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DEFINING A CHARITY’S ETHICAL POLICY: 
A GUIDE FOR CHARITIES



INTRODUCTION

Every charity, should at some point consider whether it is appropriate 
to have an ethical policy, and if so, revisit it from time to time to 
ensure that it remains relevant. (Please note that we are not saying 
every charity should have an ethical policy). The decision to consider 
or to review the ethical policy may be driven by internal or external 
factors and the first port of call has traditionally been the charity’s 
investments. However, unless the charity’s sole concern is an invested 
endowment; an ethical policy should embrace more than just the 
investments. For example, if a charity has an exclusionary policy that 
means it cannot invest in company X, however it has received 
corporate support from company X, it all feels a bit wrong.

Ultimately the responsibility for the ethical policy lies with the 
trustees of the charity; however this is not always straightforward. 
Each of us have our views on what is or is not ethical and we 
sometimes forget that it is not about our views, but about what is the 
right ethical policy for the charity. It may even be that no ethical 
policy is the right policy for the charity.

The aim of this guide is to help trustees consider the ethics of how  
a charity operates, and to develop a clear policy that is implemented 
through a robust framework. Before we begin, let us deal with  
the jargon.
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ETHICAL AND  
VALUES-ORIENTED INVESTMENT 

This guide outlines our approach to ethical and values-oriented investment, also known as ESG 
(environmental, social and governance) screening.

Ethical investment is when we implement a charity’s specific ethical concerns within its investment 
portfolio. We use an external screening system to implement ethical policies for our clients.

APPROACHES TO RESPONSIBLE INVESTMENT

We have adopted the Investment Association’s Responsible Investment Framework. Within the 
responsible investment universe there are different approaches; in this guide we are talking about the 
exclusions approach.

STEWARDSHIP ESG INTEGRATION EXCLUSIONS
SUSTAINABILITY 

FOCUS
IMPACT INVESTING

How a fund 
manager allocates 
your money 
responsibly, and 
oversees and holds 
the companies they 
invest in to account.

Including ESG 
factors in their 
investment analysis 
and investment 
decisions. ESG 
integration alone 
does not prohibit 
any type of 
investment as long 
as ESG risks are 
identified and taken 
into account.

Excluding entire 
sectors, companies 
or countries from 
a fund or portfolio 
based on ESG 
criteria, moral or 
ethical views, or 
religious beliefs.

Selecting 
and including 
investments for a 
fund on the basis of 
whether they fulfil 
certain sustainability 
criteria (e.g. how 
‘green’ they are).

Investing in 
companies, 
organisations and 
funds which have 
the commercial 
purpose  of 
solving social or 
environmental 
problems. 

Examples include: 

• Setting 
expectations for 
the companies 
they’re investing in 
and engaging with 
companies on key 
issues.

• Using shareholder 
voting rights in a 
positive way.

Examples include: 

• A statement of 
commitment 
showing how the 
fund manager will 
integrate ESG

• Embedding ESG 
into the investment 
process.

Examples include: 

• Excluding certain 
investments from 
funds or portfolios 
due to ethical, 
values-based, or 
religious factors.

Examples include: 

• Includes 
companies 
based on certain 
sustainability 
criteria.

• Selecting the 
lowest carbon 
or most energy 
efficient companies 
and excluding the 
worst companies.

Examples include: 

• Investing in social 
bond funds and 
private companies 
that aim to make a 
positive difference.

ETHICAL INVESTMENT AT QUILTER CHEVIOT

3



WHAT IS ETHICAL INVESTING?

Exclusions prohibit certain investments from a fund or portfolio. For us, these are client-driven at the 
portfolio level, and at a fund level these are set within the fund’s objectives. Ethical or values-based 
investing is often associated with exclusions, an approach that incorporates a charity’s policy by 
screening out investments with particular features. These may be applied on a variety of issues.

If we think about the difference between ethical and ESG integration - ethical investing is a values-
driven approach to investing, focused on excluding assets that do not match the values of the investor, 
effectively looking at the impact the assets have on the world around them. 

ESG integration, on the other hand, considers the impact that an investee company’s environmental, 
social and governance practices might have on the future financial prospects of the investee company, 
how the company is managing those factors and how they are priced into the investment.

