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Stock Examples – Companies referred to in this report have been chosen for illustrative purposes only to demonstrate 
our Responsible Investment process and are not intended to be an indication of performance. This information should not 
be considered a recommendation to buy or sell any particular security. There is no assurance that any securities discussed 

herein will feature in any future strategy run by us. Any examples discussed are provided purely to help illustrate our 
investment style or, are given in the context of the theme being explored. The securities discussed do not represent an entire 

portfolio and in the aggregate may represent only a small percentage of a strategy’s holdings. 

To help us continually improve our service and in the interest of security, we may monitor and/or record telephone calls.



F O R E W O R D

J A N E  H E N D E R S O N
Managing Director

Few would deny that sustainability 
should be high on the strategic 

agenda of companies around the 
world. The risks are well-known, 
environmentally and socially, 
and the scope and seriousness of 
those risks continues to grow. But 
more positively, the opportunities 
across these many issues are also 
multiplying. Years of investment 
and technological development have 
brought new processes and materials, 
allowing significant environmental 
improvements. On the rising bar of 
social credentials, as we have engaged 
with companies over the course of the 
Covid-19 pandemic we have heard 
countless reports of management 
actions going far beyond usual 
corporate rhetoric. Consumers, as 
well as employees, will remember 
those companies that stepped up 
when it was needed. 

In recent years we have witnessed 
so many companies commit to 
meaningful strategies to establish 
strong environmental credentials, 
improve workplace standards and 
strengthen governance structures 
through greater transparency and 

more diverse representation. There 
has been far less PR spin and fewer 
unrealistic targets that could never be 
judged or assessed. This year in fact we 
have seen a number of companies often 
labelled sustainable leaders, go back 
to basics and look at their targets. We 
have seen more defined, shorter-term 
targets that can be robustly measured, 
and reported on. That focused 
reassessment, honing in on what can 
be achieved, albeit with effort and 
ambition, is very much aligned to our 
own approach as a business.

Within our investment philosophy 
and indeed across the way we run 
our business, we have always tried 
to keep things simple. To distil what 
we do isn’t necessarily easy but it is 
incredibly powerful, in our view. So 
with sustainability, our work over the 
past year has been to try to keep things 
simple, to focus our efforts on where 
we can make meaningful change and 
impact. This Annual Sustainability 
Report includes updates from those 
leading our efforts in responsible 
investment and in our corporate 
sustainability. It has been a busy 
year. Much of our work over the past 

 In recent years we have witnessed so many companies commit to 
meaningful strategies to establish strong environmental credentials, 
improve workplace standards and strengthen governance structures 
through greater transparency and more diverse representation. 
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Since Walter Scott was 
established in 1983, our 
purpose has been to 
build prosperity through 
considered long-term 
investing. We believe the 
interests of our clients, 
stakeholders and broader 
society are best served by an 
active investment approach 
that prioritises responsibly 
managed companies capable 
of sustaining exceptional 
levels of wealth generation. 

This approach is 
underpinned by a commitment 
to disciplined research, 
rigorous analysis of company 
fundamentals, and a team-
based decision-making 
framework that encourages 
debate and challenge.  
Our culture is simply a 
reflection of our purpose  
and investment beliefs:  
client-focused, collegiate  
and resolutely long term.

OUR PURPOSE

twelve months has been prompted by 
regulatory change with new standards 
to incorporate and communicate. 
Perhaps less obvious has been the 
work we have done in establishing 
groups and more formal teams of 
individuals from across the firm, to 
not only ensure we meet the highest 
standards in regulatory reporting 
and disclosure, but to also ensure that 
across our own practices, we continue 
to challenge ourselves and improve.

Consistency is perhaps the defining 
hallmark of our firm. But consistency 
does not come from standing still.  
It comes from careful evolution.  
It comes from regular reassessment, 
consideration and discussion. Our 
business strategy has long centred 
around an ambition, not to be the 

 Consistency is perhaps the defining 
hallmark of our firm. But consistency  
does not come from standing still. It  
comes from careful evolution. It comes  
from regular reassessment, consideration 
and discussion. 

biggest but to be the best. That  
strategy certainly extends to our 
sustainable practices, our people  
and our governance.

I hope that you enjoy reading this 
annual review of the research team’s 
work and engagement as well as our 
efforts as a firm. We expect a lot  
of the companies that we invest in  
on your behalf around the world.  
We also expect a lot of ourselves. 

Jane Henderson, Managing Director

Best wishes,
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R E S P O N S I B L E 

We are entrusted to invest on behalf 
of our clients around the world over a 
long-term investment horizon. In that 
context, it is inconceivable that we 
would not invest in a responsible way, 
in every sense. We look for companies 
that meet our defined investment 
criteria. This places as much importance 
on management talent, operational 
efficiency, rigour and best practice, 
governance and culture as it does 
financial metrics. 

C O N S I D E R E D 

With a long-term investment horizon 
and a highly considered, and reflective, 
investment process, we take time 
to consider every company on its 
merits. We spend a great deal of time 
determining material issues and 
assessing company actions and reports 
through that lens. We don’t apply 
broad-brush rules or impose a series 
of exclusions. Instead, we collectively 
consider the context and make 
informed, and collective, judgements.

I N Q U I S I T I V E 

Our research is multi-faceted. From 
desk-based research to engagement 
with management, visits to factories or 
stores, discussions with, and analysis 
of, suppliers or competitors, we must 
build a comprehensive picture of any 
company, and then challenge it. 

I N T E G R A T E D
 

Every member of the Research team 

A B O U T  U S

is responsible for understanding 
how companies’ sustainability 
credentials stack up. There is no 
separate responsible investment 
team. This is deliberate. These 
factors are too important. They are 
integral to our investment analysis 
and decision-making, not an adjunct. 
Consideration of all the opportunities 
and challenges relevant and material 
to any investment company must be 
integral to our research and decision-
making. With our focus on ‘bottom-
up’ research, our investment process 
is deliberately structured to discard 
companies where ethical, governance, 
environmental or social standards pose 
material risk to the achievement of the 
long-term portfolio return targets. 

In researching any company, 
regardless of geography or sector, we 
apply the same analytical framework. 
That framework forms an important 
part of the overall research process  
and is based on seven areas of 
investigation. It may be appropriate to 
consider sustainability factors across 
almost any aspect of a company’s 
business and therefore all seven areas. 
One of those seven areas is titled 
integrity. Our analysis within that 
area is in turn structured around four 
important areas: 

Environmental Considerations 
What is the impact of a company’s 
activities on its wider environment and 
how does it approach its environmental 
obligations? 

Carbon Risk & Climate Change 
What is the impact of a company’s 

activities on climate change? What is its 
exposure to the physical and financial 
risks of climate change and the 
transition to a low carbon economy?

Human and Social Capital 
How does a company approach its people, 
stakeholders, and wider society? How 
robust is its social license to operate?

Governance 
Does a company adhere to  
appropriate standards of corporate 
governance and oversight? To what 
extent does management discharge  
its obligations to stakeholders in a  
fair and responsible manner? 

E N G A G E D 

Engagement is what we do every day. It 
might have a specific goal, but equally 
there need not be a discrete objective. 
We expect every company we invest in 
to engage on issues of sustainability. 
We focus on getting to know and 
understand every business and its 
industry in order to seek out the issues 
that matter most for the sustainability 
of those businesses and those industries. 
If a business is not well positioned, with 
our long-term investment horizon, it 
is uninvestable. In this way, we take a 
bespoke approach for each company 
and industry so that we focus on the 
issues that matter most. We avoid 
box ticking; simply put, it wastes 
management teams’ time, our time and 
does not fulfil our fiduciary duty. Our 
focus is also very much on establishing 
two way conversations. Engagement, for 
us, is more often a nudge over time as it 
is a formal engagement for change.
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EVOLUTION IN RESPONSIBLE INVESTING

2020
Walter Scott Climate Change Policy 

agreed

Commenced formal project to 
review engagement activities, 

associated objectives and policies

2020
First Independent 

Non-Executive Chair 
appointed

1983
Firm founded

2010
Response to UK 

Stewardship Code

1990
First client with 

ESG restrictions

2012
Walter Scott 
Proxy Voting 

Policy agreed (to 
replace previous 

guidelines)

2014
Response to Japan 
Stewardship Code

2015
Informal ESG 

working group 
established 2017

Joined UN PRI

Walter Scott ESG Policy 
agreed (since revised)

2019
Joined ICGN

Formal ESG Group established

Walter Scott Engagement Policy agreed

2019
First Independent 

Non-Executive Board 
appointment

ESG@WS  
Group established

2016
ESG Champions appointed 

from within Investment team

2008
Board committee 

structure introduced

2021
Head of 

Investment 
Operations and 

Sustainability 
and Investment 

Manager –
Responsible 

Investment 
appointments

2021
Investment 

Stewardship 
Committee 
established
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PROCEED PROCEED PROCEED

PROCEEDPROCEED

I D E A S
Does the company  

operate in an area where 
environmental and/or social  
impacts are often negative?

Is the company well-positioned to improve 
its environmental footprint, social impact 
and/or address any regulatory change?

Is there evidence of a healthy, supportive 
corporate culture?

Anything unusual in the ownership or 
governance structure?

Are the company’s accounts 
qualified in any way?

D I S C U S S I O N
What are the material sustainability 

risks within the investment case?

Are there meaningful opportunities around 
sustainability?

Do we rate the company’s sustainability 
approach and targets?

Can we meet senior management?

Can we talk to non-executive board 
members?

