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RESPONSIBLE INVESTMENT AT QUILTER CHEVIOT

I NT ROD U CTION
This is our latest quarterly report outlining our
engagement and voting activity with companies
we invest in.

This is how we define different aspects of this
larger topic:

Our client base is a mix of private client portfolios,
small pension funds, trusts and charities; given
this we have a long tail of small holdings which
represent legacy and cherished positions. It
would be impractical to vote on all our equity and
investment trust positions and therefore we have
chosen to focus on our largest and most widely
held positions where we can have most influence.
Given the nature of our predominantly UK client
base, these are UK listed equities and investment
trusts. We may look to expand the voting universe
in the future.

Ethical investment:
based on client requirements
Created on a client by client basis and
informed by their specific ethical policies

Responsible investment:
for all our discretionary clients
We vote and engage with companies on
environmental, social and governance
matters

Where clients wish to vote their holdings in
a specific way we will do so on a reasonable
endeavours basis; this applies whether the
investment is in the core universe or not, and also
to overseas holdings. We have ensured that 68
clients were able to instruct their votes over the
last quarter.

Sustainable investment: Climate
Assets Fund and strategy

We use the ISS proxy voting service in order to
inform our decision making, however we will not
automatically implement its recommendations.
When we meet a company to discuss governance
issues the research analyst does so alongside the
responsible investment team as we are committed to
ensuring that responsible investment operates within
our investment process rather than apart from it.

Five key themes: low carbon energy,
food, health, resources and water

In this end of year report, we review our activity
over 2019 as well as what lies ahead for 2020. The
oil sector is under ever increasing scrutiny and we
explore whether investors should divest or engage.
Finally given the accusations of green-washing
that have been made against investment funds
Melissa Scaramellini looks at how the industry
classifies different investment approaches.

For information regarding our approach to
responsible investment, including our response
to the UK Stewardship Code and our voting
principles, please visit our website: https://
www.quiltercheviot.com/uk/private-client/
why-quilter-cheviot/responsible-business/
responsible-business-for-investment/

Contact:
Gemma Woodward
Director of Responsible Investment
e: gemma.woodward@quiltercheviot.com
t: 020 7150 4320

The topic of responsible investment
(environmental, social and governance factors) has
captured significant attention in 2019. Both media,
and more importantly, regulators have turned
their attention to the topic resulting sometimes in
confusion for investors as the jargon proliferates.

Greg Kearney
Responsible Investment Analyst
e: greg.kearney@quiltercheviot.com
t: 020 7150 4147
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E NGAG EM ENT
We actively engage with companies on a number of issues, particularly those relating to remuneration
and board composition. We use ISS as our proxy voting service provider and based on our responsible
investment principles, ISS provides recommendations on each resolution companies put forward to
shareholders. We do not always follow the ISS recommendations as we believe it is important that as
responsible investment is integrated into our investment process, Quilter Cheviot makes up its own
mind. In all cases where we have a concern regarding a company we make contact to discuss the
issues ahead of the AGM.
Below we have outlined some examples of our engagement during the three months to the end of
December 2019. At a number of these meetings we questioned boards of funds as to how they hold
the underlying investment adviser to account over environmental, social and governance (ESG) issues.
Resources company
We opened engagement with the company
regarding its climate lobbying activities.
Despite making a number of climate positive
commitments including to reduce carbon
emissions, the organisation is a member of some
of the most influentially oppositional industry
associations on climate policy. We have inherent
concerns that the industry associations may
be undermining the company’s climate related
strategy and encouraged them to use their
influence to bring the two into alignment. On the
basis of multiple engagements with numerous
shareholders, the company has committed to
publishing a review of all industry association
memberships, highlighting where climate policies
are not aligned. This will provide the basis for
future engagement.

then uses the FTSE 250 index (exc. investment
trusts) as its TSR comparator, despite our
suggestion that a more appropriate peer group
would include US peers. Despite concerns
being raised, we were not satisfied with the
remuneration policy put forward at the AGM and
consequently voted against the agenda item,
reiterating to the board our rationale.
Equity investment trust
This was a general catch up with the Chair to
discuss the board as well as the Fund’s ESG
investment approach. We covered a number
of issues including board composition, external
board evaluation and ESG reporting. The
discussion included the appointment process of
new director next year and the Fund’s awareness
of shareholder expectations of at least 30%
gender diversity. We also raised the topic of nonexecutive director shareholdings – we expect
NEDs to hold at least 1 x a year’s fee in shares (2
x for the Chair).

