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What do we mean by sustainability?

How can charity investors align their mission and aims with their investment policy?
– Legal position
– Current practise

Why is it important

Sustainability at Schroders – integration, engagement and voting

Agenda
Sustainability



What?
Sustainability spans financial and social investments

*ESG = Environmental, Social and Governance.
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The question trustees now ask themselves is 
‘we have an asset, so how do we best use that 
to achieve our aims?’

Focus group participant, London

Fiduciary obligations on all trustees to be loyal to the trust’s objectives, and prudent when managing the assets 
that have been entrusted to them

The Law Commission – making the best financial return is ‘only the starting point’

Charity investors and the Law
Start and end with charitable objectives

There can’t be one answer for 
all charities, as there are 
myriad drivers and contexts.

Focus group participant, London

CC14

Trustees of any charity can decide to invest ethically, if:
– A particular investment conflicts with the aims of the charity; or
– The charity might lose supporters or beneficiaries if it 

does not invest ethically; or
– There is no significant financial detriment



We advocate ‘intentional investing’ which means that trustees have thought
about the management and use of their assets so that their approach supports 
the delivery of their charitable aims

They are able to explain their approach and, as far as possible, anticipate and 
review the impact of their decisions in terms of their mission and values, and 
beneficiaries and supporters

Intentional Investing
Developing investment strategy with values and aims in mind

Source: Intentional Investing, 2015 ACF.



We asked charity investors what effect managing their investments to reflect their charitable 
objectives, values or wider social goals would have on investment returns

Is there a tension between doing good and making money?

18%

Think it 
increases returns

25%

Think it 
reduces returns

57%

Think it makes 
no difference to returns
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Investing with mission and values in mind
What options do charity investors take?

Source: Cazenove Charities, ACF Responsible investment survey 2014.
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What do charity investors exclude?

Source: Cazenove Charities, ACF Responsible investment survey 2014.
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Investing with mission and values in mind
Current practice

Source: Cazenove Charities, ACF Responsible investment survey 2014.

Of charity respondents had decided to manage 
their investments to reflect their charity’s values, 

objectives or wider social goals.

59%



Respondents

From minority to mainstream
Managing investments with mission in mind is increasingly important

Source: Cazenove Charities, ACF Responsible Investment Survey 2014.
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– ESG factors can have a material impact on corporate performance both in the short and the long term

– This can be on a company’s supply chain, its direct operations or demand for its products and services

– Therefore analysis of a company’s exposure to, and management of, ESG factors, in addition to financial analysis, 
will enhance understanding of a company’s fair value and risk profile

Why does it matter?
It can have a material impact



Why does it matter?
Increasingly important to investors

Source: Schroders Global Investor Study, conducted between 1–30 June 2017. Schroders commissioned Research Plus Ltd to conduct, between 
1–30 June 2017, an independent online study of 22,000 people in 30 countries around the world, including Australia, Brazil, Canada, China, France, 
Germany, India, Italy, Japan, the Netherlands, Spain, UAE, the UK and the US. This research defines “people” as those who will be investing at least 
€10,000 (or the equivalent) in the next 12 months and who have made changes to their investments within the last 10 years.

The standout results 
were…

We surveyed: 22,000 investors, in 30 countries with 
at least €10,000 in investable assets

of investors felt 
sustainable 

investing was 
more important 
than 5 years ago

have increased 
their sustainable 

investments over 
the past 5 years

of millennials have 
increased their 

sustainable 
investments over 
the past 5 years

78% 64% 75%



Why does it matter?
Investors are seeking more than just financial returns

Schroders commissioned Research Plus Ltd to conduct, between 1–30 June 2017, an independent online study of 22,000 people in 30 
countries around the world, including Australia, Brazil, Canada, China, France, Germany, India, Italy, Japan, the Netherlands, Spain, UAE, the 
UK and the US. This research defines “people” as those who will be investing at least €10,000 (or the equivalent) in the next 12 months and 
who have made changes to their investments within the last 10 years.
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Our approach



Sustainability at Schroders
Our experience and expertise

Source: Schroders, as at 30 September 2017 unless otherwise stated. 1As at 31 December 2016. 2PRI, 2015, 2016 and 2017 Assessment Reports.
3ShareAction, "Lifting the Lid: Responsible Investment Performance of European Asset Managers", March 2017.
4Asset Owners Disclosure Project, "Global Climate Index 2017“, April 2017 . 5Financial Reporting Council 2016 Assessment.
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ESG integration
A thorough process

Source: Schroders.