PROCEED

I D E A S
T E A M  

D I S C U S S I O N
R E S E A R C H R E S E A R C H

T E A M  
D I S C U S S I O N

T E A M  
D I S C U S S I O N

T H E 
I N V E S T M E N T 
P R O C E S S
I N T E G R A T I N G  S U S T A I N A B I L I T Y



PROCEED PROCEED PROCEED

P R E S E N T A T I O N
Are we confident that the long-term 

interests of shareholders are aligned with 
those of management?

Do we believe the company has the 
commitment, knowledge and people to strive 

and to improve?

Do we have sufficient trust and confidence 
in the long-term sustainability of this 

business to invest today?

R E S E A R C H
What are the standout strengths, 

anomalies or oddities in the financial 
reports and accompanying sustainability 

reporting?

Anything of note from a review of 
qualifications and experience across the 

management team and board?

Review of relevant external sources and 
reports.

Are the company’s sustainability 
targets credible and ambitious?

PROCEED PROCEED PROCEED

M O N I T O R

S T O P

P R E S E N T  
T O  E N T I R E 

T E A M

R E - P R E S E N T 
T O  E N T I R E 

T E A M
R E S E A R C H R E S E A R C H

P R E S E N T  T O 
E X E C U T I V E

I N V E S T

T H E 
I N V E S T M E N T 
P R O C E S S



F R O M  T H E  
R E S E A R C H  T E A M 

A N N U A L  R E V I E W

Interest in all aspects of responsible 
investment continues to grow. 

Companies devote ever more time 
and resource to demonstrating 
commitment and credentials across 
environmental and social issues. The 
expected standard of governance 
continues to rise. The common 
idiosyncrasies of old are much harder 
to justify. The range of information, 
data and reporting frameworks at 
our fingertips as analysts grows in 
scope every year. Regulatory change 
has also become a more prominent 
issue as the need to evidence our 
work, from research to engagement, 
also continues to grow. 

With such change, not just over the 
past year but now over several years, 
it often makes sense to stop and 
assess. In our case, certainly not to 
change our investment philosophy, 
our investment principles or our 
fundamental integrated approach but 
to ensure we are doing this as well 
as we can. To ensure we are making 
the most of the many new sources 
of information. To support ongoing 

A consistent framework means that 
we can have confidence in the rigour 
of all our research, we can compare 
companies across geographies and 
sectors, and perhaps most importantly 
given our highly selective and long-
term approach, we can hone in on 
what matters. Finding, exposing, and 
then debating those material risks 
and opportunities, qualitative and 
quantitative, financial, and otherwise 
is a critical part of our approach. 
Data and information that might 
fall within the common definition of 
responsible investment might in turn 
be considered under a number of those 
seven sisters. One of the seven areas, 
integrity, is however, where matters 
of responsible investment are most 
prevalent and so we have expanded 
that part of our framework, to both 
ensure systematic review of material 
issues, and amplify our focus. 

In early 2021 we developed and 
incorporated a proprietary document 
specifically focused on integrity, 
sustainability and governance into our 
research process for initial company 
presentations and annual reviews. 
That Integrity document prompts 
and records our analysis of material 
sustainability risks and opportunities 
for each business.

A L A N  E D I N G T O N
Investment Manager, Responsible 
Investment

 To protect our longstanding and 
integrated approach to responsible 
investment, we recognised the need to evolve 
our practices and to continue to learn. 

training in what are becoming technical 
areas of analysis whilst also making 
sure that we are working effectively 
together sharing that learning and 
experience as we compare the practices 
of some of the best companies, in our 
view, around the world, companies 
that we speak to every day. ESG is a 
snappy acronym but the subjects that it 
encapsulates are so diverse. Some areas, 
scope 1 carbon emissions, for example, 
might fit quite neatly into a box, social 
issues around privacy concerns or 
human rights, for example, are a matter 
of judgement, and trust.

To protect our longstanding and 
integrated approach to responsible 
investment, we recognised the need to 
evolve our practices and to continue 
to learn. In 2020 we took the time, 
to reflect, reassess, and challenge our 
processes and approach and this year 
we have begun to implement a number 
of changes. Below, an attempt to 
summarise those changes and all that 
has gone on in what has been a busy year.

1 .  I N T E G R I T Y  A N D 
S U S T A I N A B I L I T Y

Every company that we research is 
viewed and assessed through the same 
framework, our seven sisters.  
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As the landscape that businesses 
operate in has evolved over the years, 
so have the areas that we consider it 
important to investigate in our research 
into each business. At the same time, 
the amount of information available 
to us has grown significantly. This 
expanded Integrity document within 
the broader seven sisters framework 
allows us to ensure sustainability 
factors are not only integrated but are 
both standardised and integral. As an 
aid to the team, we have incorporated 
the SASB (Sustainability Accounting 
Standards Board) materiality map as a 
source of reference.

The document formalises consistent 
investigation in four key areas - 
Environmental Considerations, Carbon 
Risk and Climate Change, Human 
and Social Capital and Governance. 
Each of the four sections has a series 
of prompts, to help stock champions 
focus their analysis on the material 
sustainability risks and opportunities 
faced by the company in question, 
whilst also adding insight to any 
notable engagement either underway 
or planned.

2 .  P O L I C I E S  A N D 
O V E R S I G H T

We upgraded our responsible 
investment policies to give some 
more detail on our approach and 
perspectives and added those  
policies to our website as part of a 
parallel effort to better communicate 
that approach.
 
We also took a detailed look at our 
governance structures. One outcome of 
that work has been the establishment 
of an Investment Stewardship 
Committee, in essence combining 
our previous ESG Group and Proxy 
Voting Committee. It is made up 
of senior people from across the 
business, including a number of senior 
research personnel. The committee 
ensures compliance with our Proxy 

Voting and Engagement policies, and 
with regulatory requirements. The 
committee meets quarterly and on  
an ad-hoc basis when required.
 
The Investment Stewardship 
Committee is also responsible for 
monitoring progress of engagements 
and for deciding if and how to proceed 
if we are not happy with progress. All 
collaborations are overseen by the 
Investment Stewardship Committee, 
so where we work with industry bodies 
or other investors, the committee will 
manage and oversee that collaboration. 
We will only undertake to work with 
other investors if we believe it is likely 
to prove effective and is in the best 
interests of our clients.
 
Within this work we also considered 
the TCFD (Task Force on Climate 
Related Disclosures) recommendations 
and we are hopeful that we will 
have reporting aligned with TCFD 
in this reporting cycle. We are also 
encouraging investee companies to 
align their reporting with TCFD.  

3 .  A R M I N G  T H E  T E A M 
W I T H  T O O L S  A N D 

K N O W L E D G E

We continue to look closely at new 
data sources that could be useful to 
include in our investment analysis 
and reporting. If there is a common 
theme through all our work, it is 
trying to focus on what is material and 
differentiate between unhelpful noise 
and useful insight. In practical terms 
this is perhaps most obvious when it 
comes to data, given the myriad of new 
providers and sources. Our efforts are 

therefore focused on identifying what 
might make gathering and comparing 
data more efficient and adding a new 
and valuable perspective. Our ongoing 
training also continues with a regular 
programme of speakers from academia 
and industry. 

4 .  C O L L A B O R A T I V E 
R E S E A R C H : 

I N V E S T I G A T I N G 
C A R B O N

Over the past twelve months, the 
research team undertook a major 
collaborative project looking at carbon 
which is now summarised on our 
website, and in the article that follows 
on page 13.

One of the initial objectives of the 
carbon project was to build the 
collective knowledge of the research 
team about what is undoubtedly  
an exceptionally important topic. 
Climate action will intensify over  
our investment horizon, so 
understanding what that means for 
our companies must be a crucial 
component of our analysis.

Having taken the time to challenge 
previous assumptions, consider the 
latest thinking across a range of 
perspectives and collectively discuss 
the many facets of the carbon debate 
and its infinite ramifications we are 
certainly now in a better position  
when it comes to analysis.

On a practical note, we have  
enhanced our research process 
to better document the risks and 
opportunities associated with climate 

 If there is a common theme through all 
our work, it is trying to focus on what 
is material and differentiate between 
unhelpful noise and useful insight. 
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change and we now have a stronger 
foundation to look for companies that 
will meet our investment criteria. 
We recognise that a company’s direct 
emissions are not nearly as important 
as its contribution to the overall 
system. Our flexible, considered 
assessment accommodates this more 
nuanced approach.

We believe that every company in 
the portfolio should be relevant in, 
or making a positive contribution 
towards, an energy system capable  
of limiting global warming to  
1.5 degrees Celsius. Companies  
that are not relevant, face growing 
risks in our view.

5 .  E N G A G E M E N T

Ongoing dialogue with companies has 
always been an important part of our 
investment approach. As long-term 
investors, the areas that we focus on 
have always been the kind of issues 
that the more recent campaigns to 
encourage engagement between 
companies and institutional investors 
seek to encourage. 

Every meeting with a company is a two 
way exchange. We make clear in our 
engagements what we think makes 
a good business. Through this and 
our line of questioning, we are always 
challenging and nudging management 
teams to continue to improve.

However, again, reflecting our wish to 
continually improve and be as effective 
as we can be, we now delineate 
between engagement for information 
and engagement for change. Where we 
engage with companies to try to bring 

about positive change, we have recently 
introduced a structured and formal 
process. Whilst always hesitant to add 
additional layers of process, we are 
confident this new structure will better 
leverage the experience of the research 
team in determining the best approach 
to engagement for individual issues 
or situations. In turn, that time and 
attention at the outset should allow us 
to set more defined objectives, which 
then allows us to judge success or act as 
a reference point to discuss escalation 
in our engagement or the option of a 
collaborative approach with industry 
groups and peers.