   TIP 
• There is no such thing as an ethical portfolio 
• What is one man’s meat is another’s poison 
• Portfolios or unitised funds will be constructed to reflect a specific set of ethical concerns

There are five traditional sin sectors: tobacco, arms, gambling, alcohol and pornography. These are 
the five sectors which tend to receive the most attention when ethical policies are being discussed. 
However, these areas may not align with every charity’s objectives and concerns. 

Ethical investing at Quilter Cheviot

We use an external screening system to implement ethical policies for clients. 

The system covers the following areas:

Ethical issues & 
social impacts

• Alcohol
• Armaments
• Gambling
• Nuclear
• Pornography
• Tobacco

Human rights, 
labour & 
communities

• Human rights – 
direct impacts

• Supply chains
• Product 

responsibility
• Sanctity of Life

Environmental 
impacts & climate 
change

• Environmental 
ratings

• Fossil fuels

Animal welfare

• Animal testing
• Animals for 

food
• Animals non-

food

Other issues

• Cannabis
• Consumer 

credit
• Genetic 

modification
• Palm oil
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THE CHARITY SECTOR  
AND ETHICAL INVESTMENT 

England and Wales

The Bishop of Oxford case set the parameters 
for charities taking an ethical stance for 
their investments back in 1991 (there is more 
information on this in the policy section of this 
document). Time has moved on from then and 
it is safe to say that this area is a state of flux at 
the moment with the recent Charity Commission 
consultation on responsible investment and 
also the High Court case where two trustees of 
charities are seeking clarification on the nature 
and scope of trustees’ investment posers and 
how they might implement these when some 
investments might seem to be inconsistent or 
conflict with the charity’s aims. The case was 
permitted as the court held that the Charity 
Commission’s guidance was at odds with the 1991 
Bishop of Oxford case. Therefore, the law needs 
to be clarified. 

Our response to the Charity Commission’s 
consultation on responsible investment: Charity 
Commission consultation on charity responsible 
investment guidance | Quilter Cheviot

Since 1991 there have been other developments:

• Trustee Act 2000 (charitable trusts) provides 
a general power of investment, but includes no 
express duty to maximise returns 

• s172 of the Companies Act 2006 (charitable 
companies) includes a duty to “have regard 
to the impact of the company’s operations 
on the community and the environment” and 
“the desirability of the company maintaining 
a reputation for high standards of business 
conduct”.

• Charities (Protection and Social Investment) 
Act 2016 introduced a new statutory power 
for charities to make social investments. It 
defines it as follows: ‘social investment’ means 
a ‘relevant act’ of a charity which is carried 
out ‘with a view to both directly furthering the 
charity’s purposes and achieving a financial 
return for the charity.’ The financial return 
element is not about achieving a market return, 

but a return that would have been better than 
just spending the money.

• The charity SORP (Statement of Recommended 
Practice) (FRS 2 and FRSSE) states that within 
the financial review if the charity holds material 
financial investments, then it should state: “… 
the extent (if any) to which it takes social, 
environmental or ethical considerations into 
account in its investment policy…”

Scotland

OSCR (Office of the Scottish Charity Regulator) 
has issued its own investment guidance and there 
are some very clear messages:

It’s not the case that charity trustees in Scotland 
have ‘a duty to maximise financial returns’. 
An investment doesn’t have to make money 
at any cost. It can provide both financial and 
non-financial returns, but charity trustees have 
to consider all relevant factors and act in the 
interests of the charity at all times.

Where charity trustees decide to apply some 
sort of screening on the basis of reputational 
concerns, they will need to be mindful of the 
extent to which (if at all) the scope for financial 
returns narrows as a consequence. Given the legal 
duties that charity trustees have, it is important 
that they consider these factors when making 
investment choices.

Interestingly the guidance states: There is no legal 
definition of social investments in Scotland. It is 
for a charity’s trustees to assess the suitability 
of any investment, keeping in mind: • their 
investment powers, and • the general duties to 
act in the interests of the charity, with care and 
diligence and in a manner consistent with the 
charity’s purposes.

