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Introduction  
 
I have been asked to compile a report by IFA Magazine that is designed to provide sufficient information to enable 

advisers to be confident to follow the edicts of the Financial Conduct Authority relating to the ongoing inclusion of 

Responsible/Sustainable Finance in the advice process for investment clients.  

There are many column inches devoted to ESG Investment in the press on a daily basis. I do not simply wish to add to 

that. This report is to provide details of the multi-faceted world of Sustainable Finance and in particular, investments 

based on Environmental, Social and Governance (ESG) issues.  

I have been helped in compiling this report by some industry-recognised experts as well as some fund managers who 

have built a track-record in Sustainable Investment and embraced this style of investment as the backbone of their 

investment culture.  

This area of consideration should be relatively simple for advisers to bring into their investment discussions with clients 

as Sustainability Issues are topical in the news. 

¶ Extremes in weather. 

¶ Melting of ice caps, adverse effects on eco-systems, flooding, large scale fires 

¶ Shortages of supplies of various products and raw materials.   

¶ International Conference ς COP26 taking place in Glasgow in November 2021.  

¶ Pressure groups ς Insulate Britain, Extinction Rebellion etc   

These issues affect clients on a day-to-day basis and most clients will have a view about aspects that are important to 

them. 

hƴŜ ƻŦ ǘƘŜ Ǝƻŀƭǎ ŦƻǊ ǘƘŜ /htнс ǎǳƳƳƛǘ ƛƴ bƻǾŜƳōŜǊ ƛǎ ǘƻ άaƻōƛƭƛǎŜ CƛƴŀƴŎŜέΦ LƴǘŜǊƴŀǘƛƻƴŀƭ ŦƛƴŀƴŎƛŀƭ ƛƴǎǘƛǘǳǘƛƻƴǎ Ƴǳǎǘ 

play their part and we need work towards unleashing the trillions in private and public sector finance required to secure 

global net zero. 

The FCA has brought in the Sustainable Finance Disclosure Regulation which applies to fund managers and providers. I 

would expect this to be rolled out to Financial Advisers and Wealth Managers early next year.  HM Government has 

recently published its Greening Finance: A Roadmap to Sustainable Investment document in this respect. This is a joint 

document between HM Treasury, Department for Work & Pension and the Department for Business, Energy & Industrial 

Strategy. Some parts of that are included in this document and a link to the report is also provided. 

This report is to provide information for advisers and wealth managers to enable them to be confident to discuss 

Responsible/Sustainable investment strategies.  

Duguud Survey 

However, one of the problems with approaching Responsible Investment is the lack of understanding by advisers and the 

general public. One of my long-standing associates, Mark Palmer, (mark@maverickplanet.co.uk )who runs a leading 

consultancy on change Maverick Planet (https://maverickplanet.co.uk/), organised an independent survey via Kantar. 

This survey is among the largest pieces pf quantitative consumer research done to date with a consumer sample of 

around 3,000. Researching public attitudes to investment funds seeking to make a positive impact on society and the 

environment on behalf of Duguud (www.duguud.uk) in June 2021. The summary of key findings is as follows: 

¶ High agreement that social and environmental areas are what government and businesses should address as the 

UK rebuilds post the pandemic.  

¶ High agreement that more businesses are intending to act in a good way for the environment and society is a 

good thing.  

¶ aŀƧƻǊƛǘȅ ŀǊŜ ŎƻƴŎŜǊƴŜŘ ƛŦ ¦Y ōǳǎƛƴŜǎǎŜǎ ƭƻƻƪƛƴƎ ŦƻǊ ΨƛƳǇŀŎǘ ƛƴǾŜǎǘƳŜƴǘΩ ŦǳƴŘƛƴƎ ƘŀǾŜ ǘƻ ǎŜŜƪ ƛƴǾŜǎǘƳŜƴǘ ŦǊƻƳ 

outside the UK.  

¶ Majority have distrust of claims, as well as the openness and transparency, of business and financial funds 

ŀǊƻǳƴŘ ΨƛƳǇŀŎǘ ƛƴǾŜǎǘƛƴƎΦΩ ¢ƘŜȅ ŀǊŜ ŎȅƴƛŎŀƭ ŀōƻǳǘ ΨƎǊŜŜƴǿŀǎƘƛƴƎΩΦ  

¶ Possibly linked to these concerns, the vast majority agree funds should be regulated to ensure they are open, 

transparent and show the measurable impact achieved.  

¶ Only 11% understand the concept of the UN Sustainability Goals.  

¶ Ψ/ƛǘȅΩ ƧŀǊƎƻƴ ǎǳŎƘ ŀǎ ΨƛƳǇŀŎǘ ƛƴǾŜǎǘƛƴƎΩ ƛǎ ŦŀƛƭƛƴƎ ǘƻ ǊŜǎƻƴŀǘŜ ǿƛǘƘ ǘƘŜ ǇǳōƭƛŎΣ ǿƛǘƘ ƻƴƭȅ мл҈ ǳƴŘŜǊǎǘŀƴŘƛƴƎ the 

term.  

mailto:mark@maverickplanet.co.uk
https://maverickplanet.co.uk/
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¶ ²ƘŜƴ ǘƘŜ ǘŜǊƳ ΨƛƳǇŀŎǘ ƛƴǾŜǎǘƛƴƎΩ ƛǎ ŜȄǇƭŀƛƴŜŘ ƛǘ ǊŜǾŜŀƭǎ ǘƘŀǘ ǘƘŜ ƳŀƧƻǊƛǘȅ ƻŦ ǘƘŜ ǇǳōƭƛŎ ǘƘƛƴƪ ƛǘ ƛǎ ŀ ƎƻƻŘ idea for 

companies, the UK economy and the British people as we rebuild.  

¶ ²ƘŜƴ ǘƘŜ ǘŜǊƳ ΨƛƳǇŀŎǘ ƛƴǾŜǎǘƛƴƎΩ ƛǎ ŜȄǇƭŀƛƴŜŘ ƛǘ ǊŜǾŜŀƭǎ ǘƘŜ ƳŀƧƻǊƛǘȅ ƻŦ ǘhe public would consider this as 

¶ an area for their investments and might consider it over: 

o non-impact investing options 

o non-impact investment options that historically give a higher return 

¶ ¢ƘŜ ƳŀƧƻǊƛǘȅ ƻŦ ǇŜƻǇƭŜ ƛŦ ǘƘŜȅ ŘƛǎŎƻǾŜǊŜŘ ŀƴ ΨƛƳǇŀŎǘ ƛƴǾŜǎǘƳŜƴǘΩ ǿƻǳƭŘ ŘŜƭƛǾŜǊ ƻƴ ŀƴ ŀǊŜŀ ǘƘŀǘ ǊŜŀƭƭȅ ƳŀǘǘŜǊŜŘ 

to them, would pay more attention to it as a possible investment choice. 

¶ LƴǘŜǊŜǎǘ ƛƴ ΨƛƳǇŀŎǘ ƛƴǾŜǎǘƳŜƴǘΩ ŀƴŘ ƛƴ ǊŜǎŜŀǊŎƘƛƴƎ ƛƴŦƻǊƳŀǘƛƻƴ ƛǎ ƘƛƎƘŜǊ ŀƳƻƴƎ aƛƭƭŜƴƴƛŀƭǎΦ IƻǿŜǾŜǊΣ ŦŜǿŜǊ 

Millennials hold financial products compared to older groups.  

¶ YƴƻǿƛƴƎ ǘƘŜ ƻǇǇƻǊǘǳƴƛǘȅ ƛǎ ǘƻ ƛƴǾŜǎǘ ƛƴ ¦Y ŎƻƳǇŀƴƛŜǎ ƛƴŎǊŜŀǎŜǎ ŀƴ ΨƛƳǇŀŎǘ ƛƴǾŜǎǘƳŜƴǘΩ ŦǳƴŘΩǎ ŀǇǇŜŀƭ ŦƻǊ ǘƘŜ 

majority of people. 

¶ Majority of people would expect that financial advisors and pension providers must understand and offer 

options that include investing in companies that do good. 

¶ ¢ƘŜ ƳŀƧƻǊƛǘȅ ǿŀƴǘ ŀƴ ΨƛƳǇŀŎǘ ƛƴǾŜǎǘƳŜƴǘΩ ŦǳƴŘΩǎ ƳƻƴŜȅ ǘƻ Ǝƻ ƳƻǊŜ ŘƛǊŜŎǘƭȅ ǘƻ ŦǳƴŘ ǘƘŜ ƎƻƻŘ ǇǊƻƧŜŎǘ ǊŀǘƘŜǊ 

than to just buying shares on the stock market. 

¶ YƴƻǿƛƴƎ ŀƴ ΨƛƳǇŀŎǘ ƛƴǾŜǎǘƳŜƴǘΩ ŦǳƴŘ ǿŀǎ ƻǇŜƴΣ ŀŎŎƻǳƴǘŀōƭŜ ŀƴŘ ǿƻǳƭŘ ōŜ ƛƴǾŜǎǘƛƴƎ ƛƴ ǇǊƻƧŜŎǘǎ όǊŀǘƘŜǊ ǘƘŀƴ 

buying shares in the stock market) was amongst the main ways to increase confidence (61% of survey).  

¶ hǘƘŜǊ ŀǎǇŜŎǘǎ ǘƘŀǘ ƛƴŎǊŜŀǎŜŘ ŀƴ ΨƛƳǇŀŎǘ ƛƴǾŜǎǘƳŜƴǘΩ ǘƻ ōŜ ŎƻƴǎƛŘŜǊŜŘΣ ƛncluded: 

o Documenting the impact achieved 

o Reporting to an independent board 

o Committing to fund companies at fairer rates 

o Ensuring any company invested in met at least three UN sustainability goals 

¶ LŦ ŀƴ ΨƛƳǇŀŎǘ ƛƴǾŜǎǘƳŜƴǘΩ ŦǳƴŘ ŜȄƛǎǘŜŘ ǿƛǘƘ Ƴƻǎǘ ƻŦ ǘƘŜ ŀōƻǾe, almost half of UK adults would consider it as an 

option for investment. Millennials are more likely to do so than older age groups. 

¶ ²ƘŜƴ ƎƛǾŜƴ ŀ ŎƘƻƛŎŜ ōŜǘǿŜŜƴ ŀ Ŧǳƭƭȅ ŦŜŀǘǳǊŜŘ ΨƛƳǇŀŎǘ ƛƴǾŜǎǘƳŜƴǘΩ ŦǳƴŘ ǾǎΦ ŀ ŦǳƴŘ ǿƛǘƘ ƴƻ ΨƛƳǇŀŎǘ ƛƴǾŜǎǘƳŜƴǘΩ 

credentials but a higher return, all age groups chose the former over the latter. 

¶ LŦ ŀ ŦǳƴŘ ŜȄƛǎǘŜŘ ǘƘŀǘ ŘŜƭƛǾŜǊŜŘ ƻƴ ƛǘǎ ƛƳǇŀŎǘ ŀƛƳǎ ŀƴŘ ŘƛŘƴΩǘ ƳŀƪŜ ŀ ƭƻǎǎΣ р҈ ƻŦ ǘƘŜ ¢ŀǊƎŜǘ LƴǾŜǎǘƳŜƴǘ DǊƻǳǇ 

would accept 0% return. 

¶ At a minimum threshold of a 4% return or less, almost half of the Target Investor Group would consider such an 

ΨƛƳǇŀŎǘ ƛƴǾŜǎǘƳŜƴǘΩΦ ¢Ƙƛǎ ƛƳǇƭƛŜǎ ǘƘŜ ǇƻǘŜƴǘƛŀƭ ŦƻǊ ΩƛƳǇŀŎǘ ƛƴǾŜǎǘƳŜƴǘΩ ōŜƛƴƎ ŎƻƴǎƛŘŜǊŜŘ ŀǎ ǇŀǊǘ ƻŦ ƛƴǾŜǎǘƳŜƴǘǎ 

is fairly broad. 

As we can see, the use and understanding of jargon is a major reason for client inertia in respect of Responsible 

Investment, I am going to start with a glossary.  

Tony Catt 
Compliance Consultant 
TC Compliance Services 
07899 847338  

 

 

 

 

 

 

 

 

 

 



Glossary provided by Schroders  
   
This glossary has been provided by Schroders Investment Management Limited.  

Active ownership 

 

Actively influencing corporate behaviour to ensure the companies we invest in are managed in a 

sustainable way. This helps to both protect and enhance the value of investments. 

Best-in-class A company or country that leads its peers in terms of sustainability practices and performance 

Carbon footprint 

 

! ƳŜŀǎǳǊŜ ƻŦ ŀ ƎǊƻǳǇΣ ƛƴŘƛǾƛŘǳŀƭΣ ŎƻƳǇŀƴȅ ƻǊ ŎƻǳƴǘǊȅΩǎ ƎǊŜŜƴƘƻǳǎŜ Ǝŀǎ ŜƳƛǎǎƛƻƴǎΦ /ƻƳƳƻƴ ƳŜǘǊƛŎǎ 

include total carbon emissions or carbon intensity. 

Carbon Intensity ! ƎǊƻǳǇΣ ƛƴŘƛǾƛŘǳŀƭΣ ŎƻƳǇŀƴȅ ƻǊ ŎƻǳƴǘǊȅΩǎ ŎŀǊōƻƴ ŜƳƛǎǎƛƻƴǎ ǇŜǊ ϷƳƛƭƭƛƻƴ ƻŦ ǎŀƭŜǎΦ 

Carbon negative An entity whose activity removes more carbon emissions from the atmosphere than it adds. 

Carbon neutral 

 

!ŎƘƛŜǾƛƴƎ ƴŜǘ ȊŜǊƻ ŎŀǊōƻƴ ŜƳƛǎǎƛƻƴǎ ōȅ ōŀƭŀƴŎƛƴƎ ŜȄƛǎǘƛƴƎ ŜƳƛǎǎƛƻƴǎ ǿƛǘƘ ŎŀǊōƻƴ ƻŦŦǎŜǘǎΦ ¦ƴƭƛƪŜ άƴŜǘ ȊŜǊƻέΣ 

carbon neutrality is often (but not always) validated or certified by a third party. Use of these terms varies 

by region. 

Carbon offsetting 

 

Compensating your total carbon emissions by funding carbon negative activities elsewhere. Companies 

often offset their existing emissions by investing in projects such as tree-planting. 

Carbon pricing 

 

Assigning a cost to emitting CO2 into the atmosphere, usually in the form of a fee per tonne of CO2 

emitted or limiting the total emissions firms can produce and issuing emissions permits. Putting an 

economic cost on emissions is widely considered to be the most efficient way to encourage polluters to 

reduce what they release into the atmosphere.  

Carbon Value-at-

Risk (VaR) 

! ƳƻŘŜƭ ŘŜǾŜƭƻǇŜŘ ōȅ {ŎƘǊƻŘŜǊǎ ǘƻ ƳŜŀǎǳǊŜ Ƙƻǿ ŎŀǊōƻƴ ǇǊƛŎƛƴƎ Ƴŀȅ ŀŦŦŜŎǘ ŀ ŎƻƳǇŀƴȅΩǎ ǇǊƻŦƛǘǎΦ Lǘ 

ŜǎǘƛƳŀǘŜǎ ǘƘŜ ƛƳǇŀŎǘ ƻƴ ŎƻƳǇŀƴƛŜǎΩ ŜŀǊƴƛƴƎǎ ƻŦ ǊŀƛǎƛƴƎ ŎŀǊōƻƴ ǇǊƛŎŜǎ ǘƻ Ϸмлл ǇŜǊ tonne. 

Circular economy 

 

An economy in which there is no waste because resources are never disposed of ς they are continually 

recycled or re-used. 

Clean technology 

 

A range of products, services and processes that reduce the use of natural resources, cut or eliminate 

emissions and waste, and improve environmental sustainability. Wind turbines and electric vehicles are 

two examples.  

Climate Progress 

Dashboard 

 

SchrodŜǊǎΩ ǇǊƻǇǊƛŜǘŀǊȅ ǘƻƻƭ ǿƘƛŎƘ ǘǊŀŎƪǎ ǘƘŜ ǇǊƻƎǊŜǎǎ ōŜƛƴƎ ƳŀŘŜ ǘƻ ƭƛƳƛǘ ǘƘŜ ǊƛǎŜ ƛƴ Ǝƭƻōŀƭ ǘŜƳǇŜǊŀǘǳǊŜǎ 

to 2oC. The dashboard includes 12 objective indicators, from political action through to carbon prices and 

fossil fuel use, and currently points to a rise closer to 4 oC. The information can help investors to 

understand the scale of change required and to identify areas of investment risk and opportunity.  

Climate change 

 

The changing nature of our global climate, such as warming temperatures and rising sea levels, as a result 

of both natural weather patterns and human activity. Not to be mistaken for global warming, which 

focuses solely on rising temperatures due to human activity.  

Climate neutral 

 

Achieving zero total emissions of all greenhouse gases such as methane and nitrous oxide, not just carbon 

dioxide. Once carbon neutrality commitments become commonplace, we expect commitments to become 

more stringent by progressing towards climate neutrality.  

Climate-related 

risks 

divided into two major categories: (1) financial risks related to the transition to a lower-carbon economy 

and (2) financial risks related to the physical impacts of climate change. 

Collective or 

collaborative 

engagement 

 

Working together with other institutional shareholders to influence company management and effect 

positive change. Collective engagement may involve meeting companies jointly with other shareholders, 

via membership organisations or other more informal groupings. Climate Action 100+ is one example. 

CONTEXT 

 

! ǇǊƻǇǊƛŜǘŀǊȅ ǘƻƻƭ ǘƘŀǘ ǇǊƻǾƛŘŜǎ ŀ ǎǘǊǳŎǘǳǊŜŘ ŀǇǇǊƻŀŎƘ ǘƻ ŀƴŀƭȅǎƛƴƎ ŀ ŎƻƳǇŀƴȅΩǎ ǊŜƭŀǘƛƻƴǎƘƛǇ ǿƛǘƘ ƛǘǎ 

stakeholders and the sustainability of its business model. Driven by more than 250 metrics from over 75 

data sources, it provides clear, objective information on how companies are managing material ESG issues 

and generates deeper insights for investors. 

Conference of the 

Parties (COP) 

 

The highest decision-making body of the United Nations Framework Convention on Climate Change 

(UNFCCC) which meetǎ ŀƴƴǳŀƭƭȅ ǘƻ ƛƳǇƭŜƳŜƴǘ ǘƘŜ /ƻƴǾŜƴǘƛƻƴΦ ¢ƘŜ /ƻƴǾŜƴǘƛƻƴΩǎ ǳƭǘƛƳŀǘŜ ŀƛƳ ƛǎ ǘƻ 

stabilise greenhouse gases at an acceptable level. The Paris Agreement was born at COP21. 
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Corporate 

controversies 

 

When a company or representative behaves in an improper, unethical or negligent way which negatively 

impacts stakeholders (e.g. causing a major accident or human rights breach), resulting in reputational 

damage to, and in some cases the complete collapse of the firm.  

Corporate 

governance 

 

An oversight framework that was initially designed to ensure company management acted in the best 

interests of shareholders. In more recent years there has been a broader recognition of the value in 

considering all stakeholders. 

Corporate 

responsibility 

 

! ŎƻƳǇŀƴȅΩǎ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ǘƻ ƻǇŜǊŀǘŜ ƛǘǎ ōǳǎƛƴŜǎǎ ƛƴ ŀ ǿŀȅ ǘƘŀǘ ǇƻǎƛǘƛǾŜƭȅ ƛƳǇŀŎǘǎΣ ƻǊ ŀǘ ƭŜŀǎǘ ŘƻŜǎ ƴƻǘ 

negatively impact the environment or society. For example, Schroders has committed to using 100% 

renewable electricity by 2025 aƴŘ ƻŦŦŜǊǎ мр ƘƻǳǊǎΩ ǇŀƛŘ ǾƻƭǳƴǘŜŜǊ ƭŜŀǾŜ ǘƻ ƛǘǎ ŜƳǇƭƻȅŜŜǎ ŜǾŜǊȅ ȅŜŀǊΦ  

Corruption 

 

Dishonest and sometimes illegal activities including bribery and fraud that can have a devastating impact 

on a company and its stakeholders. 

Decarbonisation 
 

The process oŦ ǊŜŘǳŎƛƴƎ ŀ ŎƻƳǇŀƴȅΣ ƛƴŘǳǎǘǊȅ ƻǊ ŎƻǳƴǘǊȅΩǎ ŎŀǊōƻƴ ŜƳƛǎǎƛƻƴǎΦ 5ŜŎŀǊōƻƴƛǎŀǘƛƻƴ ƛǎ ŀ ŎǊƛǘƛŎŀƭ 
ŎƻƳǇƻƴŜƴǘ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǘǊŀƴǎƛǘƛƻƴ ǘƻ ŀ ƭƻǿ-carbon economy. 

Dialogue 
 

Communication with investees to find out more about their sustainability practices and how prepared 
they are for the changing world. 

Diversity and 
inclusion 
 

Diversity refers to the differences people have in terms of their gender, age, ethnicity, sexual orientation, 
disability, religion, beliefs or other characteristics. Inclusion is about embracing and promoting diversity, 
addressing inequality and ensuring people feel valued and respected irrespective of their background or 
beliefs. 

Divestment 
 

The sale of an investment. Divestment may occur when the investee company consistently fails to meet 
investor expectations, often after attempts to engage with the company. Divestment may also be used to 
achieve social or political goals. For example, investors divested from South African assets during the 
apartheid era in protest against the regime. 

Engagement 

 

9ƴƎŀƎŜƳŜƴǘ ƛǎ ƳƻǊŜ ǘƘŀƴ Ƨǳǎǘ ƳŜŜǘƛƴƎ ǿƛǘƘ ŎƻƳǇŀƴȅ ƳŀƴŀƎŜƳŜƴǘΣ ƛǘΩǎ ŀƴ ƻǇǇƻǊǘǳƴƛǘȅ ǘƻ Ǝŀƛƴ ƛƴǎƛƎƘǘ ƛƴǘƻ 

ŀ ŎƻƳǇŀƴȅΩǎ ŀǇǇǊƻŀŎƘ ǘƻ ǎǳǎǘŀƛƴŀōƛƭƛǘȅΦ Lǘ ŀƭǎƻ ƎƛǾŜǎ ǳǎ ǘƘŜ ƻǇǇƻǊǘǳƴƛǘȅ ǘƻ ǎƘŀǊŜ ƻǳǊ ŜȄǇŜŎǘŀǘƛƻƴǎ ƻƴ 

corporate behaviour and to influence company interactions with their stakeholders; ensuring that the 

companies we invest in are treating their employees, customers and communities in a responsible way. 

Environmental 

factors 

 

¢Ƙƛǎ ƛǎ ǘƘŜ ά9έ ƻŦ ǘƘŜ ǘŜǊƳ ά9{Dέ όŜƴǾƛǊƻƴƳŜƴǘŀƭΣ ǎƻŎƛŀƭ ŀƴŘ governance) and concerns issues related to 

pollution, climate change, energy use, natural resource use, waste management, biodiversity and other 

environmental challenges and opportunities. 

Ethical investing !ƭǎƻ ƪƴƻǿƴ ŀǎ άǾŀƭǳŜǎ-ōŀǎŜŘ ƛƴǾŜǎǘƛƴƎέΦ 

ESG 

 

Environmental, social and governance 

ESG integration 

 

An investment approach that incorporates ESG considerations into the investment decision alongside 

traditional financial analysis. ESG integration is about understanding the most significant ESG factors that 

ŀƴ ƛƴǾŜǎǘƳŜƴǘ ƛǎ ŜȄǇƻǎŜŘ ǘƻ ŀƴŘ ƳŀƪƛƴƎ ǎǳǊŜ ǘƘŀǘ ȅƻǳΩǊŜ ŎƻƳǇŜƴǎŀǘŜŘ ŦƻǊ ŀƴȅ ŀǎǎƻŎƛŀǘŜŘ ǊƛǎƪΦ  

ESG fund ratings 

 

A rating, most commonly provided by third-party commercial providers like MSCI and Morningstar, that 

ƭƻƻƪǎ ŀǘ ŀ ŦǳƴŘΩǎ ǳƴŘŜǊƭȅƛƴƎ ƘƻƭŘƛƴƎǎ and scores its overall ESG risk based on specific metrics. The choice of 

metrics and the resulting rating vary amongst different providers. 

ESG indices 

 

Indices traditionally track the performance of a basket of bonds or shares, such as the FTSE 100. A growing 

number of indices track investments by screening out certain industries or, more recently, by evaluating 

which companies qualify based on ESG measures. 

FTSE4Good indices, for example, exclude companies that do not meet specific ESG criteria. 

EU Green Deal 

 

A policy framework and package of measures that aim to make |Europe climate neutral by 2050, boosting 

the economy through green technology, creating sustainable industry and transport and cutting pollution. 
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Fossil fuels 

 

A natural, non-renewable energy source, such as coal, oil and gas. These are naturally high in carbon and 

the gases released from burning these fuels (such as carbon dioxide) are widely believed to be the leading 

cause of climate change. 

Gender pay gap 

 

A gender equality measure that shows the difference in average or median earnings between men and 

women. 

Governance 

factors 

{ŜŜ άŎƻǊǇƻǊŀǘŜ ƎƻǾŜǊƴŀƴŎŜέΦ ¢Ƙƛǎ ƛǎ ǘƘŜ άDέ ƛƴ ά9{Dέ ŀƴŘ ƛǎ ŀōƻǳǘ ŀǎǎŜǎǎƛƴƎ Ƙƻǿ ǿŜƭƭ ŀ ŎƻƳǇŀƴȅ ƛǎ ǊǳƴΦ 

Governance factors include remuneration, board structure and corporate strategy. 

Green bond 

 

A bond in which the proceeds are used by the issuing company or government specifically to fund new and 

existing projects with environmental benefits such as renewable energy and energy efficiency projects. 

Greenhouse gases 

 

Carbon dioxide, methane, nitrous oxide and fluorinated gases. These gases trap heat close to the surface 

of the earth and are a key cause of climate change. 

Greenwashing 

 

Falsely communicating the environmental credentials of a product, service or organisation in order to 

make a company seem more environmentally friendly than it really is. 

Human rights 

 

Basic rights that belong to all human beings. They include the right to life, liberty, freedom from slavery 

and torture, and freedom of opinion and expression. The UN Declaration on Human Rights is widely 

recognised as a benchmark of these basic standards. 

Impact investing 

 

Investments that are made with the primary goal of achieving specific, positive social and environmental 

benefits while also delivering a financial return. Impact investments create a direct link between portfolio 

investment and socially beneficial activities, and historically most of the activity has occurred in unlisted 

assets. Not to be confused with impact measurement (see below). 

Impact 

measurement 

¢ƘŜ ƳŜŀǎǳǊŜƳŜƴǘ ƻŦ Ƙƻǿ ŎƻƳǇŀƴƛŜǎΩ ŀŎǘƛǾƛǘƛŜǎ ŀŦŦŜŎǘ ǘƘŜ ǿƻǊƭŘ ōƻǘƘ ǇƻǎƛǘƛǾŜƭȅ ŀƴŘ ƴŜƎŀǘƛǾŜƭȅΦ {ŎƘǊƻŘŜǊǎ 

developed SustainEx for this purpose (see SustainEx definition). 

Integrated 

reporting 

/ƻƳǇŀƴȅ ǊŜǇƻǊǘƛƴƎ ǘƘŀǘ ŀǊǘƛŎǳƭŀǘŜǎ ǘƘŜ ǊŜƭŀǘƛƻƴǎƘƛǇ ōŜǘǿŜŜƴ ŀ ŎƻƳǇŀƴȅΩǎ ǎǘǊŀǘŜƎȅΣ ƎƻǾŜǊƴŀƴŎŜ ŀƴŘ 
performance, and how this creates value for a range of stakeholders. The framework set by the 
International Integrated Reporting Council is widely recognised as the core standard in this area. 

Low-carbon 
economy 

An economy that emits minimal carbon into the atmosphere. Typically, this means using low-carbon 
power sources rather than fossil fuels.  

Microfinance 
 

Financial services typically offered to those traditionally excluded from the formal banking sector such as 
entrepreneurs, small business owners, the unemployed or low-income groups or individuals. 

Modern slavery 
 

Although no standard definition exists, modern slavery can broadly be thought of as the exploitation of 
people who are coerced into an activity by someone who controls them. It can take many forms including 
forced or bonded labour, human trafficking or child labour. 

Nature Positive  enhancing the resilience of our planet and societies to halt and reverse nature loss. 

Net zero 
 

{ŜŜ άŎŀǊōƻƴ ƴŜǳǘǊŀƭέΦ ¦ƴƭƛƪŜ άŎŀǊōƻƴ ƴŜǳǘǊŀƭέΣ ŎƻƳǇŀƴƛŜǎ ƻǊ ŎƻǳƴǘǊƛŜǎ ǘƘŀǘ Ŏŀƭƭ ǘƘŜƳǎŜƭǾŜǎ άƴŜǘ ȊŜǊƻέ 
ǳǎǳŀƭƭȅ ƘŀǾŜ ƴƻǘ ƘŀŘ ǘƘƛǎ ǾŀƭƛŘŀǘŜŘ ƻǊ ŎŜǊǘƛŦƛŜŘ ōȅ ŀ ǘƘƛǊŘ ǇŀǊǘȅΦ ¦ǎŜ ƻŦ άŎŀǊōƻƴ ƴŜǳǘǊŀƭέ ŀƴŘ άƴŜǘ ȊŜǊƻέ 
Ƴŀȅ ǾŀǊȅ ōȅ ǊŜƎƛƻƴΦ bƻǘ ǘƻ ōŜ ŎƻƴŦǳǎŜŘ ǿƛǘƘ άȊŜǊƻ ŎŀǊōƻƴέ. 

Net Zero 
emissions 

Sometimes known as Net Zero Carbon or just Net Zero, this describes a state where any CO2 and 
Greenhouse Gas (GHG) emissions left over after decarbonisation are offset by negative emissions of an 
equivalent amount of CO2 from the atmosphere, resulting in no net GHG impact. The offsets need to 
actively remove carbon dioxide from the atmosphere, as opposed to only avoiding emissions elsewhere 
which is allowed in the specification for carbon neutral. There is not yet an agreed standard on what 
constitutes Net Zero Carbon for an organisation, product, or country, although there are multiple 
organisations with working definitions, for example, the Science Based Targets Initiative 

Over-boarding 
 

When a board member takes on too many board roles, hindering their ability to appropriately distribute 
their time, and discharge their responsibilities to each board effectively. 

Paris Agreement 
 

A global commitment, agreed at COP 21 in Paris in 2015, to limit increase in the global average 
temperature to below 2°C above pre-ƛƴŘǳǎǘǊƛŀƭ ƭŜǾŜƭǎΦ {ŜŜ ŀƭǎƻ άн ŘŜƎǊŜŜǎέ 
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Physical risks of 

climate chang 

¢ƘŜ Ǌƛǎƪ ǇƻǎŜŘ ōȅ ŎƭƛƳŀǘŜ ŜǾŜƴǘǎ ƻƴ ŀ ŎƻƳǇŀƴȅΩǎ ǇƘȅǎƛŎŀƭ ŀǎǎŜǘǎ ǎǳŎƘ as supplies and 

ŜǉǳƛǇƳŜƴǘΣ ƛǘǎ ǎǳǇǇƭȅ ŎƘŀƛƴΣ ƻǇŜǊŀǘƛƻƴǎΣ ƳŀǊƪŜǘǎ ŀƴŘ ŎǳǎǘƻƳǎΦ {ŎƘǊƻŘŜǊǎΩ ǇƘȅǎƛŎŀƭ Ǌƛǎƪ 

framework calculates what businesses would have to pay to insure their physical assets against 

hazards caused by rising global temperatures and weather disruption. 

Proxy voting 
 

When a shareholder delegates their vote to another who votes on their behalf at company 

meetings. This allows the shareholder to exercise their right to vote without being physically 

present. Most institutional investors vote by proxy online, via phone or via e-mail, often with 

the help of a third party to process voting instructions. 

Renewable 

energy 

 

Energy collected from resources that are naturally replenished such as sunlight, wind, water and 

geothermal heat. Physical risks of climate change 

Responsible 

investing 

An investment approach that considers ESG risks and opportunities as part of the investment 

process and uses engagement and voting in order to generate sustainable, long-term financial 

returns. See also sustainable investing. 

Science-based 

targets 

Carbon emissions reduction targets that are consistent with what the latest climate science says 

is necessary to keep global warming well below 2oC from pre-industrial levels. 

Scope 1 

emissions 

 

Direct emissions that come from sources owned or controlled by the emitter, such as emissions 

from company vehicles. 

Scope 2 

emissions 

 

Indirect emissions from sources owned or controlled by the emitter, such as emissions from the 

ŜƭŜŎǘǊƛŎƛǘȅ ǳǎŜŘ ƛƴ ŀ ŎƻƳǇŀƴȅΩǎ ƻŦŦice. 