Technology company
We met with the Chair and the remuneration
committee over the course of the year to
discuss our concerns regarding the proposed
remuneration policy which moves away from
billings and cash as metrics for rewarding
annual performance towards revenue and profit
measurements. We are uncomfortable with
this measure as it may reward executives for
the same performance (as billings are revenue
further down the line). Revenues and profits will
also be a significant component of LTIP, which
again risks double counting. We continue to
have concerns with the way in which the board
uses US technology company remuneration as
a comparator to justify executive pay however

Equity investment trust
This was our first meeting with the new Chair,
The conversation centred on the firm wide
efforts to structure a systematic ESG integration
process, although as a small to micro-cap
focussed manager ESG data sourcing can
prove challenging. We raised our expectation
of improved stewardship disclosure moving
forward, something that the Chair is aware will
need to be addressed with the revision of the
FRC’s stewardship code.
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Equity investment trust
This was our first face to face meeting with the
new Chair. The board has been through a period
of transition over the past twelve months. This
has been an important effort to ‘refresh’ the
board, not only in terms of diversity but also in
reducing the average tenure of the directors,
which had previously often been over nine years.
This was a topic of discussion at the meeting and
the new Chair noted that they were not looking
to repeat previous tenure dynamics. The new
Chair has served for eight years but given the
newness of the current board composition, sees
this tenure extending for another two to three
years. We are comfortable with this extension to
ensure continuity and view the recent board’s
transition as a broadly positive development.
Also raised, was the potential change to the
fund’s investment objective to introduce certain
ethical sector level screens. We urged the
Chair to focus on better ESG integration and
engagement disclosure.

Technology investment trust
This was a ‘get to know the chair’ meeting. We
covered a number of topics including diversity
and upcoming sustainability regulation readiness.
Discussions with the former Chair on the topic
of board diversity and over boarding had been
combative at times; however, it appears the new
Chair is looking to strike a more collaborative
approach. They have recently expanded the
board to six members (including two women
NEDs, one a new hire). Moving forward they
are likely to reduce the board to five members
but we accept the short term expansion to
ensure a smooth transition between NEDs. We
were interested in how they monitor ESG risk
and regulation at board level – and they openly
admitted that improvement was needed to
systematically embed this into conversations.
The Chair was made aware that we expect to
see discussions on these topics raised to board
level and encouraged improvement in their
stewardship and broader ESG disclosure – in
order to keep in line with rapidly shifting client
expectations and the regulatory landscape.

Equity investment trust
We met with the Chair of the trust board
and CEO of the investment manager for a
general catch-up. The conversation covered
topics related to board governance and ESG
processes. We raised concerns over the tenure
of some board members as well as transition
planning. The gap in tenure (and therefore
continuity) between the new NEDs and those
now approaching the recommended tenure
limit presents a potential issue that we will
monitor. When it comes to ESG and stewardship
disclosure, the trust and the investment manager
are light on detail. We raised this as a concern
and expect to see an improvement – in line with
upcoming changes to the UK Stewardship Code
which will require a granularity and availability of
reporting to improve dramatically.