To read the full investment guidance for Scottish 
charities visit: 2018-11-19-investments-guidance.
pdf (oscr.org.uk)
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BACKGROUND

In this section we explore why every charity should consider whether it should have an ethical 
policy, why a holistic approach should be adopted which encompasses all aspects of the charity’s 
interactions and why public opinion matters, but has to be managed.        

Why every charity?

Whether a charity has investments or not, the appropriate question is: with whom is it happy to do 
business with?

Example 

A charity operating in the counselling and alternative health sector has the opportunity to apply for 
a grant from a charitable foundation established and funded by a pharmaceutical company.

One trustee immediately dismisses the idea and is surprised it is even being considered as they 
believe that the charity had always said it would not take funding connected to the pharmaceutical 
industry.

Other trustees disagree with this view and point out that such a policy does not exist.

Policy ‘on the hoof’ is now written.

A holistic approach

In an ideal world, the ethical policy would easily translate all of the charity’s activities, thereby taking 
into account not just investments but also its suppliers and corporate partnerships and any other 
constituent group. The policy should encompass the following: 

External
stakeholders

Activities
and 

relationships

Good cause 
Charitys Ethical 

Policy

Internal 
stakeholders
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Internal stakeholders: employees, trustees, 
beneficiaries and individual donors (you may 
think of beneficiaries and individual donors as 
external stakeholders, however many of them 
identify strongly with a charity and therefore 
would see themselves as ‘insiders’ not ‘outsiders’).

Activities and relationships: investments, 
corporate partnerships, joint ventures, suppliers … 
basically any interaction that the charity has. 

External stakeholders: reputational risk 
management with the public, the media, 
interested parties who may undertake a FOI 
(freedom of information act) request, or 
organisations who look to hold others to account 
(see below).

The charity sector is under more scrutiny than 
ever, and whilst media focus may have been on 
charities holding ‘unethical’ investments, the 
question of ‘ethical’ goes a lot deeper.   

As we can see in the example below; ethical 
investment is only a small part of the 
considerations for People & Planet when it is 
assessing universities’ policies and behaviours. 

Example 

People & Planet – UK students campaigning 
on world poverty, human rights and the 
environment
This is an organisation that focusses on 
universities and their approach to a number 
of different issues. An annual league table 
is compiled and published which ranks 
universities on the basis of a number of 
different metrics: 

• Environmental policy
• Human resources
•  Environmental audits and  

management systems
• Ethical investment 
• Carbon management
• Workers’ rights
• Sustainable food
• Staff and student engagement
• Education
• Energy sources
• Waste and recycling
• Carbon reduction
• Water reduction
Each of these metrics has a weighting, for the 
2016 league table, ethical investment is worth 
7%.

In simplistic terms, the charity should consider its 
ethical policy in light of not just its investments, 
but also in terms of every aspect of its activities 
and relationships. It is true that you cannot please 
all of the people, all of the time, and there may 
be a significant divergence of opinion between 
different stakeholders, however if the charity has 
developed a sensible framework which covers all 
of its bases, then it is in a far better position than 
a piecemeal approach.

Without an overarching ethical framework you 
may discover that the investment sub-committee 
has agreed an ethical policy, whilst the supporters 
have core values and concerns which have not 
been considered and are voicing disgruntlement. 
Meanwhile the charity has a procurement policy 
that does not have an ethical framework but 
some employees have very specific concerns and 
therefore direct policy (and effort) according to 
these. The result is a muddle of approach and 
policy. 

The investment sub-committee has recommended  
an ethical policy which has been approved by the 

Board. However, the detail and impact of the policy 
has not been considered.  

The investment policy results in a number of 
companies being excluded from the investment 

portfolio.

The finance and procurement function has a policy 
relating to suppliers which is based on content 
of the proposal/quotation, the price and the 

perceived quality.

The procurement process has resulted in a new 
supplier being appointed. The supplier’s company 

is on the investment exclusion list.