Scope 3 

emissions 

 

Indirect emissions from sources not owned or controlled by the emitter, but which indirectly 

ƛƳǇŀŎǘ ǘƘŜ ŜƳƛǘǘŜǊΩǎ ǎǳǇǇƭȅ ŎƘŀƛƴΣ ǎǳŎƘ ŀǎ ŜƳƛǎǎƛƻƴǎ ŦǊƻƳ ŀ ŎƻƳǇŀƴȅΩǎ ŜƳǇƭƻȅŜŜǎ ŎƻƳƳǳǘƛƴƎ 

to work. 

Screening 

 

An investment approach that filters companies based on pre-defined criteria before investment. 

Negative screening deliberately excludes certain companies because of their involvement in 

undesirable activities or sectors. Positive screening deliberately includes companies that lead 

their peer groups in terms of sustainability practices and performance). Positive screening is also 

ƪƴƻǿƴ ŀǎ ŀ άōŜǎǘ-in-Ŏƭŀǎǎ ƛƴǾŜǎǘƳŜƴǘέΦ 

Shareholder 

activism 

A form of engagement where investors use their shareholder rights to promote change at a 

company, typically at a transformational level. 

Shareholder 

resolution 

! ǇǊƻǇƻǎŀƭ ǎǳōƳƛǘǘŜŘ ōȅ ŀ ǎƘŀǊŜƘƻƭŘŜǊ ŦƻǊ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ŀǘ ŀ ŎƻƳǇŀƴȅΩǎ ƎŜƴŜǊŀƭ ƳŜŜǘƛƴƎΣ 

requesting that the company takes particular action. 

Share blocking 

 

When restrictions are placed on the trading of shares which are to be voted on prior to an 

annual general meeting  

Sin stocks 

 

LƴǾŜǎǘƳŜƴǘǎ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ŀŎǘƛǾƛǘƛŜǎ ŎƻƴǎƛŘŜǊŜŘ ǘƻ ōŜ άǳƴŜǘƘƛŎŀƭέ ƻǊ άƛƳƳƻǊŀƭέ ŀŎŎƻǊŘƛƴƎ ǘƻ 

ŀƴ ƛƴǾŜǎǘƻǊΩǎ ǇŜǊǎƻƴŀƭ ǾŀƭǳŜǎ ƻǊ ōeliefs. Activities may include tobacco, alcohol, gambling and 

adult entertainment. 

Social bonds 

 

A bond in which the proceeds are used by the issuing company or government specifically to 

fund new and existing projects with social benefits such as affordable healthcare and housing. 

Social factors 

 

¢Ƙƛǎ ƛǎ ǘƘŜ ά{έ ƻŦ ά9{DέΦ {ƻŎƛŀƭ ƛǎǎǳŜǎ ǊŜƭŀǘŜ ǘƻ Ƙƻǿ ŀ ŎƻƳǇŀƴȅ ƛƴǘŜǊŀŎǘǎ ǿƛǘƘ ǘƘŜ ŎƻƳƳǳƴƛǘƛŜǎ ƛǘ 

operates in, its suppliers, employees, customers, communities, governments and regulators. 

These include, for example, labour standards, health and safety, supply chain management and 

nutrition and obesity. 

Stakeholder 

 

! ƎǊƻǳǇΣ Ŝƴǘƛǘȅ ƻǊ ƛƴŘƛǾƛŘǳŀƭ ƛƳǇŀŎǘŜŘ ōȅ ŀ ŎƻƳǇŀƴȅ ƻǊ ŎƻǳƴǘǊȅΩǎ ŀŎǘƛǾƛǘȅΦ {ƘŀǊŜƘƻƭŘŜǊǎ ƘŀǾŜ 

historically been the priority stakeholder. More recently, however, companies and investors are 

realising the importance of their relationships with employees, suppliers, customers, the 

environment, communities and the governments and regulators with which it deals.  

Stewardship 

 

Actively influencing tƘŜ ǊŜǎǇƻƴǎƛōƭŜ ŀƭƭƻŎŀǘƛƻƴΣ ƳŀƴŀƎŜƳŜƴǘ ŀƴŘ ƻǾŜǊǎƛƎƘǘ ƻŦ ŀƴ ƛƴǾŜǎǘŜŜΩǎ 

capital in a way that creates long-ǘŜǊƳΣ ǎǳǎǘŀƛƴŀōƭŜ ǾŀƭǳŜΦ {ŜŜ ŀƭǎƻ άŀŎǘƛǾŜ ƻǿƴŜǊǎƘƛǇΦ 

Stewardship 

codes 

A set of standards that help set stewardship expectations and best practice for asset managers 

and asset owners. These codes are established on a country-by-country basis. 
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Stranded assets 

  

The ability to adapt to changing pressures and responsibilities in order to survive and add value in the long-

term. This ability is strongly linked to a company or country maintaining strong relationships with its 

stakeholders. 

Sustainability risk a change or event in any factor that can have a negative impact on the long-term value of an investment. 

This includes ESG factors.  

Sustainability 

Accounting 

Standards Boards 

(SASB) 

A non-profit organisation started in 2011 to establish sustainability standards that are used worldwide. 

SASB is well-known for its materiality map.  

 

Sustainable 

investing 

 

Although sustainable investing involves ESG integration, it takes things further by focusing on the most 

sustainable companies that lead their sector when it comes to ESG practices. Both the ESG integration and 

sustainable investing approaches are about engaging with company management to make sure the firm is 

being run in the best possible way. 

SustainEx 

 

{ŎƘǊƻŘŜǊǎΩ ǇǊƻǇǊƛŜǘŀǊȅ ƛƳǇŀŎǘ ƳŜŀǎǳǊŜƳŜƴǘ ǘƻƻƭΦ {ǳǎǘŀƛƴ9Ȅ ǉǳŀƴǘƛŦƛŜǎ ǘƘŜ ǇƻǎƛǘƛǾŜ ŀƴŘ ƴŜƎŀǘƛǾŜ impacts 

ǘƘŀǘ ŎƻƳǇŀƴƛŜǎ ƘŀǾŜ ƻƴ ǘƘŜ ŜƴǾƛǊƻƴƳŜƴǘ ŀƴŘ ǎƻŎƛŜǘȅΦ Lǘ ƘŜƭǇǎ {ŎƘǊƻŘŜǊǎΩ ŀƴŀƭȅǎǘǎΣ ŦǳƴŘ ƳŀƴŀƎŜǊǎ ŀƴŘ 

clients measure and manage social and environmental impacts and risks more effectively. 

Task Force on 

Climate-related 

Financial 

Disclosures 

(TCFD) 

A voluntary standard for climate-focused disclosures that aims to create consistent and comparable 

reporting of climate-related risks. TCFD is widely used by companies, banks, and investors. 

 

Thematic 

investing 

Investing in companies that align to a particular investment theme such as renewable energy, waste and 

water management, education or healthcare innovation. 

Transition risk 

 

The financial risks that could result from significant policy, legal, technology and market changes as we 

transition to a lower-carbon global economy and climate resilient future. 

Triple bottom line 

accounting 

!ƴ ŀŎŎƻǳƴǘƛƴƎ ŀǇǇǊƻŀŎƘ ǘƘŀǘ ŎƻƴǎƛŘŜǊǎ ŀ ŎƻƳǇŀƴȅΩǎ ǎƻŎƛŀƭ όǇŜƻǇƭŜύ ŀƴŘ ŜƴǾƛǊƻƴƳŜƴǘ όǇƭŀƴŜǘύ ƛƳǇŀŎǘǎ ƛƴ 

addition its bottom line (profits) to understand the full cost of doing business.  

UN Global 

Compact 

 

A voluntary pact of the United Nations to promote responsible business through its ten universally 

accepted principles and encourage action to advance broader societal goals, such as the UN Sustainable 

Development Goals (SDGs).Triple bottom line accounting 

UN Principles for 

Responsible 

Investing (PRI) 

A set of six principles under which asset owners and asset managers voluntarily commit to incorporating 

ESG issues into their investment processes, active ownership and reporting, and promote responsible 

investment across the industry. 

UN Sustainable 

Development 

Goals (SDG) 

A collection of 17 goals reflecting the biggest challenges facing global societies, environments and 

ŜŎƻƴƻƳƛŜǎ ǘƻŘŀȅΦ ¢ƘŜ ¦ƴƛǘŜŘ bŀǘƛƻƴǎ ŘŜǎŎǊƛōŜǎ ǘƘŜ {5Dǎ ŀǎ ŀ άōƭǳŜǇǊƛƴǘ ǘƻ ŀŎƘƛŜǾŜ ŀ ōŜǘǘŜǊ ŀƴŘ ƳƻǊŜ 

ǎǳǎǘŀƛƴŀōƭŜ ŦǳǘǳǊŜ ŦƻǊ ŀƭƭέΦ  

Voting 

 

Public equity investors typically have the right to vote on company and shareholder resolutions at annual 

and extraordinary general meetings (AGMs and EGMs) on issues such as electing directors, authorising 

remuneration or requests for the company to set emissions targets. 

Vote against 

management 

{ƘŀǊŜƘƻƭŘŜǊǎ Ƴŀȅ ǾƻǘŜ άŦƻǊέ ƻǊ άŀƎŀƛƴǎǘέ ǇǊƻǇƻǎŀƭǎΦ {ƘŀǊŜƘƻƭŘŜǊǎ ǿƘƻǎŜ ǾƻǘŜǎ Řƻ ƴƻǘ ŀƭƛƎƴ ǿƛǘƘ ǘƘŜ 

outcome preferred by management would be classified as a vote against management. 

Zero carbon 

 

A company whose emissions are zero- not achieved through carbon offsetting, but simply because they do 

not generate any carbon emissions. Not to be confused with net zero.  

нϲ/ ƭƛƳƛǘ ƻǊ άн 

ŘŜƎǊŜŜǎέ 

 

It is widely agreed that limiting the average rise in global temperatures to less than 2°C above pre-

industrial levels by the end of this century may help stave off the worst of the natural disasters associated 

ǿƛǘƘ Ǝƭƻōŀƭ ǿŀǊƳƛƴƎΦ {ŜŜ ŀƭǎƻ άtŀǊƛǎ !ƎǊŜŜƳŜƴǘέΦ 

  



MSCI ς Fact Check ς ESG investing is only for millennials - False 

 

What is sustainability? 
Responding to widespread investor and consumer demand, organisations are increasingly reporting sustainability 

ƛƴŦƻǊƳŀǘƛƻƴΦ ²Ƙƛƭǎǘ ǘƘŜǊŜ ƛǎ ƴƻ ǎƛƴƎƭŜ ŘŜŦƛƴƛǘƛƻƴ ƻŦ ΨǎǳǎǘŀƛƴŀōƛƭƛǘȅΩΣ ǾƻƭǳƴǘŀǊȅ ǊŜǇƻǊǘƛƴƎ ƛǎ ƻŦǘŜƴ ŦǊŀƳŜŘ ŀǊƻǳƴŘ ǘƘǊŜŜ ƪŜȅ 

factors ς Environment, Social and Governance: 

Environment: This covers how organisations impact and are impacted by climate change and broader environmental 

issues, like biodiversity. Reporting on climate change is rapidly becoming mainstream. Global reporting standards are 

emerging that are underpinned by international agreements on underlying climate policy. Beyond climate, the data 

needed to drive wider environmental objectives is less developed ς although this is changing through initiatives like the 

Task Force on Nature-related Financial Disclosures (TNFD). 

Social: This includes factors ranging from modern slavery to international development. Investors have long considered these 

matters in their investment decisions and many engage actively with investee companies on these topics. Globally agreed reporting 

standards may take longer to emerge, but there are existing frameworks which may provide a basis for future global standard setting. 

Governance: Covers the means by which a company is controlled and directed, most usually through a Board of 

Directors. It is the longest established area for investor engagement and extensive disclosure is already provided by 

companies through existing company law and other requirements. 

  



MSCI ς Fact Check ς ESG investing is here to stay ς True   

 

The value of experience in ESG investing 

 



A Q&A with Wayne Bishop, CEO of King and Shaxson Ethical Investing. 
 

How important have ESG principles past and present been within your investment processes?  
 

For us, sustainability and ESG are embedded principles which have always been very important. We have been managing 
ethical portfolios since 2002, meaning we know exactly what it means for clients ethics to be reflected in their portfolio. 
We've always been at the dark ς or the more ethical - end of this investment spectrum. We understand that ethical 
investing means managing portfolios to two instead of one criteria. 
 
Over the years, the terminology has changed ς ESG, SRI etc. but the values themselves do not change.   Sustainable 
investing has become much more inclusive. Today, every company has an ESG rating and it has to feature it because in a 
ŦŜǿ ȅŜŀǊǎΩ ǘƛƳŜ ǘƘŜȅ ǿƛƭƭ ōŜ ǊŜǉǳƛǊŜŘ ǘƻ ǊŜǇƻǊǘ ƛǘΦ LǘΩǎ ƘŀŘ ŀ ōƛƎ ƛƳǇŀŎǘ ƻƴ ǘƘŜ ƛƴǾŜǎǘƳŜƴǘ ƭŀƴŘǎŎŀǇŜ ŀǎ ǘƘŜ ŀǇǇƭƛŎŀǘƛƻƴ ƻŦ 
ESG principles grows exponentially.  
 
For us, the big game changer has been the increase ƛƴ 9{D Řŀǘŀ ŀǾŀƛƭŀōƭŜ Φ LǘΩǎ ǘƘŜ ǊŜǉǳƛǊŜƳŜƴǘ ǘƻ ǇǊƻŘǳŎŜ ǘƘŜ ŘŀǘŀΣ ǘƘŜ 
fact that the data is out there, that it is very quick and there are a number of rating agencies out there.  
 
Of crucial importance is that we understand exactly what investors really want from a product that says it is either ESG or 
ethical or impact.  
 
We must remember that there's always an investor at the end of this process, and it's their perception of what they're 
getting because this matters to a client and the relationship they have with their financial adviser. Advisers need to make 
sure that wheƴ ƭƻƻƪƛƴƎ ŀǘ 9{D ƛƴǾŜǎǘƳŜƴǘǎ ŦƻǊ ŎƭƛŜƴǘǎ ǘƘŀǘ ǘƘŜȅ ǳƴŘŜǊǎǘŀƴŘ ǘƘŜ ǇǊƻŘǳŎǘ ŀƴŘ ŀǊŜƴΩǘ Ƨǳǎǘ ōǳȅƛƴƎ ŀƴ 9{D ǊŀǘƛƴƎ ǿƛǘƘƻǳǘ 
understanding what that ESG rating is.  

 
Are you paying particular attention or focus to any particular area at the moment?  
 
We are seeing lots of opportunities coming in the post-COVID world, those businesses that are genuinely contributing to 
the faster end of energy change for example. More broadly, we like businesses which we can see are sharp and ready for 
the transition 
 

Are there issues you think the industry needs to be aware of when analysing ESG data?  
 
Yes. The quantum of data you can get from ESG perspectives these days is enormous but it needs to be used and 
interpreted very carefully indeed.   
 
We have to look at the materiality of the data, and that's obviously something that's very subjective. We can decide what 
Řŀǘŀ ƛǎ ƛƳǇƻǊǘŀƴǘ ŀƴŘ ǿƘŀǘ ƛǎƴΩǘΦ ¢ƘŜ ƳŀǘŜǊƛŀƭƛǘȅ ƛǎ ǿƘŜǊŜ ƛǘ ŎƻƳŜǎ ƛƴǘƻ ƛǘΦ  
 
You have to have qualitative as well as quantitative analysis of any investment you undertake. And that obviously does 
require a human approach that requires experience and understanding. Not just of the individual assets in which we 
invest but also of the clients who are buying the products. In this way we make sure that we are really getting the right 
ƛƴǾŜǎǘƳŜƴǘ ǇǊƻŎŜǎǎŜǎ ŦƻǊ ǘƘŜ ǊƛƎƘǘ ǇǊƻŘǳŎǘǎΣ ǘƻ ǘƘŜ ǊƛƎƘǘ ǇŜƻǇƭŜΦ LǘΩǎ ǿƘŜǊŜ ƻǳǊ ŜȄǇŜǊƛŜƴŎŜ ǊŜŀƭƭȅ ŎƻǳƴǘǎΦ  

How are you helping financial advisers to engage with clients in sustainable investing?    
 
I believe that at the heart of the process is good, old-fashioned client engagement  - ǿŜ ƴŜŜŘ ǘƻ ŦƻŎǳǎ ƻƴ ΨYƴƻǿ ¸ƻǳǊ 
9ǘƘƛŎŀƭ /ƭƛŜƴǘΩ ς ƻǊ Y¸9/ ŀǎ ǿŜ Ŏŀƭƭ ƛǘΦ tǳǘ ǎƛƳǇƭȅΣ ƛǘΩǎ ŀōƻǳǘ ŜƴǎǳǊƛƴƎ ǘƘŀǘ ǘƘŜ ƛƴǾŜǎǘƳŜƴǘǎ ƳŀǘŎƘ ǘƘŜ ƛƴŘƛǾƛŘǳŀƭ ŎƭƛŜƴǘΩǎ 
ethics, and the only way to do it is by advisŜǊǎ ƎŜǘǘƛƴƎ ǘƻ ƪƴƻǿ ǘƘŜƛǊ ŎƭƛŜƴǘΩǎ ŜǘƘƛŎǎΦ ²Ŝ Ŏŀƴ ƘŜƭǇ ǿƛǘƘ ǘƘƛǎΦ  
 
CƻǊ ƻǳǊ ŘƛǎŎǊŜǘƛƻƴŀǊȅ ǇƻǊǘŦƻƭƛƻǎΣ ǿŜ ǎǘŀǊǘ ǿƛǘƘ ŀ ǉǳŜǎǘƛƻƴƴŀƛǊŜ ǘƻ ƎŜǘ ǘƘŜ ŘŜǘŀƛƭ ƴŜŜŘŜŘΣ ŀǎ ŜŀŎƘ ŎƭƛŜƴǘΩǎ ŜǘƘƛŎǎ ŀƴŘ ǾŀƭǳŜǎ 
will be different.  On the whole, they will tend to be pointing in the same direction. They just may be in different degrees 
and in ŘƛŦŦŜǊŜƴǘ ǿŀȅǎΦ ¢ƘŀǘΩǎ ǿƘŜǊŜ ƎƻƻŘ ǉǳŜǎǘƛƻƴ ǘŜŎƘƴƛǉǳŜ ƛǎ ǎƻ ƛƳǇƻǊǘŀƴǘΣ ǎƻ ǘƘŀǘ ǘƘŜ ŀŘǾƛǎŜǊ Ŏŀƴ ƘŜƭǇ ŜŀŎƘ ŎƭƛŜƴǘ ǘƻ 
establish their own individual sustainability outcomes and objectives which really matter to them, as well as their risk 
tolerance of course.  
 
²ƛǘƘƛƴ ƻǳǊ ōŜǎǇƻƪŜ ǇƻǊǘŦƻƭƛƻǎ ǿŜ Ŏŀƴ ǘƘŜƴ ŜƴǎǳǊŜ ǘƘŀǘ ŜŀŎƘ ŎƭƛŜƴǘΩǎ ǇƻǊǘŦƻƭƛƻ ƳƛǊǊƻǊǎ ǿƘŀǘ ƛǎ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ǘƻ ǘƘŜƳΦ Lǘ 
really helps advisers to engage with clients not only at the start of the process but on an ongoing basis as there's 
something new almost every month. There are so many things to talk about. We produce a lot of material just so 
advisers and their clients are kept fully up to date.  There are monthly and quarterly updates and plenty of blogs and 
podcasts on our website as well as our ongoing conversations with advisers.  



 

²Ƙŀǘ ŀǊŜ YƛƴƎ ŀƴŘ {ƘŀȄǎƻƴΩǎ ƪŜȅ ǎǳǎǘŀƛƴŀōƭŜ ƛƴǾŜǎǘƳŜƴǘ ǇǊƻǇƻǎƛǘƛƻƴǎΚ  
 
hǳǊ tŜǊǎƻƴŀƭ 5ƛǎŎǊŜǘƛƻƴŀǊȅ ǇƻǊǘŦƻƭƛƻǎ ŀǊŜ ōŜǎǇƻƪŜ ǎǳǎǘŀƛƴŀōƭŜ ƛƴǾŜǎǘƳŜƴǘǎ ǘŀƛƭƻǊŜŘ ǘƻ ŜŀŎƘ ƛƴŘƛǾƛŘǳŀƭ ŎƭƛŜƴǘΩǎ ŜǘƘƛŎǎΦ ¢ƘŜȅ 
start from £250,000 and upwards. This helps either those clients who want something specific or for whom it works as 
part of their overall investment portfolio.  
 
There are also two types of sustainable platform model portfolios which we launched back in 2010. They are the fund- 
based model portfolios and are very popular with advisers and their clients. They are available across about 19 platforms 
now and range from Defensive to Adventurous.  
 
Each portfolio has a well-diversified asset allocation strategy ς we stick to core holdings and tend to avoid esoteric 

things.  Underlying assets combine equities, bonds, property etc. They are platform agnostic, also wrapper agnostic, so 

ǘƘŀǘ ǘƘŜȅ Ŏŀƴ ōŜ ǳǎŜŘ ƛƴ ǘƘŜ ǿŀȅ ǿƘƛŎƘ ǘƘŜ ŀŘǾƛǎŜǊ ŘŜŜƳǎ Ƴƻǎǘ ǎǳƛǘŀōƭŜ ŦƻǊ ǘƘŜ ŎƭƛŜƴǘΩǎ ƻǿƴ ǘŀȄ ǎƛǘǳŀǘƛƻn and 

requirements. But also, our analysis runs deep in that we look under the bonnet of every fund we invest in. We don't 

take a fund managers word for anything. We always know the underlying investments, so we will scrutinise all of these 

on the basis of the underlying holdings. We know that what people do is far more important than what they say. The 

screening processes we have in place is rigorous and on-going to avoid any greenwash What is Greenwashing and why 

it's a problem - YouTube 

 
 
Our final product is a hybrid of these models. It has direct equity exposure in addition to collective funds.  These 
portfolios are a little greener and more specific where we go further into impact investment areas ,  these were made for 
slightly more disŎŜǊƴƛƴƎ ŎƭƛŜƴǘΩǎ ƴŜŜŘǎΦ LǘΩǎ ŀ ƭƛǘǘƭŜ ōƛǘ ƳƻǊŜ ƭƛƳƛǘŜŘ ƻƴ ǘƘŜ ǇƭŀǘŦƻǊƳǎ ŀƴŘ ƻōǾƛƻǳǎƭȅ ƴƻǘ ǎǳƛǘŀōƭŜ ŦƻǊ ŀƭƭ ƻŦ 
the wraps.  
 
In summary we have a total of 11 model portfolios which have Dynamic Planner, Defaqto and FE risk ratings and also a 
full bespoke service that are available for advisers to use.  
For any further details please email us at ethical@kasl.co.uk 

 

  

https://www.youtube.com/watch?v=6SM67rz5VKQ&t=8s
https://www.youtube.com/watch?v=6SM67rz5VKQ&t=8s
mailto:ethical@kasl.co.uk


Background reading and research  

In order to operate effectively in this area, I would recommend some background reading Some of these have 
provided the sources of information that appear in this report.  

ω THE 17 GOALS - Sustainable Development Goals - the United Nations - https://sdgs.un.org/goals   
ω DCMS - Growing a Culture of Social Impact Investing in the UK - 

https://www.gov.uk/government/publications/growing-a-culture-of-social-impact-investing-in-the-uk   
ω UK Climate change conference UK 2021 ς COP26 - https://ukcop26.org/  
ω EQ Investors articles and blogs - https://eqinvestors.co.uk/individuals/hub/all-articles?page=1&type=Blog  
ω HM Government ς Greening Finance ς a roadmap to Sustainable Investing - 

https://www.gov.uk/government/publications/greening-finance-a-roadmap-to-sustainable-investing   
ω FCA - DP21/4: Sustainability Disclosure Requirements and investment labels  

https://www.fca.org.uk/publications/discussion-papers/dp21-4-sustainability-disclosure-requirements-
investment-labels  

 
 

  
 
ebi use evidence backed, factor based, methodologies to build portfolios, always with the cost saving and 
performance enhancing benefits of passive investments at heart. 
 
Our Earth portfolio maintains our bedrock principle to deliver superior risk adjusted returns, with strong ESG and 
sustainability credentials. The equity element of the portfolio is 100% ESG screened.   
 
ω ebi ESG web page ς https://ebi.co.uk/esg/esg-investing/  
ω emissions calculator - https://ebi.co.uk/esg/carbon-equivalencies-calculator/  
ω Sam Adams And Georg Kell webinar -  https://ebi.co.uk/sustainability-round-table-discussion-with-georg-

kell-and-sam-adams/  
ω Blog ς Ψ9{D ς ŀƴƻǘƘŜǊ ōǳōōƭŜ ǿŀƛǘƛƴƎ ǘƻ ƘŀǇǇŜƴΚΩ - https://ebi.co.uk/esg-investing/esg-another-bubble-

waiting-to-happen/  
ω Blog ς Ψ5ƻ ǇŀǎǎƛǾŜ 9{D ŦǳƴŘǎ ŘǊƛǾŜ ǇƻǎƛǘƛǾŜ ŎƘŀƴƎŜΚΩ - https://ebi.co.uk/esg-investing/do-passive-esg-

funds-drive-positive-change/  
 

 

PortfolioMetrix - A selection of blogs on ESG related themes below for you to choose from. 
 

¶ Why COP26 mattered  

¶ What does net zero really mean?   

¶ The heat is on for ESG fund managers  

¶ Greener targets create ESG opportunities   

¶ Three reasons why ESG investing is not a fad  

¶ Advisers seeing green but some providers make them see red 

  

https://sdgs.un.org/goals
https://www.gov.uk/government/publications/growing-a-culture-of-social-impact-investing-in-the-uk
https://ukcop26.org/
https://eqinvestors.co.uk/individuals/hub/all-articles?page=1&type=Blog
https://www.gov.uk/government/publications/greening-finance-a-roadmap-to-sustainable-investing
https://www.fca.org.uk/publications/discussion-papers/dp21-4-sustainability-disclosure-requirements-investment-labels
https://www.fca.org.uk/publications/discussion-papers/dp21-4-sustainability-disclosure-requirements-investment-labels
https://ebi.co.uk/esg/esg-investing/
https://ebi.co.uk/esg/carbon-equivalencies-calculator/
https://ebi.co.uk/sustainability-round-table-discussion-with-georg-kell-and-sam-adams/
https://ebi.co.uk/sustainability-round-table-discussion-with-georg-kell-and-sam-adams/
https://ebi.co.uk/esg-investing/esg-another-bubble-waiting-to-happen/
https://ebi.co.uk/esg-investing/esg-another-bubble-waiting-to-happen/
https://ebi.co.uk/esg-investing/do-passive-esg-funds-drive-positive-change/
https://ebi.co.uk/esg-investing/do-passive-esg-funds-drive-positive-change/
https://www.portfoliometrix.com/our-blogs/climate-change-cop26-mattered/
https://www.portfoliometrix.com/our-blogs/taking-step-back-net-zero-really-mean/
https://www.portfoliometrix.com/our-blogs/heat-esg-fund-managers/
https://www.portfoliometrix.com/our-blogs/greener-targets-create-esg-opportunities/
https://www.portfoliometrix.com/our-blogs/three-reasons-esg-investing-not-fad/
https://www.portfoliometrix.com/our-blogs/advisers-seeing-green-clientsbut-providers-make-see-red/


Compliance Disclaimer  
 
The material provided by the any correspondent to this report is not intended to provide, and should not be relied on for, accounting, 
legal or tax advice, or investment recommendations. This document does not constitute an offer or invitation to any person.  
 
The information and opinions it contains have been compiled or arrived at from sources believed to be reliable at the time and are 
given in good faith, but no representation is made as to their accuracy. Any opinion expressed in this document, whether in general or 
both on the performance of individual securities and in a wider economic context, represents the views of the correspondents at the 
time of preparation and may be subject to change. 
 
Investments are intended to be long-term. The value of an investment, and any income from it, is not guaranteed and can go down as 

well as up and there is the possibility of loss to the original investment. The different risks and costs of investing are outlined in this 

report and further information is also available in the terms and conditions documents of the individual correspondents. For most 

fund managers, a managed portfolio service is only available to investors who are advised by an authorised financial adviser. Investors 

who do not have a financial adviser will not be able to make an application to invest. 

Past performance is not a guide to future performance and may not be repeated. The value of investments and the income from them 

may go down as well as up and investors may not get back the amounts originally invested. Exchange rate changes may cause the 

value of investments to fall as well as rise. 

TC Compliance Services is unable to provide investment, taxation, or financial planning advice. 

ESG Data 
 

ESG data and ratings providers  

 
As the market for sustainable financial products and services grows, firms and consumers increasingly rely on 
providers of ESG-related services, including ratings, data, and verification. This market is expected to continue to grow 
strongly over the next few years and could reach the $1 billion mark by end of 2021 for ESG data alone, according to 
research by Optimas. 

ESG ratings are becoming increasingly important to the investment process. However, different ESG ratings agencies 
provide opinions on different aspects of sustainability performance and their assessments may not always be 
comparable. There are also typically more data gaps and assumptions made in producing ESG ratings than, for 
example, credit ratings. 

It is important that providers deliver ESG data and ratings transparently, and that they have strong governance and 
management of conflicts of interests. The government is therefore considering bringing these firms into the scope of 
FCA authorisation and regulation. The government will set out further detail next year. 

Digitisation of reported information  

 
As the importance of sustainability disclosures has increased, so has the demand for this information to be easily read 
and analysed electronically. The International Organization of Securities Commissions (IOSCO) recently published a 
ǊŜǇƻǊǘ ƻƴ ƛǎǎǳŜǊǎΩ ǎǳǎǘŀƛƴŀōƛƭƛǘȅ ŘƛǎŎƭƻǎǳǊŜǎΦ Lƴ ƛǘΣ ǎƻƳŜ ŀǎǎŜǘ ƳŀƴŀƎŜǊǎ ŎŀƭƭŜŘ ŦƻǊ ŜƴƘŀƴŎŜŘ ŘƛƎƛǘƛǎŀǘƛƻƴ ŀƴŘ ǎǘƻǊŀƎŜ ƻŦ 
sustainability information to support machine readability. 

The government and regulators are considering how to deliver an approach to digitisation of sustainability data that 
ōǳƛƭŘǎ ƻƴ ǘƘŜ ¦YΩǎ ŜȄƛǎǘƛƴƎ ŘƛƎƛǘŀƭ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ŦƻǊ ǊŜǇƻǊǘƛƴƎΦ ¢Ƙƛǎ ƛƴŎƭǳŘŜǎ ŀǎǎŜǎǎƛƴƎ ǘƘŜ ǾŀƭǳŜ ƻŦ ŀ ŎŜƴǘǊŀƭƛǎŜŘ ǊŜƎƛǎǘŜǊ 
for ESG data. 

Fund ratings and research  

ω MSCI   https://www.msci.com/research/esg-research  
ω Sustainalytics    https://www.sustainalytics.com/esg-data   
ω SEVVA   https://sevva.ai  
ω Ethical Screening  https://www.ethicalscreening.co.uk/   
ω SRI Services   https://www.sriservices.co.uk/  
ω Worthstone   https://www.worthstone.co.uk  

 

https://www.msci.com/research/esg-research
https://www.sustainalytics.com/esg-data
https://sevva.ai/
https://www.ethicalscreening.co.uk/
https://www.sriservices.co.uk/
https://www.worthstone.co.uk/


 

Who are Ethical Screening? 

Since 1998 we have been helping responsible investors align their investment strategies and principles by providing 

clarity and direction through client-focused research and analysis. The services we deliver are reliable, personal and 

tailored. We are not solely process driven and take a proactive, detailed and human approach to research. Our clients 

include individuals, charities, financial advisors, investment managers and responsible investment funds, who trust us to 

provide the latest and most accurate information. We are proud to be independent of influence from any organisations 

or agendas ς our sole focus is the needs of our clients. 

Our services 

For investment managers: company level analysis covering ethical issues, ESG ratings and impact (positive themes and 

analysis to the UN Sustainable Development Goals). Fund level information detailing criteria with fund scorecards rating 

each fund in the areas of Exclusions, ESG, Impact and Fund Oversight. Online delivery of research via the Ethical 

Screening Portal (ESP). 

For financial advisers: analysis of responsible investment funds via the Ethical Screening Portal (ESP); detailed criteria 

analysis; fund scorecards rating each fund in the areas of Exclusions, ESG, Impact and Fund Oversight. 

For responsible investment funds: screening services and full company reports to the criteria specified in the investment 

policy.  

For individuals and charities: development of responsible investment policies; investment screening against new or 

established investment policies; assistance to Trustees. 

Bespoke services: our experience enables to understand and appreciate the nuances of responsible investment research, 

and that one approach does not fit every client requirement. Therefore, we can offer bespoke services, both for the 

content of the research delivered, and the method of delivery.  