Examine key thematic ESG trends

Research stock exposures

Analyse companies’ management of challenges 

Evaluate impact on the investment case

Engage where concerns emerge

Monitor changes that may influence conclusions



ESG integration
Stakeholder analysis provides insights into managing change

Source: Schroders.
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Sugar and obesity

– 2015: Ground-breaking 
research into the topic

– 2016: Roundtables with companies 
on the issue

– 2017: Established investor 
expectations on disclosure; 
– endorsed by over 20 investors 

globally representing 
£1.8 trillion

Climate Progress Dashboard

– Measuring progress across political, 
industrial, technology and energy 
indicators

– Identify areas that will be under the 
most pressure to change

– Creates better scenario analysis

Carbon Value at Risk
– 2016 Proprietorial Carbon Value at 

Risk model developed
– Correlation between carbon intensity 

and carbon price impact on EBITDA

– Focused on better security and sector 
selection

ESG integration in practice
Supported by innovative research and proprietary tools

Source: Schroders.



Our analysis (April/May 2014)
– Poor corporate governance:

– Lack of independent directors
– Dual share structure

– History of poor capital allocation decisions and 
returning very little cash to shareholders

– Poor alignment of interests – management not 
remunerated in shares or options, no link to RoC or 
shareholder returns

– Some concerns over industry wide abuse of 
testing rules

– Company must demonstrate greater awareness of 
risks posed by climate change and resource scarcity

Volkswagen share price chart
VW loses ~35% of its market cap within 2 days

ESG integration in practice
Global Equities case study: Volkswagen

Source: Datastream 2015.
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ESG integration in practice
Fixed Income case study: nutrition

Source: Schroders.

2H 2013

Early 2015

End 2015

Fixed Income Credit Team identifies 
nutrition and obesity as a key long term trend

Fixed Income Analyst conducts 
detailed research into the trend

Sustainable Investment Team + Fixed Income Team 
exchange information and maintain ongoing dialogue

Thematic research 
on sugar published

Fixed Income team bought CDS protection in response



Engagement and voting



Number of engagements

Engagement
Increasingly important

Source: Schroders, as at 31 December 2016. Governance engagements are included from 2014 onwards.
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Engagement
Topics during 2016

Source: Schroders, as at 31 December 2016.

Environmental Social Governance

Biodiversity Customers Accounting practices

Climate change Data security Auditors

Environmental policy/strategy Health and safety Board committees

Environmental products and services Human capital management Board structure

Environmental supply chain Human rights Business integrity

Forests Labour standards Corporate strategy

Pollution Nutrition and obesity ESG governance and sustainability strategy

Waste management Product safety Governance oversight

Water management Social policy/strategy Remuneration

Supply chain management Shareholder rights

Succession planning

Transparency and disclosure

Voting



Voting
Schroders’ global voting record

Source: Schroders, as at 31 December 2016.
Map note: The percentages on the map are calculated from the number of meetings in each region. 
Resolutions note: We vote against on numerous resolutions but these are predominantly based around board structure and executive remuneration. We work closely with the 
investors and engage extensively with the company before inputting an against vote. This is the number of resolutions we have voted on. We rarely table resolutions ourselves.

2012 2013 2014 2015 2016

Meetings 5,633 6,489 5,616 5,151 5168

Resolutions 49,536 63,422 60,330 57,942 61,114

With management 93% 93% 91% 85% 84%

Against 7% 7% 9% 15% 16%

20%
North America

26%
Europe Ex UK

4%
Latin America

28%
Asia Pacific

4%
Middle East and Africa

18%
UK

UK Europe Ex UK North America Asia PacificMiddle East and AfricaLatin America



Sustainable investment offering



Sustainable investment offering
A range of solutions and expertise

Source: Schroders, as at 31 October 2017.