A potential worst case scenario from this 
muddle is that the investment policy has 
been constructed and it excludes a number of 
household names; this in itself is not a problem. 
However if one of these companies is a corporate 
supporter and another company supplies energy 
to the charity, it becomes so. Meanwhile high 
profile donors are telling the charity that they are 
not happy with the ethical policy and employees 
have influenced the investment policy but not, 
other policy areas. 
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Example 

A mental health charity may exclude tobacco and 
pharmaceutical producers. Therefore within the 
following areas it has these restrictions:

Investments  No investment in companies which 
produce tobacco or pharmaceuticals 
which account for more than a certain 
percentage or proportion of turnover  ✔

Suppliers Not an issue in this case  ✔

Supporters  Corporate sponsorship or partnerships 
with tobacco or pharmaceutical 
companies are not permitted. Individual 
donors are clear as to the charity’s policy 
and understand it  ✔

Example 

An environmental charity has decided to exclude fossil 
fuel producers, as well as specific gas and electricity 
companies, along with companies that score badly in 
terms of environmental considerations:

Investments  No investments in companies which are 
involved in the fossil fuel industry to 
any extent; no investment in companies 
which are involved in nuclear power, or 
companies that score below average on 
environmental issues  ✔

Suppliers  The charity’s energy is supplied by a 
company which is on the exclusionary list (it 
is involved in nuclear power generation) ✘

Supporters  The charity has been made ‘Charity 
of the Year’ by a company which is on 
the exclusionary list (it scores badly 
on environmental issues and from a 
corporate perspective it was seen as 
being a ‘good thing’ for PR purposes  ✘

When it works …

3  http://www.eiris.org/files/public%20information%20type%20publications/2011CharitySurvey.pdf

These kinds of situations are not uncommon – and the situation is often created by policies being 
decided in silos so different parts of the charity are pointing in different directions.   

What does the public think?

If Mr/Ms Jo(e) Public was approached and was asked ‘should a charity invest ethically?’ they would 
probably answer yes …

A survey published in 2011 by EIRIS3 (Ethical Investment Research Services) found that:

• 84% of people agreed that charities should be fully transparent about their investments 

•  74% of  people agreed that large charities should adopt ethical investment policies prohibiting 
investment in activities that are contrary to their specific work and values 

•  71% agreed that large charities or their fund managers should be pro-active shareholders, engaging 
with companies to demand high standards of environmental and social responsibility from the 
companies they invest in 

•  78% of people agreed that they would think worse of a charity if they knew it had funds invested in 
activities contrary to its specific work and values

As we are all well aware, polling and surveys always need to have a number of caveats attached to 
them. In this case the survey was conducted by an organisation which promotes ethical investment 
and therefore there may be some unintended and sub-conscious bias in the formulation of questions. 
We would also argue (and indeed the survey reflects this) that a number of respondents will have 
been surprised that charities had any investments – in fact the survey makes the following point:

“Increase transparency about your investment policy and the investments you make - as part of this 
process explain why you invest money; a significant number of people made comments in our survey 
that indicated they did not understand why charities didn’t spend all the money they received straight 
away.”

In conclusion – whether a charity has an ethical policy or not, it should have thought through its 
response. 

ETHICAL INVESTMENT AT QUILTER CHEVIOT
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THE POLICY

We can now turn our attention to the policy. 
Within this section we look at the legal framework 
surrounding charities and their ethical policy, as 
well as helping trustees leave personal ethics 
at the door and how to have a constructive 
discussion. Of course, any policy is only as good 
as how it works, so ensuring that the policy 
is workable (it may not be future-proofed as 
things change) and clear is critical to this, as is 
understanding the potential pitfalls.

Determining the policy

The 1991 Bishop of Oxford case1 set the 
parameters for charities for England & Wales 
considering ethical policies for their investments. 
It concluded that an ethical policy is permitted if 
one of the following four provisions was met: 

1.  A particular investment conflicts with the aims 
of the charity  

2. The charity might lose supporters or 
beneficiaries if it does not invest ethically 

3. Where the trust deed so provides

4. There is no significant financial detriment

Whilst these provisions relate to investment, they 
are helpful in addressing an overall ethical policy; 
particularly in framing the questions the trustees 
should consider when debating the ethical policy.