Ethical Screening - supporting client adviser interactions on responsible investment 

The market for responsible investment information continues to evolve rapidly, with multiple drivers including clients, 

the media, scientific study and increasingly, regulators. For those of us who have worked in this area for some time, we 

are approaching a point that was only dreamt of 20 years ago ς to move from a niche avoidance led approach, to 

ΨƳŀƛƴǎǘǊŜŀƳƛƴƎΩ ǿƘŜǊŜ ŀƭƭ ǘƘŜ ŀŎǘƻǊǎ ƛƴ ǘƘŜ ƛƴǾŜǎǘƳŜƴǘ ǎȅǎǘŜƳ ōŜƎƛƴ ǘƻ ŎƻƴǎƛŘŜǊ ǘƘŜ ǊŜƭŜǾŀƴǘ ƛǎǎǳŜǎΣ ǘƘǳǎ ƛƴŎǊŜŀǎƛƴƎ ǘƘŜ 

sustainability of the financial system as a whole. 

Whilst this rapidly evolving system is to be welcomed, there is a downside in the sometimes bewildering volume of data, 

information and standards which need to be interpreted before an investment decision is made. This also increases the 

threat of greenwashing - ŀǎ ǘƘŜ ǇƻǇǳƭŀǊƛǘȅ ƻŦ 9{D ƛƴǾŜǎǘƛƴƎ ƛƴŎǊŜŀǎŜǎΣ ŘŜǘŜǊƳƛƴƛƴƎ ǘƘƻǎŜ ǿƘƻ ŀǊŜ ǳƴŘŜǊǘŀƪƛƴƎ ŀ ΨǇǊƻǇŜǊ 

ƧƻōΩ ŀƴŘ ǘƘƻǎŜ ǘƘŀǘ ŀǊŜ ǇŀȅƛƴƎ ƛǘ ƭƛǇ-service become more important. It is worth reminding ourselves that one of the 

central purposes of all this additional information and analysis is an investment decision that should (must) reflect the 

values of the client who is investing their money. 

We therefore believe there is still a need for company and fund analysis that reflects the needs of the individual investor 

and their chosen adviser, be that an investment manager or financial adviser. Both the adviser and the client need access 

to information that clarifies complex issues and data, finding a way to cut through the noise. 

As the market expands there is space for many actors, some like to focus on just how many data points they can provide, 

and others on how many companies they can cover. Ethical Screening has always focused on delivering reasoned and 

understandable research that can be used by advisers and investment managers with limited need for interpretation. We 

consider that the human element of the research can be as important as other inputs. Our methodology therefore 

emphasises a detailed understanding of company and investment fund activities and the relevant impacts of these and 

delivers in an understandable way with narrative description to the end user. 

As the regulator begins to examine greenwashing in more detail and the suitability of client recommendations, it is 

crucial that this understanding, and the ability to explain decisions is there. 

 

 



Ethical Screening - Fund Database 

Turning to collective investments in particular, Ethical Screening have developed a range of tools designed to offer 

investment managers and financial advisers in-depth and contextualised resources when dealing with their clients. 

Through our free-to-register system, IFAs can access various services to support their interactions with clients while 

developing their ethical investment approaches.  

Advisors can: 

¶ Access our ethical questionnaire and supporting rationale, to help structure initial or ongoing conversations with 
clients about their ethical needs. The questionnaire allows advisors to identify areas of non-financial risk clients 
are looking to avoid, as well as positive impact themes, such as health and well-being or renewable energy.  

¶ Use the questionnaire or select individual criteria to filter our database of responsibly managed funds, to find 
the products that best suit your client's needs or align to your investment policy or model portfolio. This is done 
through prioritising negative or positive screening criteria, with narrative explanations of each criterion provided 
on the database, so you can discuss these in more detail with a client.  

¶ Create a client portfolio of funds, so that you can conduct due diligence checks as required, whether that's to 
make sure a product is still aligned to a client's needs, or if there have been policy changes that impact your 
position.  

¶ Use our fund ratings to differentiate between similarly managed or similarly labelled funds. We rate funds out of 
100 in the following areas: 

o Exclusions. How many are included? How comprehensive are the thresholds? 
o ESG. Does the fund conduct ESG assessments? To what extent is this used to identify investable stocks?   
o Impact. Is the fund geared towards impact investing? Does it conduct positive screening checks? Does 

the fund focus on key themes and how well-defined are these themes?  
o Oversight / Management. How well does the provider engage with ESG matters? Is there 

comprehensive support of ethical investment at the company? 

¶ Engage with fund providers through our fund portal content pages. By providing additional information on how 
and why a provider operates can often be a deciding factor in an ethical investment decision. Sponsor fund 
providers are able to add video and written content to showcase processes such as engagement case studies, 
positive impact stories and other, more conversational content that supports their investment policies. Allowing 
the opportunity to illustrate their active work in the space, further supporting the interactions between 
investors, advisors and solution providers. 

 
Ultimately, at Ethical Screening, we are guided by our core values of transparency and flexibility in a changing regulatory 
market for responsible investment. It is our hope that through creating tools for open conversation we can create 
positive dynamics for the change that responsible investors wish to see. 
 

Contact details:  

James Blackstock  

enquiries@ethicalscreening.com 

www.ethicalscreening.com 

01242 539850 

 

 

 

 

 

 

 

 
 
 

 

mailto:enquiries@ethicalscreening.com
http://www.ethicalscreening.com/


 
 
 
 
 

 
 

About Sustainalytics, a Morningstar Company 
 

Sustainalytics, a Morningstar Company, is a leading ESG research, ratings and data firm that supports 

investors around the world with the development and implementation of responsible investment strategies. 
For more than 25 years, the firm has been at the forefront of developing high-quality, innovative solutions to 
ƳŜŜǘ ǘƘŜ ŜǾƻƭǾƛƴƎ ƴŜŜŘǎ ƻŦ Ǝƭƻōŀƭ ƛƴǾŜǎǘƻǊǎΦ ¢ƻŘŀȅΣ {ǳǎǘŀƛƴŀƭȅǘƛŎǎ ǿƻǊƪǎ ǿƛǘƘ ƘǳƴŘǊŜŘǎ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƭŜŀŘƛƴƎ 
asset managers and pension funds who incorporate ESG and corporate governance information and 
assessments into their investment processes. Sustainalytics also works with hundreds of companies and their 
financial intermediaries to help them consider sustainability in policies, practices and capital projects. With 17 
offices globally, Sustainalytics has more than 800 staff members, including more than 300 analysts with varied 
multidisciplinary expertise across more than 40 industry groups. For more information, visit 
www.sustainalytics.com

 
 

http://www.sustainalytics.com/
http://www.sustainalytics.com/


 
  



 
 

ESG vs Impact ς ǿƘŀǘΩǎ ƛƴ ŀ ƴŀƳŜΚ ōȅ ²ƻǊǘƘǎǘƻƴŜΦ 

 
Gavin Francis, Founder and CEO of Worthstone, the UKôs leading impact investment resource 
for financial planners. 

When a client says they want to do good with their money, how do you make sure it happens? 
 
With the profile of sustainable investment growing significantly in recent years ï a trend that only accelerated 
during the pandemic ï clients are increasingly looking for ways to make their money do good. But how do you 
know what good really looks like? 

Terms like sustainable, ethical and ESG are used interchangeably, and with new funds launching and 
rebranding, the market is a minefield and itôs difficult for advisers to know whatôs beneath the label of each fund, 
and how they compare. 

Pitching ESG and impact investing against each other is an eye-catching but unhelpful way of looking at things. 
Apples and oranges come to mind.  

The key is going back to your clientôs objectives and being completely transparent about where their money is 
going. For some clients ESG investing might be the right route to meet their goals and align with their values. 
However, if the clientôs goal is financial returns along with positive social and environmental impact, ESG 
screening isnôt going to answer all their questions. 

 

Infographic inspired by but changed significantly from the Bridges spectrum of capital. 

ESG screening is just one lens through which to view a fund and as such will only ever give you part of the 
picture. Impact investing optimises for a set of desired outcomes, rather than just maximising one. It goes well 
beyond ESG screening and seeks to proactively place capital where it can make a positive difference.  



The difference between ESG investing and impact investing is best illuminated when you look at real examples. 
The top rated ESG fund scores poorly when you take a more rounded view of its overall impact. It includes 
investment in arms and tobacco, recently dubbed óbad assetsô by Chancellor Rishi Sunak. 

In this case, a client expecting their money to be doing good might be surprised to see what theyôre funding. 
Being careful and precise with language (ESG, responsible, sustainable, and impact) is vital to avoid the risk of 
greenwash. 

 

Since 2011 Worthstone, a certified B Corporation, has been helping financial advisers look beneath the label of 
a fund, see the full picture and make informed decisions. 

Our online tool allows financial advisers to quickly and easily rate the impact of a fund based on five key 
measures. The data is codified and visual making it digestible and engaging for clients so advisers can share 
the holistic performance of a fund and portfolio. 

Itôs about data but more importantly itôs about insight. We review and update our ratings every quarter, 
analysing the retail investment funds which have a sustainable mandate against five key metrics using 250 data 
points to collate the definitive list of funds qualifying as impact investments ï currently around 400 funds. 

The five key measures used make up the overall impact score are: 

 
1. Positive impact ï we rate a fundôs contribution towards positive social and environmental outcomes by 

mapping underlying company revenues against the investable UN Sustainable Development Goals to 
articulate impact. 

2. Active Agent ï we assess asset managers based on their actions across four components to measure 
their level of commitment to stewardship, active engagement and transparency. 

3. Avoidance of harm ï scores are based on the extent of a fundôs exposure to stocks commonly 
associated with harmful environmental and social impacts.  

4. ESG ï operational impact measuring the Environmental, Social and Governance (ESG) practices and 
opportunities associated with a fundôs underlying holdings, providing insight into resilience to long-term, 
financially-material ESG risks.  

5. Carbon risk ï the material financial risk associated with a fund due to the implications of projected 
environmental policies and transitional and physical impacts of climate change.  
 

In the next few weeks weôll launch a sixth metric to enable financial planners to align investment to the goals of 
the Paris Agreement to cut greenhouse gas emissions and limit global temperature rise to 1.5°C above pre-
industrial levels. 
 



We also offer a bolt on service for advisers who want to help clients visualise the difference their choices make. 
The Portfolio Impact Reporting tool is an industry first that creates consolidated impact reports and benchmarks 
against a traditional portfolio of identical asset class mix.  
 
With the FCAôs recent Sustainability Disclosure Requirements (SDR) and investment labels Discussion Paper 
currently being consulted on and strong signals that they expect financial advisers to be incorporating 
sustainability into all conversations with clients, now is the time to pre-empt further regulation. 

 
Find out more: www.worthstone.co.uk 

For more information or to arrange a demonstration/ meeting, please contact Ben Fisher on 07920 
533483 or use the details below. 
 

Address: 10 Orange Street, London, WC2H 7DQ 
Email: benjamin.fisher@worthstone.co.uk 
Tel: 020 7183 6482 
Web: www.worthstone.co.uk 
Twitter: @worthstone 
Linkedin: @worthstone 

 

 
  

mailto:benjamin.fisher@worthstone.co.uk
http://www.worthstone.co.uk/
https://twitter.com/Worthstone
https://www.linkedin.com/company/worthstone


Categories of ESG Investing 
 
Impact Investing ς Investment approaches that select and include investments on the basis of their fulfilling 
certain sustainability criteria and/or delivering on specific and measurable sustainability outcome(s). 
Investments are chosen on the basis of their economic activities (what they produce/what services they 
deliver) and on their business conduct (how they deliver their products and services). 
 
Sustainability Focussed ς Investments made with the intention to generate positive, measurable social and 
environmental impact alongside a financial return. There are four key elements: 1. Intentionality: Impact 
investments intentionally contribute to social and environmental solutions. This differentiates them from 
other strategies such as ESG investing, Responsible Investing, and screening strategies. 2. Financial Returns: 
Impact investments seek a financial return on capital that can range from below market rate to risk-adjusted 
market rate. This distinguishes them from philanthropy. 3. Range of Asset Classes: Impact investments can be 
made across asset classes. 4. Impact Measurement: A hallmark of impact investing is the commitment of the 
investor to measure and report the social and environmental performance of underlying investments. 
 
Exclusions ς Exclusions prohibit certain investments from a firm, fund or portfolio. Exclusions may be applied 
on a variety of issues, including to align with client expectations. They may be applied at the level of Sector, 
Business activity, products or revenue stream, A company or Jurisdictions/countries. Exclusions determine 
that a fund or mandate does NOT invest in certain things. It does not constitute an approach that is 
characterised by proactively allocating capital to specific assets. It may involve excluding investments from a 
certain sector or investments that derive a portion of their income from the sale of certain specified products. 
 
ESG Integration ς The systematic and explicit inclusion of material ESG factors into investment analysis and 
investment decisions. ESG Integration alone does not prohibit any investments. Such strategies could invest in 
any business, sector or geography as long as the ESG risks of such investments are identified and taken into 
account.  
 

Sustainable investment labelling regime 
 
The FCA is working closely with HM Treasury on the development of a sustainable investment labelling 
regime. The labels will help consumers select investment products based on their sustainability characteristics 
and will be supported by the underlying SDR disclosures. It is envisaged that the labelling regime will cover the 
spectrum of investment products, classifying them objectively against specified sustainability criteria, and 
considering: 
 
ŀύ ǇǊƻŘǳŎǘǎΩ ƻōƧŜŎǘƛǾŜǎΣ ǇƻƭƛŎƛŜǎΣ ŀƴŘ ǎǘǊŀǘŜƎƛŜǎΣ ŀƴŘ  
b) how their investments are allocated.  
 
The FCA intends to publish further detail in an Autumn 2021 Discussion Paper and will set up an advisory 

forum to help inform the work. 

 
 
 
 
 
 
 
 
 
 
 



Sustainability terms  

Industry organisations and Initiatives 

 

Asian Corporate 

Governance 

Association 

(ACGA) 

An independent, non-profit membership organisation 

dedicated 

to working with investors, companies and regulators in the 

implementation of effective corporate governance 

practices throughout Asia.  

https://www.acga-asia.org/index.php  

 

Carbon Tracker An initiative working to align capital markets with climate 

change objectives.  

https://carbontracker.org/  

 

CDP (formerly the 

Carbon Disclosure 

Project) 

A global not-for-profit organisation, founded in 2000 that 

ǇǊƻǾƛŘŜǎ ǘƘŜ ǿƻǊƭŘΩǎ ƻƴƭȅ Ǝƭƻōŀƭ ƴŀǘǳǊŀƭ ŎŀǇƛǘŀƭ ŘƛǎŎƭƻǎǳǊŜ 

system.  

https://www.cdp.net/en/  

 

Climate Disclosure 

Standards Board 

(CDSB) 

An international consortium of business and 

environmental NGOs, set up to promote greater alignment 

between natural and financial capital 

through disclosure standards, research and advocacy.  

https://www.cdsb.net/  

 

Council of 

Institutional 

Investors 

An organisation of asset managers and asset owners 

promoting effective US corporate governance practice. 

https://www.cii.org/  

 

European 

Sustainable 

Investment Forum 

(EuroSIF): 

The leading European sustainable and responsible 

investment organisation whose mission is to promote 

sustainability through European financial markets. 

Different regions have their own local SIF e.g. US SIF, 

UKSIF, SWESIF 

http://www.eurosif.org/  

 

 

Financial 

Reporting Council 

(FRC) 

An independent regulator in the UK, responsible for 

regulating auditors, accountants, and actuaries, and 

ǎŜǘǘƛƴƎ ǘƘŜ ¦YΩǎ /ƻǊǇƻǊŀǘŜ 

Governance and Stewardship Codes. 

 

 

Global Reporting 

Initiative (GRI) 

An international organisation that develops and publishes 

sustainability reporting standards and measures for global 

companies. It has become the closest thing to a global 

reporting standard for ESG measures; it reports that 92% 

ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ нрл corporations report on their 

sustainability performance.  

 https://www.globalreporting.org/  

 The Glasgow 

Financial Alliance 

for Net Zero 

(GFANZ) 

chaired by Mark Carney, UN Special Envoy on Climate 

Action and Finance, brings together over 160 firms 

(together responsible for assets in excess of $70 trillion1) 

from the leading net zero initiatives cross the financial 

system to accelerate the transition to net zero emissions 

by 2050 at the latest.  

https://unfccc.int/news/new-financial-alliance-for-net-

zero-emissions-launches 

 

The 

Intergovernmental 

Panel on Climate 

Change (IPCC) 

The Intergovernmental Panel on Climate Change (IPCC) is 

the United Nations body for assessing the science related 

to climate change.   

The IPCC was created to provide policymakers with regular 

scientific assessments on climate change, its implications 

and potential future risks, as well as to put forward 

adaptation and mitigation options. 

https://www.acga-asia.org/index.php
https://carbontracker.org/
https://www.cdp.net/en/
https://www.cdsb.net/
https://www.cii.org/
http://www.eurosif.org/
https://www.globalreporting.org/
https://unfccc.int/news/new-financial-alliance-for-net-zero-emissions-launches
https://unfccc.int/news/new-financial-alliance-for-net-zero-emissions-launches


https://www.ipcc.ch/  

 

 

International 

Financial 

Reporting 

Standards 

Foundation (IFRS) 

 

The IFRS Foundation is a not-for-profit, public interest 

organisation established to develop a single set of high-

quality, understandable, enforceable and globally 

accepted accounting standardsτIFRS Standardsτand to 

promote and facilitate adoption of the standards. 

IFRS Standards are set by the IFRS FounŘŀǘƛƻƴΩǎ ǎǘŀƴŘŀǊŘ-

setting body, the International Accounting Standards 

Board.  

https://www.ifrs.org/   

International Sustainability Standards Board (ISSB) ς 

proposed body being established by the IFRS Foundation 

to develop global sustainability reporting standards. 

 

International 

Corporate 

Governance 

Network (ICGN) 

An investor-led organisation of governance professionals, 

L/DbΩǎ Ƴƛǎǎƛƻƴ ƛǎ ǘƻ ƛƴǎǇƛǊŜ ŀƴŘ ǇǊƻƳƻǘŜ ŜŦŦŜŎǘƛǾŜ 

standards of corporate governance to advance efficient 

markets and economies world- wide. 

https://www.icgn.org/  

 

International 

Integrated 

Reporting Council 

(IIRC) 

A global coalition of regulators, investors, companies, 

standard-setters, the accounting profession and non-

governmental organisations (NGOs) that helps businesses 

and investors adopt integrated reporting. 

https://integratedreporting.org/  

 

International 

Organization of 

Securities 

Commissions 

(IOSCO) 

the international ōƻŘȅ ǘƘŀǘ ōǊƛƴƎǎ ǘƻƎŜǘƘŜǊ ǘƘŜ ǿƻǊƭŘΩǎ 

securities regulators and recognized as the global standard 

setter for the securities sector. IOSCO develops, 

implements, and promotes 

adherence to internationally recognized standards for 

securities regulation. It works with the G20 and the 

Financial Stability Board 

(FSB) on the global regulatory reform agenda. 

https://www.iosco.org/  

 

Principles for 

Responsible 

Investment (PRI) 

An investor initiative in partnership with the UN 

Environmental Programme Finance Initiative and the UN 

Global Compact. Founded in 2006, the PRI has become the 

leading network for investors demonstrating their 

commitment to responsible ownership and long-term, 

sustainable returns. 

https://www.unpri.org/pri/about-the-pri  

 

Sustainability 

Accounting 

Standards Board 

(SASB) 

A US non-profit organisation started in 2011 to establish 

sustainability standards for companies traded on US 

exchanges.  

https://www.sasb.org/  

 

 

Task Force on 

Climate-related 

Financial 

Disclosures (TCFD) 

A task force established by the Financial Stability Board to 

develop voluntary, consistent climate-related financial risk 

disclosures for use by companies when providing 

information to investors, lenders, insurers and other 

stakeholders. 

https://www.fsb-tcfd.org/  

 

 

UK Sustainable 

Investment and 

Finance 

Association 

(UKSIF): 

The membership network for sustainable and responsible 

financial services in the UK. 

https://www.uksif.org/  

https://www.ipcc.ch/
https://www.ifrs.org/
https://www.icgn.org/
https://integratedreporting.org/
https://www.iosco.org/
https://www.unpri.org/pri/about-the-pri
https://www.sasb.org/
https://www.fsb-tcfd.org/
https://www.uksif.org/


 

UN Development 

Programme 

¢ƘŜ ¦bΩǎ Ǝƭƻōŀƭ ŘŜǾŜƭƻǇƳŜƴǘ network partnering with 

people at all levels of society to help build nations that can 

withstand crisis, and drive and sustain the kind of growth 

that improves quality of life for everyone.   

https://www.undp.org/  

 

UN Global 

Compact 

Principles: 

 

Ten corporate sustainability principles for long-term 

success covering the areas of human rights, labour, the 

environment and anti-corruption. 

https://www.unglobalcompact.org/what-is-

gc/mission/principles  

 

 

UN Sustainable 

Development 

Goals: 

A set of 17 goals adopted by world leaders in September 

2015, aimed at ending poverty, preserving the planet and 

ensuring prosperity for all. 

https://www.un.org/sustainabledevelopment/sustainable-

development-goals/  
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COP 26 - Uniting the world to tackle climate change 
 

 

Lƴ bƻǾŜƳōŜǊ нлнмΣ ǘƘŜ ¦YΣ ǘƻƎŜǘƘŜǊ ǿƛǘƘ ƻǳǊ ǇŀǊǘƴŜǊǎ LǘŀƭȅΣ ǿƛƭƭ Ƙƻǎǘ ŀƴ ŜǾŜƴǘ Ƴŀƴȅ ōŜƭƛŜǾŜ ǘƻ ōŜ ǘƘŜ ǿƻǊƭŘΩǎ ōŜǎǘ ƭŀǎǘ 
chance to get runaway climate change under control.  

 
COP26 is the 2021 United Nations climate change conference 
 
For nearly three decades the UN has been bringing together almost every country on earth for global climate summits ς 
called COPs ς ǿƘƛŎƘ ǎǘŀƴŘǎ ŦƻǊ Ψ/ƻƴŦŜǊŜƴŎŜ ƻŦ ǘƘŜ tŀǊǘƛŜǎΩΦ Lƴ ǘƘŀǘ ǘƛƳŜ ŎƭƛƳŀǘŜ ŎƘŀƴƎŜ Ƙŀǎ ƎƻƴŜ ŦǊƻƳ ōŜƛƴƎ ŀ ŦǊƛƴƎŜ ƛǎǎǳŜ 
to a global priority. 
 
This year will be the 26th annual summit ς giving it the name COP26. With the UK as President, COP26 takes place in 
Glasgow. 
 
In the run up to COP26 the UK is working with every nation to reach agreement on how to tackle climate change. World 
leaders will arrive in Scotland, alongside tens of thousands of negotiators, government representatives, businesses and 
citizens for twelve days of talks. 
 
Not only is it a huge task but it is also not just yet another international summit. Most experts believe COP26 has a 
unique urgency.  
 
¢ƻ ǳƴŘŜǊǎǘŀƴŘ ǿƘȅΣ ƛǘΩǎ ƴŜŎŜǎǎŀǊȅ ǘƻ ƭƻƻƪ ōŀŎƪ ǘƻ ŀƴƻǘƘŜǊ /htΦ  
 
The importance of the Paris Agreement 
 
COP21 took place in Paris in 2015.  
 
For the first time ever, something momentous happened: every country agreed to work together to limit global warming 
to well below 2 degrees and aim for 1.5 degrees, to adapt to the impacts of a changing climate and to make money 
available to deliver on these aims.  
 
The Paris Agreement was born. The commitment to aim for 1.5 degrees is important because every fraction of a degree 
of warming will result in the loss of many more lives lost and livelihoods damaged.  
 
Under the Paris Agreement, countries committed to bring forward national plans setting out how much they would 
reduce their emissions ς known as bŀǘƛƻƴŀƭƭȅ 5ŜǘŜǊƳƛƴŜŘ /ƻƴǘǊƛōǳǘƛƻƴǎΣ ƻǊ Ψb5/ǎΩΦ  
 
They agreed that every five years they would come back with an updated plan that would reflect their highest possible 
ambition at that time.  
 

Glasgow is the moment for countries to update their plans  
 
ThŜ Ǌǳƴ ǳǇ ǘƻ ǘƘƛǎ ȅŜŀǊΩǎ ǎǳƳƳƛǘ ƛƴ DƭŀǎƎƻǿ ƛǎ ǘƘŜ ƳƻƳŜƴǘ όŘŜƭŀȅŜŘ ōȅ ŀ ȅŜŀǊ ŘǳŜ ǘƻ ǘƘŜ ǇŀƴŘŜƳƛŎύ ǿƘŜƴ ŎƻǳƴǘǊƛŜǎ 
update their plans for reducing emissions.  
 

.ǳǘ ǘƘŀǘΩǎ ƴƻǘ ŀƭƭΦ ¢ƘŜ ŎƻƳƳƛǘƳŜƴǘǎ ƭŀƛŘ ƻǳǘ ƛƴ tŀǊƛǎ ŘƛŘ ƴƻǘ ŎƻƳŜ ŎƭƻǎŜ ǘƻ ƭƛƳƛǘƛƴƎ Ǝƭƻōŀƭ ǿŀǊƳƛƴƎ to 1.5 degrees, and 
the window for achieving this is closing.  

 



 
 
The decade out to 2030 will be crucial.  
 
So as momentous as Paris was, countries must go much further than they did even at that historic summit in order to 
keep the hope of holding temperature rises to 1.5 alive. COP26 needs to be decisive.   

 
WHAT DO WE NEED TO ACHIEVE AT COP26? 

SECURE GLOBAL NET ZERO BY MIDCENTURY AND KEEP 1.5 DEGREES WITHIN REACH. 
 
Countries are being asked to come forward with ambitious 2030 emissions reductions targets (NDCs) that align with 
reaching net zero by the middle of the century.  
 
To deliver on these stretching targets, countries will need to  
 

¶ accelerate the phase-out of coal  

¶ curtail deforestation  

¶ speed up the switch to electric vehicles   

¶ encourage investment in renewables. 

 
ADAPT TO PROTECT COMMUNITIES AND NATURAL HABITATS. 
 
The climate is already changing and it will continue to change even as we reduce emissions, with devastating effects. 

At COP26 we need to work together to enable and encourage countries affected by climate change to: 

¶ protect and restore ecosystems  

¶ build defences, warning systems and resilient infrastructure and agriculture to avoid loss of homes, livelihoods 

and even lives 

MOBILISE FINANCE.  

To deliver on our first two goals, developed countries must make good on their promise to mobilise at least $100bn in 

climate finance per year by 2020.  

International financial institutions must play their part and we need work towards unleashing the trillions in private and 

public sector finance required to secure global net zero 

WORK TOGETHER TO DELIVER. 

We can only rise to the challenges of the climate crisis by working together. 

At COP26 we must:  

ω finalise the Paris Rulebook (the detailed rules that make the Paris Agreement operational)   
ω Accelerate action to tackle the climate crisis through collaboration between governments, businesses and civil 

society.   

 

 



 

Calling all private investors: Your planet needs you! By Dan Somers  
 
COP26 is dominating the headlines and most of us are 

aware in a general sense about its environmental aims 

and ambitions. However, what is less emphasised is the 

ǎǘǊŀǘŜƎȅ ǘƻ άǳƴƭŜŀǎƘ ǘǊƛƭƭƛƻƴǎ ƛƴ ǇǊƛǾŀǘŜ ŀƴŘ ǇǳōƭƛŎ ǎŜŎǘƻǊ 

ŦƛƴŀƴŎŜ ǊŜǉǳƛǊŜŘ ǘƻ ǎŜŎǳǊŜ Ǝƭƻōŀƭ ƴŜǘ ȊŜǊƻέΦ {ƛƳǇƭȅ ǇǳǘΣ 

COP26 is not going to work unless investors do their 

part. In this piece we are going to briefly look at why the 

conference matters so much, its goals, the strategy and 

then how that will work in the UK and the opportunities 

that it presents for investors. 

Many commentators consider COP26 to be the most important sustainability conference ever. This is 

somewhat due to fact that that the targets agreed at the 2015 COP21 Conference in Paris have been soundly 

missed. Simultaneously climate change has moved from being a perceived threat to a real, existential one as 

we regularly witness flooding, wildfires and other highly destructive phenomenon around the World. 

The conference has two key aims: 

Secure global net zero by 2050. (Countries to commit to net or even negative levels of carbon production by 

2050 to ensure Global warming is limited to +1.5 degrees from pre-industrial levels) 

Adapt to protect communities and natural habitats. (Help countries affected by climate change to protect and 

restore ecosystems and make infrastructure and agriculture more resilient). 

And to realise these two goals: 

Mobilise Finance. (As well as developed countries raising at least $100 Bn climate finance, as quoted above to 

unleash trillions in private finance required with private investors doing their part. 

bƻǿΣ ōŜŦƻǊŜ ǿŜ Ǝƻ ǘƻ ƳǳŎƘ ŦǳǊǘƘŜǊΣ ǿŜ ǎƘƻǳƭŘ ŀŘŘǊŜǎǎ ǘƘŜ ǇŜǊŎŜǇǘƛƻƴ ŀƳƻƴƎ ǎƻƳŜ ƛƴǾŜǎǘƻǊǎ ǘƘŀǘ άƎǊŜŜƴέ ƻǊ 

άƛƳǇŀŎǘ ƛƴǾŜǎǘƛƴƎέ ƴŜŎŜǎǎƛǘŀǘŜǎ ŀ ŎƻƴŎŜǎǎƛƻƴŀǊȅ ǊŜǘǳǊƴΣ ƻǊ Ǉǳǘ ŀƴƻǘƘŜǊ ǿŀȅΣ ǘƘŀǘ /htнс ƛǎ ŀǎƪƛƴƎ ƛƴǾŜǎǘƻǊǎ ǘƻ 

invest in less profitable investments than they would otherwise. There is now a large body of research 

disproving this myth and here are two examples: 

Lƴ aƻǊƎŀƴ {ǘŀƴƭŜȅΩǎ нлмф ά{ǳǎǘŀƛƴŀōƭŜ wŜŀƭƛǘȅέ ǊŜǇƻǊǘ ǘƘŜȅ ŎƻƴŎƭǳŘŜŘ ά²Ŝ ŦƻǳƴŘ ǘƘŀǘ ǎǳǎǘŀƛƴŀōƭŜ ŦǳƴŘǎ 

ǇǊƻǾƛŘŜŘ ǊŜǘǳǊƴǎ ƛƴ ƭƛƴŜ ǿƛǘƘ ŎƻƳǇŀǊŀōƭŜ ǘǊŀŘƛǘƛƻƴŀƭ ŦǳƴŘǎ ǿƘƛƭŜ ǊŜŘǳŎƛƴƎ ŘƻǿƴǎƛŘŜ ǊƛǎƪΦ ²ƘŀǘΩǎ ƳƻǊŜΣ ŘǳǊƛƴƎ 

a period of extreme volatility, we ǎŀǿ ǎǘǊƻƴƎ ǎǘŀǘƛǎǘƛŎŀƭ ŜǾƛŘŜƴŎŜ ǘƘŀǘ ǎǳǎǘŀƛƴŀōƭŜ ŦǳƴŘǎ ŀǊŜ ƳƻǊŜ ǎǘŀōƭŜέΦ 

!ƴŘ ƛƴ ǘƘŜ DLLb tŜǊǎǇŜŎǘƛǾŜǎΥ 9ǾƛŘŜƴŎŜ ƻƴ ǘƘŜ CƛƴŀƴŎƛŀƭ ǇŜǊŦƻǊƳŀƴŎŜ ƻŦ LƳǇŀŎǘ LƴǾŜǎǘƳŜƴǘǎΥ άLƳǇŀŎǘ ƛƴǾŜǎǘƻǊǎ 

seeking market rate returns can achieve them. Across various strategies and asset classes, top quartile funds 

seeking market-rate returns perform at similar levels to peers in conventional markets. In many cases, median 

ǇŜǊŦƻǊƳŀƴŎŜ ƛǎ ŀƭǎƻ ǉǳƛǘŜ ǎƛƳƛƭŀǊΦέ 

COP26 is not asking investors to invest in less profitable but worthy investments it is creating the opportunity 

to target the same returns with less volatility than traditional investments and to help, quite literally to save 

the world.   

 



In June 2021, the UK the Government published its Green Financing Framework which includes many 

ƛƳǇǊŜǎǎƛǾŜ ŦŜŀǘǳǊŜǎ ǇƻƭƛŎƛŜǎ ŦƻǊ άŎǊƻǿŘƛƴƎ-ƛƴ ǇǊƛǾŀǘŜ ƛƴǾŜǎǘƳŜƴǘ ǘƘǊƻǳƎƘ ǊŜƎǳƭŀǘƻǊȅ ƭŜǾŜǊǎέ ŀƴŘ άƘŜƭǇ ƛƴŎǊŜŀǎŜ 

ŎŜǊǘŀƛƴǘȅ ŀƴŘ ǊŜŘǳŎŜ ǘƘŜ Ŏƻǎǘ ƻŦ ŎŀǇƛǘŀƭ ōǳǘ Ƴŀȅ ŀƭǎƻ ƛƴ ǎƻƳŜ ŎŀǎŜǎ ǿŀƴǘ ǘƻ ǇǊƻǾƛŘŜ ƳƻǊŜ ŘƛǊŜŎǘ ǎǳǇǇƻǊǘέΦ ¢ƘŜ 

UK Infrastructure Bank has been launched to help achieve this and will operate with existing frameworks such 

as research and development grants, the British Business Bank and the Enterprise Investment Scheme, (which 

since inception in 1994 has raised £22 billion for early-stage companies).  