Integrated Responsible Screened

 ESG factors embedded into 
investment process

 Commitment to stewardship 
and engagement

 Seeks to identify companies 
behaving more responsibly

 Actively avoids certain securities 

 Negative screening beyond 
cluster munitions and anti-
personnel mines

 Excluding companies involved 
with certain activities or 
industries

Examples

– Emerging Market Equity

– Global & International Equity

– QEP

– Global Value

– Global Cities

– Swiss Equity

Examples

– QEP Global ESG

– Global Sustainable Growth

– Japanese Sustainable Equity

– Asian Sustainable Equity

Examples

– Charity Equity Fund

– Charity Income Fund

– QEP Global ESG

– Global Sustainable Growth

– Global Climate Change Equity

– Bespoke client mandates



– Charity Authorised Investment Fund authorised by the 
Charity Commission and FCA

– Strong corporate governance – Independent Advisory 
Committee

– Financial and social return objectives
– A target financial return objective of inflation (CPI) plus 4% 

over an economic cycle
– Social objective aims to identify sustainably managed 

businesses, understanding the risks and opportunities of 
environmental and social change, and actively engaging to 
improve companies behaviours and governance. The fund 
will exclude companies that do not meet the responsible 
investment policy

– Targets equity like returns with reduced volatility
– Income units pay a sustainable distribution to fund 

charitable expenditure 
– Liquidity: 12.00 daily dealing

Inflation plus 4%

Charity Responsible Investment Fund 
Launching 2018

Estimated risk and return data is based on our own analysis. Risk, return or yield characteristics of the above portfolios or constituent asset 
classes are not guaranteed to be achieved in the future. We define risk as standard deviation of annual returns. Our forecasts assume an 
average rate of inflation of 2.5% per annum. This analysis is based on broad market forecasts. Risk and return assumptions are shown in the 
appendix. Anticipated launch date subject to Charity Commission approval and FCA authorisation.

Strategy 
Forecast
7% return

12% risk

Global Equities70%

Bonds10%

Diversifiers8%
Cash2%

Property10%



The Fund adopts a responsible investment approach seeking sustainable returns. The Fund will not invest directly in companies which fail to meet the 
responsible investment criteria set by the Manager

The Manager: 
– will analyse and monitor the investments; seeking to ensure that sustainable companies are favoured for investment, and companies that do not meet 

the responsible investment policy are excluded

– will collaborate with other charity investors, seeking to influence companies, through engagement and voting, to promote environmental, social and 
governance best practice  

– will seek to deliver social benefit through an allocation to social and environmental impact investments   

The policy reflects common charity concerns and may be amended as considered necessary in consultation with unit holders. The exclusion of companies 
that do not meet the responsible investment policy is not expected to have a significant negative impact on returns to the Fund in the long term. This 
policy will be reviewed regularly by the Manager.

Exclusions
– Indiscriminate weaponry

– Armaments (>10% revenues)

– Pornography (>3% revenues)

– Tobacco (>10% revenues)

– Gambling (>10% revenues)

Charity Responsible Investment Fund
Responsible Investment Policy

– High interest rate lending (>10% revenues)

– Human embryonic cloning (>10% revenues)

– Alcohol (>5% revenues and do not meet responsible marketing and retail policy)

– Climate change – tar sands, thermal coal (>10% revenues)



Appendix



Forward looking return assumptions for high level asset classes (GBP)

Long-term returns and risk assumptions
Cazenove Capital sterling portfolios

Source: Cazenove Capital. The expected returns are forecasts and not a reliable indicator of future performance. Illustrative ten year 
performance for a normal business cycle. Income reinvested with no capital withdrawals. Underlying assumptions and calculations available 
on request. All forecast performance figures are exclusive of commissions, fees and other charges which will have an effect on final 
performance figures.



Disclaimers
We undertake to comply with our obligations under the Financial Services and Markets Act 2000 and the disclaimers set out in this section do not exclude or restrict liability for any duty to clients under this Act or any other 
applicable regulatory authority.

Nothing in this document should be deemed to constitute the provision of financial, investment or other professional advice in any way. The material in this document is for information purposes only and the services, securities, 
investments and funds described may not be available to or suitable for you. Not all strategies are appropriate at all times.

We have taken all reasonable care to ensure that the information contained within this document is accurate, up to date, and complies with all prevailing UK legislation. However, no liability can be accepted for any errors or 
omissions, or for any loss resulting from its use. Any data and material provided ahead of an investment decision are for information purposes only. Unit and share prices are for information purposes only, they are not intended for 
trading purposes. We shall not be liable for any errors or delays in these prices or in the provision of this information, or for any actions taken in reliance thereon.