The 2011 revision of CC14 (the Charity 
Commission for England & Wales’ guidance on 
charities and investment matters) reworded the 
Bishop of Oxford parameters and stated that 
trustees are free to adopt any ethical investment 
policy which they reasonably believe will provide 

the best balance of risk and reward for their 
charity. Considerations for trustees: 

• Aims and objectives of the charity 

•  The fundamental principle of maximising return; 
if an ethical policy is adopted, it should be 
set out in writing and should be clear both on 
positive aims and any exclusions 

•  If companies or sectors are excluded, the 
reasons for exclusion should be clearly thought 
through; the more restrictive the policy (in 
terms of exclusions), the greater may be the risk 
to returns

An ethical policy has historically focussed 
on excluding particular activities rather than 
having a positive bias towards certain areas 
(as an example renewable energy). For many 
charities the exclusionary approach remains the 
most pertinent and therefore we have focussed 
primarily on this. 

1  Bishop of Oxford and others – v – Church Commissioners for England 1991  

Conflicts
with aims

Trust
deed

No 
‘biggie’

financially

Upsets
people

ETHICAL
POLICY
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Taking this into account it may be useful to 
help trustees set aside their personal views by 
following this exercise:

Group exercise: 

Ask the trustees and all those involved in 
determining the policy to take part:

1.  Ask them to imagine they have their own 
investment portfolio and whether they are 
happy to invest in the following (this is not an 
exhaustive list but just some thoughts):

a. Tobacco

b. Gambling

c. Alcohol

d. Armaments

e. Pornography

f. Animal testing on cosmetic products

g. Animal testing on medical products

h.  Companies that have been accused of not 
paying sufficient tax in the UK

i. Fossil fuels

2.  Ask them to now consider whether they 
would invest in these areas as a trustee of an 
animal welfare charity (if you are an animal 
welfare charity you may want to choose 
another type of charity)     

3.  Finally ask them to consider whether they 
would invest in these as a trustee of their 
charity 

You may want to skip step 2 if you think it 
will be too confusing, on the other hand by 
making the exercise initially about another 
type of charity you may find it easier when 
step 3 takes place and the trustees and others 
are being asked to focus on what is right for 
their charity.

This should lead into a discussion considering 
some of the following questions: 

• What does the charity stand for?

• Is it campaigning against anything?

•  Who should the trustees engage with on  
the topic?

• Are the implications of the policy clear?

• Is there clarity regarding the policy?     

Debating the policy

The thought of debating an ethical policy, fills 
most trustee boards with dread, as emotions can 
run high when ethical concerns are raised; plus in 

most discussions there tends to be at least one of 
the following stereotypes:

•  The zealot – anything and everything is raised 
as a concern

•  The denier – never had to bother about this 
before and it’s all ridiculous     

•  The new-adopter – has read something in the 
media and a particular issue is the hot new 
topic 

•  However if harnessed in a positive way these 
stereotypes may be hugely helpful:

•  The zealot – good to raise everything and then 
discuss it and discount/include as appropriate

•  The denier – a counter-balance to steaming 
ahead and creating an over-elaborate policy

•  The new-adopter – helpful to know how issues 
are evolving

In order to have a constructive discussion it may 
be appropriate to use a facilitator in order to 
change the usual dynamic.     

All provide 
different 
points of 
view which 
should lead 
to healthy 
and 
constructive 
debate

Raises all the issuesThe zealot

Counter-balanceThe denier

The latest issuesThe new-adopter

  TIP - using a facilitator

It is possibly easier to harness  different 
characteristics by changing the dynamic to the 
meeting; by using a facilitator, who knows the 
background but who is not personally invested 
in the ethical policy, you may find that navigating 
the debate is less painful and it is easier to focus 
on the question: ‘What is right and appropriate 
for the charity?’ 

Furthermore there may be unintended 
consequences of an ethical policy that cannot 
always be scoped out (the unintended part 
rather gives that away) in the discussion. One 
potential way to reduce the possibility of this 
is to go through a very granular process when 
considering the elements within the policy.
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Working through the policy 

The wording 

  TIP 

Granularity: it may seem counter-intuitive to 
have a very rigorous and clear policy for the 
internal audience and a less precise one for the 
external one. However it is vital that internally 
the charity knows precisely what it is avoiding 
(investment or otherwise) and on what basis; 
the external audience needs to understand the 
charity’s ethos but not necessarily the detail 
behind it.