²Ƙŀǘ ǘƘŜ ŀōƻǾŜ ŘŜƳƻƴǎǘǊŀǘŜǎ ƛǎ ǘƘŀǘ ǘƘŜ ŦǊŀƳŜǿƻǊƪǎ ŜȄƛǎǘ ŦƻǊ ǘƘŜ άǳƴƭŜŀǎƘƛƴƎέ ōǳǘ ǘƘŜ ƴŜȄǘ ǉǳŜǎǘƛƻƴǎ ŀǊŜΣ ƛǎ 

the UK good at this, and are there opportunities? 

Firstly, in terms of global standing, the UK is one of the major impact tech hubs, indeed London is the fastest-

growing VC hub in the world - 800% growth in 5 years. It is third in size only to the US and China and not far 

ōŜƘƛƴŘ ŜƛǘƘŜǊ ƻŦ ǘƘƻǎŜ ǿƛǘƘ ƻǾŜǊ Ϸм.ƴ ƻŦ ƛƳǇŀŎǘ ǾŜƴǘǳǊŜ ŎŀǇƛǘŀƭ ƛƴ нлнлΦ ¢ƘŜǊŜ ŀǊŜ ƴƻǿ ŀ ƴǳƳōŜǊ ƻŦ άƛƳǇŀŎǘ 

ǳƴƛŎƻǊƴǎέ ƛΦŜΦ businesses valued over $1Bn that have a positive impact (climate change being a major impact 

sector). Examples of these: Octopus Energy (green energy), Arrival (zero-emission buses and trucks), 

BritishVolt (responsibly sourced batteries), Babylon Health (AI health tech, not climate-focused but still 

impactful in transforming healthcare) and many more in-waiting. 

The positive outlook is that there is a generation of entrepreneurs and scientists hell-bent on tackling these 

issues and they do not have any conflicts of interest or cannibalization of existing products that the large, 

incumbent energy providers have. Their businesses are fast-growing and accessible to the private finance 

community as they take on venture capital to fuel their growth. 

One example of a challenger technology company aiming to be 

another impact unicorn is Echion Technologies, a spin-out of 

Cambridge University that has developed next-generation 

materials for batteries to make them last longer and hold more 

power. In fact, they charge more than 5 times faster than 

standard Lithium-Ion batteries. They only us low cost, abundant 

and environmentally friendly chemical compounds. The business 

was invested in by Boundary Capital in 2018 and has since gone 

on to its first OEM collaboration with Vantage Power for battery 

technology for its hybrid bus and commercial vehicle 

electrification systems and has also secured strategic partnerships and investment from other battery and 

ǊŜƭŀǘŜŘ ŦƛǊƳǎΦ .ƻǳƴŘŀǊȅ /ŀǇƛǘŀƭΩǎ ƛƴǾŜǎǘƳŜƴǘ ǿŀǎ ƳŀŘŜ ǳƴŘŜǊ ǘƘŜ ¦Y DƻǾŜǊƴƳŜƴǘΩǎ 9L{ ǿƘƛŎƘ ǿŀǎ ƳŜƴǘƛƻƴŜŘ 

above, which encourages private investors with tax benefits and helps to propel early-stage businesses.  

Another example is Xampla that makes natural alternatives to plastics and is the world leader in plant protein 

materials for commercial applications. Its next-generation material performs like synthetic polymers, but 

decomposes naturally and fully, without harming the environment. Their mission is to replace the everyday 

single-use plastics you see all around, like sachets and flexible packaging films, and the less obvious, such as 

microplastics within liquids and lotions. It helps to improve the environment as well as mitigate carbon and 

climate change. 

Both Echion and Xampla are early-stage companies and investing in early-stage companies is more risky than 

traditional investments hence the need for incentives provided by such schemes as EIS. However, with the 

companies mentioned above: Xampla completed a £6 million funding round In Jan 2021 with backers 

including Horizon Ventures, the investment arm of Li Ka-shing (previous early-stage investments included 

½ƻƻƳΣ CŀŎŜōƻƻƪΣ ŀƴŘ {ǇƻǘƛŦȅύΦ 9ŎƘƛƻƴ ǊŜŎŜƴǘƭȅ ŎƭƻǎŜŘ ŀ ϻмл Ƴƛƭƭƛƻƴ ǊŀƛǎŜ ǿƘƛŎƘ ǿŀǎ ƭŜŘ ōȅ /.aaΣ ǘƘŜ ²ƻǊƭŘΩǎ 

largest supplier of niobium products and $13 billion company. These are great examples of the exciting and 

brilliant early-stage companies that we have in the UK. 

The area of investing which is particularly focused on opportunities such as those mentioned above is Impact 

Investing. The GIIN defines thƛǎ ŀǎ άƛƴǾŜǎǘƳŜƴǘǎ ƳŀŘŜ ǿƛǘƘ ǘƘŜ ƛƴǘŜƴǘƛƻƴ ǘƻ ƎŜƴŜǊŀǘŜ ǇƻǎƛǘƛǾŜΣ ƳŜŀǎǳǊŀōƭŜ 

ǎƻŎƛŀƭ ŀƴŘ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ƛƳǇŀŎǘ ŀƭƻƴƎǎƛŘŜ ŀ ŦƛƴŀƴŎƛŀƭ ǊŜǘǳǊƴέΦ !ƴŘ ǿŜ ǿŀƴǘŜŘ ǘƻ ŜƴŘ ǘƘƛǎ ǇƛŜŎŜ ōȅ ƳŀƪƛƴƎ ǘƘŜ 



point that just like all other areas of responsible investing it is key that advisors and investors look closely at 

the methodology of any Impact Funds to ensure that they align with their values and motives. Look for 

Investment Mangers with clear stated and objective methodologies which match the requirement.  

In conclusion, we very much hope that COP26 is a 

successful conference and sets us all firmly on the 

path to net zero. The role of the private investor is 

going to be key in that success. The Government has 

created a framework to help channel such investment 

and the UK is leading the World in brilliant and 

inventive companies bringing solutions to this 

problem. Research has shown that investors in 

sustainable investors do not lose out when compared 

to traditional investments, but we caution to be 

rigorous on making sure any funds methodologies 

truly match to investors aims and values. 

Dan Somers         

dan@boundarycapital.com  
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London EC1N 8LE 
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GROWING A CULTURE OF SOCIAL IMPACT INVESTING IN THE UK 
 
In 2016, the UK government set up an independent advisory group to answer an important question: 
 
How can the providers of savings, pensions and investments engage with individuals to enable them to support more 
easily the things they care about through their savings and investment choices? 
 
The reason for the question was that the UK had long been a leader in social impact investing, but individuals who 
wanted to make impact part of their personal savings and investment choice still found it hard to do so. The advisory 
group was asked to look into the reasons for that failure and recommend potential solutions.  
 
The report identifies a comprehensive range of recommendations for the short, medium and longer term. There is no 
ΨǎƛƭǾŜǊ ōǳƭƭŜǘΩΣ ōǳǘ ǘƘŜ ŀǊŜŀǎ ǇǊƛƻǊƛǘƛǎŜŘ ŀǊŜ ǇǊŀŎǘƛŎŀƭΣ ŀŎƘƛŜǾŀōƭŜ ŀƴŘ ǿƛƭƭ accumulate, helping ǘƻ Ƴŀƛƴǘŀƛƴ ǘƘŜ ¦YΩǎ ǊƻƭŜ ŀǎ 
a leader in social impact investing and delivering a choice of quality products   to individuals. 

 

 

The recommendations are grouped under Ŭve key action areas:  

Improve deal flow and the ability to invest at scale 

ω Government ς Support co-investment: Government should increase its participation in co-investment models to 
encourage the provision of capital to social impact investments, potentially taking a first loss position in some 
circumstances. 

ω Financial services industry ς Support co-investment: Industry should commit meaningful ongoing resources to work 
with government, the social sector and regulators on identifying investment approaches that can be used to deploy 
capital to tackle entrenched social and economic problems. 

ω Companies ς Embed positive social impact in business as usual: Where feasible, companies should increase their 
focus on creating demonstrable positive social impact alongside financial returns. This would lead to an increase in the 
number of traditional companies that are achieving measurable social impact and expand the investable universe for 
impact investors. More consistent outcome reporting linked to UN Sustainable Development Goals (SDGs) will 
improve investor understanding and help boost confidence in the strategic relevance of nonfinancial measures over 
time. 

Strengthen competence and confidence within the financial services industry 

ω Regulators ς Build capability and integrate social impact into business as usual: Relevant regulators and other 
statutory bodies, including the Financial Conduct Authority (FCA), Financial Ombudsman Service (FOS), Prudential 
Regulation Authority (PRA), The Pensions Regulator (TPR) and the Financial Reporting Council (FRC), should continue 
to build capability in relation to social impact considerations so that, as the market develops, social impact is 
embedded in regulatory frameworks and understanding. 

£ industry 

Maintain 

Recommendations 

non-ýnancial 
outcomes 



ω Financial services industry ς Build capability and integrate social impact into business as usual: Industry should 
engage widely to improve professional skills for social impact; to work with academics and service providers to 
develop a robust performance/outcome evidence base; to develop with industry bodies initiatives to sustain 
momentum and ensure quality as the market develops; and to provide tools and training for pension scheme trustees 
and independent financial advisers (IFAs).  

ω Professional bodies ς Provide Continuous Professional Development (CPD) and qualifications: Professional bodies, 
such as the CFA Institute, the Chartered Institute for Securities & Investment (CISI) and the Chartered Insurance 
Institute (CII) should accelerate professional development around ESG and social impact investment, through CPD and 
professional qualifications. They should work with industry to ensure the use of common terms across educational 
materials. 

 
Develop better reporting of non-financial outcomes  
 
ω Financial services industry ς Develop consistent non-financial reporting methods: Industry should work with the 
Investment Association (IA) and CFA Society UK to develop consistent good practice and set common standards for social 
impact investing. This would include determining processes and reporting, potentially using the SDGs as a framework.  
 
Government and Financial Reporting Council (FRC) ς Explore sustainability and SDG reporting: The Department for 
Business, Energy and Industrial Strategy should explore, with the FRC, how best to encourage UK business to increase 
transparency on the contribution business makes towards the achievement of the UN SDGs. Separately, in regard to the 
FRC consultation on companies' strategic report, the FRC should explore ways in which material information, useful to 
wider stakeholders, can be reported in the context of the UN SDGs.  
 
Make it easier for people to invest 
 
ω DƻǾŜǊƴƳŜƴǘΣ ŦƛƴŀƴŎƛŀƭ ǎŜǊǾƛŎŜǎ ƛƴŘǳǎǘǊȅΣ ǇǊƻŦŜǎǎƛƻƴŀƭ ōƻŘƛŜǎΣ ǎƻŎƛŀƭ ǎŜŎǘƻǊ ŀƴŘ ǊŜƎǳƭŀǘƻǊǎ ς Publish educational 
material: Each organisation to publish educational guidance on social impact investment and its relation to ESG, with 
ǊŜŦŜǊŜƴŎŜ ǘƻ ǘƘŜ ƻǘƘŜǊǎΩ ǿƻǊƪ ǘƻ ŜƴǎǳǊŜ ŎƻƴǎƛǎǘŜƴŎȅΦ ¢Ƙƛǎ ǎƘƻǳƭŘ ōŜ Ŝŀǎƛƭȅ όŀƴŘ ƛƴŘŜǇŜƴŘŜƴǘƭȅύ ŀŎŎŜǎǎƛōƭŜ ŦƻǊ ŀƭƭ ǊŜƭŜǾŀƴǘ 
stakeholders including individual investors, IFAs and pension scheme trustees. In time, government should work with 
industry on a communications campaign to raise awareness among consumers about the power they have to apply their 
own values to investment choices. 
 
ω Financial services industry ς Develop consistent standards to indicate product integrity to individual investors and 
trustees: A cross-sector industry working group, led by the Investment Association, should coordinate the development 
of best practice. This should initially be around transparency for both ESG integrated funds and for social impact 
investment products, seeking guidance from organisations such as the British Standards Institution. In time this could 
lead to an investor-facing social impact investment label as the market develops (see p32: A three-stage approach to 
developing an investor-facing social impact investment label in time). 
 
ω Financial services industry ς Develop more products: The industry should continue to develop its savings, pensions 
and investment product suite with the individual investor in mind, utilising both ESG and social impact investment 
options. Examples of replicable models are shown as case studies throughout the report. 
 
ω Government, financial services industry, professional bodies and regulators ς Work on including illiquid assets in 
investment portfolios:  A wide body of research suggests that an allocation to less liquid, longer term investments is 
likely to enhance portfolio returns over time, but the financial services ecosystem has developed in a way that biases 
towards daily pricing and trading. 
 
All participants have a role in the systemic change needed to support the inclusion of these assets ς many social impact 
investments currently fall into this category. 
 
ω tŜƴǎƛƻƴ ǎŎƘŜƳŜ ǘǊǳǎǘŜŜǎ ŀƴŘ ŜƳǇƭƻȅŜǊǎ ς Engage better with pension scheme members: Trustees should work with 
employers and pension providers to develop best practice for better engaging scheme members with their pension 
investments and encouraging them to register on their pension platforms. This should lead to better alignment with 
ƳŜƳōŜǊǎΩ ƴƻƴ-financial values, with social impact investments as potential fund choices providing, they have an 
appropriate risk/reward profile. As product track records mature, we also envisage growth in social impact investing as a 
natural part of default funds.  
 
 
 
 



Maintain momentum and build cohesion across initiatives 
 
ω CƛƴŀƴŎƛŀƭ ǎŜǊǾƛŎŜǎ ƛƴŘǳǎǘǊȅ ς Account for progress: Industry, supported by government, to convene a follow-on group 
to allocate responsibility for taking forward specific actions, to monitor progress and to ensure sustained positive 
momentum continues. A thought-leadership conference should be held by summer 2018 as part of this process. 
 
ω Financial services industry and professional bodies ς Launch high profile awards: The industry should both stimulate 
and celebrate progress in social impact investment through awards. 
 

  



Case Study ς How to start a conversation with Clients about ESG by Alasdair Coutts-

Britton 
 

At Better World Financial Planning I introduce the concept of investment solutions that have an ESG theme 

ǎǘǊŀƛƎƘǘŀǿŀȅ ƛƴ ǘƘŜ άYƴƻǿ ¸ƻǳǊ /ƭƛŜƴǘέ ŦŀŎǘ ŦƛƴŘƛƴƎ ŎƻƴǾŜǊǎŀǘƛƻƴΦ However, we avoid closed questions and 

ŀŎǊƻƴȅƳǎ ŀǎ ƳǳŎƘ ŀǎ ǇƻǎǎƛōƭŜ ŀǘ ŦƛǊǎǘ ƛƴ ƻǊŘŜǊ ŦƻǊ ǘƘŜƳ ǘƻ ǊŜŀƭƛǎŜ ǘƘŀǘ ǘƘŜȅ ƘŀǾŜ 9{D ŎƻƴŎŜǊƴǎ ŜǾŜƴ ƛŦ ǘƘŜȅΩǾŜ 

never thought about it. 

We use questions designed to help them think about their own personal values. 

ü CƻǊ ŜȄŀƳǇƭŜΣ L ǿƻǳƭŘ ǎŀȅΥ άIƻǿ ƛƳǇƻǊǘŀƴǘ ƛǎ ƛǘ ǘƻ ȅƻǳ ǘƘŀǘ ȅƻǳǊ ƛƴǾŜǎǘƳŜƴǘ ŦǳƴŘǎ ŀǾƻƛŘ ŀƴƛƳŀƭ ǘŜǎǘƛƴƎ 

ŦƻǊ ŎƻǎƳŜǘƛŎ ǇǳǊǇƻǎŜǎΚέ  

ü !ƴƻǘƘŜǊ ƻƴŜ ƳƛƎƘǘ ōŜΥ άIƻǿ ƛƳǇƻǊǘŀƴǘ ƛǎ ƛǘ ǘƻ ȅƻǳ ǘƻ ŀǾƻƛŘ ƛƴǾŜǎǘƳŜƴǘǎ ƛƴ ǇƻǊƴƻƎǊŀǇƘȅ ƻǊ 

ƎŀƳōƭƛƴƎΚέ aƻǎǘ portfolios will exclude those anyway, but it covers a wide range of ESG concerns. 

ü ά!ǊŜ ȅƻǳ ƛƴǘŜǊŜǎǘŜŘ ƛƴǾŜǎǘƛƴƎ ƛƴ ŀ ǿŀȅ ǘƘŀǘ ǎǳǇǇƻǊǘǎ ŎƻƳǇŀƴƛŜǎ ǿƛǘƘ ƎƻƻŘ ŜǉǳŀƭƛǘȅΣ ŘƛǾŜǊǎƛǘȅ ƻǊ 

ƘǳƳŀƴ ǊƛƎƘǘǎ ǊŜŎƻǊŘǎΚέ aƻǎǘ ǇŜƻǇƭŜ ǎŀȅ ŀŎǘǳŀƭƭȅΣ ȅŜǎΣ ƛŦ ƛǘΩǎ ǇƻǎǎƛōƭŜ ǘƻ Řƻ this then I would. 

These questions will then lead into more detailed value- based questionnaire for those clients who wish to be 

more specific about the focus and depth of the inclusion of Sustainable Finance and ESG in their Financial 

Planning.  

In my experience, most people do not know what is in their portfolios and have not considered that their 

investments could be screened in order to make a difference to some of the problems facing society. Once 

they realise that this is possible, and that returns and risk are unlikely to be affected they tend to become 

enthusiastic about this aspect of their financial plan. 

 

Alasdair Coutts-Britton  
 
Founding Director  
Better World Financial Planning Limited 
T: 07958 472966 
E: acb@betterworldfp.co.uk 
M: PO Box 288, OSWESTRY, SY10 1GF 
W: https://www.betterworldfp.co.uk/. 
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{ǘŀǊǘ ǿƛǘƘ άYƴƻǿ ¸ƻǳǊ ŎƭƛŜƴǘΦέ 
Client relationships and fact finding 

 
Lƴ ƻǊŘŜǊ ǘƻ Ψƪƴƻǿ ȅƻǳǊ ŎƭƛŜƴǘΩ Ƴƻǎǘ ŀŘǾƛǎŜǊǎ undertake some form of fact finding. Fact finding should enable an 
ŀŘǾƛǎŜǊ ǘƻ ŜȄǇƭƻǊŜ ǘƘŜ ŎƭƛŜƴǘΩǎ personal objectives and concerns and should include whether or not a client is 
interested in integrating social, environmental and/ or ethical concerns into their financial decisions. Although 
responsible investment funds may or may not be ŀǇǇǊƻǇǊƛŀǘŜ ŦƻǊ ŀ ǇŜǊǎƻƴΩǎ ŜƴǘƛǊŜ ƛƴǾŜǎǘƳŜƴǘ portfolio, 
engagement only funds, screened corporate bond funds and ethical bank accounts 
Ǝƻ ƳǳŎƘ ƻŦ ǘƘŜ ǿŀȅ ǘƻǿŀǊŘǎ ƳŀƪƛƴƎ ŀ Ψresponsible ƛƴǾŜǎǘƳŜƴǘΩ ǇƻǊǘŦƻƭƛƻ ǇƻǎǎƛōƭŜΣ ǎƻ ǘƘŜ ŀǊŜŀ ǎƘƻǳƭŘ 
not be ignored for lack of choice. Advisers who do not ask an ethical fact find question already might 
like to consider following: 
 
ω 5ƻŜǎ ȅƻǳǊ ŎǳǊǊŜƴǘ ŦŀŎǘ- finding process tell you everything you need to know about your clients? 
ω /ŀƴ ȅƻǳ ǊŜŀƭƭȅ ƎƛǾŜ ŀǇǇǊƻǇǊƛŀǘŜ ŀŘǾƛŎŜ ƛŦ ȅƻǳ have not asked a client about their personal values? 
ω LŦ ȅƻǳ ŀǊŜ ŎƻƳǇŜǘƛƴƎ ǿƛǘƘ ƻǘƘŜǊ ŀŘǾƛǎŜǊs for a client, is there any downside to being the only one who asks an 
ethical fact find question (or ǿƘŀǘ ƛŦ ȅƻǳ ŀǊŜ ǘƘŜ ƻƴƭȅ ƻƴŜ ǿƘƻ ŘƻŜǎƴΩǘύΚ  
ω Iƻǿ ƳƛƎƘǘ ȅƻǳǊ ŎƭƛŜƴǘǎ ŦŜŜƭ ƛŦ ǘƘŜȅ ƭŜŀǊƴ ŀōƻǳǘ responsible investment from a source other than you? 
ω LŦ a client returns to you after six months saying the investment you sold them is inappropriate because they 
should have been offered a responsible investment fund ς what will you say ς or do?  

Business benefits 

 
As well as being of benefit to ŎƭƛŜƴǘǎΣ ŦƻǊ ΨŦŜŜƭ-ƎƻƻŘΩ ƻǊ ΨǇŜǊŦƻǊƳŀƴŎŜΩ ǊŜƭŀǘŜŘ ǊŜŀǎƻƴǎΣ ǊŜŎƻƳƳŜƴŘƛƴƎ responsible 
investment is considered by many to be of benefit to advisers also. The following paragraphs on the benefits of 
offering advice on responsible investments have been collected from advisers who are active in the responsible 
investment market. 
 

Protection against complaints  

 
Many people who have concerns about environmental or social issues have strong opinions. Unless an adviser asks 
about, ǊŜŎƻƎƴƛǎŜǎ ŀƴŘ ƴƻǘŜǎ ŀ ŎƭƛŜƴǘΩǎ ƛƴterest as part of the fact-finding process. he/she is unlikely to know that 
he/she is dealing with a person with such opinions and could risk giving inappropriate advice. A clientΩs failure to 
request advice on responsible investment may not be indicative of their lack of interest. Clients that fall into this 
group may even ƳƻǾŜ ǘƻ ǎǇŜŎƛŀƭƛǎǘ ΨŜǘƘƛŎŀƭΩ ŀŘǾƛǎŜǊǎ ƻƴŎŜ ǘƘŜȅ ŦƛƴŘ out that responsible investment exists. 
Although failure to ask an ethical fact find question is unlikely to trigger an immediate complaint, the fact such a 
question was not asked may lead to one further down the line. As interest in social, ethical and environmental 
issues increases the scope for complaints must therefore also be likely to increase. In this vein it is worth noting 
that the Financial Ombudsman Service has already received training in this area. 
 

Improved relationship with existing clients 
 
If a client considers their adviser is taking into account their values and pro-actively taking an interest in them for 
more than just their money, they are much more likely to want to do business with the adviser again.  
 

Increased referrals and protection of client base 

 
Clients are more likely to be happy with their investment if they are aligned more closely to the rest of their 
personal values. This regularly translates into increased referrals as well as good client retention.  
 

Excellent marketing opportunity 

 
Affinity and niche marketing opportunities can be easily identified as most people who are interested in social, 
environmental and/or ethical issues are unaware of the existence of responsible investments. 

 

 



Safeguard against future changes 

 
It is looking increasingly likely that future regulatory changes, particularly in the pensions market, may make an 
awareness of ethical and socially responsible investment a compliance factor. By identifying whether or not the 
issues behind ethical and socially responsible investment approaches are important to a client an adviser can seek 
to guard against such changes.  
 

Improved product retention rates 

 
Responsible investors are more likely to be faithful to their investment and hold on to it through market downturns 
as they may have invested for more than simply performance reasons. As such responsible investors are widely 
ōŜƭƛŜǾŜŘ ǘƻ ōŜ ƳƻǊŜ ΨǎǘƛŎƪȅΩ ǘƘŀƴ ƻǘƘŜǊ ŎƻƳǇŀǊŀōƭŜ ƛƴǾŜǎǘƻǊǎΦ  
 

Other factors to consider 

 

Performance reasons 

 
Whilst performance concerns are often cited, evidence from over 20 years indicates that these are unfounded. 
 
In addition, there are a number of positive investment messages that underpin the various approaches to 
responsible investment. Example opinions include: 
 
ω LƴǾŜǎǘƻǊǎ ǿƘƻ ŎƻƴǎƛŘŜǊ ǘƘŜ ǎƻŎƛŀƭΣ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ŀƴŘ ƎƻǾŜǊƴŀƴŎŜ ό9{Dύ Ǌƛǎƪǎ ŀƴŘ ƻǇǇƻǊǘǳƴƛǘƛŜǎ that companies 
face could make higher returns from their investments, and furthermore, that by encouraging companies to 
improve their corporate social responsibility (CSR) and sustainability, investors can add value to these companies 
and, in turn, to their investments. 
ω Responsible investment funds give investors the chance to get involved with emerging environmental 
technologies (such as solar power and fuel cells) at an early stage, before many conventional investment funds 
have identified the investment opportunity. 
ω [ƻƴƎ ǘŜǊƳism ς there is a growing understanding of the long-term impacts of ESG issues on shareholder value. 
CƻǊ ŜȄŀƳǇƭŜΣ ǇŜƴǎƛƻƴ ŦǳƴŘǎ ŀǊŜ ƛƴŎǊŜŀǎƛƴƎƭȅ ǊŜŎƻƎƴƛǎƛƴƎ ǘƘŀǘ ΨŜƴǾƛǊƻƴƳŜƴǘŀƭΩ ŦŀŎǘƻǊǎ ǎǳŎƘ ŀǎ ŎƭƛƳŀǘŜ ŎƘŀƴƎŜ ǿƛƭƭ 
affect shareholder value over the long term.  
 
¢ƘŜ ¦ƴƛǾŜǊǎƛǘƛŜǎ {ǳǇŜǊŀƴƴǳŀǘƛƻƴ {ŎƘŜƳŜΣ ǘƘŜ ¦YΩǎ ǘƘƛǊŘ ƭŀǊƎŜǎǘ ƻŎŎǳǇŀǘƛƻƴŀƭ ǇŜƴǎƛƻƴ ŦǳƴŘΣ has a team dedicated to 
identifying potential ESG risks and opportunities and work with their service providers to manage such concerns 
and better understand the likely impacts on their portfolio. 
 

Pension rules 

 
There is currently no legal obligation for advisers to offer responsible investment advice or product providers to 
offer responsible investment. Although, this is expected to come in to force in 2022.  
 
HoǿŜǾŜǊΣ ƻŎŎǳǇŀǘƛƻƴŀƭ ŀƴŘ ǎǘŀƪŜƘƻƭŘŜǊ ǇŜƴǎƛƻƴǎ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ƘŀǾŜ ŀ Ψ{ǘŀǘŜƳŜƴǘ ƻŦ LƴǾŜǎǘƳŜƴǘ tǊƛƴŎƛǇƭŜǎΩ ό{Ltύ 
which must be made available to members on request. The SIP must set out the schemes approach to ethical and 
socially responsible investment. Advisers should request SIPs from Stakeholder providers before recommending 
their products so they are able to advise on this aspect of the scheme for any interested or potential members. 
 
The rules, which were originally an amendment to the 1995 Pensions Act, state that trustees of occupational 
pension funds are to disclose the following in their Statement of Investment Principles (SIPs): 
(i) "The extent (if at all) to which social, environmental or ethical considerations are taken into account in the 
selection, retention and realisation of investments; and 
(ii) The policy (if any) directing the exercise of right - (including voting rights) attaching to investments. 
 
Although the legislation did not oblige pension fund trustees to adopt socially responsible investment policies, it 
has increased their transparency on the issue. In particular, the regulation has fuelled the popularity of 
ΨŜƴƎŀƎŜƳŜƴǘ oƴƭȅΩ ŀǇǇǊƻŀŎƘŜǎ ŀƴŘ added pressure on investors regarding the way they vote their shares. 



Charities & Responsible Investment 

 
Responsible investment can help a charity to align their investments with their charitable objects.  
 
Charities may increasingly seek advice on responsible investment following clarifications in the law from the Charity 
Commission. 
 
For trustees concerned that responsible investment could conflict with fiduciary duty, the Charity Commission 
ǎǘŀǘŜǎ ά¢ǊǳǎǘŜŜǎ ŀǊŜ ŦǊŜŜ ǘƻ ŀŘƻǇǘ ŀƴȅ ŜǘƘƛŎŀƭ ƛƴǾŜǎǘƳŜƴǘ Ǉƻƭƛcy which they reasonably believe will provide the best 
ōŀƭŀƴŎŜ ƻŦ Ǌƛǎƪ ŀƴŘ ǊŜǿŀǊŘ ŦƻǊ ǘƘŜƛǊ ŎƘŀǊƛǘȅέΤ ŀƴŘ άǘǊǳǎǘŜŜǎ must have regard to the suitability to the trust of the 
ƛƴǾŜǎǘƳŜƴǘ ǘƻ ōŜ ƳŀŘŜ ƻǊ ōŜƛƴƎ ǊŜǾƛŜǿŜŘέΦ ¢ƘŜȅ go on to state that suitability includes ethical considerations. 
 
The Charity Commission recognises that a responsible investment policy may be entirely consistent with the 
fiduciary duty of maximising return on investment.  
 
Furthermore, they outline three situations where trustees can allow an investment strategy to be governed by 
considerations other than pure investment return: 
 
ω CƛǊǎǘƭȅΣ ǿƘŜǊŜ ƛƴǾŜǎǘƳŜƴǘ ƛƴ ŀ ǇŀǊǘƛŎǳƭŀǊ ǘȅǇŜ ƻŦ ōǳǎƛƴŜǎǎ ǿƻǳƭŘ ŎƻƴŦƭƛŎǘ ǿƛǘƘ ǘƘŜ ŀƛƳǎ ƻŦ ǘƘŜ ŎƘŀǊƛǘȅΤ 
ω {ŜŎƻƴŘƭȅΣ ǿƘŜǊŜ ŎŜǊǘŀƛƴ ƛƴǾŜǎǘƳŜƴǘǎ ƳƛƎƘǘ ƘŀƳǇŜǊ ƛts work by alienating supporters or beneficiaries; 
ω ¢ƘƛǊŘƭȅΣ ƻƴ ƳƻǊŀƭ ƎǊƻǳƴŘǎΣ ǇǊƻǾƛŘŜŘ ǘƘŀǘ ǘƘŜ ǘǊǳǎǘŜŜǎ ŀǊŜ ǎŀǘƛǎŦƛŜŘ ǘƘŀǘ ǘƘƛǎ ǿƻǳƭŘ ƴƻǘ ƛƴǾƻƭǾŜ άŀ Ǌƛǎƪ ƻŦ ǎƛƎƴƛŦƛŎŀƴǘ 
ŦƛƴŀƴŎƛŀƭ ŘŜǘǊƛƳŜƴǘέΦ 
 
In line with pension fund disclosure, the amended Statement of Recommended Practice (SORP) 2005 for 
Accounting and Reporting by Charities states that charity trustees should explain as part of the financial review 
ǎŜŎǘƛƻƴ ƻŦ ǘƘŜƛǊ ŀƴƴǳŀƭ ǊŜǇƻǊǘ άǿƘŜǊŜ ƳŀǘŜǊƛŀƭ ƛƴǾŜǎǘƳŜƴǘǎ ŀǊŜ ƘŜƭŘΣ ǘƘŜ ƛƴǾŜǎǘƳŜƴǘ ǇƻƭƛŎȅ ŀƴŘ ƻōƧŜŎǘƛǾes, 
including the extent (if any) to which social, environmental or ŜǘƘƛŎŀƭ ŎƻƴǎƛŘŜǊŀǘƛƻƴǎ ŀǊŜ ǘŀƪŜƴ ƛƴǘƻ ŀŎŎƻǳƴǘέΦ 

Environmental, Social and Governance (ESG) issues  
 
In order to give advice on sustainable investment, an adviser must be aware of the different approaches and 
issues covered by different funds and fund managers.  
 

Discussing the clients key ESG concerns 

 
After establishing whether a client might be interested in responsible investment, it is important to discuss and 
identify the main issues they are interested in and to get a broad sense of their key concerns. These concerns may 
be different to the advisers own. 
 