Beyond providing a summary of what 
we have been up to over the past 
twelve months, I hope this review also 
provides a sense of why we have made 
these changes and where our ambitions 
and focus lie. Underlying everything, 
for us, is a wish to keep things simple. 
To filter out noise and focus on what 
is relevant, material and of value to 
our analysis, engagement, and debate. 
Like other aspects of our investment 
approach, responsible investment, 
for us, comes down to our consistent 
and integrated research approach and 
bringing to bear the experience of the 
whole team in testing our research and 
making decisions.

 Beyond providing a summary of what we have been up to over the 
past twelve months, I hope this review also provides a sense of why we 
have made these changes and where our ambitions and focus lie. 
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T H E  J O U R N E Y  T O  A 
C A R B O N - N E U T R A L 

E C O N O M Y 

On 20 January 2021, President 
Joe Biden sat at the Oval Office’s 

Resolute desk for the first time and 
signed an executive order returning 
the US to the Paris agreement on 
climate change. As a result, all of the 
world’s top emitters of greenhouse 
gases will now sit around the table at 
the UN Climate Change Conference, 
COP26, in Glasgow this November. 
Expectations are high. The pressure 
will be on for countries around the 

A L A N  L A N D E R  A N D  T O M  M I E D E M A ,  I N V E S T M E N T  M A N A G E R S

Climate and carbon are themes set to define the investment landscape for generations to come.  
As long-term investors, how do we ensure that portfolios are best positioned to benefit in this  

lower-carbon world? 

A L A N  L A N D E R
Investment Manager

T O M  M I E D E M A
Investment Manager

world to commit to more aggressive 
emissions reduction plans, doubling-
down on the ambitions of that 
landmark Paris accord. 

For some, the commitments made in 
November won’t go far enough. Others 
will question whether the cost of 
achieving decarbonisation will justify 
the benefits. Either way, there is no 
denying the growing international 
momentum behind decarbonisation, 

a trend that is reshaping not just the 
global energy industry, but the global 
economy more generally.

Whilst momentum for change may 
have intensified, the issues of climate 
change are not new. At Walter Scott, 
we have long considered its impact 
on the companies in which we invest. 
Emissions-intensive businesses are 
scrutinised by our Research team in 
order to understand their sustainability 

CASE STUDY

 There is no denying the growing international momentum behind 
decarbonisation, a trend that is reshaping not just the global energy 
industry, but the global economy more generally. 
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in a world seeking to limit global 
temperature rises. But, with climate 
action set only to intensify over our 
investment horizon, climate change 
must be an increasingly important 
point of consideration for each and 
every investment. 

It was in this context that, in 2019, 
the Research team embarked on an 
in-depth research initiative with the 
goal of building on our collective 
knowledge in this area, in particular 
the strategies and technologies that 
will shape the transition to a lower 
carbon economy in the coming 
decades. Over the course of 18 months, 
a dozen members of the Research 
team were directly involved in the 
project, researching different topics 
and sharing their findings through 
detailed presentations and discussion 
with the rest of the team. 

We have attempted to summarise this 
project in a number of articles and 
short films on our website, hopefully 
providing a taste of the research 
that was undertaken and how that 
work might shape the thinking of the 
Research team looking forward over 
the long term. 

Uncoupling carbon emissions from 
economic growth is no easy task. 
Energy is the fuel that powers 
economic development. Moreover, 
cheap and reliable energy (like that 
provided by carbon-intensive fossil 
fuels) remains critical in lifting the 
world’s poorest people out of poverty. 
Decarbonisation cannot become a 
barrier to such progress.

Accepting that the world’s population 
will continue to grow, and that all 
of its inhabitants should have the 
opportunity to improve their economic 
fate over time, how does the world 
become less carbon intensive? To do so 
and to generate more energy with less 
emissions, we believe there are three 
major levers that the world has to pull. 

BREAKING DOWN CARBON EMISSIONS

Starting 
Emissions

Ending 
Emissions

Population 
Growth

GDP/ 
Capita

Energy 
Intensity

Carbon 
Intensity

Carbon 
Removal

The first is to reduce the energy 
intensity of economic activity. This has 
already been happening slowly as new 
technologies have been developed that 
reduce the energy required to produce 
one unit of output. The increasing 
component of services within global 
GDP also aids this trend. On the one 
hand, it is as simple as adopting LED 
lighting technologies in buildings 
globally. On the other hand, it involves 
a root-and-branch redesign of the 
way we make, use and waste products 
through a shift towards the concepts of 
a circular economy.

Second, the energy we use needs to 
become less carbon intensive. Global 
energy supply is no less reliant on 
carbon today than it was 20 years ago. 
Improvements in the energy mix that 
have been achieved in the developed 
world have largely been offset by 
growth in less developed economies 
powered by emission-heavy energy 
sources. Electrification will be the key 
enabler in this area, with growth in 
renewable generation underpinning 
its carbon credentials. However, a 
suite of other solutions will also be 
critical including gas switching, 
battery storage, electric vehicles, the 
development of a hydrogen economy 
and even revisiting the debate around 
nuclear power. 

The final lever is carbon removal. 
If the goals of the Paris agreement 
are to be achieved, carbon removal 

will be big business come the middle 
of the century. The requirement for 
carbon-removal technology is often 
set in the context of industries with 
hard-to-abate emissions like steel and 
cement production or aviation. This 
is true, but in reality the prevalence 
of carbon removal will likely stretch 
much further than that. The more 
carbon dioxide that can be cheaply 
and effectively removed from the 
atmosphere and stored in a permanent 
sink, the less the world will rely on 
other more expensive emissions-
reduction technologies. Today, the 
nascent carbon-removal sector relies 
on nature-based solutions such as 
afforestation. However, in time, 
technical carbon capture and storage 
are expected to grow alongside the 
importance of this developing market.

D I R E C T I O N  O F  T R A V E L

The pace of development in each of 
these areas will be influenced by the 
evolution of global carbon taxation 
regimes. Higher carbon prices are 
inevitable as governments seek to 
incentivise emissions reduction and 
stimulate innovation that will add to 
their future decarbonisation arsenal.

It is clear that climate and carbon 
are themes that are set to define the 
investment landscape for generations 
to come. All too often, investment-
related discussions in this area 
focus on the risks, identifying those 
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companies with most to lose and 
then determining whether those 
risks warrant divestment. Of course, 
this is a necessary debate (and it is 
addressed in this analysis of the oil 
& gas industry) but, for a long-term 
investor, the significance of the coming 
energy transition lies in investment, 
not divestment.

The scale of investment required to 
decarbonise the global economy over 
the next 40 years is colossal. From 
technologies that already have traction 
from a commercial standpoint, such as 
renewable power generation, electric 
vehicles and green building materials, 
to others that remain in development 
today, but will ultimately form part 
of the solution, such as hydrogen and 
carbon capture and storage. Investment 
in all of these areas needs to be at scale 
and at pace. This will undoubtedly 
create a plethora of investment 
opportunities in the years ahead.

Of course, navigating such an 
investment environment will not be 
simple. The returns on investment in 
new technologies and new industries 
are far from certain. Many exciting 
“green” technologies may never 
achieve the necessary economics to 
drive commercialisation. For others, 
commercial adoption may be swiftly 
followed by commoditisation. As 
ever, we will focus on the individual 
businesses. Careful, rigorous, company 
analysis will be the tool we use to sift 
through the hype and hyperbole, to 
find leading companies with defensible 
competitive advantages and high levels 
of return, to complement the tailwind 
of “green growth”. 

P O R T F O L I O  C O N T E X T

What is clear today is that, in order 
for a company to deliver long-term 
growth and sustainably high levels of 
profitability, it must be relevant in the 
context of the journey to a carbon-
neutral global economy on which the 

world has now embarked. For this 
reason, we believe that all companies 
in the portfolio should be relevant in a 
global energy system compatible with 
limiting global warming to 1.5°C 1.

The global energy system (or at least a 
significant part of it) can be viewed as 
an exhaustive collection of individual 
company contributions. Each one adds 
to the system both directly, through 
consumption and production of energy, 
but also through its influence on the 
system as a whole. We believe that 
system-wide emissions are the most 
important factor to consider when 
evaluating a company’s sustainability 
credentials, not just its direct impact. 
A company that is contributing to 
system-wide emissions reduction (net 
of its direct emissions) can form part of 
an equation that solves for lower global 
temperature rise (irrespective of those 
direct emissions).

For example, as discussed in the 
article on buildings emissions, Daikin, 
the Japanese air-conditioning (AC) 
manufacturer, is an industry leader in 
the production of energy-efficient AC 
units. As the global population grows, 
urbanisation continues and individuals 
become wealthier, so demand for air 
conditioning rises. The more of that 
demand that is satisfied by Daikin’s 
industry-leading products, rather than 
the less efficient units offered by its 
peers, the better the result for system-
wide energy efficiency. 

Such system-wide influence, reducing 
energy consumption through the 
use of highly-efficient AC units, far 
outweighs any contribution Daikin can 

make through reducing the emissions 
it generates manufacturing those 
products. All that said, it goes without 
saying that any sustainably managed 
company should be cognisant of the 
trajectory of its direct emissions 
and look to reduce unnecessary 
environmental impact wherever 
possible. Indeed, in the case of Daikin, 
it has made strong progress reducing 
its direct emissions footprint and 
has ambitions for further reductions 
through 2030 and, ultimately, to net 
zero beyond.

The application of this system-wide 
framework for the consideration of 
emissions is well suited to Walter 
Scott’s company-focused approach to 
investment. The global energy system 
is too complex to adopt a one-size-fits-
all solution to emissions reduction. 
Indeed, we strongly believe that any 
attempt to do so would be counter-
productive. Like Ricardo’s theory of 
comparative advantage, which argues 
that global output is maximised 
through specialisation and free 
trade, so the world is most efficiently 
decarbonised through allocation of 
resources to those with a comparative 
emissions advantage. A blinkered view 
of emissions at a corporate level risks 
forgoing such system-wide benefits.