Telecoms company
We held a number of conversations with
the Chair of the remuneration committee
and members of the executive team. The
main topic of conversation was the newly
proposed remuneration policy that will be put
to shareholders at the 2020 AGM. In terms
of the proposed policy, we have seen some
encouraging developments, such as: pension
contributions for executives being brought into
line with the wider workforce, overall reduction
in executive bonus opportunity, longer holding
periods for long term incentive plans as well
as stricter bonus clawbacks for major ethical
violations. The board has also proposed building
ESG metrics into executive remuneration. On
further discussion it appears that the structure
and the metrics have not been explored in detail.
They are going through a period of consultation
with shareholders to gather feedback. On the
basis of our conversations, while we welcome the
commitment to integrating ESG metrics into pay,
we have concerns over the ESG skillset on the
board to provide clarity, discretion and a regular
review of the ESG component. We will monitor
developments on this front as they crystallise
prior to the 2020 AGM. We are generally positive
on the proposed policy, but concerns over
implementation remain a topic of engagement.

Oil and gas company
We attended a meeting with the board Chair
to discuss general board and ESG priorities
for the company. This company is one of the
top performers on climate change in its sector
and the Chair is keen for the company to
become one of the top performing boards in
the world and an external evaluation is in hand.
Additionally there is an internal team looking
at other boards to identify the best practice.
In terms of successions planning, the Chair is
keen not to recruit people who only bring one
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metrics into executive remuneration packages
has continued from 2018 into 2019. When
constructed thoughtfully and with the aim of
incentivising tangible ESG related performance,
we have encouraged these measures and will
continue to do so.

specialism as you can rely on them too much
– therefore favouring external advisers on
key issues. The board does appear to have an
appropriate focus on the consumer and carbon
emissions, introducing a produce consumption
offsetting scheme and working with UK forestry
departments to generate carbon credits. The
company has also set net carbon targets. We
raised the issue that further consumer education
is needed to raise awareness of product impact.
Recent safety incidents were discussed with the
Chair admitting that it had not been a good year
in terms of employee safety and further work is
needed in 2020 to prevent a repetition of 2019.

2019 in Review
The overarching theme of the past twelve
months has been ‘more’. We have held more
conversations with more companies and
investment trusts on new and varied topics. We
have found companies increasingly aware and
open to discussing a variety of ESG topics and
how these topics impact their organisations.
That is not to say company and board behaviour
has been perfectly aligned with our expectations.
While we see some movement on outsized
executive pension contributions, which has been
a structural theme of engagement and voting
in 2019, we will continue to monitor alignment
with wider workforce contributions. We have
also worked to encourage fair and simple to
understand executive remuneration packages,
voting against companies where after a period
of engagement LTIP structures remain overly
complex and unrepresentative of company
performance. Board diversity has been a
significant topic of engagement with broader
progress across FTSE 250 boards, where the
average representation of women exceeded 30%
for the first time. We continue to be an active
member of the ‘30% Club’, an organisation that
promotes diversity on boards.
Climate change has progressed up the list of
board priorities in 2019 and where this has not
taken place, shareholders are demanding action.
Climate lobbying practices have been a topic
of engagement for us, where companies are
members of industry associations advocating
to undermine lower emissions or ‘Paris-aligned’
climate policies. These positions are often
in contrast to the company specific carbon
reduction aims. Introduction of ESG related
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Q UART E R VOTING STATISTICS
Over the fourth quarter we voted at:

34
COMPANY
MEETINGS

VOTE

vote against
remuneration report
(1 votes against)

VOTE

vote against
re-election of an NED

VOTE

vote against share issuance
(1 votes against)

It is important to note that on a number of occasions having engaged
with the relevant company we did not follow ISS’ recommendations.
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ANNUAL VOTING STATISTICS
Over 2019 we voted at:

171

COMPANY
MEETINGS
VOTE

VOTE

vote against a
remuneration report

vote against
election of an NED

(6 votes against)

VOTE

VOTE

vote against
remuneration policy

vote against activist
investor joining the board

(1 votes against)

(1 votes against)

VOTE

VOTE

vote against
investment policy

abstention of
re-election of an NED

(1 votes against)

(1 abstention votes)

VOTE

VOTE

vote against the wind
up of a property company

vote against share issuance
(1 votes against)

(1 votes against)

It is important to note that on a number of occasions having engaged
with the relevant company we did not follow ISS’ recommendations.
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MANAGEMENT RESOLUTIONS VOTED IN 2019
6%