Finding out which issues are important to a client is an essential first step towards identifying which fund, product 
ǇǊƻǾƛŘŜǊ ƻǊ ŀǇǇǊƻŀŎƘ ǿƛƭƭ ǎǳƛǘ ŀ ŎƭƛŜƴǘΩǎ ƴŜŜŘǎΦ  
 
¢ƘŜ ŎƭƛŜƴǘΩǎ ŎƻƴŎŜǊƴǎ Ŏŀƴ ōŜ ŜȄǇƭƻǊŜŘ ƛƴ ŀƴ ƛƴŦƻǊƳŀƭ ŘƛǎŎǳǎǎƛƻƴ ƻǊ ǿƛǘƘ ǘƘŜ ƘŜƭǇ ƻŦ ŀ ƳƻǊŜ ŎƻƳǇƭŜȄ ǎǳǇǇƭŜƳŜƴǘŀǊȅ 
fact find, in addition to the adviseǊΩǎ ǎǘŀƴŘŀǊŘ ŦŀŎǘ ŦƛƴŘΦ  IƻǿŜǾŜǊΣ ŘƛŦŦŜǊŜƴǘ ŀŘǾƛǎŜǊǎ ǿƛƭƭ ŦƛƴŘ ŘƛŦŦŜǊŜƴǘ ŀǇǇǊƻŀŎƘŜǎ 
work for them. The discussions and the extra questions will help to provide a transparent audit trail and 
ŘƻŎǳƳŜƴǘŀǘƛƻƴ ƻŦ ȅƻǳǊ ŎƭƛŜƴǘΩǎ ƻǇƛƴƛƻƴǎΦ ¢ŀƪƛƴƎ ǘƛƳŜ ǘƻ ŘƛǎŎǳǎǎ ǘƘese issues with the client will also help the 
adviser build a strong relationship with them.  
 
The discussions may or may not lead to a recommendation for a screened or engagement product solution for the 
client ς dependent on other standard advice issues such as the availability of appropriate products or funds and 
Ƙƻǿ ǘƘƻǎŜ ƛǎǎǳŜǎ ƛƳǇŀŎǘ ƻƴ ǇŜǊŦƻǊƳŀƴŎŜ ǿƛǘƘ ǊŜŦŜǊŜƴŎŜ ǘƻ ǘƘŜ ŎƭƛŜƴǘΩǎ Ǌƛǎƪ ǇǊƻŦƛƭŜΦ IƻǿŜǾŜǊΣ ƎƛǾŜƴ ǘƘŜ ǊŀƴƎŜ ƻŦ 
options available today a request to consider responsible issues is more likely to help the adviser to offer solutions 
ǘƘŀǘ ǎǳƛǘǎ ǘƘŜ ŎƭƛŜƴǘΩǎ ƴŜŜŘǎ ƳƻǊŜ ŜŦŦŜŎǘƛǾŜƭȅ ǘƘŀƴ ŜǾŜǊ ōŜŦƻǊŜΦ 
 

 

 



Diversity of funds reflects different public opinions  

 
Responsible funds have been created for people who were interested in more than the simply traditional financial 
aspects of investment. For example, the first US fund had its roots in the anti- Vietnam War movement in the 
1970s. The first UK fund, Friends Provident Stewardship, initially focused on issues from the Quaker and Methodist 
faiths ς such as the avoidance of alcohol, armaments, tobacco, pornography and a strong concern for social issues - 
notably business involvement in South Africa during the Apartheid years. The fund coupled these with a will to 
support companies which had a positive benefit to society so that the fund could be used to incentivise better 
practices.  
 
Since then, the range of issues has broadened and deepened to meet the diverse needs of the investing public ς 
ǘƘƻǳƎƘ ǎƻƳŜ ŎƭƛŜƴǘΩǎ requirements will be impossible to satisfy completely. Different approaches to different issues 
have also developed. 
 

Degrees of Support or Avoidance 
 
Within each of these issues it is also possible to cover different areas in different ways and to different degrees. A 
fund or strategy may focus, for example, on either what a company actually does, or makes ς or the way it 
ƻǇŜǊŀǘŜǎ ƴŀƳŜƭȅ ǘƘŜ ΨǿŀȅΩ ƛǘ ŘƻŜǎ ǘƘƛƴƎǎΦ 5ƛŦŦŜǊŜƴǘ ƛƴǾŜǎǘƻǊǎ Ƴŀȅ favour different approaches in line with their 
diverse concerns, and in some cases client concerns may not be able to be met. 
 

Social, Environmental and Ethical criteria  

 

Social  Environmental Ethical  

Access to Medicines 
Bribery & Corruption 
Child Labour 
Community Giving 
Community Initiatives 
Conflict 
Corporate Governance 
Equal Opportunities 
Health & Safety 
Human Rights 
Labour Standards 
Supply Chain Management 

Air & Water Pollution 
Biodiversity 
Climate Change 
Energy 
Environmental Management 
Mining & Quarrying 
Nuclear Power 
Ozone-Depleting Chemicals 
Pesticides 
Transport 
Tropical Hardwood 
Waste & Toxic 
Chemical Management 
Water Management 

Alcohol 
Animal Testing & Fur 
Gambling 
Genetic Engineering 
Human Rights 
Military 
Nuclear Power 
Pornography & Adult 
Entertainment 
Repressive Regimes 
Tobacco 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Example of client attitudes  

 
 Example of client 

concern 
Example of client 
concern 

Example of client 
concern 

Example of client 
concern 

Environmental 
Pollution 
(focusing on oil 
and gas 
Companies) 

ϦL ŘƻƴΩǘ ǿŀƴǘ ǘƻ ƛƴǾŜǎǘ ƛƴ 
any oil and gas 
companies. Climate 
change horrifies me and I 
want to avoid 
contributing to the 
problem where possible". 

"I want to invest in the 

ΨōŜǘǘŜǊΩ ƻƛƭ ŀƴŘ Ǝŀǎ 

companies, because we 

ŎŀƴΩǘ Ƨǳǎǘ ǎǿƛǘŎƘ ŀǿŀȅ 

from fossil fuels overnight 

- ǎƻ LΩƳ ƘŀǇǇȅ ƳŀƪƛƴƎ 

money from those that 

really take environmental 

issues seriously". 

"I want to invest with an 
investment provider that 
is trying to make oil and 
gas companies more 
ΨŜƴǾƛǊƻƴƳŜƴǘŀƭƭȅ ŦǊƛŜƴŘƭȅΩΣ 
ōǳǘ ŘƻƴΩǘ ǊŜŀƭƭȅ ŎŀǊŜ 
which ones are in my 
fund". 

ϦLΩƳ ƳƻǊŜ ǿƻǊǊƛŜŘ ŀōƻǳǘ 
the way oil companies are 
involved in countries that 
have poor human rights 
records - to be ƘƻƴŜǎǘΧϦ 

Tobacco / 
Alcohol 
(production, 
sale and 
marketing 
issues) 

ϦLΩŘ ƭƛƪŜ ǘƻ ŀǾƻƛŘ ŀƴȅ 
company involved in 
production of such 
products, but am not too 
bothered about 
ŎƻƳǇŀƴƛŜǎ ǘƘŀǘ ΨǊŜǘŀƛƭΩ 
them - so long as it is 
not a big part of their 
business". 

"I have a real bee in my 
bonnet about tobacco 
companies and people 
who sell cigarettes - all 
too often to children. I 
ŘƻƴΩǘ ǿŀƴǘ ŀƴȅǘƘƛƴƎ ǘƻ 
do with them, they cost 
ǘƘŜ bI{ ŀ ŦƻǊǘǳƴŜΧϦ 

"Alcohol and Tobacco 
ŀǊŜ ΨǇŜǊǎƻƴŀƭ ŎƘƻƛŎŜ 
ƛǎǎǳŜǎΩΦ tŜƻǇƭŜ Ŏŀƴ 
make their own minds up 
- ƭƛǾŜ ŀƴŘ ƭŜǘΧƭƛǾŜΦ LΩƳ 
quite happy to invest in 
them."  

Ϧ²Ƙŀǘ LΩŘ ƭƛƪŜ ǘƻ ǎŜŜ ƛǎ 
someone who is dealing 
with the serious issues 
such as irresponsible 
marketing to children, 
selling alcopops for 
example is really not 
ƻƴΧƛǎ ƛǘΚϦ 

Armaments 
(from aircraft 
sales to 
national 
defence). 

"The arms industry is 
also known as ΨŘŜŦŜƴŎŜΩΣ 
and this is the way I see 
ƛǘΧǿƘȅ ǎƘƻǳƭŘ L ǿƻǊǊȅ 
about investing in 
companies that allow us 
to defend ourselves?" 

ϦLΩƳ ƻƴƭȅ ǊŜŀƭƭȅ ōƻǘƘŜǊŜŘ 
about companies that 
make strategic military 
weapons, planes, ships 
etc . Building barracks 
and the like is going too 
far for me ς and are not a 
problem." 

"I would like to see 
someone addressing the 
issues of sale of aircraft 
etc to oppressive regimes, 
but otherwise it ŘƻŜǎƴΩǘ 
ōƻǘƘŜǊ ƳŜΧϦ 

"Any involvement -from 
selling food, water or 
electricity right up to the 
production of weapons of 
mass destruction are all 
ΨƻǳǘΩΦ L ŘƻƴΩǘ ǿŀƴǘ ǘƻ 
invest in any companies 
with any military 
involvement at all." 

Pharmaceutical 
(focusing on 
animal 
testing issues) 

ϦLǘΩǎ ƴƻǘ ǘƘŀǘ LΩƳ ƴƻǘ 
bothered about animals, I 
just put people first. 
Some testing is required 
by law and until that 
changes companies 
ŎŀƴΩǘ Řƻ ŀƴȅǘƘƛƴƎ 
different than have their 
products tested on 
animals." 

"I love animals, if a 
company tests on 
animals or gets others to 
Řƻ ǘŜǎǘǎ ŦƻǊ ǘƘŜƳ L ŘƻƴΩǘ 
want anything to do with 
them." 

"I am keen to invest in 
pharmaceutical 
companies, my brother 
had a serious illness and 
is only alive today 
because of the drugs he 
was given ς and they will 
have been tested on 
animals." 

Animals ς who cares? I 
want to see these 
companies starting to be 
more responsive to 
issues like access to 
medicines in poor 
countries. I would invest 
in any fund that 
concentrated on getting 
ŎƻƳǇŀƴƛŜǎ ǘƻ ΨŘƻ ǘƘŜ 
ǊƛƎƘǘ ǘƘƛƴƎΩΦϦ 

 
Useful information ς terminology and methods vary; Transparency is key 
 
Terminology and methods vary. Product providers publish marketing and other material to set out which areas are 
covered by the approach or approaches they offer and the degree to which they screen, either positively or 
negatively for an issue. Some also publish detailed policy statements that set out their approach to various issues 
and their rationale for doing what they do. 
 
Lǘ ƛǎ ƛƳǇƻǊǘŀƴǘ ǘƻ ǊŜƳŜƳōŜǊ ǘƘŀǘ ƴƻ ƻƴŜ ǎŜǘ ƻŦ ƛǎǎǳŜǎΣ ƻǊ ŀǇǇǊƻŀŎƘ ƛǎ ΨŎƻǊǊŜŎǘΩΣ ŀǎ ƴƻ ƻƴŜ Ƙŀǎ ŀ ƳƻƴƻǇƻƭȅ ƻƴ ŜǘƘƛŎŀƭ 
standards. In addition, be aware that issues change within investee companies (a company whose shares are held 
by a fund), in particular when mergers or acquisitions take place. This leads some providers to err on the side of 
Ŏŀǳǘƛƻƴ ƛƴ ƳŀǊƪŜǘƛƴƎ ƭƛǘŜǊŀǘǳǊŜ ŀƴŘ ǘƘŜ ǳǎŜ ƻŦ ǿƻǊŘǎ ƭƛƪŜ ΨǎŜŜƪ ǘƻ κ ŀƛƳ ǘƻΧΩ ǘƘƛǎ Ƴŀȅ ƴƻǘ ƘƻǿŜǾŜǊ ōŜ ŀƴ ƛƴŘƛŎŀǘƛƻƴ 
of the seriousness with which a provider views an issue. 
 
In most cases the more important issue is transparency of information about what the fund does so that a client 
understands what they are buying. Various projects have been undertaken to encourage retail and institutional 
responsible investment providers to be more open about what they do and how they do it. This will help advisers 
and clients to be able to compare products more easily and understand what is available; so that a solution can be 
found that matches a cƭƛŜƴǘΩǎ ƴŜŜŘǎ ŀǎ ŎƭƻǎŜƭȅ ŀǎ ǇƻǎǎƛōƭŜΦ 
 
!ǎ ŜǾŜǊ ǘƘŜ ǊƻƭŜ ƻŦ ǘƘŜ ŀŘǾƛǎŜǊ ƛǎ ǘƻ ƳŀǘŎƘ ǘƘŜ ŎƭƛŜƴǘΩǎ ƴŜŜŘǎ ǘƻ ǘƘŜ Ƴƻǎǘ ŀǇǇǊƻǇǊƛŀǘŜ ǇǊƻŘǳŎǘ ǎƻƭǳǘƛƻƴ ς and ethical 
issues may or may not be a deciding factor but should in any event be taken into account. 

  



Inside MSCI ESG Ratings 

 

 

 

 

 

 



 

 

 

 



 

  



All Street research debates  
 

This series of articles by All Street Research describes some of the current debates and challenges within the 

sustainability domain, together with key insights generated by Sevva, the AI platform for ESG ratings 

developed by All Street. 

 

Why mining and oil companies can have high ESG Scores 
 

One controversial topic that often gets mentioned is why companies in so 
ŎŀƭƭŜŘ άōǊƻǿƴ ƛƴŘǳǎǘǊƛŜǎέ ǎǳŎƘ ŀǎ ƳƛƴƛƴƎ ƻǊ ƻƛƭ ŀƴŘ Ǝŀǎ Ŏŀƴ ƎŜǘ ƘƛƎƘ 9{D ǎŎƻǊŜǎ ŦǊƻƳ ǘƘŜ ǊŀǘƛƴƎ ŀƎŜƴŎƛŜǎΦ  
 
We need to rethink how this conversation is held if we 
want to actually build a sustainable future. To start 
with, there isn't such a thing as a good or bad 
industry in ESG. There is only a universe of 
companies that are contributing to overall 
economic activity. This investable universe has its own 
distribution where companies put varying degrees 
of  effort to redirect or change their activity 
towards more sustainable products and services. For 
ŜȄŀƳǇƭŜ ǘƘŜ ŎƘŀǊǘ {ŜǾǾŀΩǎ ǎŎƻǊƛƴƎ Řŀǘŀ ǎŜǘ ǎƘƻǿǎ that 
the vast majority (nearly 75%) of fossil fuel 
companies do indeed have a low to medium 
sustainability footprint; yet there is a significant 
contingent of 25% that scores well. In short, ƛǘΩǎ 
complicated.  
 

Not to mention that when you track through the ESG 
risk factors associated with each business activity you find some (often literally) bodies buried in all the 
upstreams and downstreams.  
 

Investors should be wary of oil and gas companies that don't have a high ESG rating. The ones that do have a 
good rating have usually put together a reasonable transition pathway. They are also typically embedding a 
large number of sustainability factors into their strategy that support the transition, such as gender equality, 
health and wellbeing, and innovation.  
 

We should all encourage companies from every sector to invest in sustainable activities and we should assess 
companies based on their sustainability footprint, not based on the industries they operate in.  
 

We are big fans of regulated international companies being stewards of risky assets such as fossil fuels, or 
indeed risky businesses such as tobacco and sugar. In this way, we are all clear how the stranded assets and 
business models are managed in a transparent and accountable way.  
 

 

 

 

 
 
 

https://www.unpri.org/climate-change/pri-in-person-2017-what-is-the-future-for-stranded-assets/773.article
https://www.unpri.org/climate-change/pri-in-person-2017-what-is-the-future-for-stranded-assets/773.article
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/962785/The_Economics_of_Biodiversity_The_Dasgupta_Review_Full_Report.pdf


 

Can we afford to leave SMEs behind and hope that we will not 

bake at 3 degrees?  

 
There is a big missing gap in much of the discussion and analysis around ESG. Namely SMEs. The same SMEs 
that account for 50% to 70% of GDP.  
 

Whilst everyone agrees how important this segment is, the sustainability conversation is still focused on the 
big names. There are very few tools available for sustainability assessment for small cap and private 
companies. 
 

CO2 emissions have increased by 50% since 
2000. Most large companies report Scope 1 and 
Scope 2 CO2 emissions. But the big elephant in the 
room is that their Scope 3 emissions allegedly 
ŎŀƴΩǘ ōŜ ŎŀƭŎǳƭŀǘŜŘΣ ŜǾŜƴ ǘƘƻǳƎƘ ǘƘŜǎŜ ǊŜǇǊŜǎŜƴǘ 80-
95% of their carbon footprint. All these Scope 3 CO2 
emissions are the Scope 1 or 2 of their small and 
private suppliers. These are SMEs who don't have the 
money or the time to invest in sustainability 
support teams.  
 

We need to find an easy way to assess the ESG 
footprint for SMEs. There are millions of 
companies and we believe that the future 
belongs to automated universal ratings that are 
reliable, accurate and scalable.  
 
The good news is that there are thousands of small companies (7,167 to be precise) that are already hitting 
the highest standards of sustainability best practice, according to ratings data from Sevva. 
 

To better understand why we are not hitting the targets, we need universal sustainability assessment tools 
that apply to every private and public small company. These tools need to use comprehensive, recognisable 
methodologies. For example the most recent IPCC report quantifies the positive ghg emissions impact of 
taking action under each of the 17 UN SDGs, together with the associated trade offs. 
 

¢ƘŜ ŎƘŀƭƭŜƴƎŜ ƛǎΣ ƻŦ ŎƻǳǊǎŜΣ ŎƻƭƻǎǎŀƭΦ .ǳǘ ǿŜ ŎŀƴΩǘ ƳŀƪŜ ŀ ŘŜƴǘ ƛƴ ƻǳǊ ŎƭƛƳŀǘŜ ǘǊŀƧŜŎǘƻǊȅ ƛŦ ǿŜ ŎŀƴΩǘ ƳŜŀǎǳǊŜ 
Ƴƻǎǘ ƻŦ ǿƘŀǘΩǎ ŘǊƛǾƛƴƎ ƛǘΦ  
  

https://www.ilo.org/infostories/en-GB/Stories/Employment/SMEs#power-of-small
https://www.c2es.org/content/international-emissions/
https://www.c2es.org/content/international-emissions/
https://en.wikipedia.org/wiki/Carbon_accounting
https://en.wikipedia.org/wiki/Carbon_accounting
https://en.wikipedia.org/wiki/Carbon_accounting
https://www.cnbc.com/2021/08/18/apple-amazon-exxon-and-the-toughest-carbon-emissions-to-capture.html
https://www.cnbc.com/2021/08/18/apple-amazon-exxon-and-the-toughest-carbon-emissions-to-capture.html
https://www.ipcc.ch/site/assets/uploads/sites/2/2019/06/SR15_Full_Report_High_Res.pdf
https://www.ipcc.ch/site/assets/uploads/sites/2/2019/06/SR15_Full_Report_High_Res.pdf


 

Technology should be front and centre of the climate 

challenge. But it often isn't. 
 

ά9ǾŜǊȅǘƘƛƴƎ LΩǾŜ ƭŜŀǊƴŜŘ ŀōƻǳǘ ŎƭƛƳŀǘŜ ŀƴŘ ǘŜŎƘƴƻƭƻƎȅ ƳŀƪŜǎ ƳŜ ƻǇǘƛƳƛǎǘƛŎ ǘƘŀǘ ǿŜ Ŏŀƴ ƛƴǾŜƴǘ ǘƘŜ ώǘƻƻƭǎ ǿŜ 
ƴŜŜŘϐΣέ .ƛƭƭ DŀǘŜǎ όIƻǿ ǘƻ ŀǾƻƛŘ ŀ /ƭƛƳŀǘŜ Disaster).  
 

The preponderance of financial professionals, policy makers, lawyers and consultants in the climate discussion 
is always high. Real change makers from the tech sector, less so. Yet as Bill Gates points out, the path to 
saving the planet is going to be led by technology. 
 

Take artificial intelligence for example. AI is core to our own business, which is the automation of 
sustainability analysis for investors. Since we know a fair bit about AI, we like to keep tabs on how it is playing 
a role across multiple sustainability challenges in different industries. McKinsey has done some important 
groundwork on this, concluding that AI can help alleviate the environmental and societal challenges under all 
17 of the UN Sustainable Development Goals.     
 

Our own research has identified over 15 domains in which AI is already making deep inroads into climate 
footprint. For example, in agriculture, you can use AI to improve crop yields by monitoring and managing land, 
water and inputs. In renewable energy, predictive AI systems are transforming both the supply side (weather 
patterns), and demand side (consumption patterns). Within the transportation sector, supply chain logistics 
are being transformed by predictive analytics for demand, optimisation of routing, and production planning.   
 

 
We ran our Cognitive Robots on this topic, and we found that, leaving 
aside the countless startups in the space, there are 3,350 listed 
companies that are applying AI to solving climate change. These are 
companies that could make their way into any investment portfolio. This is 
the positive side of ESG, finding and backing the great companies that 
Ŏŀƴ ǎƻƭǾŜ ƻǳǊ ǇƭŀƴŜǘΩǎ ǇǊƻōƭŜƳǎ ǘƘǊƻǳƎƘ ŎǳǘǘƛƴƎ ŜŘƎŜ ǘŜŎƘƴƻƭƻƎȅΦ 
 

To put this in context,  figures from BCG show that AI technologies can 
reduce GHG emissions by between 2.6 and 5.3 gigatons of CO2e, which 
is 5-10% of the overall Paris target.   
 

Or another way of putting it: always include the techies in the 
discussions about how to save the planet. 
 

  

https://www.mckinsey.com/featured-insights/artificial-intelligence/applying-artificial-intelligence-for-social-good
https://www.mckinsey.com/featured-insights/artificial-intelligence/applying-artificial-intelligence-for-social-good
https://www.weforum.org/agenda/2021/01/ai-agriculture-water-irrigation-farming/
https://www.weforum.org/agenda/2021/01/ai-agriculture-water-irrigation-farming/
https://www.ey.com/en_uk/power-utilities/why-artificial-intelligence-is-a-game-changer-for-renewable-energy
https://www.mckinsey.com/industries/metals-and-mining/our-insights/succeeding-in-the-ai-supply-chain-revolution
https://www.bcg.com/en-gb/publications/2021/ai-to-reduce-carbon-emissions
https://www.bcg.com/en-gb/publications/2021/ai-to-reduce-carbon-emissions
https://www.bcg.com/en-gb/publications/2021/ai-to-reduce-carbon-emissions


 

The elephant manure in the room 
 

Whenever governments or investors or corporations get together at big climate conferences, all the 
participants are constantly holding their noses at the pile of steaming elephant manure plonked right there on 
the stage in front of them. And that steaming pile takes the form of climate targets.  
 

Because we are not going to hit 1.5c. Or probably not even 2c. The IPCC let the cat out of the bag in August 
with its latest reportΦ ¢ƘŜ ŎƭǳŜ ƛǎ ƛƴ ǘƘŜ ǘƛǘƭŜ ά/ƭƛƳŀǘŜ ŎƘŀƴƎŜ ǿƛŘŜǎǇǊŜŀŘΣ ǊŀǇƛŘ ŀƴŘ ƛƴǘŜƴǎƛŦȅƛƴƎέΦ !ƴŘ ǘƘŜ ōŀǎŜ 
case does not look good.  
 

The water cycle is intensifying, affecting rainfall patterns and causing flooding. Sea levels will rise for the next 
century, damaging coastal areas. The permafrost is thawing; in Siberia we actually got a sneak peak this year 
that the methane time bomb could be real. There will be frequent marine heatwaves, and cities will suffer 
even more extreme heatwaves, since urban areas are usually warmer than elsewhere. 
 

So our takeaway is that there needs to be much more discussion about how we prepare ourselves or a 
century of extremities.  
 

Will governments step up? They will certainly reiterate the drive towards 1.5c at COP26 and make grand 
announcements of new money. Consumers? Unlikely to meaningfully change behaviour. The business sector 
on the other hand has to act meaningfully, because it is incentivised to do so.  
 

Climate resilience is going to be existential for corporations, says the World Economic Forum. We think that 

every company on the planet, no matter how big or small, will need to have a plan for how it is going to cope 

with climate extremities. Not just by 2050, but by 2025 and 2030.  

 

And it should be a great business opportunity too. 

 

  

https://www.ipcc.ch/2021/08/09/ar6-wg1-20210809-pr/
https://futurism.com/the-byte/scientists-warn-methane-time-bomb-siberia
https://news.climate.columbia.edu/2020/12/16/buying-stuff-drives-climate-change/
https://www.weforum.org/agenda/2020/01/climate-resilience-is-set-to-make-or-break-businesses/
https://www.mckinsey.com/business-functions/sustainability/our-insights/how-companies-capture-the-value-of-sustainability-survey-findings


The Spectrum of Capital 
 
¢ƘŜ ΨǎǇŜŎǘǊǳƳ ƻŦ ŎŀǇƛǘŀƭΩ ƛǎ ŀ ǿay of mapping the broad range of risk/return strategies in sustainable and 

social impact investing, from investing for maximum profit to so-ŎŀƭƭŜŘ ΨŎƻƴŎŜǎǎƛƻƴŀǊȅΩ ƛƴǾŜǎǘƳŜƴǘ ς the 

option that financial return can be traded off for social return.15 The range of investment objectives goes to 

the heart of the challenge in formulating a tight definition of social impact investing, and to the confusion 

among some investors about the level of financial risk involved. 

Certainly, in early-stage social impact investing, as in early-stage conventional investing, there is a higher level 

of risk, and the maturity of an investment will often be a factor in weighing financial against social returns. 

With increasing and sustained interest, the foundations of the social impact investment market are starting to 

fall into place, with more products, rising demand and increased engagement from government and financial 

industry bodies. 

 

 

 
 

 
 

 

 

 
Adapted from: The Bridges  Spectrum  of  Capital , Bridges Fund Management (2013) and the Impact Management Project. Taken 

from EQ Investment Impact report 2021  
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Different approaches: Avoid, Support, Engage 
 
Having identified the key environmental, sustainability and governance issues that are of concern to a client, the 
suggested next step is to work out the best approach to responsible investment that will best suit the need of the 
client. We break these down into three main approaches. 
  

Three main approaches 

 
In addition to covering a diverse range of issues different funds or fund management houses and product providers 
ŜƳǇƭƻȅ ŘƛŦŦŜǊŜƴǘ ŀǇǇǊƻŀŎƘŜǎ ƻǊ ΨǘŀŎǘƛŎǎΩ ǘƘŀǘ ŀƛƳ ǘƻ ƳŜŜǘ ǘƘŜ ƴŜŜŘǎ ƻŦ ǘƘŜƛǊ respective investor bases and/or target 
markets. 
 
The following is a breakdown of the main types of sustainable investment approaches as described in marketing 
material. Many funds combine all three approaches (support, avoid and engage), others only one or two. Product 
provider literature should make it clear which of the three approaches apply to which of its products or funds. This 
information should be clearly ǎŜǘ ƻǳǘ ƛƴ ŀ ǇǊƻǾƛŘŜǊΩǎ marketing material.  
 

Avoidance or negative screening 

 
The most commonly recognised form of responsible investment is avoidance or negative screening. 
 
ω ¢Ƙƛǎ ŀǇǇǊƻŀŎƘ ƛƴǾƻƭǾŜǎ ŀǾƻƛŘƛƴƎ ŎƻƳǇŀƴƛŜǎΣ or industries that do not meet the social, 
environmental or ethical standards by which the fund is run. 
ω aƻǎǘ ŦǳƴŘǎΣ ŦƻǊ ŜȄŀƳǇƭŜΣ ǿƛƭƭ ƴƻǘ ƛƴǾŜǎǘ ƛƴ tobacco, alcohol or armaments production. 
ω ¢ƘŜ ŘŜƎǊŜŜ ǘƻ ǿƘƛŎƘ ŀƴ ƛƴŘǳǎǘǊȅ ƻǊ ŀ particular behaviour is avoided may vary from fund to fund (e.g. allow 3%, 
5% or 10% of turnover) and may or may not follow the stances outlined by research agencies or other 
commentators. 
ω /ƻƳǇŀƴƛŜǎ Ƴŀȅ ōŜ ŜȄŎƭǳŘŜŘ ōȅ ǾƛǊǘǳŜ ƻŦ ǘƘŜ industry they are in (e.g. financial services, mining, making or selling 
pornographic material), or by virtue of the way they do things (poor relations with suppliers or employees, 
pollution related convictions, offensive advertising). Although there is a degree of commonality, different funds will 
consider different issues and exclude companies in accordance with their own policies. 
ω ¢ƘŜǊŜ ƛǎ ƴƻ ǎƛƴƎƭŜΣ ŎƻǊǊŜŎǘ ŀǇǇǊƻŀŎƘ ǘƻ ŀƴȅ issue. Approaches may vary between very ǎǘǊƛŎǘƭȅ ΨŀƴǘƛΩΣ ǘƻ ƘŀǾƛƴƎ ƴƻ 
concern about a given issue. However, where there is a wide public consensus about an issue, the approach 
adopted by different funds may be very similar. 
ω 9ȄŎƭǳǎƛƻƴ ŎǊƛǘŜǊƛŀ ǎƘƻǳƭŘ ōŜ ǇǳōƭƛǎƘŜŘ ōȅ ŦǳƴŘ or product providers and should reflect how the fund is run in 
practice, in particular stock selection. 
 

Support or positive screening 

 
An often less visible approach is positive screening, which seeks to invest in those companies with a commitment 
to responsible business practices, positive products and/or services. Many of the issues here are in common with 
the above points, but broadly ς 
ω ¢Ƙƛǎ ŀǇǇǊƻŀŎƘ Ŏŀƴ ƳŀƴƛŦŜǎǘ ƛǘǎŜƭŦ ƛƴ ŀ ƴǳƳōŜǊ ƻŦ ǿŀȅǎΦ 
ω CǳƴŘǎ Ƴŀȅ ǿŀƴǘ ǘƻ ǎǳǇǇƻǊǘ ŎƻƳǇŀƴƛŜǎ ǘƘŀǘ ǎŜƭƭ ǇƻǎƛǘƛǾŜ ǇǊƻŘǳŎǘǎ - for example educational materials, safety 
products, products for the renewable energy sector or products that are essential necessities of life such as food, 
clothing, electricity, water or housing. 
ω CǳƴŘǎ Ƴŀȅ ŦŀǾƻǳǊ ŎƻƳǇŀƴƛŜǎ ǿƛǘƘ ǇƻǎƛǘƛǾŜ ǇƻƭƛŎƛŜǎ ŀƴŘ ǇǊŀŎǘƛŎŜǎ όǇŜǊƘŀǇǎ ƛǊǊŜǎǇŜŎǘƛǾŜ ƻŦ ǿƘŀǘ ǘƘŜ ŎƻƳǇŀƴȅ 
actually does) - such as good equal opportunities, supply chain management, environmental management 
practices or community involvement and charitable giving. 
ω !ǇǇǊƻŀŎƘŜǎ ŀƴŘ ǘƘŜƛǊ ƛƳǇŀŎǘ ƻƴ ǎǘƻŎƪ ǎŜƭŜŎǘƛƻƴ ǾŀǊȅΣ ōǳǘ ŀ ƴƻǘŀōƭŜ ǾŀǊƛŀǘƛƻƴ ƛǎ ǘƘŜƳŜŘ ƻǊ ǘƘŜƳŀǘƛŎ ƛƴǾŜǎǘƳŜƴǘΣ 
ǿƘŜǊŜ ŀ ŦǳƴŘ ƳƛƎƘǘ ƳŀƧƻǊ ƻƴ ŀ ǇŀǊǘƛŎǳƭŀǊ ΨǇƻǎƛǘƛǾŜΩ ƛƴŘǳstry to the exclusion of all others ς for example a fund that 
focuses on environmental technology. 
 