We believe that this pragmatic 
approach will help us to avoid 
companies exposed to significant 
climate risk be that over the short 
or long term. More importantly, 
we are assured that this approach 
will also help us to identify those with 
the most to gain from the coming 
energy transition.

 We believe that system-wide emissions 
are the most important factor to consider 
when evaluating a company’s sustainability 
credentials, not just its direct impact. 
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E N G A G E M E N T

 Compass has continued to improve upon its own approach, as 
well as doing more to proactively support its customers achieve  
their respective goals. 

Through the integration of 
sustainability analysis into 
our investment process and 
a commitment to the highest 
standards of stewardship, we 
can better protect and grow 
our clients’ investments over 
the long term. 

We are committed to 
being good stewards of 
our clients’ assets. Through 
the responsible allocation, 
management, and oversight  
of capital, we aim to create 
long-term value for our clients 
and deliver sustainable 
benefits for the economy,  
the environment and society.

Regularly engaging with 
company management teams 
and exercising our shareholder 
voting rights in a considered 
manner help us make better, 
more informed investment 
decisions, and promote 
sustainability best practice.  

DEFINING STEWARDSHIP
Over the past year we have 

continued to engage with 
management teams on a regular basis 
and on an array of subjects. Whilst 
in-person meetings have not been 
possible, access to senior management 
has, if anything, increased. With 
almost everyone’s travel schedules 
curtailed we have been able to speak 
to a larger number of company 
representatives heading up specific 
areas of business and part of the 
executive management teams below 
board level, than we might otherwise 
have been able to do. Similarly, access 
to non-executive board directors has 
been greater than in prior years. This 
is something we have particularly 
welcomed and hope to retain that level 
of contact in the future.

Engagement can be defined and 
categorised as engagement for 
information or engagement for change. 
Increasingly, company management 
teams are asking us for views on 
how best to report on environmental 
and social issues, which metrics to 
focus on, which external initiatives to 
prioritise. We take this responsibility 
seriously and are keen to work with 
management teams to produce the best 
long-term results. The case studies that 
follow are selected from the past 12 
months to give a sense of the breadth of 
our approach and subject matter.

C O M P A S S
E S G

As the world’s largest contract food 
service provider serving offices, 
factories, municipal centres, 
universities and colleges and as 
a provider of associated services, 
Compass has first-hand experience of 
workplaces that had to adapt to stay 
open despite the pandemic and more 
recently those now planning a safe 
reopening. Over the course of last year, 
we have engaged frequently with the 
company and heard how it has been 
able to maintain services for those 
factories and offices that remained 
open and also efficiently and effectively 
introduced new protocols to keep those 
spaces safe and sanitised. 

In our most recent conversation with 
Compass in mid-May, both the CEO 
and CFO provided an update on 
working practices across their client 
base, sharing their perspectives on the 
reopening of offices. Many of Compass’ 
clients in London, New York and on the 
US West Coast are opening their offices 
in June for those who want to return, 
however, they acknowledged that the 
real test will come in September as 
school and university terms begin. 

In regards responsible business 
practices, Compass has continued 
to improve upon its approach, as 
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We distinguish between two types of engagement: 

Engagement for Information – a meeting or 
correspondence involving a two-way exchange of 
information. 

Engagement for Change – typically a series of one-
to-one meetings and correspondence, where we seek 
influence with a defined objective. An engagement 
for change will often relate to sustainability issues 
and our tailored approach enables us to focus on the 
issues or concerns material to each company. Through 
constructive dialogue, we encourage management 
to take the steps necessary to address areas of 
concern. Engagements for change are very often 
long-term in nature, involving numerous meetings 
with management and close monitoring of progress. 
Our experience of engaging with companies suggests 
there is no perfect sustainability scorecard and all 
companies face different issues of varying materiality. 
Given the rigour of our analysis before making an 
initial investment, we find the need for engagements 
for change relatively limited when compared to 
engagements for information. 

The decision to pursue a specific engagement 
objective can come from a number of sources: 
•  The stock champion responsible for a company 

identifies an objective and seeks confirmation 
to proceed from the Investment Stewardship 
Committee. 

•  Another member of the Research Team or 
Investment Executive identifies an objective and 
flags this to the stock champion responsible for the 
company. Agreement to proceed is then sought from 
the Investment Stewardship Committee. 

•  The Investment Stewardship Committee identifies 
engagement objectives for specific companies or a 
thematic engagement across multiple companies.

The criteria for engagement for change 
considered by the stock champion and the Investment 
Stewardship Committee include:

Does the company:
•  have material risks and/or opportunities  

for change, 

• that are addressable, 
•  where dialogue would contribute to  

positive change.

Where the answer to each of these is affirmative then 
the Investment Stewardship Committee has discretion 
to conclude that we should engage for change. The 
Committee and stock champion will agree objectives 
and milestones, which will be communicated to the 
company in question. Progress on an engagement for 
change is tracked and recorded through a number of 
potential stages: 
•  Stage 1 – Raise the issue with the company (typically 

in writing)
•  Stage 2 – Company responds acknowledging that 

there is an issue 
•  Stage 3 – Company demonstrates a plan to address 

issue
•  Stage 4 – Issue has been addressed, with evidence
•  Stage 5 – Issue has not been addressed – after 

consideration, the company reject our change 
objective

•  Stage 6 – The objective is no longer relevant  
(we have either sold the stock or the situation  
has evolved)

Should an engagement for change reach  
stage 5 or if the company has not acknowledged  
the issue, the Investment Stewardship Committee  
will consider escalating the issue. Issues are 
considered on a case-by-case basis, but possible 
escalation strategies can include: 
•    Communication with more senior management or 

board member. 
•    A formal letter. 
•    Engagement with the chairperson of the relevant 

board committee. 
•    Voting against or abstaining on management 

proposals. 
•    Collaboration with other investors. 

Typically, our preference is to use our influence 
as long-term responsible owners to engage with 
companies on areas of concern rather than divest. 
However, should our escalation strategy prove 
unsuccessful, we may choose to sell our investment. 

DEFINING ENGAGEMENT
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well as doing more to proactively 
support its customers achieve their 
respective goals. As the CEO put it on 
our call, client focus on ESG factors 
is now widespread and that focus 
is on ‘diversity, digital and net zero’ 
in that order. Meeting these rising 
expectations requires agility, financial 
resources and scale, meaning Compass 
is very well placed.

By way of example, the CEO 
highlighted the ‘scorecard’ used by 
UK public sector clients that now 
includes a “social impact measure” 
having previously focused “only on 
cost and quality”. Such steps are not 
restricted to the public sector. The 
CEO mentioned that the company’s 
biggest Brazilian healthcare client had 
recently increased its sustainability 
requirements significantly. 
Approximately 60% of Compass’ 
workforce is female, “with significant 
ethnic minority representation” but 
management acknowledged that there 
is room for improvement among senior 
management where around 62% are 
male. This is down from around 68% 
in 2018 but the company is still actively 
working to widen representation. The 
CEO also cited numerous football clubs 
as another illustration. These clubs are 
increasingly focused on community 
initiatives and in turn require that the 
Compass staff delivering services for 
those clubs reflect the composition of 
their supporter communities.

On environmental progress, Compass 
global top ten clients have all 
committed to net zero emissions at 
some point between 2030 and 2040, 
with Compass committed to net zero 
in the UK by 2030. Science based 
targets are to be introduced for the 

wider group by the end of this year. 
The CEO noted that previously the 
company had made mistakes when 
committing to ‘one size fits all’ targets 
for the Group. He stressed the need “to 
take the time to make sure we get this 
right” with a flexible framework that 
acknowledges different local challenges 
and opportunities. 

In the view of the team, Compass has 
demonstrated resilience and agility 
over the past year and our most 
recent call with management again 
provided reassurance that the company 
continues to operate responsibly 
despite the ongoing challenges. It has 
deepened its relationships with clients, 
effectively adapting and broadening 
the services and support that it offers 
those clients, which in turn allows 
them to responsibly support their 
employees and customers.

E X P E R I A N
E S G

A deepening commitment to 
responsible business was evident in 
a call towards the end of May with 
the CEO of Experian, the world 
leader in the provision of credit data. 
Despite the closure of many offices, 
Experian transistioned well to remote 
working last year. However, so long 
as regulations allow, management 
hope that Experian offices will start 
to re-open this summer. Echoing the 
perspective of Compass, the CEO noted 
that many staff had expressed a strong 

wish to get back to the office. As well as 
gathering feedback on employee views 
on a return to the office, the CEO also 
touched on feedback from more general 
employee engagement surveys that 
suggest that management’s approach 
of putting people first, protecting 
jobs, supporting people with working-
from-home technology and strong 
communication has paid off. A recent 
employee share scheme is an example 
of Experian’s visible commitment to 
its employees. This year, all staff below 
the top 800 managers (some 17,000 
employees) were awarded a one-off 
share award totalling approximately US 
$700 with a 2:1 matching payment if 
the individual is still employed in three 
years’ time. As a company that relies on 
people to ensure its technology remains 
world-leading and its service remains 
market-leading, the CEO was evidently 
pleased to report how well this had 
been received, not just from a monetary 
perspective but from a cultural 
perspective too.

Companies often talk about strong 
corporate cultures that in turn 
support and protect responsible 
business practices and standards 
in regard to employees, suppliers 
and wider stakeholders. Through 
our conversations with company 
management over the course of the 
Covid-19 pandemic we have been 
able to quiz management on how that 
culture has been put into practice, and 
whether previous words around culture 
have actually borne out in reality, when 
it has mattered.