With management recommendation
Against management recommendation

94%

TOPICS WHERE WE HAVE VOTED AGAINST MANAGEMENT
9%
36%

Audit and accounts
Board structure
Capital structure
Corporate transactions
Remuneration
Shareholder rights/company articles
Other business

46%
9%
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2020 AND BEYOND
We have spent the period since March 2017 voting and engaging with our core UK companies. In 2020
we are adding further companies to our voting universe which will result in it doubling in size and
covering just over 75% of our UK holdings (which have voting rights). It is worth noting that roughly
45% of the assets we hold on behalf of clients have annual voting rights; of the other 55% these are
largely investments in open ended funds as well as direct bonds.
the team will continue with this work analysing
how third party managers with whom we invest,
consider ESG when making investment decisions.
For more information on our approach please
refer to the Fund ESG Integration piece in our
responsible investment document. In addition
to this over the last year we have continued our
focus on governance for listed funds, and have
been questioning boards on how they hold the
manager accountable on ESG considerations and
disclosure. This work will continue.

The expanded universe will comprise all holdings
in our monitored equity list for the UK, where
we own over 0.2% or £2million of the company /
investment trust. We have a long tail of holdings
which is unsurprising given the nature of our
client base; we do not intend at this stage to vote
on every single position we have. The reasoning
is simple: voting has to happen alongside
engagement and therefore whilst we could easily
vote on every single holding globally, we would
not engage on that scale in a meaningful way,
and in some cases the position will only be held
by one client.

For our direct equity positions we have primarily
focused on governance considerations although
that is not to say that we have not engaged with
companies on other environmental and social
issues. In 2020 the focus will be to increase
this work alongside the equity research team
with the objective of ultimately ensuring all our
monitored holdings have undergone a formal
ESG assessment as part of the investment case.

In regards our other direct equity holdings in the
US and Europe as well as other jurisdictions, we
are not at this stage adding these to the universe.
Our rationale is that whilst we may own $100m
in our largest US holding, this position equals
0.01% of the share capital. When we undertake
voting we do so alongside engagement; as things
currently stand we feel that it would be difficult
for us to gain access to the board (the analysts
obviously meet the company on an ongoing
basis anyway) in order to engage satisfactorily.
This will not stop us in collaborating with other
investors, or indeed changing our position in the
future.

Finally new regulations mean that ESG and
responsible investment remain a core focus
for our business. There will be a requirement
for increased disclosure around voting and
engagement as well as the revised Stewardship
Code calling for a higher standard from asset
managers.

We began looking at how we think about ESG
integration for the third party funds that we
invest in at the end of 2018. Over the year
progress has been made with this and in 2020

As ever this is a journey and the ongoing work is
never-ending. ESG integration for us is a process,
not a product.
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BIG OIL AND CLIMATE CHANGE: ENGAGE OR DIVEST?
Liz Dhillon (Equity Research Analyst), Gemma Woodward (Director of Responsible Investment)
and Greg Kearney (Responsible Investment Analyst)
What role should oil and gas companies play in combatting climate change? The sector has certainly been
coming under greater pressure to act, with shareholders forcing BP’s management to address how the
company’s strategy fits in with the Paris climate agreement last year.
Investors are not necessarily taking a unified
approach however. Some champion engagement,
encouraging companies to lower their emissions
and invest in new technologies. Others prefer to
divest and sell their stakes in companies, hoping
to force them to confront the impact of their
activities. Yet divestment is not always done
for environmental reasons, with some investors
arguing that oil companies will be forced to leave
oil reserves in the ground as the world attempts to
tackle climate change.

Coal

Oil

Gas

A further split concerns counting the emissions
from just the activities of oil and gas companies, or
including the emissions from burning the products
they sell too. The latter approach could have a
much greater influence on tackling climate change.
A report from the Climate Accountability Institute
(CAI) in October 2019 claimed that just 20 energy
and mining companies accounted for more than a
third of global emissions from 1965 to 2017.

