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The A to Z of Responsible Investment

Introduction
Interest in sustainability and responsible investment has never
been greater and Quilter is deeply committed to acting and
investing responsibly, which is core to our purpose. There’s a wide
range of terms and definitions used in this space which is why we’ve
created the Quilter A to Z of Responsible Investment. By ‘responsible
investment’ we mean an investment strategy or practice which
incorporates environmental, social and governance (ESG) factors.

Active Ownership

Best-in-Class

Where shareholders use voting
and engagement to influence the
management of companies with
respect to environmental, social or
governance factors. Similar principles
are also used by investors in other
assets classes such as fixed income,
private equity or real estate.

An investment strategy which selects
investments that perform better on
ESG factors than comparable other
investments within a particular
industry, sector or region.

Investment strategy which selects investments
that perform better on ESG factors.
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Climate change is naturally occurring but is also
influenced by human activity.

Carbon Dioxide

Climate Change

Carbon dioxide is a gas in the Earth’s
atmosphere. It occurs naturally and is
also a by-product of human activities
such as burning fossil fuels. It is the
principal greenhouse gas produced by
human activity.

Change in global or regional climate
patterns, as measured by average
temperature and rainfall and
frequency of extreme weather events.
Climate change is naturally occurring
but is also influenced by human
activity and in particular the use of
fossil fuels and resulting emissions of
greenhouse gases such as carbon
dioxide into the atmosphere which
causes global warming.

Carbon Footprint
The amount of carbon dioxide emitted
by an individual, organisation or fund
in a given period of time, or the
amount of carbon dioxide emitted
during the manufacture of a product.

Carbon Neutral
An activity, process or whole
organisation that creates no net
emissions of carbon dioxide. Also
referred to as Net Zero.

Carbon Pricing
A mechanism that places a financial cost
on emitting carbon dioxide into the
atmosphere, either in the form of a fee
per tonne of emissions, or an incentive
that’s offered for emitting less.

Clean Technology
A collective term referring to a range
of products, services and processes
that are good for the environment,
for example by reducing the use of
non-renewable resources, or reducing
emissions, pollution or waste.

COP
COP is an acronym for ‘Conference
of the Parties’ which refers to the
meetings of countries as part of the
United Nations Framework Convention
on Climate Change (see UNFCCC). The
‘COP’ is followed by the number of the
meeting, for example COP26 is the
2021 meeting hosted jointly by the UK
and Italy in Glasgow.

Corporate Responsibility
Activity undertaken by a company to
manage its impact on society and the
environment.
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Deforestation

Engagement

The large-scale clearing of natural
forests, typically so that land can be
used for agriculture, farming or
urbanisation. This reduces the earth’s
natural ability to store carbon dioxide
in forests.

Shareholders enter into purposeful
dialog with the management or Board of
a company with the intention of
influencing corporate behaviour. The
issues covered can be wide ranging,
from corporate strategy, capital
discipline, but also environmental, social
or corporate governance matters.
Engagement is tool used in active
ownership and can be conducted by
one investor or a group of investors.

Divestment
The act of selling an investment often
on the grounds that it is no longer
compatible with an investor’s ESG
preferences or ethical beliefs. High
profile divestment campaigns occurred
in response to Apartheid in South
Africa, to animal testing and most
recently in relation to fossil fuels.

Environmental Factors
Issues related to the environment
such as resource, water and land use,
biodiversity, pollution, atmospheric
emissions, climate change, waste.
This is the ‘E’ in ESG.

ESG Integration
The systematic and explicit inclusion
of material environmental, social &
governance (ESG) factors into
investment analysis and investment
decisions.

Ethical Investment

The large-scale clearing of natural forests,
typically so that land can be used for agriculture,
farming or urbanisation.

A form of investment which reflects an
investor’s ethical beliefs, typically
expressed through the avoidance of
investments in specific areas such as
alcohol, gambling, tobacco, animal
testing and a wide array of other
ethical issues.

Exclusions
An approach to investing which
intentionally excludes 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 a whole sector,
business activity, products or revenue
stream, a company; or jurisdictions/
countries.
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Fossil Fuels
Fuels such as coal, oil and natural gas
that were formed underground from
plant and animal remains that lived,
died and were crushed over millions of
years. When burned to release energy
they release carbon dioxide.

Fuels such as coal, oil and natural gas.

6

The A to Z of Responsible Investment

Global Warming

Human Rights

Impact Investing

A gradual increase in the world’s
average temperature caused by
increases of greenhouse gas emissions,
such as carbon dioxide, into the
atmosphere which prevent heat
escaping into space.

Human rights are the basic rights and
freedoms that belong to every person
in the world, from birth until death.
These basic rights are based on
shared values like dignity, fairness,
equality, respect and independence.
They include rights such as the
freedom of speech and opinion, the
right to an education, the right to have
a private and family life and not to be
mistreated or wrongly punished by the
state. The Universal Declaration of
Human Rights outlines the rights and
freedoms everyone is entitled to.

