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Warren Buffet has said:

“Risk comes from not knowing what you're doing”
Investors need to know more in order to reduce the risk

“If past history was all there was to the game, the 
richest people would be librarians”
Predicting the future has less to do with analyzing past data 
and more with evaluating resources, potential and capability 
to succeed in the future

“Our favorite holding period is forever”
Being long term successful requires coherence with society, 
wider and deeper contribution than the near term financial 
success; this information is not in financial statements
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Introducing Limestone Investment Management

• Founded August 2007 in Tallinn, Estonia

• Management owned

• Experienced investment and research team with a public track record in 

Emerging Europe equities

• Focus on new EU members and prospective candidates

• Managing 3 Luxembourg domiciled funds and private mandates

Limestone New Europe Socially Responsible Fund

• First SRI Fund launched (Aug 2008)  and managed in Eastern Europe

As of September 21, 2009:

• Year to date 2009: + 83%  (vs benchmark + 35%)

• Since launch: - 3% (vs benchmark - 32%)

• Net assets: 16 million EUR

3



Limestone Investment Approach
• A cornerstone of our research process has always been an interaction with 

target companies and their managements, as owners' and managers' long term 
vision is a key extra financial criterion that determines companies' subsequent 
financial success.

• A long term vision can only be viable if it is in accord with the surrounding 
society, consisting of all the stakeholders of the company; good management 
of environmental, social and governance (ESG) issues over time translates into 
good financial performance.

• We respond to the values of our investors by seeking to engage in dialogue
with companies to both better understand, as well as help shape them in ways 
that favor sustainable and responsible practices.

• At the same time it is the response that we get from the companies that shapes 
our understanding and helps us to further develop each and every investment 
case. 
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Our investment process is based on the belief that success in stock selection 
needs superior insights. Collaborative interaction with companies is the best 
way to gain that insight.
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Key Challenges To Emerging Markets Investments

Emerging Markets Investor Survey Report:
An analysis of responsible investments in emerging markets by EIRIS

Company information sharing



Limestone’s Investment Process: Overview

Total Universe: idea generation
Market intelligence as a team effort:media, personal contacts, data 

vendors, conferences, third party research 

Liquidity screening

SRI. Negative screening:
alcohol, tobacco, military weapons and gambling

Investable Universe
Sector based classification. Information gathering by dedicated analysts. 

Compliance check.

Qualitative screening 

Focus Company List
Financial modelling, company visits, target value assignation

Qualitative and quantitative analysis

Engagement with companies

Fund Portfolios
One-on-one analyst and fund manager discussions, in depth valuation 

modelling, portfolio risk analysis

Individual decision making

Market Operations
Market intelligence gathering, execution strategy determination, counterparty 

selection, settlement compliance

Trade

1,000 companies

30 companies

300 companies

400 companies
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Limestone Research: Quantitative Idea Generation
Highly dynamic proprietary database

• Selection of more than 1000 companies 

• 300 company coverage with DCF models and price targets

• Direct data sources include 100 company meetings in addition to all public 

info vendors and local research contacts
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Portfolio Construction: Information Need At Peak 

• ESG information and evaluation is integrated into cost of equity calculation by 
assigning a grade of 1-5 to each company, mostly based on our view formed 
preferably on the basis of company meetings.

• According to the evaluation of ESG factors the cost of equity for a particular 
company can vary by up to 250 bps that will provide for significant difference in 
fundamental valuation that provides strong SRI preference to our investment 
process and stock selection and higher valuation for companies with better 
score according to ESG factors.

• The final decision making for inclusion of company in portfolio and starting 
buying the stock includes another round of check for recent information from 
company:  forecasts, press items, analyst meeting note and/or updates etc.
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In a world of infinite choices portfolio managers prefer companies with open 
attitude, transparable planning, and proactive communication strategy.



Engagement In Companies

• Investing responsibly and not constraining the investment universe

• Rather than rewarding the best in class, concentrating on those that benefit 
the most from engagement

• It is only as a shareholder that one can be an agent for change, therefore 
divesting the holding is a last resort
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Selling shares is not an effective means of communication: voting with your 
shares is better than voting with your feet.
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Research Process



Closing the Information Gap Through Extensive Research 
Capabilities
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Extra-Financial sources of 
information

- SRI Research from GES
- Public information

Limestone Investment 
Team

Triple bottom line research

Companies

Management meetings

- Financial information
- Management quality
- CSR information

Gain access to information 
omitted due to lower 
standards of publicly 
available data.
Influence companies to be 
more transparent and 
publish information
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Current Portfolio ESG Ratings By GES
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Environmental Risk Rating Social Risk Rating

Rating service is helpful in maping the market and emphasiszing the need for individual company 
level research. “Best In Class” investing does not work for investors, society nor companies.



Limestone’s Sector Specifics: Financials
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In this service driven industry credibility and compliance with best practice corporate
governance is mandatory. As financial companies’ main asset is skilled, highly
motivated and experienced workforce, investment in employee relations with focus on
knowledge management is very important. As banking has increasingly become close
to utility-like service, the involvement of customers and wider stakeholder engagement
in product innovation is unavoidable. Risk management in any kind of financial service
has become the key to long term success, and the range of risks that must be taken
into consideration is expanding constantly. For insurance sector, issues like climate
change, resource scarcity and changing demographics are both sources of new risks
and new business opportunities. The need for more regulation in the sector, especially
with regard to investment banking and wealth management, which was amplified by
the recent crisis, means increased dependency on political decision-making. As
banking sector in New Europe is mostly owned and controlled by Western European
financial groups, cross border communication and responsibility for local needs is a
common challenge.



Limestone’s Sector Specifics: Industrials
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Increasingly stringent environmental regulations for production processes and
customer end products make it necessary for industrial companies to control and
manage their emission profile and become involved in product take back and
recycling programs. Many companies and sub-sectors in Industrials are exclusively
and directly reliant on oil, which poses a major challenge, as society worldwide is
seeking to diversify its energy sources. Hence, alternative fuels and energy efficiency
will play an increasingly important role. The increasing emphasis on low-cost
countries in the global sourcing and production strategy poses an opportunity for
Emerging Europe but also challenges in the areas of human rights risks, occupational
health and safety considerations, and community development. With regard to
consumer products and electronics, where consumption growth is exceptionally high
in emerging economies, addressing the issues of disposal, product packaging and
sales in the management of the product life cycle, as well as extending the life cycle of
products, becomes a high priority. Transport and logistics, great beneficiaries of free
trade and opening of markets in CEE, need constant modernisation of integrated
information systems to improve efficiency



Engagement Example: SIF1 Banat Crisana, Romania
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Source: GES Investment Services, SIF1 Banat Crisana Engagement Report for Limestone

The recommendations were accepted 
and SIF1 is currently working on 
improving its Corporate Governance 
procedures and implementing a CSR 
policy

The company also stated, that it will 
start publishing ESG reports starting 
from 2009



Limestone New Europe SRI Fund: Monthly Report (8/2009)



Limestone New Europe SRI Investment Universe
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Current New Europe 
SRI risk curve does not 
reflect reality due to low 
standards of available 
data, reporting and 
transparency

Improved future risk curve through:

- Active engagement
- Extra-financial research
- Management meetings
- Promoting transparency and 
reporting

Source: GES Risk Rating 17

Moving Towards Publicly Sustainable New Europe
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