We reserve the right to amend, alter, or withdraw any of the information contained in this document at any time and without notice. No liability is accepted for such changes.

This document may include forward-looking statements that are based upon our current opinions, expectations and projections. We undertake no obligation to update or revise any forward-looking statements. Actual results could 
differ materially from those anticipated in the forward-looking statements.

Risk warnings 
You should consider the following risks:

Investment risk: Past performance is not a guide to future performance. The value of an investment and the income from it may go down as well as up and investors may not get back the amount originally invested.

Taxation: Statements concerning taxation are based on our understanding of the taxation law in force at the time of publication. The levels and bases of taxation may change. You should obtain professional advice on taxation 
where appropriate before proceeding with any investment. 

Exchange rates: Investments in overseas securities are exposed to movements in exchange rates. These may cause the sterling value of units to go up or down. 

Debt securities: Investments in higher yielding bonds issued by borrowers with lower credit ratings may result in a greater risk of default and have a negative impact on income and capital value. Income payments may constitute a 
return of capital in whole or in part. Income may be achieved by foregoing future capital growth. 

Emerging markets: You should be aware of the additional risks associated with investment in emerging and developing markets. These include: higher volatility of markets; systems and standards affecting trading, settlement, 
registration and custody of securities all possibly lower than in developed markets; lack of liquidity in markets and exchanges leading to lower marketability of securities and greater price fluctuation; significant currency volatility, 
possibly resulting in adoption of exchange controls; lower shareholder protection or information to investors provided from the legal infrastructure and accounting, auditing and reporting standards.

Disclaimers, risk warnings and regulatory status



Risk warnings (continued)
Unregulated collective investment schemes: Unregulated collective investment schemes and other non-mainstream pooled investments (NMPIs) are unlikely to offer a level of investor protection equivalent to that available for UK 
regulated investments. Such schemes may deal infrequently and may limit redemption.

Structured products: Structured products are usually issued by financial institutions and in the event of these institutions going into liquidation or failing to comply with the terms of the securities you may not receive the anticipated 
returns and you may lose all or part of the money you originally invested. If you sell your investment before its maturity date the investment may achieve a price less than the original investment. The performance of these 
investments may depend on indices and defined calculations which may differ from direct investments. 

Gearing: Some of the investments we may make on your behalf could be in investment companies which use gearing as a strategy or invest in other investment companies which use gearing, such as investment trusts. The strategy 
which the issuer of such securities uses or proposes to use may result in movements in the price of the securities being more volatile than the movements in the price of underlying investments. Such investments may be subject to 
sudden and large falls in value and you may get back nothing at all if there is a sufficiently large fall. 

Regulated Mortgages: Schroder & Co. Limited is authorised by the Prudential Regulation Authority to administer, advise on, arrange (bring about) and enter into a regulated mortgage contract. Your home may be repossessed if you 
do not keep up repayments on your mortgage.

All data contained within this document is sourced from Cazenove Capital unless otherwise stated. Where FTSE International Limited (“FTSE”) data is used, “FTSE” is a trade mark of the London Stock Exchange Group of companies 
and is used by FTSE International Limited under licence. All rights in the FTSE indices vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in the FTSE indices or underlying 
data. No further distribution of FTSE data is permitted without FTSE’s express written consent.

Company particulars and regulatory status
This document is issued by Cazenove Capital which is part of the Schroder Group and is a trading name of Schroder & Co. Limited, who together with connected companies provide the services described.

Schroder & Co Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Registered office is at 31 Gresham Street, London EC2V 7QA. 
Registered Number 2280926 England.

Services supplied by Schroder & Co. Limited and connected companies may be subject to value added tax (VAT). Schroder & Co. Limited is registered for VAT in the United Kingdom (GB 243868730).

For the purposes of the Data Protection Act 1998, the data controller in respect of any personal data you supply is Schroder & Co. Limited. Personal information you supply may be processed for the purposes of investment 
administration by the Schroder Group, which may include the transfer of data outside of the European Economic Area. Schroder & Co. Limited may also use such information for marketing activities unless you notify it otherwise in 
writing.

For your security, communications may be recorded or monitored.

Disclaimers, risk warnings and regulatory status



Thank you