While replacing fossil fuels is difficult,
there are benefits to switching between
fuels, particularly replacing through
replacing coal. The shift from coal to
gas-fired electricity generation has
played a significant role in reducing the
UK’s carbon emissions over the past 30
years, with natural gas emitting half the
CO2 of coal when burned.

change, when most forecasts show that the global
economy will remain significantly dependent on
fossil fuels for some time to come – although it
might equally be argued that a pure coal company
is not going to suddenly change. According to
BP, oil and gas will still account for around 50%
of primary energy demand in 2040, even in a
scenario where we see a rapid transition to a low
carbon economy3. Engaging with the energy sector
might therefore be the best strategy to minimise
emissions until the switch away from oil, coal and
gas is complete.

Crucially, those emissions included pollution
emissions from both a company’s own operations
and the burning of its products. But what is
important is the action those companies (and others)
are taking to change this. Companies like Royal
Dutch Shell, for example, have already pledged to
reduce their total emissions from both their own
activities and the burning of their products.

Engagement is gaining traction globally, with
divestment sometimes held back as a threat to
concentrate minds. This has been the approach
of investors such as the Church of England, with
its General Synod voting to divest from fossil fuel
companies that have not aligned their activities with
the Paris Climate Accord by 2023.

Engagement vs. divestment: which wins out?1
The immediate debate, however, is around
engagement vs. divestment. There have been
several high profile cases of divestment, with banks
such as HSBC, Standard Chartered, RBS and Lloyds
announcing that they would no longer finance new
coal plants, for example2.

Many companies are now responding to investor
demands. The Transition Pathway Initiative, a group
of investors, has surveyed 308 companies across
the fourteen most carbon-intensive sectors of
the global economy and found that a third now
link senior executive pay to climate performance,
including Shell and BP from the UK stock market.

Investors who divest from a company, however,
immediately lose any leverage in pushing for

1F
 or text box under Engagement vs….. see https://www.cnbc.com/2017/11/29/oil-giant-shell-plans-to-halve-its-carbon-emissionsheres-how.html
2 http://www.ethicalcorp.com/divestment-isnt-badge-honour-its-failure-engagement
3 https://www.bp.com/content/dam/bp/business-sites/en/global/corporate/pdfs/energy-economics/energy-outlook/bp-energyoutlook-2019.pdf
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What concrete steps can the oil and gas sector
actually take?4
Shell is seen as something of an industry leader
when it comes to addressing climate change. In
2017, it became the first international oil and gas
company to commit to reducing its net carbon
footprint – of both its operations and products,
following this up in 2019 with concrete short-term
targets.

Politics still matters
Nevertheless, governments still need to do more.
The World Meteorological Organisation recently
warned that the concentration of greenhouse gases
in the atmosphere reached a record high in 2018,
with urgent action needed in the next decade.
While the challenge is significant, progress is being
made. The Paris Agreement, reached in 2016,
commits signatories to keeping the increase in
global average temperatures to 2C. Signatories
are obliged to report their carbon emissions, with
the international community hoping that a spirit
of accountability will take hold as a result. There is
scope for a ratcheting and review mechanism within
the Agreement, with failure to take action leading
to more urgent (and ultimately more disruptive)
climate policies later down the line.

DI D YO U K N OW ?
Royal Dutch Shell supplies around
3% of the world’s energy.
Investors have played a critical role in encouraging
Shell to set short-term net carbon footprint targets,
with the pay of its top 150 executives now linked to
emissions related goals. But in 2019, the company
went a step further, releasing its first three year
emissions target and aiming to reduce its net
carbon footprint by 2-3% from 2016 levels. It also
committed to set new, more ambitious three-year
targets in 2020.

Can oil companies be part of the solution to
climate change? It doesn’t seem prudent to leave
them out. The US may have pulled out of the Paris
Agreement, but companies can still work to reduce
the environmental impact of their US activities.
Engaging with companies provides another avenue
to help reduce emissions, one that an individual
investor can be part of if they invest with managers
who practice engagement.6

Equinor, a Norwegian oil company, is another
example of the progress a traditional oil and gas
business can make. The Climate Disclosure Project
ranks it as one of the most advanced in terms of
thinking through the transition to a lower carbon
future. Between 2014 and 2018, for example,
it reduced emissions from its onshore US gas
operations by 80% through reducing methane
leaks from its pipelines. 5 The methane intensity of
Equinor’s natural gas production is now around
one tenth of the industry average, and it has even
advocated for greater regulation on methane
leakage for the wider sector.