Investments made with the explicit
intention to generate positive,
measurable social and environmental
impact alongside a financial return.
Examples include green or social
bonds, social property, or
environmental investments. The target
financial return might range from
below market rate to market rate.

Governance Factors
Issues relating to the governance of an
organisation, also referred to as
corporate governance, examples
include board composition, executive
remuneration, internal controls,
balancing the interests of all
stakeholders. This is the G in ESG.

Green Bonds
A bond represents a loan made by an
investor to a borrower (issuer), which
typically is a company or government,
in return for a fixed interest payment.
The proceeds for green bonds are
used exclusively to finance projects
with environmental benefits such as
renewable energy and energy
efficiency projects.

Greenhouse Gases
Gases that when emitted into the
atmosphere contribute to global
warming, such as carbon dioxide and
methane. These are naturally
occurring but also result from human
activity such industrial activity and
burning fossil fuels.

Greenwashing
The exaggeration of the environmental
benefits or credentials of a product,
company or investment strategy.

IPCC
Acronym for the Intergovernmental
Panel on Climate Change which is a
scientific body established by the
United Nations and the World
Meteorological Organization to
examine and assess the latest
scientific research into climate change.

Human rights are the basic rights and
freedoms that belong to every person in
the world, from birth until death.

Just Transition
This relates to the transition to a low
carbon economy occurring in a socially
fair way. A just transition would ensure
that the substantial benefits of a green
economy transition are shared widely,
while also supporting those who stand
to lose economically – be they
countries, regions, industries,
communities, workers or consumers.
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Kyoto Protocol
The Kyoto Protocol was adopted in
1997, ratified in 2005 and now has 192
Parties to the agreement. It delivers the
Framework Convention on Climate
Change by committing industrialized
countries and economies in transition
to limit and reduce greenhouse gases
emissions in accordance with agreed
individual targets. Subsequent
agreements include the Paris
Agreement reached in 2015.

Long-term

Net Zero

ESG issues often play out over a long
time horizon of years and decades. As
a result, responsible investors tend to
adopt longer investment horizons
than traditional financial analysis.

A term that describes an activity,
process or organisation which creates
no net emissions of carbon dioxide.
This can be achieved through use of
renewable energy, process changes
or offsetting carbon – or a combination
of all these. Also referred to as
carbon neutral.

Norms Based Investing

Materiality
Used when referring to the relevance
of and ESG factor to the financial
performance of a company. Material
ESG factors are those which have the
potential to impact financial outcomes.

An approach to investment which
selects or excludes investments on the
basis of their compliance with certain
international norms, such as those set
by organisations such as the OECD
and United Nations, relating to human
rights, labour, the environment and
anti-corruption.

Modern Slavery
Committing industrialized countries and
economies in transition to limit and reduce
greenhouse gases (GHG) emissions

Describes the condition of being
forced to work for little or no pay and
of having no power to control what
work you do or when you do it.
Modern slavery includes domestic
slavery, forced sex work, or forced
participation in criminal work.
Modern slavery can be linked to
human trafficking.
Net zero emissions can be achieved through use
of renewable energy, process changes or
offsetting carbon.
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Offsetting
A mechanism which enables people
offset their negative environmental
impacts – for example, the carbon
emitted on their behalf during air travel
- by paying an additional fee which is
then directed to positive environmental
projects such as tree planting which
offset the negative impact.

Paris Agreement

Quilter

Reached in 2015 the Paris Agreement
is a global agreement under the United
Nations to strengthen the global
response to climate change. It was
agreed that the global temperature
rise this century should be kept to well
below 2 degrees Celsius above
pre-industrial levels and ideally 1.5
degrees Celsius.

Quilter is one of the leading providers
of advice, investments and wealth
management in the UK and
internationally.

Principles of Responsible
Investment (PRI)
The world’s leading voluntary initiative
on responsible investment. Launched
in 2006 it now has thousands of
investor signatories globally who
commit to adopt six principles for
responsible investment and report
against these annually. Although
voluntary and investor-led the PRI is
supported by the United Nations.
An additional fee which is directed to positive
environmental projects such as tree planting to
offset the negative impact.

9

Proxy Voting
Where a shareholder delegates their
voting rights to be exercised on their
behalf. Often voting rights are
delegated to investment managers
who exercise votes on investors’
behalf. Votes are used to express
shareholder opinions to company
management.

For the generations of today and tomorrow.

10

Quilter - A to Z of Responsible Investment

Quilter - A to Z of Responsible Investment

11

Renewable Energy

Screening

Stranded Assets

Energy which is derived from sources
that are naturally regenerated and
therefore sustainable, such as energy
from sunlight, wind, water and
geothermal.

An investment approach that is used to
screen individual investments in or out
of a portfolio based on specific criteria
which relate to ESG factors or ethical
issues. Negative screening refers to
the exclusion of investments, whilst
positive screening refers to the
inclusion of certain investments.