 
 
 



Engagement, dialogue and shareholder activism 

 
Historically there has always been a degree of dialogue between sustainable/ethical funds and investee companies. 
However, the activity levels have increased substantially over recent years, to the extent that it is now offered as a 
ΨǎǘŀƴŘŀƭƻƴŜΩ ǇǊƻŘǳŎǘ ōȅ ǎƻƳŜ ǇǊƻǾƛŘŜǊǎ ŀƴŘ ŦǳƴŘ ƳŀƴŀƎŜǊǎΦ 
ω 9ƴƎŀƎŜƳŜƴǘ Ƴŀȅ ōŜ ǎŜǇŀǊŀǘŜ ǘƻΣ ƻǊ ƛƴ ŎƻƳōƛƴŀǘƛƻƴ ǿƛǘƘΣ ǎŎǊŜŜƴƛƴƎΦ Lǘ may apply to screened and unscreened 
funds. 
ω 9ƴƎŀƎŜƳŜƴǘ Ƴŀȅ ŀǇǇƭȅ ŀŎǊƻǎǎ ŀ ǇǊƻŘǳŎǘ ǇǊƻǾƛŘŜǊΩǎ ŜƴǘƛǊŜ Ŝǉǳƛǘȅ ǇƻǊǘŦƻƭƛƻ ŀƴŘ ǘƘŜǊŜŦƻǊŜ 
apply automatically, no matter what fund is purchased from that company. 
ω 9ƴƎŀƎŜƳŜƴǘ Ŝƴǘŀƛƭǎ ǳǎƛƴƎ ǊƛƎƘǘǎ ǊŜƭŀǘƛƴƎ ǘƻ ǎƘŀǊe ownership as a means to encourage more responsible business 
standards. 
ω 9ƴƎŀƎŜƳŜƴǘ ƻƴƭȅ ŦǳƴŘǎ Ƴŀȅ ƴƻǘ ŀƭǿŀȅǎ ōŜ ōǊŀƴŘŜŘ ƻǊ ƳŀǊƪŜǘŜŘ ŀǎ ŜǘƘƛŎŀƭ ƛƴǾŜǎǘƳŜƴǘǎΦ 
ω Lƴ ƛƴǎǘŀƴŎŜǎ ǿƘŜǊŜ ŀ ŦǳƴŘ ƳŀƴŀƎŜǊ ƛǎ ŎƻƳƳƛǘǘŜŘ ǘƻ ŜƴƎŀƎŜƳŜƴǘ ǿƛǘƘ ŎƻƳǇŀƴƛŜǎ ƻƴ ōŜƘŀƭŦ ƻŦ ŀƭƭ ǘƘeir equity 
assets, they may not specifically highlight this for all their retail funds under management. 
ω bƻǊƳŀƭƭȅ ǘƘƛǎ ƛǎ ŎŀǊǊƛŜŘ ƻǳǘ ƻƴƭȅ ǿƘŜƴ ǘƘŜǊŜ ƛǎ ŀ ōǳǎƛƴŜǎǎ ŎŀǎŜ ŦƻǊ ŎƘŀƴƎŜ ς largely because if there was no 
business benefit a company would not comply. 
ω 9ƴƎŀƎŜƳŜƴǘ ƛǘǎŜƭŦ ŘƻŜǎ ƴƻǘ ƴƻǊƳŀƭƭȅ ŀƭǘŜǊ ǎǘƻŎƪ ǎŜƭŜŎǘƛƻƴ ŀƴŘ Ƴŀƛƴƭȅ ǘŀƪŜǎ ǘƘŜ ŦƻǊƳ ƻŦ ŘƛŀƭƻƎǳŜΣ ƴŜƎƻǘƛŀǘƛƻƴ ŀƴŘ 
gentle persuasion. This is often conducted away from the public eye, although voting at AGMs and EGMs, and in 
extreme cases using the ƳŜŘƛŀ ǘƻ ΨǎƘŀƳŜΩ ŀ ŎƻƳǇŀƴȅ ƛǎ ōŜŎƻƳƛƴƎ ƛƴŎǊŜŀǎƛƴƎƭȅ ŎƻƳƳƻƴΦ 
ω 9ƴƎŀƎŜƳŜƴǘ ƛǎ ƭŜǎǎ ǇǊƻƭƛŦƛŎ ŀŎǊƻǎǎ ƴƻƴ-equity holdings, but sometimes applies to bonds and property 
investments. 
ω 5ƛŦŦŜǊŜƴǘ ŦǳƴŘ ƳŀƴŀƎŜǊǎ ŜƴƎŀƎŜ ƻƴ ŘƛŦŦŜǊŜƴǘ ƛǎǎǳŜǎΣ ǎƻƳŜǘƛƳŜǎ ƻǇŜǊŀǘƛƴƎ ǳƴƛƭŀǘŜrally and 
sometimes in collaboration with other fund managers (e.g. through the Institutional Investors Group on Climate 
Change ς see www.iigcc.org). 
ω ¢ƘŜ ƛǎǎǳŜǎ ŎƻǾŜǊŜŘ ǘŜƴŘ ǘƻ ōŜ ƭŜǎǎ contentious than some screening issues. Example issues include: climate 
change; access to essential medicines; inappropriate executive remuneration; labour standards; and bribery and 
corruption. 
ω 9ƴƎŀƎŜƳŜƴǘ ƛǎ ƛƴŎǊŜŀǎƛƴƎƭȅ ōŜƛƴƎ ŀŘƻǇǘŜŘ ōȅ pension funds. 
 

Approaches in practice 

 
Many screened funds combine all three approaches (support, avoid and engage), others only one or two. An 
engagement only fund will apply the third approach only. Different providers will commit different levels of 
resources to these areas and have different views on their respective levels of importance. 
 
Generally, the issues within screened ethical/responsible funds are fairly static, because funds have their existing 
client base to keep happy. However, some policies may change over time as the fund manager seeks to stay up to 
date with what is happening in the world e.g. new policies may ƘŀǾŜ ōŜŜƴ ŘŜǾŜƭƻǇŜŘ ƛƴ ǊŜƭŀǘƛƻƴ ǘƻ DahΩǎΤ ŀƴŘ 
funds will have removed any screens relating to apartheid in South Africa. Engagement programmes tend to be 
more fluid, changing as issues in the news and of concern to fund managers change. An engagement only fund 
should not therefore be sold on the basis of engagement on a particular issue unless the fund manager has agreed 
to continue that engagement on an ongoing basis. 
 
Further information on the application of screening and engagement should be available from the product 
providers website or from research providers including EIRiS (www.EIRiS.org) and Ethical Screening Ltd 
(www.ethicalscreening.co.uk) and also MSCI (www.msci.com)  and Sustainalytics (www.sustainalytics.com)  sites. 
 

 

 

 

 

 

http://www.ethicalscreening.co.uk/
http://www.msci.com/
http://www.sustainalytics.com/


 

Using positive screening to drive financial returns and reduce risk By Kathryn Sargent 
 
At Blackfinch Asset Management we believe environmental, social and governance (ESG) factors are core to the 

future success of any business, and that investing in companies aligned with ESG principles can lead to superior 

returns. We see a positive correlation between companies focused on improving their ESG factors and share 

price growth.  

Our aim is to invest in funds that either have a focus on improving sustainability issues, or businesses with 

strong metrics relating to ESG criteria. Our focus on ESG factors is core to our investment process and integral 

to how we work. We apply these principles to every portfolio we manage. 

Positive Screening Approach 

As stewards of capital, we have a pivotal role in ensuring that the companies we invest in are answerable to 

ESG concerns. Our positive screening process makes it possible to unearth and support forward-thinking 

companies, and invest in them via responsible fund managers who actively engage and monitor their ESG 

targets. We strongly feel fund managers should exercise their power as shareholders to shape the direction of 

investee companies, and to positively impact the way such businesses are run. 

Finding hidden gems through positive screening 

Negatively screening sectors out of portfolios can mean that clients miss holding some hidden gems in their 

portfolios. What we mean by this is, an ethical portfolio will likely screen out sectors such as, but not limited to, 

Alcohol, Oil & Gas and Adult Entertainment, but there are companies considered to be within these sectors 

with significant Environmental and Social benefits that clients could be missing out on.  

Hidden Gems ς Case studies 

Kweichow Moutai (Industry: Alcohol Sector) 

YǿŜƛŎƘƻǿ aƻǳǘŀƛ ƛǎ ƻƴŜ ƻŦ /ƘƛƴŀΩǎ ƭŀǊƎŜǎǘ ǇǳōƭƛŎƭȅ ƭƛǎǘŜŘ alcoholic beverage manufacturers. It produces a highly 

desirable liquor that is deeply embedded in Chinese culture, often being served at state banquets and presented 

as diplomatic gifts. The liquor is very expensive and is enjoyed only in moderation. A key justification of the high 

ǇǊƛŎŜ Ǉƻƛƴǘ ƛǎ ǘƘŜ ƭƛǉǳƻǊΩǎ ǳƴƛǉǳŜ ǘŀǎǘŜΣ ǿƘƛŎƘ ƛǎ ƘŜŀǾƛƭȅ ǊŜƭƛŀƴǘ ƻƴ ǘƘŜ ǿŀǘŜǊ ǘƘŀǘ ƛǎ ǎƻǳǊŎŜŘ ŦǊƻƳ ǘƘŜ ǊƛǾŜǊ ƴŜȄǘ 

to the distillery. 

Lƴ ƻǊŘŜǊ ǘƻ Ƴŀƛƴǘŀƛƴ ƛǘΩǎ ŎƻƴǎƛǎǘŜƴǘƭȅ ƘƛƎƘ ǎǘŀƴŘŀǊŘǎΣ YǿŜƛŎƘƻǿ aƻǳǘŀƛ Ƙŀǎ ƛƴǾŜǎǘŜŘ ōƛƭƭƛƻƴǎ of Yuan over the 

years installing and maintaining water purification and filtration systems further upstream. This has not only 

maintained the production standards but has also resulted in significant environmental and social benefits that 

are often overlooked by ESG funds that screen out the alcoholic beverage sector.  

Marine life has notably benefitted from the cleaner water alongside the broader positive environmental 

impacts of cleaner water which is free from plastic and chemical pollution. On the social side, the towns and 

villages located downstream from the distillery are also key beneficiaries of the cleaner river water which would 

ƴƻǘ ōŜ ǘƘŜǊŜ ƛŦ ƛǘ ǿŜǊŜƴΩǘ ŦƻǊ ǘƘŜ ƛƴǾŜǎǘƳŜƴǘ ŦǊƻƳ YǿŜƛŎƘƻǿ aƻǳǘŀƛΦ  

Orsted (Industry: Renewable Energy) 

Formerly known as Danish Oil & Natural Gas (DONG) the energy company historically made most of its money 

from fossil fuels (85% from coal).  In 2009, it embarked on a major strategic shift to pivot toward renewable 

energy. 



Following aggressive investment, in 2019 the coƳǇŀƴȅ ōŜŎŀƳŜ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ǇǊƻŘǳŎŜǊ ƻŦ ƻŦŦǎƘƻǊŜ ǿƛƴŘ 

energy.  The company hit its renewable energy target 21 years ahead of schedule and as a result the share price 

was rewarded with a return of more than 300% since listing in 2016. 

Historically, negatively screened portfolios would have missed this company and whilst Orsted is found in many 

ESG portfolios today, clients would have missed out on the growth and returns seen over recent years in a 

negatively screened portfolio. 

Vodafone and other mobile phone providers (Industry: Telecommunications) 

Negatively screened portfolios would screen out companies associated with pornography and/or adult 

entertainment which would include many telecommunication and network companies such as Vodafone. Using 

Vodafone as an example, around 5% of their revenue is generated from the distribution of adult content.  

However, Vodafone and many other mobile phone network providers have a significant part to play in social 

mobility and the advancement of global communication, for example.  

¶ Mobile phone networks were vital for connecting loved ones and those in hospital during the Covid 

pandemic 

¶ The global 5G network is fundamental to advancing communications 

¶ Mobile phone companies are crucial for the roll out of communications in developed and developing 

nations 

¶ Companies such as Vodafone are instrumental in helping people in developing nations access online 

services such as bank accounts 
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AI ESG research methodology by Emanuela Vartolomei of SEVVA 
 
An important trend that is emerging in the adviser market is the increasing use of artificial intelligence to conduct ESG 

screening. The data required to perform ESG analysis is typically found within corporate disclosures, earnings call 

transcripts and news articles, and other media. This information is often highly qualitative, and is typically in text or 

narrative format. In recent years there has been an explosion in corporate narrative reporting requirements. The law 

firm Norton Rose Fulbright has identified 28 separate narrative reporting initiatives across multiple ESG categories with 

which companies have to comply. The exponential growth in ESG data makes it impossible for teams of human analysts 

to read and process all the required information across the global investable universe. Businesses which do not use AI to 

undertake sustainability analysis will likely face an existential threat in the next five years. 

 

One example of an AI technology company active in the ESG Rating Space is All Street Research. All Street has developed 

an AI platform called Sevva (www.sevvai.aiύΦ ¢ƘŜ ǎȅǎǘŜƳ ƛǎ ǇƻǿŜǊŜŘ ōȅ Ψ/ƻƎƴƛǘƛǾŜ wƻōƻǘǎΩ ǘƘŀǘ ǊŜŀŘ ŀƴŘ ǳƴŘŜǊǎǘŀƴŘ ŀƭƭ ƻŦ 

the millions of disclosures produced by public companies, and retrieve thousands of ESG data points. The company 

provides fund and company ESG ratings to asset managers based on the UN SDGs, and has now launched an adviser ESG 

screening app within Sevva.  

 

The benefit of using AI rather than human analysts is that whilst most ESG providers cover between 1,000 and 10,000 

stocks, All Street covers the entire global investable universe of 70,000 companies, together with tens of thousands of 

funds. It also covers private markets, and can rate alternative products such as VCTs and EIS funds. 

 

For advisers, this means the ESG screening process can discover as yet untapped investment opportunities from an ESG 

perspective, not only in conventional large cap active and passive funds, but also in the small cap, private markets and 

emerging markets space which few if any ESG providers cover.  

 

The ESG questionnaire used by Sevva for IFAs  is comprehensive and covers both negative and positive screens as well as 

corporate governance factors. The negative screening in Sevva covers the full universe of ethical screens required by 

advisers (see Table [ ]). For the positive screen (see Tables [ ] and [ ]), Sevva adopts the UN SDG framework. The 17 SDGs 

are supplemented by 8 additional Corporate Governance factors which All Street has identified as providing a necessary 

foundation for successful integration of the SDGs into corporate strategy. The system also provides the option for the 

ŎƭƛŜƴǘ ǘƻ ΨƻǾŜǊǊƛŘŜΩ Ƙƛǎ ƻǊ ƘŜǊ ŀǾŜǊǎƛƻƴ ǘƻ ŀ ǇŀǊǘƛŎǳƭŀǊ ƴŜƎŀǘƛǾŜ ŎǊƛǘŜǊƛŀ ƛŦ ŦƻǊ ŜȄŀƳǇƭŜ ŀ ƳŀƧƻǊƛǘȅ ƻŦ ǘƘŜ ǇƻǎƛǘƛǾŜ ŎǊƛǘŜǊƛŀ are 

also met.  

 

All Street selected the SDGs because they are easy to understand, they are an accepted framework for corporate 

reporting, and they all feed directly into the battle against climate change. All of these factors make them a strong 

candidate for broad adoption by advisers. 

 

The SDGs are emerging as the framework of choice by which corporations can implement their sustainability strategy. 

{ŜǾǾŀΩǎ /ƻƎƴƛǘƛǾŜ wƻōƻǘǎ Ŏŀƴ ǇƛŎƪ ǳǇ ŎƻƳǇŀƴȅ Řŀǘŀ Ǉƻƛƴǘǎ ǘƘŀǘ ŀǊŜ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ {5D ŎǊƛǘŜǊƛŀ ōŜƛƴƎ ƳŜǘΣ ŜǾŜƴ ƛŦ ǘƘŜ 

ŎƻƳǇŀƴȅ ƛǘǎŜƭŦ ŘƻŜǎƴΩǘ ŀŎǘǳŀƭƭȅ ǊŜǇƻǊǘ ǳƴŘŜǊ ǘƘŜ {5DǎΦ According to data from All Street, 40,000 out of the 70,000 

publicly listed companies are addressing the SDGs.  

 

Last but not least, the SDGs arguably represent the most integrated approach to combating climate change, which is our 

ǇƭŀƴŜǘΩǎ ōƛƎƎŜǎǘ ŎƘŀƭƭŜnge. Citing comprehensive research undertaken by the IPCC in its most recent Global Warming 

Report, All Street demonstrates that each of the SDGs can be directly linked to a quantifiable impact in fighting climate 

change. This is something all investors should care about, and advisers should have the tools to help address their 

concerns in a holistic and systematic way.   

 

 

 

 

 

 

https://bit.ly/2YA82FT
http://www.sevvai.ai/
https://www.ipcc.ch/site/assets/uploads/sites/2/2019/06/SR15_Full_Report_High_Res.pdf
https://www.ipcc.ch/site/assets/uploads/sites/2/2019/06/SR15_Full_Report_High_Res.pdf


ESG Questionnaire for IFAs used by Sevva 
 

Negative Screening 
 

Ethical Screening Questionnaire 

Do you feel comfortable with your investment 
portfolio containing companies that: 

¸Ŝǎ ǘƘŀǘΩǎ ŦƛƴŜ  ¸Ŝǎ ǘƘŀǘΩǎ ŦƛƴŜ ƛŦ ŀ 
majority of the 
positive screening 
factors are satisfied 

Only a small minority 
(<10%) 

Exclude completely 
(0%) 

Produce alcohol     

Sell Alcohol     

Engage in animal testing within the medical and pharmaceutical 
industries 

    

Engage in animal testing within the cosmetics industry     

Provide gambling to end consumers     

Provide services to gambling companies     

Are involved in intensive farming     

Are meat producers or processors     

Sell meat to consumers     

Produce or sell military products or armaments     

Produce pornography     

Sell pornography     

Produce tobacco     

Sell tobacco     

 

Positive Screening - Strong Corporate Governance 

 

Corporate Governance Questionnaire 

Should your investment portfolio contain holdings which have 
the following corporate governance practices in place? 

Not applicable  Somewhat 
(>50%) 

Very much 
(>75%) 

Always (100%) 

Effective board policies     

Commitment to strong customer relations     

Executive compensation policies     

Commitment to developing human capital     

Commitment to key stakeholders     

Risk management     

Management of supply chain     

Commitment to transparency and disclosure     

 

 

 

 



Positive Screening - SDGs 

 

UN Sustainable Development Goals Questionnaire 

Should your investment portfolio help address the 
following key issues? 

Not applicable 
(0%) 

Somewhat 
(50%) 

Very much 
(75%) 

Always (100%) 

Poverty     

Hunger     

Good Health and Wellbeing     

Quality Education     

Gender Equality     

Clean Water and Sanitation     

Affordable and Clean Energy     

Decent Working Conditions  and Economic Growth     

Industry, Innovation and Infrastructure     

Inequality     

Sustainable Cities and Communities     

Responsible Production and Consumption     

Climate Action     

Preservation of life below water     

Preservation of life on land     

Promotion of peace, justice and strong institutions     

Partnerships with other organisations to promote the UN SDGs     

 

 

To get access to the Sevva ESG screener: 
Contact All Street  
via email at: all@allstreet.org; or 
sign up at https://www.sevva.ai/contact  

 
Emanuela Vartolomei 
Founder and CEO  All Street Research Ltd 
M +44(0)7531 845229   
All Street | We build Cognitive Robots |  https://sevva.ai  
 
  

mailto:all@allstreet.org
https://www.sevva.ai/contact
tel:%2B44%280%297531%20845229
http://goog_2079273937/
https://sevva.ai/


Risk & Performance Issues 
    
Whilst risk and performance issues should be carefully considered with the client, as with all investment decisions, 
there is now a wide range of responsible investment options, including screened ethical funds and unscreened 
ΨŜƴƎŀƎŜƳŜƴǘ ƻƴƭȅ ŦǳƴŘǎΩΣ ŀǾŀƛƭŀōƭŜ ǘƻ ǎǳƛǘ different client needs. 
 
Historically some advisers have had concerns about the performance of sustainable/responsible investments 
relative to conventional funds. This has resulted from fears about the impact of ǊŜŘǳŎƛƴƎ ŀ ŦǳƴŘ ƳŀƴŀƎŜǊΩǎ 
investment universe by excluding certain companies or industries through screening. 
 
Firstly, advisers should be aware that the performance issues for screened and engagement only funds are quite 
different as funds adopting an engagement only approach are unlikely to make exclusions purely on ESG grounds. 
Secondly, with reference to screened funds, there are now many screened ethical/ responsible funds available, 
including trackers funds, some of which have more than two decades of performance history. In addition, research 
from sources such as the Investment Management Association, has indicated that ethical and sustainable 
investment funds have performed more or less on a par with their nonethical equivalents. 
  
Below, we outline the performance and risk issues in more detail for both screened and engagement funds 
separately. We hope the information will serve as useful guidance. 
 

Screened funds 

 
Although some similarities exist within screened responsible investment funds, for example a propensity to follow 
a growth bias, an adviser would be well advised to view with a degree of scepticism any attempt to generalise 
about the performance of responsible investment funds given a wide range of approaches and performance exists. 
 
It is our view that a fund should be considered on individual merit and that it is more the combination of industry 
trends and fund manager skill that will dictate performance ς as with other investments. 
 
Another area cited by some as a reason for dismissing screened funds, is different sector weightings relative to 
mainstream benchmarks. Yet screened funds are no different from other actively managed funds in this respect 
(extreme index huggers excluded). The degree to which a particular responsible investment approach will have a 
beneficial or a detrimental impact on performance will primarily lie with the skill of the fund manager and their 
team - and in particular their stock selection skills. 
 

Screening and Active Fund Management 

 
The Usual Story 
 
The conventional view is that ethical and responsible investment funds typically lead to sub-standard returns. The 
theory goes something like this: 
 
ΨLŦ ŀ ŦǳƴŘ Ƙŀǎ ŀ ǊŜŘǳŎŜŘ investment universe, for example by excluding or being underweight in particular sectors, 
this will inevitably lead to ǳƴŘŜǊǇŜǊŦƻǊƳŀƴŎŜ ǿƘŜƴ ǘƘŜǎŜ ǎŜŎǘƻǊǎ ŀǊŜ ΨIn ǾƻƎǳŜΩΦ ¢Ƙƛǎ ŀƭǎƻ ƛƴŎǊŜŀǎŜǎ ǘǊŀŎƪƛƴƎ ŜǊǊƻǊ 
and thus portfolio risk. Consequently, responsible investment is a flawed investment approach with no foundation 
in mainstream portfolio construction disciplines. This suggests responsible investment is only for the 
ethical/ǊŜǎǇƻƴǎƛōƭŜΩ investor and will forever be a niche investment ƳŀǊƪŜǘ ǿƘƛŎƘ ΨƳŀƛƴǎǘǊŜŀƳΩ ŀŘǾƛǎƻǊǎ Ŏŀƴ ŀŦŦƻǊŘ 
to ignore unless they have ethical investors as ŎƭƛŜƴǘǎΦΩ 
 
These arguments may be backed up by fund performance tables which show a basket of ethical or responsible 
investment funds which have underperformed a given benchmark or sector average. However, enticing these 
arguments may appear, there is normally another study available which shows the opposite to be true. 
Performance tables can equally be used to show that responsible investment funds do produce returns in line with 
mainstream funds or a given benchmark. But this misses the point. 
 
 
 



Active Fund Management 
 
The key issue to concentrate on is active fund management. If an investor objects to responsible investment on the 
grounds that it is synonymous with screening, and they assume that removing companies from an investment 
choice leads to underperformance, then it is active fund management that they are really objecting to, not 
responsible investment. All active managers screen out stocks ς for a variety of reasons ς as this is the nature of 
active management. Markets are generally efficient, but it is possible to derive additional performance from taking 
active market bets, which is why investors pay more for active than passive management. All screened funds do is 
to exclude, or favour, stocks based on long term environmental, social, ethical and corporate governance concerns 
ς thereby reducing the risks, or maximising the benefits, Associated with these areas. This leaves a fund manager 
with a group of stocks from which he can select his investments, and to which he can apply mainstream portfolio 
construction techniques, which is exactly what most screened fund managers do. 
 
Not a different Asset Class 
 
Some commentators mistakenly view responsible investment as a different asset class. This view, whilst attractive 
for its simplicity, is also misleading as there are almost as many different approaches to ethical funds as there are 
mainstream funds. Ethical funds invest in different asset types and offer different screening and/or engagement 
approaches. Any attempt to treat them as a homogenous group is misguided, as their strategies are too diverse to 
be comparable. Whilst they may differ from their mainstream counterparts these differences are less substantial 
than the differences between ethical/ responsible funds. This is of course intentional, as providers of responsible 
funds aim to offer products that meet the needs of the widest possible range of investors. 
 
Like any other active investment management approach, success or failure depends upon the ability of the fund 
ƳŀƴŀƎŜǊΣ ǘƘŜ ŀŎŎǳǊŀŎȅ ƻŦ ǘƘŜ ŀƴŀƭȅǎǘΩǎ views, and the depth and breadth of resources of the fund management 
house overall. 
 
The long term view 
 
The big advantage that responsible investment potentially provides (particularly if supported by an experienced 
team that is able to quantify the valuation impacts of long-term social, environmental and corporate governance 
concerns) is a longer-term view of trends that have typically been ignored by analysts in company valuations: 
Climate Change, Human Rights and Brand Value for example. In addition, corporate governance is often integrated. 
When corporate collapses such as Parmalat, Enron, WorldCom and Ahold can have such a big economic impact, 
any additional information about the governance of the firm and its approach and management of environmental, 
sustainability and governance issues could provide invaluable insight. 
 
The perception of risk 
 
Screened equity responsible funds will tend to hold a larger proportion of shares in small to medium size 
companies and a smaller proportion in larger companies than their non sustainable equity equivalents because the 
larger a company is the more likely it is to breach screening criteria. This can make them perform differently from 
other funds. Although tracking error is likely to increase at least one EIRiS study has shown that responsible 
investment funds may have lower volatility. 
 
In Conclusion 
 
As with all equity funds, investment carries risks. Short term investment is normally regarded as undesirable and, 
investing for the medium to long term is a preferred approach. In practice, over the longer term performance is 
primarily a function of fund management skill, asset allocation, stock selection and risk control just like any other 
fund. However, this is substantially different from saying that investing responsibly leads to poor performance. 
 

What to ask screened fund managers 
 
Further information an adviser may like to enquire about from screened responsible fund manager:  
 
ω ²Ƙŀǘ ǎŜŎǘƻǊǎ ŀǊŜ ȅƻǳ ǎǳōǎǘŀƴǘƛŀƭƭȅ underweight in relative to your peers? 



Typically, this might include Defence, Oil and Gas, Pharmaceutical and perhaps Financial Services - respectively due 
to concerns about armaments manufacture, pollution and climate change, animal testing and support for activities 
that the fund aims to avoid. (Note - alternatively some responsible   funds have exposure across almost all sectors 
as stocks ŀǊŜ ǇƛŎƪŜŘ ƻƴ ŀ ΨōŜǎǘ ƻŦ ǎŜŎǘƻǊ .ŀǎƛǎΩ).  
 
ω ²Ƙŀǘ Řƻ ȅƻǳ Řƻ ǘƻ ƳƛǘƛƎŀǘŜ ǘƘŜ ƛƳǇŀŎǘ ƻŦ being underweight in a particular sector? 
Typically, a response might be that they aim to replace key sectors or stocks with often under researched smaller 
or medium sized companies which are likely to show similar performance characteristics - or by looking for stocks 
that are believed to be likely to give longer term out performance because of their positive attributes that may be 
widely unrecognised ς such as emerging new technologies. Some funds may have benefited from having avoided 
some major 
collapses. 
 
ω LŦ ȅƻǳ ŀǊŜ ǳƴŘŜǊǿŜƛƎƘǘ ǊŜƭŀǘƛǾŜ ǘƻ ȅƻǳǊ mainstream peers in large cap stocks ς how do you manage any 
disadvantage this might present? 
A response might state that the medium to longer term impact has been - and may in future be - neutral as the 
performance of larger caps versus smaller caps tends to be cyclical. 
 
In addition: 
ω !ǎƪ ŦƻǊ ŀ ƭƛǎǘ ƻŦ ǘƻǇ ǘŜƴ ƘƻƭŘƛƴƎǎ ǘƻ Ǝŀƛƴ ŀƴ understanding of the depth of screening and how ethical criteria are 
applied by the fund managers. 
ω /ƻƴǎƛŘŜǊ ǘƘŜ ǊŜƭŀǘƛǾŜ ǎƛȊŜ ƻŦ ǘƘŜ ǎŜŎǘƻǊǎ ƛƴ which the fund is substantially underweight or overweight to gauge 
how important this position might be. Information regarding relative sizes of each sector is published in the 
Financial Times an on many online fund portals. 
ω ¦ƴǎŎǊŜŜƴŜŘ ŦǳƴŘǎ όŜΦƎΦ ǿƛǘƘ ŜƴƎŀƎŜƳŜƴǘ remits) show no measurable performance impact as they do not 
exclude companies on social, environmental and/or ethical grounds alone. 
 
Further information on these issues is available in published fund fact sheets and investment bulletins and through 
independent research and software providers. 
 

Engagement Only approaches and performance 

 
The issue of a restricted investment universe is less relevant for engagement only funds as engagement tends not 
to effect stock selection or alter portfolio allocation decisions. Engagement usually takes place with the stocks that 
are in the fund, rather than in advance of stock selection.  Using engagement, shareholders aim to behave like 
responsible owners of companies, to look to the longer term and encourage better business practices where it is 
believed to be to the benefit 
of all. An example of such a win-win situation is demonstrated by Improved corporate responsibility, supported by 
investor engagement, may result in company gains such as resource management, improved reputation, happier 
employees, an ability to attract and retain quality staff. 
 
Dialogue and engagement with a company can also help inform fund manager opinions about the Directors, 
company strategy etc ς all of which may be considered when valuing the potential of a company. Indeed, sell-side 
brokers at investment banks are increasingly researching Environmental, sustainability and governance concerns to 
enable integration into their company analysis. 
 
Engagement may highlight potential future issues to companies to encourage them to build and protect 
shareholder value over the long term. This approach may be employed by an occupational pension fund looking for 
growth over a 30ς40-year time frame for example ς a similar timescale to many individuals investing for 
retirement. 
 
Whilst the long-term nature of the relationship between responsible business practices and shareholder value can 
be complex ς e.g. some issues may take many years to surface and it can be difficult understanding their likely 
impact on the bottom line - this should not be an excuse for fund managers or financial advisers to ignore or 
dismiss ESG concerns. 
 
Many more fund managers now have engagement policies linked to their equity funds and exploring an 
engagement only approach may be more appropriate for some clients. 



Risk considerations 
 
Prior to making an investment decision, please consider the following risks: 
 
Model Portfolios & Multi-Asset Funds invest in underlying funds that may have some or all of these risks present. 
 

Capital Risk All capital invested is at risk. You may not get back some or all of your investment. 

Counterparty risk The portfolios may have contractual agreements with counterparties. If a counterparty is 
unable to fulfil their obligations, the sum that they owe to the portfolios may be lost in part or 
in whole. 

Credit risk: A decline in the financial health of an issuer could cause the value of the instruments it issues, 
such as equities or bonds, to fall or become worthless. 

Currency risk The portfolios may lose value as a result of movements in foreign exchange rates. 

Derivatives risk A derivative may not perform as expected and may create losses greater than the cost of the 
derivative. 

Derivatives risk ς 
efficient portfolio 
management and 
investment purposes 

Derivatives may be used to manage the portfolios efficiently. A derivative may not perform as 
expected, may create losses greater than the cost of the derivative and may result in losses to 
the portfolios. The portfolios may also materially invest in derivatives including using short 
selling and leverage techniques with the aim of making a return. When the value of an asset 
changes, the value of a derivative based on that asset may change to a much greater extent. 
This may result in greater losses than investing in the underlying asset. 

Equity risk Equity prices fluctuate daily, based on many factors including general, economic, industry or 
company news. 

High yield bond risk High yield bonds (normally lower rated or unrated) generally carry greater market, credit and 
liquidity risk. 

Higher volatility risk The price of the portfolios may be volatile as it may take higher risks in search of higher 
rewards 

IBOR risk The transition of the financial markets away from the use of interbank offered rates (IBORs) to 
alternative reference rates may impact the valuation of certain holdings and disrupt liquidity 
in certain instruments. This may impact the investment performance of the portfolios. 

Interest rate risk The portfolios may lose value as a direct result of interest rate changes. 

Investments in other 
collective investment 
schemes risk 

The portfolios will invest mainly in other collective investment schemes. 

Leverage risk The portfolios use derivatives for leverage, which makes them more sensitive to certain 
market or interest rate movements and may cause above-average volatility and risk of loss.  

Liquidity risk In difficult market conditions, the portfolios may not be able to sell a security for full value or 
at all. 

Market risk The value of investments can go up and down and an investor may not get back the amount 
initially invested. 

Money market & 
deposit risk 

A failure of a deposit institution or an issuer of a money market instrument could have a 
negative impact on the performance of the portfolios. 

Negative yields risk If interest rates are very low or negative, this may have a negative impact on the performance 
of the portfolios. 

Operational risk Failures at service providers could lead to disruptions of fund operations or losses. 

Performance risk Investment objectives express an intended result but there is no guarantee that such a result 
will be achieved. Depending on market conditions and the macro-economic environment, 
investment objectives may become more difficult to achieve. 

Definitions provided by Schroders  
 

 

 
 

 



Selecting Products and Providers  
 
Provider issues: transparency and responsibility 
 
For some clients considering the responsibility of the product provider will be just as important as looking at which 
companies are held in a particular fund ς if not more important. 
 
