional providers, we continuously
assess the market to remain up to date in
terms of data availability, data quality, and
emerging market standards.

RISK MANAGEMENT

The consideration of ESG risks is an integral
part of our risk management. Daily general
risk reports which are sent to the responsible
portfolio managers and CIOs, include the fol-
lowing ESG metrics and PAls at fund level
and for the benchmark:

* ESG score

e Carbon footprint

e Implied temperature rise’

e Proportion of companies with violations of

The implied temperature rise is a forward-looking metric, expressed in degrees Celsius, that aims to indicate the alignment of companies,

portfolios, and funds with global temperature goals.
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the OECD guidelines (this includes the re-
view of UNGC, ILO, UNGP)
¢ Climate Value-at-Risk

In addition, a detailed ESG risk report is pre-
pared and evaluated on a monthly basis at
fund level. This is distributed to the Executive
Committee (incl. CIOs) and portfolio manag-
ers. The report contains the following infor-
mation for fund and benchmark:

* ESG rating
— List of companies with an ESG rating be-
low BB
— ESG rating distribution
— ESG score and components (E, S and G)
over time
e Carbon footprint
— Distribution of carbon footprint deciles
— List of companies in the fund in the worst
decile
— Evolution of carbon footprint (Scope 1,2
and 3) over time
e Implied temperature rise®
— Distribution by temperature
— Implied temperature rise over time
— Companies with an implied temperature

Sustainability goals and changes in our approach

rise above 5°C
e Controversies (violations of OECD Guide-
[ines)
— Distribution by severity of controversy
— Percentage of companies with serious
controversies over time
— List of companies in the fund that are sub-
ject to serious controversy or on the
watchlist
* Active exposure to fossil fuels
— List of companies in the fund with active
exposure to fossil fuels
— Exposure of the funds to fossil fuels over
time
* Analysis of correlation of ESG score to mar-
ket risk/credit risk/liquidity risk
— Correlation table
— Regression chart

Physical and transitory sustainability risks are
covered by a monthly report that includes all”
Lupus alpha funds. This report is based on
MSCI’s Climate Value-at-Risk model, using
the climate scenarios developed by the Net-
work for Greening the Financial System
(NGFS).

The implied temperature rise is a forward-looking metric, expressed in degrees Celsius, that aims to indicate the alignment of companies,

portfolios, and funds with global temperature goals.

’CLO funds are excluded due to insufficient data regarding their quantity and quality.
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Outlook

We are expanding our expertise in
the area of sustainability and acting
as a solution provider for our
customers.
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REGULATORY REQUIREMENTS

In 2026, the revision of the SFDR will take
centre stage. Originally conceived as a pure
transparency regulation (“If a fund claims to
be sustainable, it must disclose how this is
implemented”), the SFDR has in practice ef-
fectively evolved into a product classification
system. Terms such as “Article 8” (light
green) and “Article 9” (dark green) have fre-
quently been used for marketing purposes.
Against this backdrop, the current draft al-
ready makes it clear that the SFDR will move
toward a formal categorization system. Spe-
cific criteria will be defined for each product
category, meaning that classification and cor-
responding marketing of a product will in fu-
ture require compliance with the respective
category requirements.

For our existing Article 8 funds, this means
that a simple label change (“from Article 8 to
category XY”) will not be sufficient. Instead, a
careful assessment is required:

* How should the products be positioned in
the market going forward?

* Which criteria of the new product catego-
ries are already met by our funds?

¢ If not, which adjustments to the strategies
are necessary, how can these be imple-
mented in practice, and is the required data
available in sufficient quality?

It is possible that some approaches devel-
oped over recent years, into which consider-
able effort has been invested, may no longer
be applicable in the future. Nevertheless, we
are convinced that adhering to existing ap-
proaches purely for historical reasons would
be the wrong path. Rather, we view the regu-
latory revision as an opportunity to funda-
mentally reassess established approaches
and, where appropriate, implement them dif-
ferently. Sustainability as a topic has matured
in recent years: data quality has improved,
methodologies and client expectations in-
creasingly go beyond simple exclusions, and
insights gained over time can be used to de-
velop more advanced approaches.

Outlook

A key example is the PAI statement, which is
likely to be discontinued under SFDR 2.0.
For this statement, we developed an internal
attribution analysis that makes it possible to
trace the drivers of changes in PAI values
over time. This analysis has proven to be a
valuable tool — not only for the PAI state-
ment, but also, for example, in addressing
specific client inquiries, such as explaining
the development of a fund’s carbon footprint.

To actively support the SFDR revision, we
will in 2026:

e participate in information and discussion
forums, particularly within initiatives of
which we are members,

e actively contribute to position papers,

* establish an interdisciplinary project team,
and

e inform relevant internal departments at an
early stage to ensure coordinated imple-
mentation.

IMPROVEMENTS OF DATA STRUCTURE,
REPORTS AND TOOLS

The further development of our data struc-
ture, ESG reporting, and the internally devel-
oped front-office ESG tool is an ongoing pro-
cess, as the availability and quality of ESG
data continue to improve.

In the coming year, a particular focus will be
on reviewing and further developing our ESG
data framework in light of the requirements
of SFDR 2.0. The objective is to ensure the
regulatory compliance of our data while sys-
tematically enhancing existing data structures
and processes.
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MEMBERSHIPS

2015 Principles for Responsible Investment (PRI)

2019 Forum Nachhaltige Geldanlagen (FNG)

2024 The Institutional Investors Group on Climate Change (IIGCC)
COMPANY-RELATED DOCUMENTS WITH ESG FOCUS
Responsible Investing Policy

Principles of Exercising Voting Rights

PRODUCT-RELATED DOCUMENTS WITH ESG FOCUS (extract)

Lupus alpha Sustainable Convertible Bonds

e Factsheet, including ESG reporting

* ESG methodology

e Company portraits

EMPLOYEE QUALIFICATIONS

CESGA®(Certified ESG Analyst) certification from EFFAS
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CONTACTS

Sustainability Officer

Michael Lichter

Telephone: +49 69 365058-7452
Michael.Lichter@lupusalpha.de

Sustainability Officer

Eva Kallenborn

Telephone: +49 69 365058-7448
Eva.Kallenborn@lupusalpha.de

Clo

Dr. Gotz Albert

Telephone: +49 69 365058-7165
Goetz.Albert@lupusalpha.de
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LEGAL NOTICE

Lupus alpha Asset Management AG

Speicherstralle 49-51

60327 Frankfurt am Main

Telephone: +49 69 365058-7000
E-mail: service@lupusalpha.de

Supervisory Board and Executive Board

Dr. Oleg de Lousanoff, Chairman of the Supervisory Board
Ralf Lochmiiller, CEO

Dr. Gotz Albert, CIO

Michael Frick, CFO

Responsible for content
Executive Board

We would like to thank all colleagues involved in the preparation of this report for their kind sup-
port.
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