R E C K I T T  B E N C K I S E R
E S G

A call with the CFO of Reckitt 
Benckiser in April provided a 

 A recent employee share scheme is an 
example of Experian’s visible commitment to 
its employees. 

 Echoing the perspective of Compass, the 
CEO noted that many staff had expressed a 
strong wish to get back to the office. 
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reassuring business update, as well 
as an update on the company’s effort 
to better define, demonstrate and 
direct its culture. Reckitt’s current 
CEO joined the company in 2019, 
with the CFO joining in April 2020 
and for both, culture was seen a 
largely untapped strength within the 
company. Today, Reckitt’s culture 
and purpose is articulated across four 
leadership behaviours: Ownership, 
Creating/Innovation, Deliver on 
Progress and Care. The first three date 
back to the 1990s with ‘Care’ recently 
added and intended to focus efforts 
not only in regard the environment 
but in regard to all stakeholders. As 
stated by the CFO on this call, the 
focus of the company is, and must 
be, to drive long term volume growth 
through innovative products, where 
sustainability and respect for all 
stakeholders is considered at every 
stage from design to manufacture,  
to distribution to sales. Whilst it is 
easy to talk about such a focus, and 
much more difficult to evidence such 
efforts, by incorporating ‘Care’ within 
its core values and purpose, Reckitt 
is at the very least making itself 
accountable and this is certainly a 
subject we will continue to raise with 
management, thereby building our 
own view on the company’s rhetoric, 
practice and success. 

I N D I T E X
E S G

Sustainability considerations 
are increasingly central to any 
conversation around fast fashion. 
While Spanish clothing retailer 
Inditex has long been a leader in the 
area, having made real progress in 
reducing its direct carbon footprint in 
recent years, there are still challenges 
with the significantly larger carbon 
emissions of its supply chain. When we 
spoke with Inditex’s Chair and CEO in 
March he confirmed that addressing 
the problem was a company priority, 
although one that would take several 
years to address satisfactorily. Inditex 

wants the apparel industry to be net-
zero by at least 2050, if not sooner and 
hopes to provide more detail on its 
plans later this year. On sustainability 
more generally, Inditex has a list 
of initiatives in place. Probably the 
most important is the ‘Join Life’ label, 
which is applied to products that 
use sustainable raw materials (think 
organic cotton, or lyocell, a cotton 
replacement with less environmental 
impact) and production processes 
that reduce environmental impact. 
At the end of 2020, 38% of Inditex 
products had this label. The company 
is also looking into improving the 
adoption of recycled fabrics, which is 
currently constrained by the lack of 
viable technologies that can recycle old 
material into workable raw material at 
scale. Reflecting the CEO’s belief that 
recycled fabrics have a significant long-
term role to play in the apparel market, 
Inditex is working in conjunction with 
Massachusetts Institute of Technology 
to try and develop technologies that 
surmount the current constraints. 

J A R D I N E  M A T H E S O N 
E S G

The announcement that Jardine 
Matheson was unwinding its 
longstanding circular holdings 
structure marked a major event in 
the company’s history. By delisting 
its Jardine Strategic business, the 
company simplified a complex, cross-
shareholding structure, which was 
originally put in place to discourage 
unwanted takeover advances. 
Under the terms of the deal, Jardine 
Matheson will acquire the 15% of 
Jardine Strategic shares that it doesn’t 

already own, resulting in a 43% 
interest In Jardine Matheson for its 
principal shareholders (family interests 
and other directors). Currently, Jardine 
Matheson owns 85% of Jardine 
Strategic, with Strategic owning 59% 
of Matheson and many directors sitting 
on the boards of both. The ownership 
and governance structure of Jardine 
Matheson has long been the subject of 
criticism, with both companies trading 
at a large discount to their net-asset 
values. This transaction ushers in a 
more conventional holding-company 
structure and is further evidence of 
the modernising influence of Ben 
Keswick. Since assuming the role of 
Chairman from his uncle two years 
ago, Keswick has brought a new 
perspective to managing Jardine, one 
that acknowledges increased investor 
emphasis on governance standards. 

S T R Y K E R 
E S G

Medical devices manufacturer Stryker 
published its first comprehensive 
annual corporate responsibility report 
not long before we had a call with the 
CEO Kevin Lobo in March, providing 
us with an opportunity to discuss 
some of the issues covered. Accessing 
this sort of data has been a challenge 
at Stryker given the decentralised 
structure of its operations, so it is a 
hugely encouraging development to 
see the company step up its efforts 
in this area. We were particularly 
struck by the efforts of Stryker’s 
Sustainability Solutions (SSS) to lessen 
its environmental impact and we asked 
whether there were plans to replicate 
this in other parts of the business. 

 The ownership and governance  
structure of Jardine Matheson has long  
been the subject of criticism, with both 
companies trading at a large discount to 
their net-asset values. 
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SSS reprocesses and remanufactures 
single-use medical devices and 
its ‘Redesigned for Sustainability’ 
initiative aims for environmental 
improvements throughout the entire 
reprocessing cycle. The CEO told 
us that by the very nature of its 
business SSS has always been in the 
vanguard of corporate responsibility 
implementation at Stryker, but that 
there were plans for similar initiatives 
at other divisions of the business, 
including schemes to reduce packaging 
and improve product designs. We 
also asked if there were any plans 
to follow the trend of incorporating 
sustainability targets into executive 
remuneration. Mr Lobo confirmed 
that the subject has been raised and 
that consideration was being given to 
which targets to include and how best 
to measure them. Not unreasonably, 
Mr Lobo is keen for any goals to be 
stretching but achievable and he 
took note of our suggestion to use 
product recall-related data as a key 
performance indicator for this purpose 
given the obvious health implications 
as well as the company’s broader 
social licence to operate. All in all, 
this was confirmation of real progress 
in matters of sustainability and we 
look forward to engaging further with 
Stryker as it continues to develop its 
profile in this area.

N I K E 
E S G

We enjoyed a wide-ranging 
sustainability focused discussion 
with Nike during February, covering 
everything from the sports apparel 
giant’s response to Covid-19 to 
its recent Diversity & Inclusion 
initiatives. With so many of Nike’s 

facilities shut during the pandemic, 
the company prioritised employee 
wellbeing by expanding sick leave and 
access to mental health resources. 
Management also took steps to ensure 
a safe environment for employees 
and customers through phased re-
openings of retail stores in compliance 
with Center for Disease Control and 
Prevention guidelines. Turning to 
diversity, Nike has made progress 
in recent years in increasing both 
the gender and ethnic diversity of its 
board, with 50% of members now 
gender and ethnically diverse (the four 
most recently appointed directors at 
Nike have been gender and ethnically 
diverse). At a company level, just short 
of half of all employees are female and 
more than half come from under-
represented groups. The company is 
currently focusing on diversity at the 
vice-president level, reflecting the role 
these leaders play in recruiting new 
employees, promoting internal talent, 
and championing Nike’s culture. 
From an environmental perspective, 
Nike sets measures and discloses 
progress against targets in Carbon 
& Energy, Waste, Water, Chemistry 
and Materials. Over 70% of all Nike 
footwear and apparel now includes 
some recycled materials, and nearly 
all footwear manufacturing waste 
is recycled or converted into energy. 
All the company’s owned or operated 
facilities in Europe and North America 

now operate with renewable energy, and 
it is committed to ensuring that this is 
true globally by 2025. 

C O G N I Z A N T 
E S G

In December, we had a governance-
focused call with Cognizant’s Chair, 
Deputy Counsel, Head of IR and the 
non-executive director who acts as Chair 
of its Compensation Committee. The 
conversation centred on Cognizant’s 
board refreshment programme that 
began in mid-2019. The programme 
is not yet considered complete but 
has already brought 3 new board 
members, all of whom are women. 
These appointments have been made 
in line with a skills matrix, which 
matches the company strategy and is 
regularly updated. The conversation 
also turned to remuneration and 
previous conversations between the 
Walter Scott team and management 
about incorporating metrics linked to 
the company’s digital transition into 
remuneration plans. The Chairman 
explained that this had been decided 
against as it became practically, and 
definitionally, very challenging and it 
was also felt digital success would be 
adequately captured in the existing 
revenue and EPS KPIs. In discussing the 
unavoidably complex decisions around 
the best way to reward executives, we 
put forward the downsides to stock-
based and deferred compensation plans, 

 With so many of Nike’s facilities shut 
during the pandemic, the company prioritised 
employee wellbeing by expanding sick leave 
and access to mental health resources. 

 We were particularly struck by the efforts of Stryker’s 
Sustainability Solutions (SSS) to lessen its environmental impact 
and we asked whether there were plans to replicate this in other 
parts of the business. 
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but the Chair was clear that given 
the competition for talent across the 
technology industry these plans are 
assumed. He also explained that whilst 
no remuneration plan is perfect, the 
Compensation Committee is very clear 
in its aim to attract and retain talent 
whilst making decisions based on 
defined policy and not discretion. 