Another area which we should all be thinking
about is our own actions. Are we as consumers
cognisant of the impact of our own behaviour or
is it sometimes too easy to blame the corporate?
Shell has introduced a scheme in the Netherlands
where, for an extra cent on a litre of petrol, the
company claims it will offset the consumer’s carbon
emissions. So far 20% of Shell’s Dutch customers
have taken the company up on this offer.7 We all
need to be aware of the impact of our own actions
and that we, as consumers, are the end demand
point for hydrocarbons.

While still a relatively small part of their businesses,
both Shell and Equinor have moved into areas
like renewable electricity generation, with Shell
investing in wind energy in both the US and the
Netherlands. Shell’s involvement in wind energy
forms part of its New Energies business, which
is also involved in solar energy, biofuels, electric
vehicle charging, and funding new start-ups. As of
December 2019, its start-up arm, Shell Ventures,
listed investments in 44 different businesses, as
well as eleven holdings in fund/incubator style
investments. Shell and Equinor’s efforts represent
the right direction of travel, even if more work is
needed to ramp up activity.

As companies think more about their ‘social licence
to operate’, investors are increasingly thinking
about how companies can be part of the solution
to climate change. Oil and gas companies often
have significant resources and expertise – not least
the large scale engineering competencies needed
to overhaul the world’s energy infrastructure and
distribution networks. Those skills have been put to
good use in some cases, with companies like Royal
Dutch Shell and Equinor making tentative steps in
this direction. Investors should continue to engage
and keep up the pressure – it’s working.
The companies mentioned in this article are for general interest
and should not be taken as buy or sell recommendations.

4F
 or text box ‘Did you know’ section, see https://www.shell.com/energy-and-innovation/the-energy-future/what-is-shells-netcarbon-footprint-ambition.html
5 https://www.equinor.com/en/how-and-why/reducing-methane-emissions.html
6 We follow an engagement approach at Quilter Cheviot, but we are by no means the only professional investors doing this.
7 https://www.shell.com/media/news-and-media-releases/2019/shell-invests-in-nature-to-tackle-co2-emissions.html
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T H E O NLY WAY I S ESG … BU T WHAT IS IT?
Melissa Scaramellini – Fund Research Analyst
Environmental, Social and Governance investing is set to be one of the big trends for the 2020s. Yet
for all the attention ESG investing has received, there is still significant confusion about what it entails.
most material within each sector. For example,
various environmental issues may be considered
most important for oil & gas companies,
while governance may be amongst the most
important for financials. Incorporating ESG into
fundamental analysis in this way is referred to as
ESG integration.

Investors have traditionally paid most attention
to the ‘G’ out of ESG, particularly those qualityfocused fund managers who have included
identifying good company management as part
of their investment process.
Environmental (E) and social (S) issues have
been creeping up the agenda in recent years,
particularly as generational attitudes change
and there is an increasing awareness of issues
like climate change. As a result, ESG has become
much more prominent in the lexicon of investors.

ESG integration for the fund research team
involves assessing fund managers on not just
their approach to considering financial metrics
and ability to deliver performance but also to
considering material ESG issues and the extent
to which they actively engage with company
management and vote on these issues.

The surge in demand for ESG strategies has led
to a corresponding rush by asset managers to
develop their offerings in a previously unloved
space. There are an array of labels used for these
investments, including ethical, green, socially
responsible, sustainable, impact, thematic and
ESG. The confusing range of names largely
reflects the different nuances involved. It also
highlights the fact that there isn’t a clearly
defined language available or uniform approach
taken.