As an example a charity may decide that it does not 
wish to invest in companies where there have been 

human rights’ concerns. The internal policy will 
reflect the precise nature of these concerns which 
may include specific details around operations 
in high risk countries and UN Global Compact 
principles (which are informed by the International 
Labour Organisation (ILO) standards) leading to a 
statement such as the below: 

Internal policy: As a charity we will not invest 
or undertake any other activity with companies 
which breach any of the following unless 
approved by the board: 

UN Global Compact Principle 1: Businesses 
should support and respect the protection of 
internationally proclaimed human rights

UN Global Compact Principle 2: Make sure that 
they are not complicit in human rights abuses

UN Global Compact Principle 3: Businesses 
should uphold the freedom of association and 
the effective recognition of the right to collective 
bargaining

UN Global Compact Principle 4: The elimination 
of all forms of forced and compulsory labour

UN Global Compact Principle 5: The effective 
abolition of child labour

UN Global Compact Principle 6: The elimination 
of discrimination in respect of employment and 
occupation

Where companies have significant operations in 
countries of concern*, and no policies in place to 
address human rights risks.

*as defined in the UK FCO Countries of Concern 
list

 TIP 

It is important that the charity has the ability  
to review any proposed exclusion. In some 
cases it is a no-brainer however sometimes 
nuance is critical.    

For the external audience the policy wording 
needs to focus more on the intention of the 
approach rather than the detail:

External policy: We will not invest or undertake 
any other activity with companies which breach 
our human rights policy. The policy takes into 
account UN Global Compact principles and is 
overseen by the board. 
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Crafting the policy

•  What does the 
charity stand for?

•  Is it campaigning 
against anything?

•  Have there been 
issues raised in the 
past?

•  What do similar 
charities do?

Double check

•  What are the 
implications of 
the policy for the 
following?

• Investments 
•  Corporate 

partnerships
• Suppliers
•   Supporters
And are these 
implications 
understood?

Granularity

•  Internal requirements 
– policy MUST be 
very clear

•  External 
requirements – it 
may be that for the 
external audience the 
wording should be 
less detailed

Ongoing

•  What process will 
be in place to ensure 
that this policy 
applies to new 
activities?

•  How will the charity 
ensure that all the 
activities remain 
compliant with this 
policy?

•  What process will 
be in place to review 
the policy to ensure 
it still makes sense?

Stakeholders and trustees

• Which voices should the trustees listen to?

•  Are there concerns that have a consensus 
amongst different stakeholders?

•  Are the trustees clear that this is about the 
charity, not their personal beliefs?
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Example Exclusions And The Potential Pitfalls

The point about the board having the ability to 
approve an ‘excluded’ company is to ensure that 
the policy reflects the charity’s intentions.  

Example

A pharmaceutical and medical equipment 
company is deemed to not be compliant 
(according to a research provider) with the 
UN Global Compact principle 1 (businesses 
should support and respect the protection of 
internationally proclaimed human rights). 

The company has been involved in a 
significant (and repeated) number of 
incidents relating to its marketing practices 
and has also been involved in a number 
of product safety incidents. Owing to the 
severity and impact of these incidents, the 
company is deemed not to be compliant with 
principle 1.

It may be that this is the type of activity that 
the charity wishes to exclude, or the focus of its 
human rights’ policy intentions might be quite 
different. Having the ability to understand why 
a company is problematic, and also consider 
whether the policy’s intentions are being served 
is helpful and important.

  TIP  
What are you excluding? 
The more complex an ethical policy 
becomes the more important it is to 
understand why certain companies are 
excluded so that the board remains 
informed of the implications of the policy.  
 
If you are using an investment manager 
and they are implementing an ethical 
policy for you they will be able to provide 
you with a report including the rationale 
for exclusions. If you are not (or indeed 
you may wish to do this as a double 
check) then it may be appropriate to 
engage a screening service provider to 
produce this information.

EXAMPLE

An animal welfare charity wishes to exclude 
exposure  
to fur:

This is defined as excluding companies which are 
involved in:

•  Breeding and rearing of animals for their fur 
or skin

•   Trapping and other means of taking animals 
from the wild

•  Retailing of fur or exotic skin products that 
have been farmed specially for that purpose 
(non-food)

This has the potentially unintended consequence 
of excluding companies such as Amazon and 
eBay. In the case of Amazon, it is captured within 
this exclusion as it facilitates the sale via its 
intermediary role between sellers and customers. 
The sale of fur from endangered or threatened 
species is not permitted. When the charity 
established the policy was this its intention?