T J X
E S G

A call with members of TJX’s ‘Total 
Rewards’ and legal teams in December 
provided an update on the company’s 
approach to remuneration this year. 
In a ‘normal’ year, the company’s 
Executive Compensation Committee 
(ECC) would agree remuneration 
plans in the first quarter but given 
the uncertain environment those 
decisions were postponed and at the 
same time it was agreed that there 
would be temporary salary reductions 
for executives. In the second quarter, 
the subject was revisited with a wish 
to instigate rewards that would 
reflect the ongoing uncertainty and 
challenges. The long term incentive 
plan were changed from a Performance 
Stock Unit (PSU) to a Restricted 
Stock Unit (RSU) basis given the 
uncertain outlook with the plan 
now based on RSUs and long term 
cash opportunities based on the 
achievement of performance goals 
over 2022-2023. The annual incentive 
programme was changed so that 
the 2021 framework will be based 
on key business priorities specific to 
the Covid-19 pandemic. Alongside 
that change, the previous maximum 
payout of 200% was reduced to 
100%. Further, beyond this executive 
programme, the company’s 1TJX plan, 
which is applicable globally to around 
15,000 store managers and is normally 
based on performance in stores, was 
changed and is now based on objectives 
for the whole business. It was stressed, 
however, that these are all temporary 
measures, which in our view are 
appropriate, and have been expediently 

put in place by the company to 
continue to motivate, incentivise and 
judge executives in such a difficult 
environment for retailers. However, 
we urged the company to continue to 
be as transparent as possible on both 
the outcome and rationale of future 
remuneration decisions. 

I N T E R T E K
E S G

In December, we had a call with the 
Chair of Intertek’s Remuneration 
Committee on proposed changes to 
the company’s remuneration policy. 
The proposed changes stem from the 
result of the 2020 AGM where the 
policy received only 57% support, with 
the CEO pension allowance being 
called out as particularly problematic. 
Taking this on board, the company 
is planning to propose a glide path 
reducing the CEO pension allowance 
with a higher level of shareholding 
requirement for the CEO and greater 
clarity of post cessation of employment 
shareholding requirements. Whilst 
the glide path might be longer than 
ideal, the overall package of targets 
is sufficiently stretching in our view. 
We also have some sympathy with the 
Remuneration Committee’s reluctance 
to drop commitments made at the 
time of the CEO’s appointment. From 
the Committee’s perspective, a glide 
path seemed the best way to address 
the clear investor views whilst also 
maintaining the firm’s values in regard 
to honouring commitments and 
behaving with integrity. 

N O V A R T I S
E S G

Governance and compensation were 
the primary subjects for discussion on 

a video call with the Group Head of 
Compensation & Benefits and the Head 
of IR at Novartis in early December. 
As a starting point, it was noted that 
the re-stated strategy announced 
in 2019 is now being worked into 
targets and incentives with a shift 
in balance from risk mitigation to 
impact with a number of key pillars: 
ethical standards, pricing and access, 
and corporate citizenship. The new 
compensation plans also include more 
measurable targets with a balanced 
scorecard for senior executives 
including specific sustainability 
achievements, some of which are 
collective and some related to specific 
roles. On the previous compensation 
plans that are still in place, the 
2018-2020 cycle includes a Long 
term Performance Plan based on 75% 
Novartis Cash Value Added and 25% 
innovation. These plans are ahead 
of target in NCVA despite Covid-19 
and are also expected to be ahead of 
target on innovation. On disclosure, 
standards are already high, but they 
are keen to continue to do more as the 
new compensation plans are rolled out. 

The conversation also touched on 
the company’s Covid-19 response 
from an employee perspective. No 
financial assistance was taken from 
any government and there was no 
restructuring as a result of Covid-19. 
Field force pay was initially adapted 
with a floor at 80% of salary on a 
temporary basis but as of the fourth 
quarter, the normal system of 
remuneration for these employees had 
resumed. Over the period, significant 
support was also provided to employees 
particularly in regard to flexible 
working, with those efforts pleasingly 

 On disclosure, standards are already 
high, but they are keen to continue to do 
more as the new compensation plans are 
rolled out. 
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recognised in positive quarterly 
employee feedback. The ability to 
support staff in this way was helped 
by a programme of work that the CEO 
had already introduced. Since joining 
in 2018, retention and recruitment 
of talent has been a particular focus 
for him with a new ‘Choice with 
Responsibility’ programme giving 
employees the opportunity to work 
from home. Adding confidence that 
this is a programme with substance 
and long-term intent, it was noted that 
the programme came with notable 
tax and legal implications that group 
finance and HR were still working 
through but that they hoped to have all 
these matters resolved soon. 

On more general Board matters, it was 
noted that the company has changed 
its re-appointment criteria to better 
balance experience and refreshment. 
Previous age limits have now been 
replaced by a tenure cap of twelve 
years. It was also noted that an RFP 
had recently been issued regarding 
auditor appointment. The current 
auditor, PWC has fulfilled that role 
for 45 years, albeit with a required 
5-year change in lead partner. The 
issue of there being only four audit 
firms capable of stepping up to meet 
their requirements was however also 
flagged. On Board refreshment, it was 
also noted that female representation 
is now 29% but work continues as the 
company’s own target is 30%. 

N O V O  N O R D I S K
E S G

An investor call with Novo Nordisk’s 
CEO in November was a reassuring 
and informative reminder of the 
strength and depth of the company’s 
culture and its commitment to 

sustainability across the organisation. 
The focus of the call was “Purpose and 
Sustainability” one of the four broad 
pillars of the company’s Strategic 
Aspirations 2025 plan. The company 
has an impressive history with “The 
Novo Nordisk way” being established 
in 2000 and on this call, senior leaders 
of the team, not sustainability people, 
walked the audience through their 
aspirations. The triple bottom line 
principle is enshrined in the company’s 
culture and Novo continues to strive 
for improvement despite being well 
ahead of the pack.

On the environment, there were 
discussions on the planned path to 
zero environmental impact with work 
to address the 500m prefilled plastic 
pens produced every year. Management 
outlined plans for new products that 
are designed to be reused and recycled 
with a pilot plan in Denmark on the 
return of used pens. The company has 
also turned its attention to suppliers, 
with suppliers representing 80% 
of carbon emissions. Work is now 
underway with its 60,000 tier one 
suppliers to find ways to address 
these emissions. Access to affordable 
care also remains a key aspect of 
the company’s social commitment, 
mapping vulnerable patients and 
providing affordable insulin in low- and 
middle-income countries, as well as 
expanding the programme for children. 
In the US, 8% of the population are 
uninsured and Novo have multiple 
affordability offerings as well as 
prevention programmes. In broader 
prevention programmes, focused on 
obesity information, Novo works with 
UNICEF through its Cities Changing 
Diabetes effort which now reaches over 
200 million citizens in 36 cities. 

E S S I L O R L U X O T T I C A
E S G

Just as we monitor companies on 
our watch list, we often continue 
to keep an eye on companies that 
have been sold. In the case of 
EssilorLuxottica, which was sold 
in 2019, the company’s competitive 
position and the market potential 
was never in doubt, in our view, but 
unanswered corporate governance 
questions, and risks, following the 
merger of the two companies were 
considered by the Research team to 
be sufficiently serious as to undermine 
the investment case.

In November, we caught up with 
company management again. The 
merger of the two companies was first 
announced in 2017 but in a meeting 
note from March 2019, the team noted 
that integration plans were only now 
being drawn up with the complexity 
of the merger exacerbated by cultural 
differences and a long search for a new 
CEO. Integration is now underway, 
but on our call this month, detail 
on synergies remained very much 
lacking. Euro 50m in synergies were 
delivered last year with the company 
stating that the figure will be at least 
twice as much this year. However, 
the company also acknowledges that 
in the future, it will be increasingly 
difficult to identify what are synergies 
and what is the underlying growth 
of the business. Any gains may not 
show in margin improvement and 
instead be reinvested into the retail 
side of the business. Adding to this 
rather opaque picture is the proposed 
acquisition of Grand Vision. This 
deal, announced in 2019, would place 
the company as one of the leading 
specialty retailers in non-food retail, 

 Novo works with UNICEF through its Cities Changing Diabetes 
effort which now reaches over 200 million citizens in 36 cities. 
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globally. However, the transaction 
is now subject to a legal dispute 
around requests for information. 
We remained convinced of the 
growth potential in this market, and 
EssilorLuxottica’s market position 
and innovative track record remains 
compelling. But as at the time of sale, 
the Research team’s conclusion from 
this call was that the governance and 
broader cultural questions around 
this company continue to undermine 
any investment case. One to continue 
to watch. 

I N D I T E X
E S G

A call with the Chairman of Inditex 
in mid-September was positively 
summed-up by the stock champion as 
‘unremarkable’, which is in fact rather 
remarkable given the acute challenges 
that have faced global retailers this 
year. This was our second call with 
the Chairman in 3 months and so we 
expected to hear that the company 
was in many ways operating as 
usual, but during the call we were 
also reassured that its commitment 
to suppliers remains part of that 
business as usual. Inditex was very 
much a leader back in March, signing-
up to the International Labour 
Organisation’s Covid-19 call to action 
and trying to set an example by 
honouring all existing commitments 
with suppliers including full payment 
of any orders already placed. Clearly, 
the pressure on suppliers across the 
garment industry remains serious 
and so it was reassuring to listen to 
Inditex’s confident and unchanged 
message around the importance 
of long-term relationships with 

suppliers. Inditex is comfortable that 
its supplier base is in good shape and 
will continue to work to ensure that 
remains the case. On other Covid-19 
related activity, the Chairman 
explained that at the outbreak 
of the pandemic, Inditex helped 
the Spanish government secure 
PPE from Asia and then provided 
logistical help to get that equipment 
into the country. The Chairman 
also led efforts by a number of large 
Spanish organisations including 
Inditex, Iberdrola, Telefonica and 
Santander to make donations 
towards the purchase of equipment. 
The Chairman explained that in 
those early days, the procurement of 
PPE was very chaotic with traders 
cornering the market. Upfront 
payment was required to source 
anything and Spain’s public entities 
were unable to facilitate that. In that 
context, the purchase and donation 
of PPE by private organisations was 
key to supporting the government’s 
response to the pandemic.