Ethical investing
People may be most familiar with the idea of
ethical investing, where various exclusions
are applied to a portfolio reflecting particular
beliefs or values. This used to be bit of a niche
area, with traditional exclusions including
alcohol, armaments, tobacco, animal testing
and gambling. However, exclusions have gained
in popularity among those who want to avoid
certain risks and those who want to align their
portfolios with their values e.g. no fossil fuels.

Responsible investing
This is the overarching category and involves
incorporating ESG risks and opportunities into
the investment process as well as engagement
with companies on ESG issues. It is important
to remember that a fund manager might decide
not to invest in a company if an ESG issue is
material enough to make it unattractive from a
fundamental analysis point of view, but it does
not mean a certain type of company will be
excluded by default.

What you don’t own you can’t engage with,
however. Divestment means that those still on
the shareholder register may have a vested
interest to keep doing whatever you don’t agree
with. But there are many who believe in the
power of divesting from companies as a form of
protest. Some oil companies such as Shell even
list divestment as a material risk in their annual
reports1.

ESG integration
Many managers have started considering ESG
risks and opportunities in an increasingly detailed
and systematic way within their fundamental
analysis, including identifying the risks that are

The key thing to remember is to check that the
fund excludes the beliefs and values important
to you personally, as there is a high degree of
subjectivity involved. One example would be that

1 https://reports.shell.com/annual-report/2018/strategic-report/strategy-business-and-market-overview/risk-factors.php
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Taking a pragmatic approach also means
the portfolio may include some exposure
to companies or sectors that do not sit
comfortably with a client’s values. We think that
by incorporating ESG risks and opportunities
into how they think about investments, as well
as by using their access to management teams
to engage on ESG issues, asset managers can
make incremental but important contributions
to catalysing much needed change across
industries.

one fund may exclude nuclear power due to its
toxic waste and disaster potential, while another
may see it as having a potential role to play in a
low carbon future.
Meanwhile, it is worth remembering that
excluding too many exposures – which can range
from alcohol to pornography to fossil fuels to
tobacco to animal testing and more – constrains
the investment universe and so leads to a
tougher starting point for performance.
Sustainable investing
Sustainable investing includes investing in
companies that stand to benefit from themes
such as climate change, resource scarcity and
population shifts. It also includes companies with
products or services that have a positive impact
on society as well as companies that are rated
best in class on an ESG rating.
Sustainable funds often support companies that
align with their themes while screening out or
naturally avoiding companies that go against
values. Some sustainable investment funds have
strong skews to certain sectors or regions, such
as to the industrials or healthcare sectors, which
might make performance more volatile versus
mainstream indices. In addition, while some
companies and themes can have a very positive
investment case (e.g. electric vehicles), there may
be a negative impact to be considered as well
(such as cobalt mining for the batteries).
Positive change
Our positive change approach takes the view
that all companies in all industries need to make
changes to improve on E, S and G issues. Our
approach combines a core of managers that
integrate ESG risks and opportunities or engage
actively with companies to try to seek improved
E, S or G practices, alongside a satellite allocation
to sustainable investments.
The pragmatic approach taken to this kind of
portfolio may mean that investments with limited
opportunity for ESG considerations (such as
government bonds) may be included from a
portfolio construction point of view. However,
the satellite exposure to sustainable investments
will tilt the portfolio towards companies
that contribute positively to society and the
environment.
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GLOSSARY
Over-boarded: Where non-executive directors
are deemed to have a potentially excessive
number of non-executive positions and the
concern is whether they have sufficient time to
contribute to the board of the company

Clawback (and malus): Incentive plans should
include provisions that allow the company,
in specified circumstances, to ensure that a
recipient:
•

•

forfeits all or part of a bonus or long-term
incentive award before it has vested and been
paid – this is called ‘malus’ and/or

Pre-emption rights: These give shareholders
first refusal when a company is issuing shares

pays back sums already paid – this is called
‘clawback’

Premium listing: This was previously known as a
primary listing for the London Stock Exchange.
A company with a premium listing is expected
to meet the UK’s highest standards of regulation
and corporate governance