For such clients, issues such as whether a fund or product provider engages with companies (and if so their 
resources devoted to this) may be very important. They may also be interested in the ǇǊƻŘǳŎǘ ǇǊƻǾƛŘŜǊΩǎ ƻǿƴ 
approach to corporate governance, corporate responsibility or voting practices. Furthermore, they may like to 
know whether a fund provider votes their shares at AGMs (Annual General Meetings) and EGMs (Extraordinary 
General Meetings) or whether they publish how they voted on issues such as board structure, directors pay or 
ŎƻƴŎŜǊƴǎ ǘƘŀǘ ŀǊŜ ƳŀƪƛƴƎ ǘƘŀǘ ƳƻƴǘƘΩǎ ƘŜŀŘƭƛƴŜǎΦ 
 
The amount of information a company publishes on these subjects (and others) varies greatly but there is a trend 
towards greater transparency and increasing activity across such areas. The level of activity, as well as their 
openness about what they do, or do not do, can be a useful indicator of their level of commitment to wider 
responsible investment related issues.  
 
LƴŦƻǊƳŀǘƛƻƴ ƻŦ ǘƘƛǎ ƪƛƴŘ Ƴŀȅ ōŜ ŀǾŀƛƭŀōƭŜ ŦǊƻƳ ŀ ŎƻƳǇŀƴȅΩǎ ǿŜōǎƛǘŜ ŀƴŘ ǎƘƻǳƭŘ ōŜ Ŝasily accessible to advisers if 
available. Fund managers are encouraged to disclose information on their sustainable investment research 
ǇǊƻŎŜǎǎŜǎΣ ǊŜǎǇƻƴǎƛōƭŜ ƛƴǾŜǎǘƳŜƴǘ ŎǊƛǘŜǊƛŀ ŀƴŘ ǘƘŜ ŦǳƴŘΩǎ ŀǇǇǊƻŀŎƘ ǘƻ ǾƻǘƛƴƎ ŀƴŘ ŜƴƎŀƎŜƳŜƴǘΦ  
 
Sustainable investment products & providers  
 
A wide range of screened and unscreened equity funds are available today in most investment sectors on a global 
basis.   
 
Unscreened funds with a sustainable investment bias include options offered by product providers with across-the-
board engagement strategies (although engagement is primarily equity orientated) and may cover all equity based 
investment sectors. 
 
aƻǎǘ ƻŦ ǘƘŜǎŜ ŦǳƴŘǎ ŀǊŜ ŀǾŀƛƭŀōƭŜ ŀǎ L{!ǎΣ ŀƴŘ ǎƻƳŜ ƻŦ ǘƘŜƳ ŀǊŜ ŀǾŀƛƭŀōƭŜ ǘƘǊƻǳƎƘ ǘƘŜ ǇǊƻǾƛŘŜǊΩǎ own, or a third 
ǇŀǊǘȅΩǎΣ life and pensions platforms. 
 
  



Case study ς how to Pick an Asset Manager by Olivia Bowen 
 

With the huge numbers of funds available these days, it can be tricky to find an asset manager 

partner you are happy to recommend to clients ς but thankfully the days of there being just one 

ethically screened Fixed Interest fund are well behind us!  

We are lucky enough to have an in-house Discretionary Management team at Castlefield, but no 

matter who is doing the research, there are some key areas to consider:  

ü Offers more than one ethical fund ς ƭŜǎǎ ƭƛƪŜƭȅ ǘƻ ōŜ άǘƻƪŜƴ-ƛǎƳέ 
ü Engagement with the companies in which they invest and the promotion of this work on their 

website ς ǘƘƛǎ ƛǎ ŀƭǎƻ ŎŀƭƭŜŘ ά{ǘŜǿŀǊŘǎƘƛǇέ ŀƴŘ ƛǎ ŀƴ ŜǎǎŜƴǘƛŀƭ ǇŀǊǘ ƻŦ wŜǎǇƻƴǎƛōƭŜ /ŀǇƛǘŀƭƛǎƳ 
ü Management teams where the ESG Analysts are an integral part of the investment 

management team and not a separate department  
ü Are they Signatories to the Stewardship Code 2021? Many asset managers applied for this, 

but not all qualified, as the standards are high: https://www.castlefield.com/news-
media/company-news/castlefield-achieves-highest-standard-becoming-uk-stewardship-code-
signatories/ 

ü Are they a Living Wage employer? And if so, does this extend to companies they sub-contract 
to, such as cleaners and caterers? 

ü ²ƘŀǘΩǎ ǘƘŜƛǊ ōǳǎƛƴŜǎǎ ǎǘǊǳŎǘǳǊŜΚ !ǊŜ ǘƘŜȅ 9ƳǇƭƻȅŜŜ hǿƴŜŘΣ ƻǊ ŀ . /ƻǊǇΚ  
ü Do they have Carbon Literacy accreditation?   
ü Are they signatories to the Principles for Responsible Investment supported by the United 

Nations (UN PRI)? Although this is easier for larger organisations ς ǎƻ ƛƴ ƛǘǎŜƭŦ ƛǎƴΩǘ ƴŜŎŜǎǎŀǊƛƭȅ 
enough to prove true commitment. 

ü Are they signatories to the Women in Finance charter, or other similar diversity initiatives?  
ü Do they publish a list of what companies their funds invest in, over and above the top ten 

holdings? 
ü Funds with some performance track record ς i.e. those that were doing this before it became 

trendy!  
 

OLIVIA BOWEN 
APFS Chartered Financial Planner 
Partner, Financial Advice 
Co-owner 
Castlefield Advisory Partners Ltd 
 

T: 0161 233 4550 
M: 07887 586 523 
E: Olivia.Bowen@castlefield.com 
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ESG ς EIS & VCT & IHT by GrowthInvest  
 
ESG has been a familiar acronym in the institutional investment world for many years and more recently it has entered 

the vocabulary of the retail investor.  As a result, it is entering the discussions an investor has with their financial adviser.  

Many retail investors think about ESG from the Environmental angle as news stories highlighting the impact of climate 

change on our everyday lives are becoming a regular occurrence.  The news and data points from COP 26, hosted in 

Glasgow, will push the climate cǊƛǎƛǎ ǾŜǊȅ ƳǳŎƘ ǘƻ ǘƘŜ ŦǊƻƴǘ ƻŦ ƳƛƴŘΦ   ¢ƘŜǊŜŦƻǊŜΣ ƛǘΩǎ ƳǳŎƘ ŜŀǎƛŜǊ ŦƻǊ ǊŜǘŀƛƭ ƛƴǾŜǎǘƻǊǎ ǘƻ 

associate with the environmental angle rather than the Social or Governance, though the Covid pandemic has raised 

many social questions.  This highlights how broad the term ESG is, and advisers now are mandated to discuss ESG 

preferences and risk tolerance with their clients.  All of this helps fuel the appetite for ESG investment products from 

retail investors.  The good news is that the supply is there from fund managers and we, as a platform, are seeing a steady 

increase in offering particularly in the tax efficient space.   

Since inception VCT and EIS funds have raised £9.3bn and almost £24bn respectively.  VCT funds raised will very likely 

exceed £10bn after the current tax year as appetite for the products remains high.  Whilst there are few dedicated ESG 

ŦǳƴŘǎ ƛƴ ŜŀŎƘ ǿǊŀǇǇŜǊ ǘȅǇŜΣ ŘƛƎ ŀ ƭƛǘǘƭŜ ŘŜŜǇŜǊ ŀƴŘ ȅƻǳΩŘ ŀŎǘǳŀƭƭȅ ōŜ ǇƭŜŀǎŀƴǘƭȅ ǎǳǊǇǊƛǎŜŘ ŀǘ ǿƘŀǘ ƛǎ ŀǾŀƛƭŀōƭŜΦ  

wŜǎǇƻƴǎƛōƭŜΣ 9{D ƻǊ ŜǘƘƛŎŀƭ ƛƴǾŜǎǘƛƴƎ ŘƻŜǎƴΩǘ mean that investors have to choose between positive financial returns or 

making a positive impact, both are achievable and in fact companies demonstrating strong ESG credentials can access 

ŎƘŜŀǇŜǊ ŦƻǊƳǎ ƻŦ ŦǳƴŘƛƴƎ ǘƘŀƴ ǘƘƻǎŜ ǘƘŀǘ ŘƻƴΩǘΦ 

 The difficulty for advisers and investors historically has been finding relevant funds as there is no one size fits all 

framework available in the private markets, to help rate the funds on their ESG credentials.  Third parties like MSCI and 

Sustainalytics provide good coverage of listed markets but currently no one provider has a grip on the private markets, 

and more importantly, the tax efficient market.  There is a big opportunity for a research house to own the space and 

drive a framework that can be adopted across the different tax wrappers, and we are aware of a couple that are making 

good progress in this space. 

{ƻΣ ƛƴ ŀōǎŜƴŎŜ ƻŦ ŀ ŦǊŀƳŜǿƻǊƪ ŎǳǊǊŜƴǘƭȅΣ ǿƘŀǘ Ŏŀƴ ŀŘǾƛǎŜǊǎ ŘƻΚ  [ŜǘΩǎ ƭƻƻƪ ŀǘ 9L{ ŀƴŘ ±/¢ ŦǳƴŘǎ ǎŜǇŀǊŀǘŜƭȅ ǘƻ ǎŜŜ Ƙƻǿ 

each has approached the ESG opportunity. 

EIS 

²Ŝ ŎǳǊǊŜƴǘƭȅ ƘŀǾŜ ŀ ƘŀƴŘŦǳƭ ƻŦ άŘƻŜǎ ǿƘŀǘ ƛǘ ǎŀȅǎ ƻƴ ǘƘŜ ǎƛŘŜ ƻŦ ǘƘŜ Ŏŀƴέ ŦǳƴŘǎ ǘƘŀǘ ƳŀƪŜ ƛǘ ŜŀǎƛŜǊ ǘƻ ƪƴƻǿ ǿƘŀǘ ȅƻǳΩǊŜ 

investing into.  Established managers like Triple Point have an Impact EIS fund which maximises financial returns through 

social impact and Vala launched their Sustainable Growth fund late last year aiming to invest in companies making a 

ǇƻǎƛǘƛǾŜ ŎƻƴǘǊƛōǳǘƛƻƴ ǘƻ ǘƘŜ ǿƻǊƭŘΩǎ ǎǳǎǘŀƛƴŀōƛƭƛǘȅ ŎƘŀƭƭŜƴƎŜǎΣ ǿƘƛƭǎǘ ŎǊŜŀǘƛƴƎ ǎƛƎƴƛŦƛŎŀƴǘ ǾŀƭǳŜ ǘƻ ƛƴǾŜǎǘƻǊǎΦ  ! ƴŜǿŎƻƳŜǊ 

to the market, OnePlanetCapital, arrived with a strong message in their Sustainability EIS Fund, targeting investments 

that tackle CO2 emissions as well as companies with an environmental impact.  Boundary Capital had their Impact Life 

fund which became the first and to date only approved impact fund in the EIS space.  They utilise their own proprietary 

methodology to filter out investments that will impact human lives globally, measured against environmental and social 

ŎǊƛǘŜǊƛŀ ŘŜǊƛǾŜŘ ŦǊƻƳ ǘƘŜ ¦bΩǎ мт {ǳǎǘŀƛƴŀōƭe Development Goals.  Some of the social factors are covered by the life 

sciences funds such as those managed by Deepbridge, Downing and o2h, while Mercia are heavily invested in this space.  

Outside of these Ascension tackle the S in ESG with their Fair by Design EIS fund which looks at lowering the poverty 

premium, and Bethnall Green have their Tech for Good fund. 

.ǳǘ ǘƘŀǘΩǎ ƴƻǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ǎǘƻǊȅ ƛƴ ǘƘŜ 9L{ ǎǇŀŎŜΣ ǎǘŀǊǘ ƭƻƻƪƛƴƎ ǳƴŘŜǊ ǘƘŜ ƘƻƻŘ ŀǘ ƻǘƘŜǊ ŦǳƴŘ ƳŀƴŀƎŜǊǎ ŀƴŘ ȅƻǳΩƭƭ ǎƻƻƴ 

ǎŜŜ ǘƘŜǊŜΩǎ ŀ ƭƻǘ ƻŦ great things being done in the ESG space.  One way for fund managers to show real commitment to 

ESG is to sign up to the United Nations Principles for Responsible Investment (UNPRI) which require them to incorporate 

the principles into their investment practices and also to report on their activities.  Becoming a signatory is a good 

indicator for advisers and investors that the manager takes their ESG policy seriously.  In the EIS space the following have 

made the commitment, Blackfinch, Downing, Draper Esprit, Foresight, Guinness, Octopus, Triple Point and Vala.  

Investment manager Sapphire Partners are also signatories, and they preside over funds from Fuel Ventures, Love 

Ventures, British Design Fund, British Robotics and Velocity to name a few.  Jenson Funding Partners align themselves 

with the UNPRI and have an ESG taskforce guiding them on best approach with their investee companies.  

Many of the fund managers themselves have specific ESG investment policies which they adhere to for all of the funds 

they manage, whilst potentially not having a specific ESG labelled fund.  Blackfinch are a good example, with very strong 

ESG wording on their website and a downloadable ESG policy.  Calculus Capital also list their ESG policies on the website 

and MMC note in their prospectus that they invest in sustainable technology and the circular economy.   Par Equity are 

 



ǇŀǊǘ ƻŦ ǘƘŜ ǎǘŜŜǊƛƴƎ ƎǊƻǳǇ ŦƻǊ 9{Dψ±/Σ ŀƴ ƛƴƛǘƛŀǘƛǾŜ ōǊƛƴƎƛƴƎ ǘƻƎŜǘƘŜǊ ǎƻƳŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƭŜŀŘƛƴƎ ±/ ŦƛǊƳǎ ǘƻ ƎƛǾŜ 

entrepreneurs the tools to progress on their ESG journey.  MMC, Draper Esprit, Mercia and Downing have all signed up 

to use the ESG_VC measurement framework. 

VCT 

There are fewer ESG specific VCT products currently available to investors but as with EIS it can be easy to see which fund 

managers are taking extra steps to show their ESG credentials.  Gresham House has its renewable energy VCTs and 

Albion Capital, Amati, Gresham House, Downing, Draper Esprit, Foresight Group, Mobeus, Oakley Capital (Pembroke), 

Octopus, Triple Point and Unicorn are all signatories to the UN PRI.  Beringea (Proven VCTs) is part of the steering group 

of ESG_VC which,  mentioned previously, has developed a venture-ready ESG measurement framework asking early 

stage companies to answer various measures against ESG objectives.  Puma Investments prominently display their ESG 

principles on their website. 

IHT 

Inheritance tax products can either be investments into asset backed companies or AIM portfolios.  We see some of the 

ǎŀƳŜ !La ŦǳƴŘ ƳŀƴŀƎŜǊǎ ǘƘŀǘ ǿŜΩǾŜ ŀƭǊŜŀŘȅ ƘƛƎƘƭƛƎƘted in the previous section such as Amati, Downing, Octopus & 

Unicorn, whom are UNPRI Signatories, out in the market with IHT offerings.  Of the asset backed portfolios, many are 

structured for lending into solar and renewable energies 

In conclusion what all of this shows is that there are a lot of ESG investment opportunities in the tax efficient space, it 

just may take a little more delving past the fund name itself.  The ecosystem is continually changing as more and more 

fund managers wear their ESG credentials on their sleeves. It will likely become the norm that every tax efficient fund 

ǘƛŎƪǎ ŀƴ 9{D ōƻȄ ƛƴ ŀ ŦŜǿ ȅŜŀǊǎΩ ǘƛƳŜΣ ŀƴŘ ǘƘŜƴ ƛǘ ǿƛƭƭ ǇƻǘŜƴǘƛŀƭƭȅ ōŜŎƻƳŜ ƘŀǊŘŜǊ ŦƻǊ ŀƴ ŀŘǾƛǎŜǊ ǘƻ ŘƛŦŦŜǊŜƴǘƛŀǘŜΦ  Lƴ ǘƘŀǘ 

time though we expect to see the continued development of an ESG framework and more ESG reporting requirements 

ŦƻǊ ǘƘŜ ŦǳƴŘ ƳŀƴŀƎŜǊǎΦ  ¢ƘŜǊŜΩǎ ŀ ŦŜŀǊ ƻŦ ƎǊŜŜƴǿŀǎƘƛƴƎ ŀǎ ƳƻǊŜ ŀƴŘ ƳƻǊŜ ŦǳƴŘ ƳŀƴŀƎŜǊǎ ǇǊƻƳƻǘŜ ǘƘŜƛǊ 9{D ŎǊŜŘŜƴǘƛŀƭǎ 

and this will require advisers to apply a higher degree of due diligence wƘŜƴ ƛƴǾŜǎǘƛƴƎ ǘƘŜƛǊ ŎƭƛŜƴǘΩǎ ƳƻƴŜȅΦ  aƻƳŜƴǘǳƳ 

is definitely with the retail demand for ESG investment opportunities in the tax efficient space and we expect that it will 

become more granular seeking out the E, the S or the G.  But the good news is that fund managers are responding to this 

and as a platform we hope we can help advisers and their clients, and the funds navigate the ESG journey through clear 

education and information.   

 

Steve Dobson                                                                                                                                 

Head of Investments 
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Speech by Richard Monks, Director of Strategy at SRI Services and Partners ΨDƻƻŘ Money ²ŜŜƪΩ panel 
discussion. 
Speaker: Richard Monks, Director of Strategy 
Event: SRI Services and Partners ΨDƻƻŘ Money ²ŜŜƪΩ panel discussion 
Delivered: 21 October 2020 
Note: This is the speech as drafted and may differ from the delivered version. Nikhil Rathi, CEO, provided 

further updates on our sustainable finance strategy in his speech [1], Rising to the Climate Challenge, at the 
Green Horizon Summit, 9 November 2020. 
 

Highlights 

Sustainability factors are increasingly influencing consumer decision-making. Consumers should be able to trust the 

products they are offered and rely on them to perform as they expect. 

We are undertaking a number of initiatives that will help to address the concerns ǿŜΩǾŜ identified, including domestic 

and international work on ƛǎǎǳŜǊǎΩ disclosures and ongoing work with Government on implementation of EU 

regulations. 

We have started to think about some principles that could help to guide the assessment of applications to authorise    

sustainable investment products. 

The other day I came across a recent Scottish Widows report which quoted some survey statistics that made for 

interesting reading: 

¶ 81 per cent of those surveyed thought that ΨǿŜ all have a responsibility to make the world a better ǇƭŀŎŜΩ  

¶ almost half would accept slightly lower returns to make ethical choices  

¶ more than 60% said sustainability was an important issue to them 

Recent fund flows tell the same story. According to Morningstar [2], environmental, social and governance (ESG) 

products accounted for almost a third of European fund sales in the second quarter. We see the same trends across 

business, in Government, and in society. ²ŜΩǾŜ all heard the calls for more responsible business and a desire to ΨōǳƛƭŘ 

back ōŜǘǘŜǊΩ from the pandemic.  

I want to talk to you about the work we are doing around sustainable finance. We want to help firms and consumers 

create an understandable, comparable and transparent market for sustainable finance products. 
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This is about building a regulatory framework to achieve 2 things: we want to help firms deliver the reliably 

sustainable investment products that consumers and investors want, and we want to help consumers make better 

informed choices. This was one of the priorities we set out in our paper [3] in October 2019 on climate change and 

green finance. 

Sustainable investment strategies 

As this audience knows well, a wide variety of sustainable investment products are available to consumers that 

employ a range ƻŦ ǎǘǊŀǘŜƎƛŜǎΦ !ǘ ƻƴŜ ŜƴŘ ƻŦ ǘƘŜ ǎŎŀƭŜΣ ǘƘŜǊŜ ŀǊŜ ǎǘǊŀǘŜƎƛŜǎ ǘƘŀǘ ΨǎŎǊŜŜƴ ƻǳǘΩ ƛƴǾŜǎǘƳŜƴǘǎ ǿƛǘƘ ǇƻƻǊ 

ESG performance. This includes highly polluting companies or companies that ŘƻƴΩǘ treat their workers or suppliers 

fairly for example. At the other end, there are strategies that directly target a tangible real-world ΨƛƳǇŀŎǘΩΣ perhaps 

accepting the possibility of lower financial returns to do so. 

LǘΩǎ crucial that consumers understand the sustainable products they are offered and the differences between them. 

The development of new products to meet evolving needs and preferences is a good example of innovation in the 

interest of consumers. This is something we firmly encourage. But ƛǘΩǎ crucial that consumers understand the 

sustainable products they are offered and the differences between them. Particularly as demand continues to grow 

and new products come to market. 

As regulators, we need to make sure consumers can trust these products. And that is about giving consumers the 

right information so they can make informed decisions. 

To do this firms must ensure their communications are ΨŎƭŜŀǊΣ fair and not ƳƛǎƭŜŀŘƛƴƎΩΦ What we ŘƻƴΩǘ expect to see is 

firms exaggerating their products green credentials. ¢ƘŀǘΩǎ ΨƎǊŜŜƴǿŀǎƘƛƴƎΩ and misleads investors. LΩŘ like to talk 

about some of the main issues identified in our work so far and some of the actions ǿŜΩǊŜ taking. 

Informing decisions: data and information 

The first theme LΩŘ like to discuss is data and information. It is well understood that ŎƻƳǇŀƴƛŜǎΩ non-financial 

disclosures are often incomplete and difficult to compare across companies. 

It is not the C/!Ωǎ role to dictate where firms invest. But we need to make sure that firms describe their strategies clearly 

to consumers. Firms must not make misleading claims about the ESG credentials of their products. 

There has been some important progress. The most notable is the widespread voluntary adoption of the 

recommendations of the Taskforce on Climate-related Financial Disclosures; or TCFD. But significant gaps remain and 

investors ŀǊŜƴΩǘ yet getting the decision-useful information that they need. And across the industry there is reliance 

on ESG ratings. Ratings providers also rely on public information so their outputs are similarly subject to data gaps. 

They also have very different methodologies leading to wide variation in ESG ratings for any given company. 

For example, Tesla, the electric car company, is rated as ΨƘƛƎƘ ǊƛǎƪΩ by one rating agency ς Sustainalytics [4] ς but 

receives an Ψ!Ω grade from another ς MSCI [5]. Of course, divergence in methodologies ƛǎƴΩǘ inherently undesirable. 

After all well-functioning markets rely on trading between actors with different views. But there may be a concern if 

firms use ratings mechanistically. 

For example, without a detailed understanding of the methodologies the providers apply and careful consideration of 

whether they are fit  for purpose. 

²ƘŀǘΩǎ in a product? 

Second, product ŘŜǎƛƎƴ ŀƴŘ ŘƛǎŎƭƻǎǳǊŜΦ hƴŜ ŦƛƴŘƛƴƎ ƛǎ ǘƘŀǘ ǎƻƳŜ ǇǊƻŘǳŎǘǎΩ ƴŀƳŜǎ Řƻ ƴƻǘ ǎŜŜƳ ǘƻ ōŜ ǿŜƭƭ ŀƭƛƎƴŜŘ 

with their objectives, investment strategies, asset composition or exposures. Our concern is that including some 

ǿƻǊŘǎ ƛƴ ŀ ǇǊƻŘǳŎǘΩǎ name or stated objective ς ΨƎǊŜŜƴΩΣ Ψ9{DΩΣ ΨƛƳǇŀŎǘΩΣ ΨŎƭƛƳŀǘŜΩ ς may create expectations among 

consumers that are not met. For instance, about the types of holdings they might see. 

The FCA recognises the benefits of internationally aligned approaches. We therefore fully support the DƻǾŜǊƴƳŜƴǘΩǎ 

commitment to promoting globally consistent standards and to strengthen the ¦YΩǎ status as a global hub for sustainable 

finance. 

It is not the C/!Ωǎ role to dictate where firms invest. But we need to make sure that firms describe their strategies 

clearly to consumers. Firms must not make misleading claims about the ESG credentials of their products. LǘΩǎ worth 
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noting that there can be good reasons for including investments in a sustainable investment product that might look 

ΨǿǊƻƴƎΩ at first glance. But this must be clearly explained to consumers. 

Let me give an example. It may be reasonable for a transition product to invest in oil and gas stocks if these 

companies are taking credible action to transition to clean energy. And, once invested, firms can influence 

ŎƻƳǇŀƴƛŜǎΩ ŎƭƛƳŀǘŜ ǎǘǊŀǘŜƎƛŜǎ through active investor stewardship. Investor initiatives such as ClimateAction 100+ [6], 

for example, have successfully secured emissions commitments from many companies. 

To give an example, Rio Tinto, the global mining company, committed to exit from mining coal, publish a TCFD report, 

and to undertake an asset-by-asset review to set emissions reduction targets. And Nestle, the food and beverage 

conglomerate, has set a net zero emissions by 2050 target. 

Measuring impact 

This links closely to a third theme: ongoing performance reporting. Reporting of ongoing financial performance is 

well- established and consistent. But measurement of performance against non-financial objectives is still evolving. 

Trust is hard won but easily lost. 

Some sustainable investment products do not track their performance against sustainability characteristics in a way 

that would be clear to a consumer. And where products are targeting real-world sustainability impacts, some firms 

find it  difficult to reliably attribute a quantifiable ΨƛƳǇŀŎǘΩ to their actions. 

LΩŘ like to highlight a few key actions we are taking in response to these findings. These are not exhaustive but 

hopefully    provide a flavour of our direction of travel. 

First, ǿŜΩǊŜ taking steps to improve the flow of data and information into the investment process from investee 

companies. We recently consulted to require premium-listed issuers to make better disclosures about how climate 

change affects their ōǳǎƛƴŜǎǎŜǎΦ ¢ƘŜǎŜ ŘƛǎŎƭƻǎǳǊŜǎ ƴŜŜŘ ǘƻ ōŜ ŀƭƛƎƴŜŘ ǿƛǘƘ ǘƘŜ ¢/C5Ωǎ ǿŜƭƭ-recognised 

recommendations. We are currently considering feedback to this consultation. Subject to what we hear back, we 

aim to publish a policy statement in the coming months. 

We are also looking at wider corporate reporting on sustainability. This includes co-chairing an IOSCO Sustainability 

Taskforce workstream. There are some promising industry initiatives in this area, which we hope will form the basis 

for a common international non-financial corporate reporting standard. 

Second, we want to improve ŦƛǊƳǎΩ disclosures to clients and consumers on how they are managing sustainability 

factors. This is in both dedicated ESG-focused products, and across their wider investment activities. We are beginning 

with climate and next year we will consult on TCFD-aligned disclosures by asset managers, life insurers and contract-

based pension providers. We will draw insights from an industry guide published in June by the Climate Financial Risk 

Forum, which we co-chair with the Prudential Regulation Authority (PRA). The guide shares best practice on 

disclosure, risk management, scenario analysis and innovation. It is grounded in the ¢/C5Ωǎ recommendations. 

Third, as the audience will be aware, the EU is pursuing several ambitious regulatory initiatives under the Sustainable 

Finance Action Plan. Some of these initiatives will come into force after the Brexit Implementation Period. We 

welcome the UK DƻǾŜǊƴƳŜƴǘΩǎ ŎƻƳƳƛǘƳŜƴǘ ƛƴ ǘƘŜ DǊŜŜƴ CƛƴŀƴŎŜ {ǘǊŀǘŜƎȅ ǘƻ ΨƳŀǘŎƘƛƴƎ ǘƘŜ ŀƳōƛǘƛƻƴ ƻŦ ƻōƧŜŎǘƛǾŜǎΩ 

ƻŦ ǘƘŜ 9¦Ωǎ tƭŀƴΦ ²Ŝ ŀǊŜ therefore working closely with the Government and other regulators on how to implement 

ǘƘŜ 9¦Ωǎ ǇǊƻǇƻǎŀƭǎ ƛƴ ǘƘŜ ¦YΦ Immediate areas of focus are the Sustainable Finance Disclosure Regulation and the 

9¦Ωǎ Taxonomy for sustainable activities. The FCA recognises the benefits of internationally aligned approaches. We 

ǘƘŜǊŜŦƻǊŜ Ŧǳƭƭȅ ǎǳǇǇƻǊǘ ǘƘŜ DƻǾŜǊƴƳŜƴǘΩǎ commitment to promoting globally consistent standards and to 

ǎǘǊŜƴƎǘƘŜƴ ǘƘŜ ¦YΩǎ ǎǘŀǘǳǎ ŀǎ ŀ Ǝƭƻōŀƭ Ƙǳō ŦƻǊ ǎǳǎǘŀƛƴŀōƭŜ finance. 

We will act where we find firms are not upholding the standards we expect. 

Fourth, research. We are currently developing online consumer behaviour experiments to test ŎƻƴǎǳƳŜǊǎΩ ǳƴŘŜǊǎǘŀƴŘƛƴƎ 

and expectations of key ESG terms. ²ŜΩƭƭ also be testing how the presentation and content of product information 

might influence ŎƻƴǎǳƳŜǊǎΩ ŘŜŎƛǎƛƻƴǎΦ ²Ŝ ƘƻǇŜ ǘƻ Ǌǳƴ ǘƘŜǎŜ ŜȄǇŜǊƛƳŜƴǘǎ ƭŀǘŜǊ ǘƘƛǎ ȅŜŀǊ ŀƴŘ ǘƘŜƴ ƭƻƻƪ ǘƻ ǇǳōƭƛǎƘ results 

next year. The results will help inform whether additional guidance or rules are needed. 

And finally, an important defence against potential greenwashing is to tackle misleading claims as applications for 

new products are submitted to us for authorisation. Over the past 18 months, we have seen a significant increase in 

applications for funds with an ESG focus. Our rules set out that financial promotions and communications with 

customers should be clear, fair and not misleading. This includes non-financial objectives that a product is seeking to 
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achieve ς ǎǳŎƘ ŀǎ ǊŜŘǳŎƛƴƎ ǘƘŜ ŦǳƴŘΩǎ ŎŀǊōƻƴ footprint. We review the strategy, investor documentation and model 

portfolios of applications to ensure that they meet this. 

And we will require changes to the way information is presented to consumers if we ŀǊŜƴΩǘ convinced. 

Building some guiding principles 

Building on this, we are considering whether it  would be helpful to articulate a set of guiding principles to help firms 

with ESG ǇǊƻŘǳŎǘ ŘŜǎƛƎƴ ŀƴŘ ŘƛǎŎƭƻǎǳǊŜΦ ¢Ƙƛǎ ŎƻǳƭŘ ƘŜƭǇ ǘƻ ǘŀŎƪƭŜ ǘƘŜ ŎƻƴŎŜǊƴǎ LΩǾŜ ŀƭǊŜŀŘȅ ƻǳǘƭƛƴŜŘ ŀƴŘ ŜƴǎǳǊŜ ǘƘŀǘ 

consumers are protected from potential greenwashing. We have 5 areas for potential principles in mind. 

Consistency in ƳŜǎǎŀƎƛƴƎ ŀƴŘ ŀǇǇǊƻŀŎƘΦ ! ǇǊƻŘǳŎǘΩǎ 9{D ŦƻŎǳǎ ǎƘƻǳƭŘ ōŜ ŎƭŜŀǊƭȅ ǎǘŀǘŜŘ ƛƴ ƛǘǎ ƴŀƳŜΦ !ƴŘ ǘƘŜƴ 

reflected consistently in its objectives, its investment strategy, and its holdings. This is all about ensuring that a 

product really does do what it  says on the tin and matches ŎƻƴǎǳƳŜǊǎΩ expectations. 

A ǇǊƻŘǳŎǘΩǎ ESG focus should be clearly and fairly reflected in its objectives. Where a product claims to target certain 

sustainability characteristics, or a real-world sustainability impact, its objectives should set these out in a clear and 

measurable way. 

A ǇǊƻŘǳŎǘΩǎ documented investment strategy should set out clearly how its sustainability objectives will be met. This 

should include describing clearly any constraints on the investible universe. This includes any screening criteria and 

anticipated ǇƻǊǘŦƻƭƛƻ ƘƻƭŘƛƴƎǎΦ ¢Ƙƛǎ ǎƘƻǳƭŘ ŀƭǎƻ ƛƴŎƭǳŘŜ ǘƘŜ ŦǳƴŘΩǎ ǎǘŜǿŀǊŘǎƘƛǇ ŀǇǇǊƻŀŎƘ ŀƴŘ ŀŎǘƛƻƴǎ ǘƘŜ ŦǳƴŘ 

manager will take if investee companies are failing to make the desired progress. 

The firm should report on an ongoing basis its performance against its sustainability objectives. This is about giving 

consumers the information they need to understand whether the stated objectives have been achieved in a 

quantifiable and measurable way. 

The firm should assure ESG data quality, understand their source and derivation, and articulate clearly and accessibly 

how it is used. This includes the use of ESG ratings in the investment process. 

Looking ahead, sustainable investing is surely here to stay. This is a fast-moving, evolving and innovative space. But 

innovation ŎŀƴΩǘ come at the expense of undermining trust in the sustainable finance market. Trust is hard won but 

easily lost. 

We all have an interest in building and maintaining trust in this market. We will act where we find firms are not 

upholding the standards we expect. And we want you to tell us where you have concerns, so that we can act. 

By working together in the interest of consumers, we can make sure this market continues to thrive. 
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Governance - Stewardship ς Royal Dutch Shell plc- by Sarasin & Partners. 
 