We mentioned the classic sin stocks of tobacco, 
alcohol, armaments, gambling and pornography 
previously. However even with these, there are 
different ways to screen these activities…

•   Production versus retail – many ethical 
policies excluding alcohol and tobacco 
focus on companies that produce these, 
rather than those that retail them. In some 
cases, including those that earn a significant 
proportion of revenue from alcohol makes 
sense as these tend to be pubs; however 
in many cases including companies that 
derive any revenue from alcohol sale can be 
unhelpful. As an example this would include 
oil companies that have petrol stations that 
sell tobacco, and supermarkets. 

•  Retail of guns – calibrating the armaments’ 
policy is important, for example some well-
known retailers in the US sell guns. The 
intention of the armaments’ policy may well be 
aimed more at military use so it is important to 
work out what the screen is including.

•  Pornography – there are very few companies 
that are picked up in a screen of producers of 
pornography; however mobile providers may 
be captured in a distribution screen.    
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THE COST OF ETHICS - BENCHMARKING

The Bishop of Oxford case permitted an ethical policy if there was no financial detriment. One concern 
that many have is that by investing ethically, this will prove to be a cost to the charity, and that the 
investment funds will not be worth as much as they would have been if the charity had not pursued an 
ethical policy.

Determining the policy

This is an interesting dilemma – is it better to generate more money for the charity and not worry 
about the provenance, rather than to invest ethically and worry about achieving a lower return?

The issue of whether the investment performance of ethical mandates is worse than ‘unethical’ 
portfolios is complex. It will depend on a number of different factors including:

• What is the ethical policy?

• How much of the investment universe does the policy rule out?

•  Does the policy result in there being a concentration on specific sectors and zero weighting  
in others?

•  What replaces the excluded companies? It is not just about what you don’t invest in, but also  
what you do It may be further complicated by investment managers blaming the ethical policy on 
under-performance. This may be true at times; however it should really be assessed on the following 
basis:

•  Over a period of time i.e. three or five years – market cyclicality will mean that at different times the 
ethical policy may help or hinder performance depending on what the policy excludes

•  Having said that, the trustees should ask the investment manager to report regularly on the impact 
of the policy

•  The ‘ethical’ portfolio should be compared to a similar portfolio managed by the same investment 
manager which does not have an ethical policy. It is then much easier to determine whether it is the 
ethics or not impacting performance (negatively or positively)

SUMMARY
• Not every charity has to have an ethical policy, but every charity should explain its position
• Any policy should be holistic not just about investments
• The policy should reflect the charity’s objects and concerns not the trustees’
• Clear communication of the policy for the internal audience 
• Understand the policy’s implications
• Hold your investment manager’s performance to account

CONTACT US:
Quilter Cheviot
Senator House
85 Queen Victoria Street
London EC4V 4AB

t: +44 (0)20 7150 4200
e: Charities@quiltercheviot.com
w: quiltercheviot.com

The value of investments, and the income from them, can go 
down as well as up and past performance is no guarantee of 
future returns. Investors may not receive back the amount 
originally invested. Investments and investment services 
referred to may not be suitable for all recipients.
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quiltercheviot.com

Quilter Cheviot Limited is registered in England with number 01923571, registered office at Senator House, 85 Queen 
Victoria Street, London, EC4V 4AB. Quilter Cheviot Limited is a member of the London Stock Exchange, authorised 
and regulated by the UK Financial Conduct Authority. Quilter Cheviot Limited is regulated under the Financial Services 
(Jersey) Law 1998 by the Jersey Financial Services Commission for  the conduct of investment business and funds 
services business in Jersey and by the Guernsey Financial Services Commission under the Protection of Investors 
(Bailiwick of Guernsey) Law 1987 to carry on investment business in the Bailiwick of Guernsey. Accordingly, in some 

respects the regulatory system that applies will be different from that of the United Kingdom.