Disapplication of pre-emption rights: Existing
shareholders do not have first refusal on new
shares and therefore their holdings will be diluted
Long-term incentive plan: Different companies
will give different names to these – essentially
these are equity-based variable awards which
are subject to meeting specified performance
metrics. The performance period should be at
least three years and it is preferred that there is
an additional holding period

SID (Senior Independent Director): The SID
position is taken by an independent NED.
The SID often plays a critical role in ensuring
communication channels are open between the
board and shareholders.
Tender – bid waiver: This is the right to waive
the requirement to make a general offer under
rule 9 of the Takeover Code

NEDs (Non-Executive Directors): These are
directors who act in advisory capacity only,
however they should hold the executive directors
to account. They are not employees of the
company, however they are paid a fee for their
services

Total shareholder return (TSR): Is a measure
of the performance of a company’s shares; it
combines share price appreciation and dividends
paid to show the total return to the shareholder
expressed as an annualised percentage.
UNPRI (United Nations’ Principles for
Responsible Investment): It works to
understand the investment implications of
environmental, social and governance (ESG)
factors and to support its international network
of investor signatories in incorporating these
factors into their investment and ownership
decisions.
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O U R OFFICES

GLASGOW OFFICE
Delta House
50 West Nile Street
Glasgow G1 2NP
t: +44 (0)141 222 4000

EDINBURGH OFFICE
Saltire Court
20 Castle Terrace
Edinburgh EH1 2EN
t: +44 (0)131 221 8500
LIVERPOOL OFFICE
5 St Paul’s Square
Liverpool L3 9SJ
t: +44 (0)151 243 2160

BELFAST OFFICE
Montgomery House
29-33 Montgomery Street
Belfast BT1 4NX
t: +44 (0)28 9026 1150

MANCHESTER OFFICE
4th Floor, The Pinnacle
73 King Street
Manchester M2 4NG
t: +44 (0)161 832 9979

EDINBURGH

QUILTER CHEVIOT EUROPE
Hambleden House
19-26 Lower Pembroke Street
Dublin D02 WV96
Ireland
t: +3531 799 6900

GLASGOW

LEEDS OFFICE
2nd Floor, Toronto Square
Toronto Street
Leeds LS1 2HJ
t: +44 (0)113 513 3933

BELFAST

DUBLIN

BRISTOL OFFICE
3 Temple Quay
Temple Way
Bristol BS1 6DZ
t: +44 (0)117 300 6000

LEEDS
LIVERPOOL

MANCHESTER

LEICESTER

BIRMINGHAM

LONDON

BRISTOL
SALISBURY

SALISBURY OFFICE
London Road Office Park
London Road
Salisbury SP1 3HP
t: +44 (0)1722 424 600

JERSEY

LEICESTER OFFICE
1st Floor
7 Dominus Way
Leicester LE19 1RP
t: +44 (0)113 513 3933
BIRMINGHAM OFFICE
8th Floor, 2 Snowhill
Birmingham B4 6GA
t: +44 (0)121 212 2120

LONDON OFFICE
Senator House
85 Queen Victoria Street
London EC4V 4AB
t: +44 (0)20 7150 4000

INTERNATIONAL & JERSEY
3rd Floor, Windward House
La Route de la Liberation
St Helier
Jersey
JE1 1QJ
t: +44 1534 506 070

To find out more about Quilter Cheviot or how we can help you, contact us on
020 7150 4000 or marketing@quiltercheviot.com

quiltercheviot.com
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Investors should remember that the value of investments, and the income from them,
can go down as well as up. Investors may not recover what they invest.
Past performance is no guarantee of future results.
Quilter Cheviot Limited is registered in England with number 01923571, registered office at Senator House, 85 Queen Victoria Street,
London, EC4V 4AB, England. Quilter Cheviot Limited is a member of the London Stock Exchange; is authorised and regulated by the
UK Financial Conduct Authority; has established a branch in Jersey and is regulated under the Financial Services (Jersey) Law 1998
by the Jersey Financial Services Commission for the conduct of investment 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.

quiltercheviot.com