Over the past three years, Sarasin & Partners has led an investor engagement effort calling for Paris-aligned accounts and 
audits. In November 2020, working with IIGCC, a clear set of Investor Expectations were published and sent to 36 
companies detailing steps investors expect from Audit Committee directors and auditors to deliver Paris-aligned 
Accounts. 
 
Investors are clear: they need to know whether and to what extent their capital is at risk. 
 
Reliable accounts underpin good governance and trust in companies. There are few places where this is more important 
than the oil and gas industry as it faces up to global decarbonisation. Shareholders and creditors (and indeed staff, 
suppliers, and the public) need to have visibility of the risks of asset write-downs and rising liabilities. In addition, 
prudent accounting is of utmost importance to prevent over-statement, the misallocation of capital, and the resulting 
harm to our planet. 
 
CƻƭƭƻǿƛƴƎ ŜƴƎŀƎŜƳŜƴǘǎ ǿƛǘƘ wƻȅŀƭ 5ǳǘŎƘ {ƘŜƭƭΩǎ .ƻŀǊŘ ǎŜŜƪƛƴƎ tŀǊƛǎ-aligned accounts, we reviewed their 2020 Financial 
Statements, and voted as set out in detail below. 
 
!ǘ ǘƘŜ !Da ƘŜƭŘ ƛƴ aŀȅ нлнмΣ ǿŜ ǾƻǘŜŘ ŀƎŀƛƴǎǘ ǘƘŜ !ǳŘƛǘ /ƻƳƳƛǘǘŜŜ /ƘŀƛǊ ŀƴŘ CƛƴŀƴŎƛŀƭ {ǘŀǘŜƳŜƴǘǎ ŀǘ {ƘŜƭƭΩǎ !DaΣ 
while abstaining on the reappointment of their auditor, EY. 
 
You can read more about our rationale here. We believe that AGMs offer shareholders a powerful opportunity to effect 
change by highlighting areas of concern. 
 
²Ŝ ŀǎƪŜŘ ǘǿƻ ǉǳŜǎǘƛƻƴǎ ŀǘ ǘƘŜ !DaΣ ƻƴŜ ǘƻ {ƘŜƭƭΩǎ !ǳŘƛǘ /ƻƳƳƛǘǘŜŜ /ƘŀƛǊΣ ŀƴŘ ƻƴŜ ǘƻ {ƘŜƭƭΩǎ ŀǳŘƛǘƻǊΣ 9¸Φ 
 

Question to Audit Committee Chair 
 
Shell has stated in its Annual Report that its accounts are not drawn up using assumptions consistent with the Paris goals 
because it does not see this as a likely scenario. However, shareholders have a legitimate interest in understanding how 
ǘƘŜ ǿƻǊƭŘΩǎ ǘǊŀƴǎƛǘƛƻƴ ƻƴǘƻ ŀ нлрл bŜǘ ½ŜǊƻ ǇŀǘƘǿŀȅ ŎƻǳƭŘ ƛƳǇŀŎǘ {ƘŜƭƭΩǎ ŎŀǇƛǘŀƭ ǎǘǊŜƴƎǘƘ ŀƴŘ ǇŜǊŦƻǊƳŀƴŎŜΣ ƴƻǘ ƭŜŀǎǘ 
because this is the pathway that Shell has committed to. 
 
With the publication of the L9!Ωǎ Special Report on a 2050 Net Zero pathway, and projections of oil prices falling to 
$35/bbl in 2030 and $24/bbl by 2050, this visibility becomes even more urgent. 
 
Could you comment on whether the Audit Committee will look again at whether its accounts should use forward-looking 
assumptions consistent with Paris, or at the very least publish the results of sensitivity analysis showing how a Paris-
aligned pathway would impact its financial position in its next Financial Statements? 

 
Question to EY 
 
²Ŝ ǿŜƭŎƻƳŜ 9¸Ωǎ ŘŜǘŀƛƭŜŘ ǊŜǎǇƻƴǎŜ ǘƻ ǘƘŜ LLD// LƴǾŜǎǘƻǊ 9ȄǇŜŎǘŀǘƛƻƴǎ ŦƻǊ tŀǊƛǎ-aligned aŎŎƻǳƴǘǎ ƛƴ {ƘŜƭƭΩǎ !ƴƴǳŀƭ 
wŜǇƻǊǘΦ ²Ŝ ƭƛƪŜǿƛǎŜ ŀǇǇǊŜŎƛŀǘŜŘ ǘƘŜ ŎƭŜŀǊ ƻǇƛƴƛƻƴ ǘƘŀǘ {ƘŜƭƭΩǎ ŀǎǎǳƳǇǘƛƻƴǎ ŀǊŜ ƴƻǘ ƛƴ ƭƛƴŜ ǿƛǘƘ ŀ tŀǊƛǎ-pathway. 
 
9¸Σ ƘƻǿŜǾŜǊΣ ƛƴŘƛŎŀǘŜŘ ǘƘŀǘ άƛǘ ƛǎ ƴŜƛǘƘŜǊ ǇƻǎǎƛōƭŜ ƴƻǊ ŀǇǇǊƻǇǊƛŀǘŜ ŦƻǊ 9¸έ ǘƻ ǇǊƻǾƛŘŜ ŘƛǎŎƭƻǎǳǊŜ ƻŦ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ǎtatement 
consequences of such a scenario. 
 
However, our Head of Stewardship, Natasha Landell-Mills made three points: 

¶ Deloitte provided such commentary for BP this year.  

¶ EY does undertake stress testing on critical forward-looking assumptions already, and it is unclear why a 
scenario aligned with a net zero is not appropriate or possible.   

¶ CƛƴŀƭƭȅΣ ƛƴ ƭƛƎƘǘ ƻŦ ǘƘŜ ǇǳōƭƛŎŀǘƛƻƴ ƻŦ ǘƘŜ L9!Ωǎ {ǇŜŎƛŀƭ wŜǇƻǊǘ ƻƴ ŀ нлрл bŜǘ ½ŜǊƻ scenario including commodity 
price trajectories. This would provide an external benchmark to support such stress testing. 

 
Consequently, we would like to know whether EY will provide investors with the visibility they seek on the risks from a 
2050 net zero pathway next year? 
 

 
 

https://sarasinandpartners.com/stewardship-post/investor-expectations-for-paris-aligned-accounting/
https://sarasinandpartners.com/stewardship-post/investor-expectations-for-paris-aligned-accounting/
https://sarasinandpartners.com/stewardship-post/public-statement-on-shell-and-bp-votes/
https://www.iea.org/reports/net-zero-by-2050?utm_content=buffer2ff67&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer


Response and vote result 
 
In response to these questions, we heard that: 

¶ Paris-alignment depends on all economic actors and governments delivering on their commitments, and these 
actions so far have fallen short, meaning Shell cannot use this as a basis for drawing up its accounts.  

¶ It is vital that any forward-looking assumptions are supportable.  

¶ ¢ƘŜ .ƻŀǊŘ ƘŀŘ ƴƻǘ ȅŜǘ ǊŜǾƛŜǿŜŘ ǘƘŜ L9!Ωǎ {ǇŜŎƛŀƭ wŜǇƻǊǘ ǎƻ ǿŜǊŜ ƴƻǘ ƛƴ ŀ Ǉƻǎƛǘƛƻƴ ǘƻ ƛƴŘƛŎŀǘŜ ǿƘŜǘƘŜǊ ǘƘŜ 
commodity prices projected under the 2050 Net Zero Emissions scenario can be used in their financials.  

¶ Both the Audit Committee and the auditor will continue to focus on this matter in 2021.   

¶ No response was given on the question of Shell providing sensitivity analysis in the Notes to its accounts.  
 
wŜǎǳƭǘǎ ŦǊƻƳ ǘƘŜ !Da ǎƘƻǿŜŘ ǘƘŀǘ Ƨǳǎǘ ƻǾŜǊ мΦр҈ ǾƻǘŜǎ ŀƎŀƛƴǎǘ ǘƘŜ !ǳŘƛǘ /ƻƳƳƛǘǘŜŜ /ƘŀƛǊ ŀƴŘ !ǳŘƛǘƻǊΩǎ ǊŜŀǇǇƻƛƴǘƳŜƴǘΣ 
ǿƛǘƘ нΦур҈ ǾƻǘŜ ŀƎŀƛƴǎǘ ǘƘŜ !ƴƴǳŀƭ wŜǇƻǊǘ ŀƴŘ !ŎŎƻǳƴǘǎΦ Lƴ ƭƛƎƘǘ ƻŦ ǘƘŜ !ǳŘƛǘ /ƻƳƳƛǘǘŜŜΩǎ ŦŀƛƭǳǊŜ ǘƻ ǎŜǘ ƻǳǘ Ƙƻǿ ƛǘ ƛǎ 
stress testing for a future consistent with 1.5C ς ŘŜǎǇƛǘŜ ǘƘƛǎ ōŜƛƴƎ {ƘŜƭƭΩǎ ŎŜƴǘǊŀƭ ŎƻƳƳƛǘƳŜƴǘ ς it is hard to fathom this 
ƭŜǾŜƭ ƻŦ ǳƴǉǳŜǎǘƛƻƴƛƴƎ ǎǳǇǇƻǊǘΦ CƻǊ {ƘŜƭƭΩǎ 9ƴŜǊƎȅ ¢Ǌŀƴǎƛǘƛƻƴ ǎǘǊŀǘŜƎȅ ǘƻ ōŜ ŎǊŜŘƛōƭŜ ƛǘ ƴŜŜŘǎ ǘƻ ōŜ ǊƻƻǘŜŘ ƛƴ ƴǳƳōŜǊǎ ǘƘŀǘ 
properly refƭŜŎǘ ǘƘŜ ǎŎŀƭŜ ƻŦ ǘƘŜ ŜŎƻƴƻƳƛŎ ǊŜǎŜǘ ǘƘŀǘ ƴŜŜŘǎ ǘƻ ƘŀǇǇŜƴΦ ¢ƘŜ L9!Ωǎ {ǇŜŎƛŀƭ wŜǇƻǊǘ ƻƴ ŀ нлрл bŜǘ ½ŜǊƻ 
scenario is clear on this. Until this happens, we are unlikely to see the Paris-pivot that we require.  This puts shareholder 
capital at risk; it also puts all our futures at risk. 
 
Looking forward, we are hopeful that Shareholders will get the disclosures they deserve in forthcoming financial 
statements from Shell, and Shell offers a model for other energy companies to follow. 

 
 

Zoe Cossins, Chartered MCSI 

Business Development Director, Intermediary Clients 
T: +44 20 7038 7029 
E: zoe.cossins@sarasin.co.uk  
www.sarasinandpartners.com 
LinkedIn | Twitter | YouTube 
Juxon House, 100 St Paul's Churchyard, London EC4M 8BU 
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Why now is the time to invest in Sustainability and ClimateTech ventures by Jake 

Wombwell-Povey 
 
Jake Wombwell-Povey, Investment Director at Vala Capital, shares why the compelling combination of government 
resources, consumer demand, technological innovation, corporate necessity and investor appetite has led to an 
unprecedented investment opportunity. 
 
Looking ahead to the COP26 United Nations Climate Summit in November 2021, one of the primary aims for 
governments and businesses will be to harness the power of innovative enterprises to help deliver on the ambitious 
goals. Thanks to their agility and high growth potential, SMEs with scalable solutions to climate change are uniquely 
positioned to attract significant investment. Government grants and funding are available to businesses capable of 
building back better for a climate-resilient economy.  
 
.ǳǘ ƛǘ ƛǎƴΩǘ Ƨǳǎǘ ǘƘŜ ǊŜǎǇƻƴǎƛōƛƭƛǘȅΣ ƻǊ ǘƘŜ ƻǇǇƻǊǘǳƴƛǘȅ ƻŦΣ ƎƻǾŜǊƴƳŜƴǘǎ ǘƻ ƛƴǾŜǎǘ ƛƴ ǘƘŜǎŜ ōǳǎƛƴŜǎǎŜǎΦ LƴǾŜǎǘƛƴƎ ƛƴ ǘƘŜ 
companies, products and services, which will serve us and deliver to us  a better tomorrow, is both critical and potentially 
lucrative.  
 
It is critical because the amount of money we need to invest in the Sustainability Transition is vast - the International 
Energy Agency (IEA) estimates that achieving Global Climate Goals will require around US$3 trillion in investment every 
year.  That ƛǎƴΩǘ Ƨǳǎǘ ƛƴ ǘƘƛƴƎǎ ƭƛƪŜ ǊŜƴŜǿŀōƭŜ ŜƴŜǊƎȅ ƎŜƴŜǊŀǘƛƻƴ ŀƴŘ ŜƴŜǊƎȅ ŜŦŦƛŎƛŜƴŎȅΣ ƛǘ ŀƭǎƻ ƛƴŎƭǳŘŜǎ ǊŜ-engineering our 
ŜŎƻƴƻƳƛŜǎ ǘƻ ōŜ ƳƻǊŜ ΨŎƛǊŎǳƭŀǊΩ ǊŀǘƘŜǊ ǘƘŀƴ ƭƛƴŜŀǊΣ ŜȄǘǊŀŎǘƛǾŜ ŀƴŘ ǿŀǎǘŜŦǳƭΦ !ƴŘ ƛŦ ǿŜ ƎŜǘ ǘƘƛǎ ǿǊƻƴƎΣ ǘƘŜ ²ƻǊƭŘ .ŀƴƪ1 
estimates this will cost investors around 10% of their portfolio value, as assets suffer devaluation from Climate-related 
losses and risks. 
 
On the flip side, Mark Carney, the former Governor of the Bank of England and now United Nations Special Envoy for 
Climate Finance, has stated that Climate Change represents the largest commercial opportunity the world has ever seen. 
 
Good investments because of, not despite, sustainability 
 
In previous decades, investing in businesses that had anything other than a 100% focus on profits felt like a sacrifice, 
where returns and profit was sacrificed for sustainability. Now the opposite is true. The size of the challenge in 
transitioning to Net Zero means that the governments, businesses and consumers are channeling huge amounts of 
spending into products and services that provide more sustainable solutions than their predecessors. 
 
Furthermore, because of the increasingly strict commitments and reporting requirements that organisations and 
ŎƻƳǇŀƴƛŜǎ ŀǊŜ ŎƻƳƛƴƎ ǳƴŘŜǊΣ ǎƻƻƴ Ƴŀƴȅ ǿƻƴΩǘ ōŜ ŀōƭŜ ǘƻ Řƻ ōǳǎƛƴŜǎǎ ǿƛǘƘ ŀƴȅ ƻǊƎŀƴƛǎŀǘƛƻƴ ǘƘŀǘ ŎŀƴΩǘ ŘŜƳƻƴǎǘǊŀǘŜ ƛǘǎ 
sustainability credentials. On both sides of the Atlantic, regulations are coming into force requiring companies to make 
ƛƴŎǊŜŀǎƛƴƎƭȅ ǎǘǊƛŎǘ Ψ9{DΩ ŘƛǎŎƭƻǎǳǊŜǎ ŀǎ ǿŜƭƭ ŀǎ ŘƛǎŎƭƻǎƛƴƎ ōƻǘƘ ǘƘŜƛǊ Ŏŀrbon footprint, and their exposure to climate related 
risks.  These developments are revolutionising the standards businesses have to hold themselves to, and the 
transparency they will need to adopt. Any business with solely a focus on profit will become untenable.  Large companies 
will be under extreme pressure to demonstrate how they are making changes and this represents a huge opportunity to 
early-stage sustainability ventures - both as suppliers and as acquisition targets.  

 
 
 
Strong growth and exit potentials supported by long term structural fundamentals 
 
Building on the strict commitments which are driving corporate buying behaviour, they are also driving investor and 
M&A behaviour. As investors seek to demonstrate the sustainability of their own portfolios, and corporate development 
teams seek out opportunities to drive sustainability as a source of competitive advantage, there is huge amounts of 
funding available to high growth ventures.  
 

Investing in more resilient leaders and companies 

 
1https://www.ifc.org/wps/wcm/connect/news_ext_content/ifc_external_corporate_site/news+and+events/news/feature_quantifyin

g_cost 

mailto:jake@valacap.com
https://ukcop26.org/


 
Sustainability-linked businesses have other advantages too.   Because the leaders of businesses that embrace 
sustainability are likely to be more empathetic, they are arguably likely to be better leaders of their teams.  Their need to 
focus on the impact of their operations and products means they are likely to be more conscientious and, therefore, risk-
prudent and resilient leaders. And this is regardless of whether we are talking about environmental sustainability, social 
impact or financial sustainability. Sustainability-aware leaders are likely to be more courageous and value-led resilient 
leaders that are, accordingly, leading more operationally resilient organisations. 
 

Early stage ventures deliver value, innovation and job creation 
 
According to HMT, just 34,000 high-growth small businesses ς less than 1% of UK companies - account for 22% of gross 
ǾŀƭǳŜ ŀŘŘŜŘ ŀƴŘ ŎǊŜŀǘŜ уп҈ ƻŦ ŀƭƭ ǘƘŜ ƴŜǿ Ƨƻōǎ ƛƴ ǘƘƛǎ ŎƻǳƴǘǊȅΦ !ŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ /ƘŀƴŎŜƭƭƻǊΣ άƛŦ ǿŜ Ŏŀƴ ƛƴŎǊŜŀǎŜ ǘƘŜ 
number of scale-ǳǇǎ ōȅ Ƨǳǎǘ м҈Σ ǿŜΩŘ ƎŜƴŜǊate an extra £38bn for our economy. There is extraordinary potential in the 
ǇŜƻǇƭŜ ŀƴŘ ōǳǎƛƴŜǎǎŜǎ ƻŦ ǘƘƛǎ ŎƻǳƴǘǊȅΦέ  
 
Furthermore, when it comes to innovation, these businesses deliver 3 times the innovation as large, established 
companies. So when it comes to trying to BuildBackBetter and innovate for the future, it is clear that investing in small 
companies is critical to delivering the future we want and need.. 

 
Investing in Sustainability is about more than financial security - ƛǘΩǎ ƻǳǊ ƭƛǾŜƭƛƘƻƻŘǎ as well 
 
Investing in early-stage businesses is a long-term investment of at least 5 years. So, the question we should ask ourselves 
is what is the future that we want to see in 5+ years?  Clearly it is a future that is more sustainable, more equitable, more 
inclusive and regenerative by design, rather than destrictive by default. Investing in businesses that target sustainable 
operations and outcomes is critical to delivering on more than just our financial futures, but also the future that we, and 
our families, want to live in. 

 
Access to unprecedented amounts of non-dilutive finance 
 
Governments and inter-governmental bodies across the globe, are providing never-before-seen levels of funding to 
support sustainability companies - often in the form of non-dilutive grants and loans that support returns for founders 
and private investors.  
 
One example in the UK is Innovate UK, which is providing an increasing number of grants and innovation loans, to 
support sustainability ventures and to fund opportunities that are of strategic and technical importance to the UK, 
including the recent £134m grant to help companies Build Back Better. 

 
Unparalleled opportunity 
 
The level of collaborative effort among private businesses, investment groups and the government towards finding 
climate solutions is unprecedented. Scalable and measurable solutions are highly sought after by investors, while R&D 
credits can help early stage ventures to develop their ideas.  
 
Innovators have the upper hand in this situation because there is huge demand for viable climate change solutions. 
Momentum is building - and history will judge whether COP26 was instrumental - to transition the economy and more 
importantly save the only planet that we have.  
 

About Jake: 
Jake is an experienced business-builder, investor and mentor to early-stage businesses.  He was the founder and 
former CEO of Goji, a fintech asset management platform. Jake led the company through a number of VC-led 
ƛƴǾŜǎǘƳŜƴǘ ǊƻǳƴŘǎ ŦǊƻƳ ǎƻƳŜ ƻŦ 9ǳǊƻǇŜΩǎ largest fintech VCs including Axa and Anthemis. Goji now provides asset 
ƳŀƴŀƎŜƳŜƴǘ ǎŜǊǾƛŎŜǎ ǘƻ ŎƭƛŜƴǘǎ ŀŎǊƻǎǎ 9ǳǊƻǇŜ ŀŘƳƛƴƛǎǘŜǊƛƴƎ ƻǾŜǊ ϻпллƳ ƻŦ ŀǎǎŜǘǎΦ  WŀƪŜ ƴƻǿ ƭŜŀŘǎ ±ŀƭŀ /ŀǇƛǘŀƭΩǎ 
sustainability investment strategy and mentors a number of businesses within the Vala portfolio. 

 

https://www.gov.uk/government/news/134-million-boost-to-help-uk-businesses-build-back-greener


ESG Qualifications  
 

In order to increase your professional standing and your knowledge in the responsible Investment area, you may 
well want to consider a professional qualification.  
 
CFA - CFA Institute - The CFA Institute Certificate in ESG Investing offers you both practical application and 
technical knowledge in the fast-growing field of ESG investing τ an opportunity to both accelerate progress and 
demonstrate purpose.   
 
The certificate and learning materials were developed by leading practitioners for practitioners and have been 
recognized by the UN Principles for Responsible Investment (PRI), an independent body that seeks to encourage 
investors to use responsible investment to enhance returns and better manage business risks.  
 
The Certificate in ESG Investing is owned, administered, and awarded globally by CFA Institute having previously 
been developed and awarded by CFA Society UK.  
https://www.cfainstitute.org/en/programs/esg-investing  
 
CISI ς Chartered Institute for Securities & Investment - Sustainable and Responsible Investment 
 
There is more focus than ever before on sustainable and green investment and other environment, social and 
governance (ESG) considerations, plus increasing emphasis from regulators on integrity in this area. This includes 
reporting requirements and a need for all professionals to have an understanding of the key concepts with regards 
to responsible finance. This short online course covers the essential knowledge all professionals need in this area 
without having to sit a full exam. Consisting of six hours of learning, which you can study at your own pace and on 
any device and an online test, passing this course gives you a certificate from a Chartered body demonstrating your 
competence to existing and future employers. 
https://www.cisi.org/cisiweb2/cisi-website/study-with-us/professional-assessments/sustainable-and-responsible-
investment-professional-assessment  
 
A shift towards cleaner, resilient growth 
 
Although the climate crisis presents an urgent challenge for humanity, it also opens up enormous opportunities. 
²ƛǘƘ ǘƘŜ ǇŀƴŘŜƳƛŎ ǊŜǎƘŀǇƛƴƎ ǘƘŜ ǿƻǊƭŘΩǎ ŦƛƴŀƴŎƛŀƭ ǎȅǎǘŜƳǎΣ ŀƴŘ ŎƻƳǇŀƴƛŜǎ ǇƭŀŎƛƴƎ ǎǳǎǘŀƛƴŀōƛƭƛǘȅ ŀǘ ǘƘŜ ƘŜŀǊǘ ƻŦ 
their investment and business strategies, investments in climate-friendly strategies have proven to have the 
potential to boost long term growth. 
 
According to the International Finance Corporation, the transition to a low-carbon economy has already created a 
$1 trillion annual global market in renewable energy, climate-smart agriculture, green buildings, and carbon 
efficient transportation. Therefore, business leaders who embrace the benefits of promoting a green economic 
transformation will create value by fulfilling the long-term needs of an environmentally sustainable economy.   
 

CBI ς Certificate in Climate Risk  

 
The Certificate in Climate Risk is a global qualification for financial services risk professionals. The certificate is 
awarded by the Chartered Banker Institute and designed and delivered in partnership with the Chartered Insurance 
Institute and the Chartered Institute for Securities and Investment. 
 
Managing climate-related risks and supporting the transition to a low-carbon world are amongst our most 
significant global challenges. Central banks and financial regulators consider the identification, measurement and 
disclosure of these risks to be a priority.  
 
Recognising the strategic importance of this topic, the certificate is the first joint qualification from the Chartered 
Body Alliance, a joint initiative by the Chartered Insurance Institute, the Chartered Banker Institute and the 
Chartered Institute for Securities and Investment. 
 
 
 

https://www.cfainstitute.org/en/programs/esg-investing
https://www.cisi.org/cisiweb2/cisi-website/study-with-us/professional-assessments/sustainable-and-responsible-investment-professional-assessment
https://www.cisi.org/cisiweb2/cisi-website/study-with-us/professional-assessments/sustainable-and-responsible-investment-professional-assessment


¢ƘŜ ŀƛƳ ƻŦ ǘƘƛǎ ŎŜǊǘƛŦƛŎŀǘŜ ƛǎ ǘƻ ŘŜǾŜƭƻǇ ǘƘŜ ƭŜŀǊƴŜǊΩǎ ǇǊƻŦŜǎǎƛƻƴŀƭ ƪƴƻǿƭŜŘƎŜΣ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ŀƴŘ ǎƪƛƭƭǎ ǊŜƭŀǘƛƴƎ ǘƻ 
climate change, climate risk and sustainable finance, with a view to supporting customers, clients, colleagues, and 
communities with the transition to a sustainable, low-carbon world. 
 
*The certificate is designed as SCQF Level 8, which is broadly comparable to RQF Level 5. 
https://shop.ciigroup.org/certificate-in-climate-risk.html   
Please note that this certificate will be delivered and awarded by the Chartered Banker Institute. 
 

IASE -   International Association for Sustainable Economy -    in consultation with its global stakeholders, 

establishes and enforces compliance with the highest global professional and ethical standards for sustainability 
practitioners as well as certification requirements for those aspiring to professional levels. 
 
L!{9Ωǎ ǊƻƭŜ ƛǎ ƳƻǊŜ ǊŜƭŜǾŀƴǘ ǘƘŀƴ ŜǾŜǊΣ ōŜƛƴƎ ǘƘŜ ŦƛǊǎǘ ŀƴŘ ƻƴƭȅ ŀǎǎƻŎƛŀǘƛƻƴ ǿƻǊƭŘǿƛŘŜ ǘƘŀǘ ŀǎǇƛǊŜǎ ǘƻ ŎŜǊǘƛŦȅ ǘƘŜ 
entire population pyramid in terms of ESG with a global approach, and with three levels of certification, both for 
the financial sector, International Sustainable Finance ISF® and a second for the rest of the sectors, International 
Sustainable Business ISB®.  
 
ISB & ISF 

The ISF and ISB credentials are one of the most desired and respected global certifications for those seeking to 
demonstrate their commitment to competent and ethical ESG practice. They symbolise excellence and utmost 
professionalism in the ESG and Sustainability profession the world over. These designations instantly position you 
as an expert in the field of ESG and Sustainability.  

L!{9Ωǎ ǇǊŜǎǘƛƎƛƻǳǎ ǇǊƻŦŜǎǎƛƻƴŀƭ ŘŜǎƛƎƴŀǘƛƻƴǎ - INTERNATIONAL SUSTAINABLE FINANCE® (ISF®) and/or 
INTERNATIONAL SUSTAINABLE BUSINESS® (ISB®) - are recognised as evidence of the highest standards of 
knowledge, technical expertise, and professionalism the world over. Whilst the ISF® designation is suited for ESG 
and Sustainability practitioners who work in the field of finance (eg banking, insurance, micro finance, wealth 
management, accounting, treasury management), the ISB® designation is suited for ESG and Sustainability 
practitioners who work in all other non-finance related fields of business.  

   

Each IASE designation recognizes 3 levels of proficiency. Thus, the levels represent a career progression path for 
ESG and sustainability practitioners with Level 1 representing Foundational Level, Level 2 representing 
Intermediate Level and Level 3 representing the Expert Level.  

https://www.iase-certifications.com/en/esg  
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https://shop.ciigroup.org/certificate-in-climate-risk.html
https://www.iase-certifications.com/en/esg


 

 

Principles for Responsible Investment  
 
What is the PRI? 
 
¢ƘŜ twL ƛǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŜŀŘƛƴƎ ǇǊƻǇƻƴŜƴǘ ƻŦ ǊŜǎǇƻƴǎƛōƭŜ ƛƴǾŜǎǘƳŜƴǘΦ Lǘ ǿƻǊƪǎΥ 
 

¶ to understand the investment implications of environmental, social and governance (ESG) factors;  

¶ to support its international network of investor signatories in incorporating these factors into their 
investment and ownership decisions. 

 
The PRI acts in the long-term interests: 
 

¶ of its signatories;  

¶ of the financial markets and economies in which they operate and ultimately of the environment and society as 
a whole. 

 
The PRI is truly independent. It encourages investors to use responsible investment to enhance returns and better 
manage risks, but does not operate for its own profit; it engages with global policymakers but is not associated with any 
government; it is supported by, but not part of, the United Nations. 
 

What are the six Principles for Responsible Investment? 
 
The six Principles for Responsible Investment offer a menu of possible actions for incorporating ESG issues into 
investment practice. 
 
The Principles were developed by investors, for investors. In implementing them, signatories contribute to developing a 
more sustainable global financial system. They have attracted a global signatory base representing a majority of the 
ǿƻǊƭŘΩǎ ǇǊƻŦŜǎǎƛƻƴŀƭƭȅ ƳŀƴŀƎŜŘ ƛƴǾŜǎǘƳŜƴǘǎΦ 
 
Principle 1: We will incorporate ESG issues into investment analysis and decision-making processes. 
Principle 2: We will be active owners and incorporate ESG issues into our ownership policies and practices. 
Principle 3: We will seek appropriate disclosure on ESG issues by the entities in which we invest. 
Principle 4: We will promote acceptance and implementation of the Principles within the investment industry. 
Principle 5: We will work together to enhance our effectiveness in implementing the Principles. 
Principle 6: We will each report on our activities and progress towards implementing the Principles. 

 
²Ƙŀǘ ƛǎ ǘƘŜ twLΩǎ ƳƛǎǎƛƻƴΚ 
 
ά²Ŝ ōŜƭƛŜǾŜ ǘƘŀǘ ŀƴ ŜŎƻƴƻƳƛŎŀƭƭȅ ŜŦŦƛŎƛŜƴǘΣ ǎǳǎǘŀƛƴŀōƭŜ Ǝƭƻōŀƭ ŦƛƴŀƴŎƛŀƭ ǎȅǎǘŜƳ ƛǎ ŀ ƴŜŎŜǎǎƛǘȅ ŦƻǊ ƭƻƴƎ-term value creation. 
Such a system will reward long-term, responsible investment and benefit the environment and society as a whole. 
 
The PRI will work to achieve this sustainable global financial system by encouraging adoption of the Principles and 
collaboration on their implementation; by fostering good governance, integrity and accountability; and by addressing 
ƻōǎǘŀŎƭŜǎ ǘƻ ŀ ǎǳǎǘŀƛƴŀōƭŜ ŦƛƴŀƴŎƛŀƭ ǎȅǎǘŜƳ ǘƘŀǘ ƭƛŜ ǿƛǘƘƛƴ ƳŀǊƪŜǘ ǇǊŀŎǘƛŎŜǎΣ ǎǘǊǳŎǘǳǊŜǎ ŀƴŘ ǊŜƎǳƭŀǘƛƻƴΦέ 
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²Ƙŀǘ ƛǎ ǘƘŜ twLΩǎ ǊŜƭŀǘƛƻƴǎƘƛǇ ǿƛǘƘ ǘƘŜ ¦ƴƛǘŜŘ bŀǘƛons? 
The United Nations (UN) has been supporting the Principles for Responsible Investment ever since their launch. The PRI 
Ƙŀǎ ǘǿƻ ¦b ǇŀǊǘƴŜǊǎΦ ǿƘƻ Ǉƭŀȅ ŀƴ ƛƳǇƻǊǘŀƴǘ ǊƻƭŜ ƛƴ ŘŜƭƛǾŜǊƛƴƎ ǘƘŜ twLΩǎ ǎǘǊŀǘŜƎȅΣ ƛƴŎƭǳŘƛƴƎ ƘƻƭŘƛƴƎ ŀ ǎŜŀǘ ŜŀŎƘ ƻƴ ǘƘŜ twL 
Board, and providing additional avenues for signatories to learn, collaborate and take action towards responsible 
investment. 

 
UN Environment Programme Finance Initiative 
UNEP FI is a unique partnership between the United Nations Environment Programme (UNEP)and the global financial 
sector. UNEP FI works closely with over 200 financial institutions that are signatories to the UNEP FI Statement on 
Sustainable Development, and a range of partner organisations, to develop and promote linkages between sustainability 
and financial performance. 
 
Through peer-to-peer networks, research and training, UNEP FI carries out its mission to identify, promote, and realise 
the adoption of best environmental and sustainability practice at all levels of financial institution operations.  

 
UN Global Compact  
Launched in 2000, the United Nations Global Compact is a both a policy platform and a practical framework for 
companies that are committed to sustainability and responsible business practices. 
 
As a multi-stakeholder leadership initiative, it seeks to align business operations and strategies with ten universally 
accepted principles in the areas of human rights, labour, environment and anti-corruption, and to catalyse actions in 
support of broader UN goals. With 7,000 corporatŜ ǎƛƎƴŀǘƻǊƛŜǎ ƛƴ мор ŎƻǳƴǘǊƛŜǎΣ ƛǘ ƛǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ǾƻƭǳƴǘŀǊȅ 
corporate sustainability initiative. 
 

 

 

 

 

 

 

 

http://www.unpri.org/























































