W A T E R S
E S G

In October, the team had an 
encouraging call with the recently 
arrived CEO of Waters, Udit Batra. 
There were all sorts of caveats given 
he is only eight weeks into the role 
but it was still a great chance to hear 
his initial thoughts on the business 
and what his main priorities will be. 
The most interesting takeaway, in 
our view, was his frank assessment 
that Waters’ culture of scientific 
and technological expertise needs 
to be refined with a commercial 
edge. In this context, a lot of the 

conversation on the call was devoted 
to understanding the key cultural 
changed Batra wants to instigate. 
Specifically, he’s looking to add a 
sense of urgency and commercial 
savviness, that will require a refreshed 
set of incentives and KPIs. Of 
course, identifying the right talent to 
execute his plans, and incentivising 
it appropriately will be utterly 
critical but we were reassured that he 
seems very aware of these issues and 
determined to follow best practice to 
not only encourage these behaviours 
but protect, and hopefully, strengthen 
the company’s culture.

K O N E
E S G

In the industrial sphere, Kone recently 
launched its new sustainability targets 
which we learned more about on a call 
with the CEO in October. The targets 
are encouragingly ambitious, in our 
view, with the company expecting to 
be carbon neutral across all operations 
by 2030. The biggest emissions at 
KONE are from its vehicle fleet and 
facilities. KONE plans full revamp 
of its fleet and operate fully electric 
vehicles, subject to the availability of 
charging infrastructure. They will 
also look at optimizing vehicle usage 
as part of this effort. Contribution 
of electricity from renewable energy 
sources is planned to increase to  
100% during this same time frame.  
In terms of Scope 3, KONE targets 
GHG emission reduction by 40%. 

In its products, KONE has the most 
energy efficient products in the market 
today and will continue to build up on 
that product offering. The company 
also supports its customers in 
developing green certified buildings. 
It is estimated that 80% of buildings 
in Europe come 2050 are buildings 
that already exist today but very 
few of them will meet increasing 
environmental requirements. Thus, 
modernisation presents a significant 
opportunity for KONE. 

 Novo works with UNICEF through  
its Cities Changing Diabetes effort which 
now reaches over 200 million citizens in  
36 cities. 
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COMPANY MEETINGS1

 Owned – 355  
 Non-owned – 311

ESG DISCUSSION — OWNED COMPANY MEETINGS

 With ESG content  Without ESG content

29

54

Q3 2020

22

64

Q2 2021

26

51

Q4 2020

45

64

Q1 2021

COMPANY MEETINGS – BY COMPANY DOMICILE

 With ESG content  Without ESG content

59%

41%

North America

53%

47%

Europe ex. UK

64%

36%

UK

65%

35%

Dev. Asia ex Japan

53%

47%

Japan

56%

44%

EM

ENGAGEMENT FOR CHANGE — INITIATIVES BY SUBJECT AREA

 Human & Social Capital  Carbon Risk & Climate Change 
 Environmental Considerations  Governance

1 4 1 4

1 1 July 2020–30 June 2021. 
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Proxy voting has always been an 
important aspect of our approach 

and commitment to stewardship. We 
take our proxy voting responsibilities 
seriously because voting provides 
an opportunity to encourage high 
standards of sustainability, protect 
long-term value, and promote positive 
change. We carefully consider the 
views of company management when 
determining how to vote and focus 
always on voting in the best interests 
of our clients. 

E N G A G E M E N T

Whilst proxy voting demands 
robust and consistently applied 
policies and procedures, it isn’t 
simply an administrative task. 
With responsibility for voting, the 
stock champion will often discuss 
issues informally with colleagues 
in the research team. Where there 
is notable doubt or any contention, 
a more formal meeting of our 
Investment Stewardship Committee, 
made up of senior members of the 
Research, Investment Operations and 
Compliance teams, will be convened. 
Engagement with the companies 
is also commonplace. Contacting 
investors ahead of an AGM is very 
much part of many company’s  
investor relations calendar to  
provide context on a particular vote, 
respond to questions or seek opinion. 
As the stock champion works through 
the items to be voted on, questions 
will often come up that are then put to 
the company. In that sense, a ‘simple’ 
vote in support might belie a more 
complex conversation. 

P R O X Y  V O T I N G

Our engagement around proxy voting 
will vary between companies and 
our focus may change over time, but 
there are common subject areas. 
Remuneration is a perennial topic 
and one where judgement is certainly 
required. Shareholder proposals are 
another area of focus and also an 
area where the voting decision does 
not always give the full picture. The 
examples that follow from the past 
year, briefly summarise some of our 
engagement on both of these subjects.

1 .  R E M U N E R A T I O N

Executive compensation is often the 
most high profile and contentious 
subject in any AGM. The need 
to attract, retain and motivate 
management is as important as it is 
complex. Aligning reward to long-
term targets that are measurable, 
comparable, sufficiently demanding 
and that support a company’s 
culture and ethos is often far from 
straightforward. This year, we have 
seen the added complexity of Covid-19 
related adjustments. Previously set 
targets might have been put beyond 
reach, but many management teams 
have performed well in challenging 
circumstances and so altered plans 
have been put to a shareholder vote at a 
number of AGMs.

Walt Disney
In advance of The Walt Disney 
Company’s AGM in early March, 
we held a meeting with company 
representatives to discuss some of 
the media giant’s existing governance 
arrangements. We began the meeting 
by highlighting certain areas that 
we felt were particularly worthy of 
praise, notably the Board’s increased 
engagement during the pandemic; its 
decision not to pay annual bonuses to 
executives; and the better quantum 
and structure of the new CEO’s 
remuneration, although this latter 
point was something on which we were 
keen to get further insight. Back in 
2018, we voted against the then CEO’s 
remuneration package, believing that 
it was excessive and did not fully align 
with the best interests of shareholders. 
While the current CEO’s package is 
far more appropriate, we stressed the 
need for ongoing restraint. While we 
recognise the importance of attracting 
and retaining executive talent, the 
quantum of the CEO’s remuneration 
is still significant and there is a risk 
that the company could damage its 
standing with employees, customers 
and investors if it fails to act in a 
disciplined manner going forward. 
Our concern over executive pay is not 
limited to Disney, however, and we 
stressed at the meeting that we also 

 Whilst proxy voting demands  
robust and consistently applied policies 
and procedures, it isn’t simply an 
administrative task. 
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PROXY VOTING OVERVIEW1

VOTES AGAINST MANAGEMENT RECOMMENDATION RATIONALE

93 Due to potential dilution >10%

16 Ad Hoc Items

10 Political donations

4 Bundled resolutions

10  Vague/poorly defined proposal

2  Shareholder proposal

11  Remuneration proposal

7  Corporate governance issue

0  Persistent failure to attend  
Board meetings

0  Excessive non-audit fees

1  Preference for a one vote per 
share structure

34

180

2660

315

154

 Total votes against Management recommendation 
 Total votes against ISS recommendation

 Total proposals voted ‘For’   
 Total proposals voted ‘Abstain’  

 Total proposals voted ‘Against’ 
 Total proposals voted ‘Withhold’ (0)

SHAREHOLDER PROPOSALS

 Shareholder proposals voted ‘For’   Shareholder proposals voted ‘Against’   Shareholder proposals voted ‘Abstain’ (0) 

55

7

1 1 July 2020–30 June 2021. This voting summary reflects the votes cast by Walter Scott & Partners Limited during the period on behalf of our Clients for whom we 
have full voting discretion.
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find compensation practices at some 
of the company’s peers less than ideal. 
Another topic of discussion was the 
role of chair. Normally, we favour the 
appointment of an independent chair, 
believing that non-executive leadership 
facilitates greater boardroom challenge 
and oversight. At present, Disney’s 
chair is the Executive Chairman 
and ex-CEO and we expressed the 
view that the next chair should 
ideally be an ‘outsider’, consistent 
with the company’s own corporate 
governance guidelines. Overall, this 
was an encouraging and constructive 
meeting, conducted in a genuine spirit 
of collaboration. Disney engaged with 
all the points we put across, were 
supportive of many and offered further 
insight, explanation, and clarification 
on others. That said, we will continue 
to engage with the company on the 
subject of independence. 
 
Mastercard
In June we spoke to Mastercard to 
discuss a Say on Pay proposal where 
Institutional Shareholder Services 
(ISS) had recommended a vote against. 
With the Lead Independent Director, 
Chair of the HR and Compensation 
Committee and Head of HR on the call 
we heard their perspectives on how 
executive pay should be structured to 
be equitable, promote alignment with 
other stakeholders, and contribute 
to corporate culture. There was 
explanation around the decision to 
amend short- and long-term incentives 
for management because of the 
Covid-19 pandemic. It was explained 
that the change was driven by a wish 
to preserve the relationship between 
shareholder TSR and management pay 
and in the context of the need to retain 
and motivate talent. In response, 

we explained that whilst we are 
generally not in favour of amending 
compensation plans we do sympathise 
with the exceptional circumstances, 
the importance of alignment with 
shareholders as well as MasterCard's 
sensitive consideration of the broader 
stakeholder environment with no 
lay-offs and the provision of additional 
and adapted benefits during such a 
challenging time.  

2 . S H A R E H O L D E R 
P R O P O S A L S

Shareholder proposals continue to 
be a growing part of our discussion 
around proxy decisions, and in 
our engagement with companies. 
This increased involvement and 
scrutiny is certainly a positive step 
and many shareholder proposals 
are to be supported, but others that 
might appear on first glance to be 
sensible proposals must be considered 
more deeply. Further reading and 
discussion with the company regularly 
leads us to vote against a shareholder 
proposal that might otherwise appear 
uncontentious and positive.