Assets on corporate balance sheets
that rapidly lose their value as a result
of forced write-offs; in the content of
responsible investment these currently
tend to refer to stranded fossil fuel
assets which may not be utilised due
to efforts to curb climate change.

Responsible Business
The operation of a business which
pursues commercial goals whilst
considering the interests of wider
stakeholders including employees,
customers, suppliers and wider society
and the environment. Also referred to
as Corporate or Social Responsibility.

Responsible Investment
Responsible investment is a
strategy or practice that incorporates
environmental, social and governance
(ESG) factors into investment
decisions and ownership activity.

Social Factors
Issues relating to the relationship
between companies and people,
such as their employees, suppliers,
customers or communities. Examples
of social issues of interest to investors
include health and safety, labour
standards, supply chain management
and consumer protection. This is the S
in ESG.

Stewardship
Stewardship is the responsible
allocation, management and oversight
of capital to create long-term value for
clients and beneficiaries leading to
sustainable benefits for the economy,
the environment and society. When
investing in equities it involves proxy
voting and active shareholder
engagement with company
management.

Sustainability
Operating in a way that avoids the
depletion of natural resources to
maintain ecological balance so that
activity can be sustained for a long
time or indefinitely.

Sustainable Development
Economic development that meets
the needs of the present without
compromising the ability of future
generations to meet their own needs.

Sustainable Investment
Considering the interests of wider stakeholders
including employees, customers, suppliers and
wider society and the environment.

Investment approaches that select
and include investments on the basis
of fulfilling certain sustainability
criteria and/or delivering on specific
and measurable sustainability
outcomes. Investments are typically
selected 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).

Operating in a way that avoids depleting
natural resources.
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TCFD
Acronym that stands for the Task Force
on Climate-related Financial
Disclosures. The Financial Stability
Board created the TCFD to improve and
increase reporting of climate-related
financial information. Regulators are
adopting TCFD and in particular the UK
regulator (FCA) is requiring firms to
apply these disclosure rules.

UN Sustainable
Development Goals
The SDGs, or the Global Goals, were
adopted by all United Nations Member
States in 2015 as a universal call to
action to end poverty, protect the
planet and ensure that all people enjoy
peace and prosperity by 2030. There
are 17 goals reflecting the most
significant challenges facing the world.

Thematic Investing
An investment approach that invests in
companies that are exposed to specific
investment themes such as renewable
energy, waste and water management,
education or healthcare innovation.

Values-based Investing
An investment approach that
prioritises an investor’s ethical or
religious values and objectives rather
than purely maximising financial
returns.

Voting Rights

Renewable energy, waste and water management,
education or healthcare innovation.

When an investor buys a share in a
listed company, that typically comes
with specific voting rights which can be
exercised at the company’s annual
general meeting or extraordinary
meetings as a means of expressing the
opinion of the shareholder about how
the company is being managed. Typical
issues upon which votes are cast
include executive pay, board
appointments, mergers or acquisitions,
or sale of parts of the business and
company annual report and accounts.
Also referred to a proxy voting when
voting rights are delegated.
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Water Stress
Water stress occurs when the demand
for water exceeds the available
amount during a certain period or
when poor quality restricts its use.
Water stress causes a reduction in
fresh water resources.

Generation X
The letter used to describe the
generation who, now in their forties,
are driving demand for responsible
investment, more so than millennials
who are often cited as the most
sustainability minded.

WBCSD
Acronym for the World Business
Council for Sustainable Development
which is a global, CEO-led organization
of over 200 leading businesses working
together to accelerate the transition to
a sustainable world. Launched in 1995,
WBCSD has been working with
member companies to deliver
impactful business solutions to the
most challenging sustainability issues.

World Economic Forum
The World Economic Forum is the
international organization for publicprivate cooperation. The Forum
engages the foremost political, business,
cultural and other leaders of society to
shape global, regional and industry
agendas. It was established in 1971 as
a not-for-profit foundation and is
headquartered in Geneva, Switzerland.
The headline annual meeting is held in
Davos, Switzerland, to shape global,
regional and industry agendas at the
beginning of the calendar year.

Professor Muhammad Yunus
The grandfather of microfinance and
microcredit, an economic movement
that has helped lift millions of families
around the world out of poverty.
Founder of Grameen Bank and Social
Business and recipient of all three of the
highest US Civilian awards making him
one of only seven people to do so,
alongside Martin Luther King Jr., Mother
Teresa and Nelson Mandela. In 2006 he
was awarded the Nobel Prize for his
efforts to create economic and social
development from poverty. Yunus’ work
is at the impact end of the responsible
investment spectrum.
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Zoonotic Diseases
A zoonotic disease is an infectious
disease that is transmitted between
species from animals to humans (or
from humans to animals). As global
temperatures rise, and biodiversity
comes under pressure, people and
wildlife habitats become closer and
increase the risk of infectious diseases
like the coronavirus (COVID-19). The
battle against infectious disease and
pandemics is integrally linked with the
fight against climate change and
conservation of the natural world.

Infectious disease that is transmitted between
species from animals to humans (or from
humans to animals).
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