Cisco
A shareholder proposal at Cisco’s 
AGM proposed the appointment of an 
Independent Board Chairman. Taken 
as a standalone recommendation, this 
would seem a sensible suggestion, but 
the stock champion also considered 
Cisco’s overall board governance, 
where the lead independent director 
has significant responsibilities. We 
are also comfortable that the company 
has robust and effective corporate 
governance structures in place 
including independent committees 
and we have no concerns about 

current governance practices. In that 
context, while we tend to prefer an 
independent chair in principle, a well 
structured role for an independent lead 
director performs a similarly effective 
function. Therefore, we voted against 
this shareholder proposal. It achieved 
32.6% votes in favour at the AGM and 
did not pass.

Microsoft
Microsoft’s proxy resolutions included 
a shareholder proposal to require a 
report on employee representation on 
the Board of Directors. Again, we voted 
against this proposal based on our 
view that Microsoft’s director selection 
process already allows for a qualified 
company employee candidate. Further, 
we are comfortable that Microsoft 
has many processes and engagement 
channels in place to address employees’ 
concerns. The resolution did not pass 
achieving 5.1% votes in favour.

Colgate
In June we spoke to members of 
Colgate’s IR and legal teams regarding 
a shareholder proposal at the 
company’s recent AGM. The proposal 
had been to reduce the threshold to 
call an EGM from 25% of shareholders 
to 10%. Management recommended 
a vote against, and we supported that 
recommendation, but the proposal 
garnered 50.6% support and so Colgate 
were keen to get shareholder feedback 
on where to go from here. Our view, 
it transpired, was in line with other 
shareholders that they had spoken to 
in that it raised the important, and 
growing, need to consider question 
of materiality. Whilst it is always 
good to see the company follow-up 
and try to address any issues where 
possible. What matters more to us, 

 Shareholder proposals continue to be a growing part of  
our discussion around proxy decisions, and in our engagement 
with companies. 
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we explained, is that we always get 
adequate notice are provided with 
sufficient information, and therefore 
the opportunity to vote in a considered 
manner. Our view is that it is difficult 
to gauge the “right” percentage 
for access and it is therefore more 
important to focus on ensuring that 
shareholders have a say and that there 
is sound process and transparency 
around any AGM or EGM. We also 
added that much higher up our 
governance agenda would be the 
appointment of an Independent  
Chair, more transparency around 
option grants within remuneration 
and the introduction of a returns-
based metric as well as issues around 
preferred and uncancelled treasury 
stock. We also raised questions 
around packaging and supply chain 
oversight which we consider to be 
material integrity considerations 
alongside governance matters.

Edwards Lifesciences
A call with Edwards Lifesciences in 
April was arranged to discuss several 
shareholder proposals being put 
forward at the company’s AGM in 
early May. Much of the call was spent 
discussing the shareholder proposal 
that would require the company 
to adopt a policy to include non-
management employees as prospective 
director candidates. Edwards are 
aware that employee representation 
on boards is common across Europe 
but explained why management are 
against this particular governance 
structure. Management feel that 
there are already numerous channels 
of effective communication between 
employees, management and the 

board. Management also believe that 
open communication is very much are 
part of the company’s existing culture 
and to add employee representation 
to the board would reduce board 
independence to the detriment of the 
best interest of shareholders. Whilst 
we are not opposed to employee 
representation on boards and 
recognise that it can be appropriate 
in some instances, we believe that 
each company should act in a way 
befitting its existing successful culture. 
In discussion following this call we 
agreed to accept the stance of Edward’s 
management and vote against this 
shareholder proposal.

 Management also believe that open communication is very 
much part of the company’s existing culture and to add employee 
representation to the board would reduce board independence to the 
detriment of the best interest of shareholders. 
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Where we consider it constructive 
and in the best interests of our 

clients, we will engage collaboratively 
with other investors. Not only can 
collective engagement help drive 
improvements in a company’s 
sustainability practices, it allows us 
to share insights and knowledge with 
other investors for mutual benefit.

Our selective approach means we 
invest in a relatively small group of 
companies. This allows us to engage 
regularly and to address in detail 
those issues we deem material to 
each company. These conversations 
are supported by our long-term 
investment horizon, which enables 
us to forge strong relationships with 
management teams and to focus 
on a company’s strategic direction. 
Therefore, our primary approach 
is to engage directly with investee 
companies. However, as noted above, 
we support regular collaborations 
particularly on system-wide issues 
like climate change. All collaborations 
are overseen by the Investment 
Stewardship Committee, so where we 
work with industry bodies or other 
investors, the committee will manage 
and oversee those efforts.

E N G A G E M E N T

As an example of collaboration over 
the past year, we participated in 
CDPs 2020 Non-Disclosure project 
writing to and engaging with several 
companies, often as the lead investor, 
as part of that effort. Reporting in early 
January 2021, CDP noted that despite 
concerns that Covid-19 might act as a 

C O L L A B O R A T I O N

pause, its 2020 project had seen the 
highest response rate. Since 2017, 
CDP has orchestrated an investor-
led campaign to improve disclosure 
around environmental metrics urging 
completion through its reporting 
platform which then collates data in 
a consistent and comparable manner 
and in a way that is fully aligned with 
the Task Force for Climate-Related 
Financial Disclosures’ (TCFD) 
recommendations.

Fastenal, a distributor of industrial 
supplies to manufacturing and 
construction firms in North America, 
was one of the companies that we 
suggested we lead on within this 
project. We have a longstanding 
relationship with Fastenal and 
have established an open and frank 
relationship with the company 
through engagement over many 
years. More specifically, we have 
now been engaging with Fastenal on 
environmental and social subjects 
for a number of years encouraging a 
step-up in both sustainability-related 
initiatives and disclosures. Looking 
back at meeting notes from 2018, it is 
clear that at that stage environmental 
disclosures were not high on the 
company’s agenda, albeit that would 
have been quite typical at that stage. 

Since then, however, progress has  
been encouraging. 

Over the course of our engagement, 
management have appeared 
increasingly interested in discussing 
the subject and a social responsibility 
section was added to the company’s 
website in 2019. During a call with the 
CFO in February 2020, it was clear 
that management, and the board, had 
now all fully recognised that more 
work and better communication 
around CSR would become critical to 
business success. Following that call 
and prompted by our contact as part 
of the CDP project, we corresponded 
with the company numerous times on 
environmental disclosures, both in 
terms of the CDP requirements and 
our views of best practice in related 
business planning and communication. 
In an “ESG perspectives” letter to 
stakeholders in August 2020, the CEO 
noted that the company planned to file 
a CDP Climate Report.

Those plans were confirmed with the 
recent release of CDP’s Annual Report. 
We understand that the company will 
be recruiting dedicated staff and look 
forward to continued engagement with 
Fastenal encouraging further steps 
forward this year. 

 Not only can collective engagement 
help drive improvements in a company’s 
sustainability practices, it allows us to share 
insights and knowledge with other investors 
for mutual benefit. 
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We are members of or signatories to several groups 
that we believe best-represent client interests 
in pushing for meaningful change in matters of 
sustainability, including:

Principles for Responsible Investment 
Signatory since 2017
Membership reflects our commitment to responsible 
investment. We adhere to the PRI’s six principles and 
report annually on our activities. Our 2020 rating was 
A+, A, A.

CDP (Formerly Carbon Disclosure Project) 
Member since 2017
CDP is a not-for-profit charity that runs the global 
disclosure system used to establish company 
environmental impact and disclosure assessments.

Climate Action 100+  
Signatory since 2018
Climate Action 100+ is an investor-led initiative to 
ensure the world’s largest corporate greenhouse gas 
emitters take necessary action on climate change. 
Collaborative investor engagement involves interaction 
with over 100 of the most polluting companies in the 

world encouraging standard setting and improved 
disclosure.

UK Investment Association, Stewardship  
Reporting Working Group 
Longstanding member of UK Investment Association 
(joined working group in 2019)

ICGN (International Corporate  
Governance Network)
Member since 2019 
Founded in 1995, the ICGN is a leading authority on 
global standards of corporate governance and investor 
stewardship.

We have also stated our commitment to the UK 
Stewardship Code and Japan’s Stewardship Code.
We are currently a Tier 1 signatory to the 2012 UK 
Stewardship Code and earlier this year we published 
our response to the updated 2020 UK Stewardship 
Code. That response was submitted to the UK Financial 
Reporting Council (FRC) as per the requirements of the 
new code, and like all other potential signatories to this 
updated code we await the confirmation from the FRC 
as to that new list of accepted signatories.

MEMBERSHIPS

2010
Our first response to the 

UK Stewardship Code

2018
Signatory of Climate 

Action 100+

2019
UK Investment 

Association, Stewardship 
Reporting Working 

Group

2019
Membership of ICGN

2017
Membership of CDP

2017
Our first response to Japan’s 

Stewardship Code

2017
Signatory of Principles for 

Responsible Investment
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A N N U A L  R E V I E W

As we expect the companies around 
the world to strive towards high 

standards of sustainability, so we must 
do so. Whether it’s looking after the 
wellbeing of our people, limiting the 
environmental impact of what we do, 
or supporting our local communities, 
we are committed to acting responsibly 
and sustainably. That commitment 
demands ongoing review and 
investment, always challenging 
ourselves to do things better.

C O L L A B O R A T I V E 
S T R U C T U R E

As regulatory demands continue 
to expand and the bar of industry 
best practice moves higher, we must 
continue to reassess our practices 
and make improvements where 
possible. We must determine where 
a new approach is needed or where 
enhancements can be made. We must 
continually ask ourselves, how can 
we better measure progress, evidence 
what we do and disclose our results.
With the pace of change in this area 
over recent years it has become 
increasingly important to approach this 

W E  E X P E C T  N O  L E S S 
O F  O U R S E L V E S

work as efficiently and effectively as 
possible. We work best when we work 
collaboratively, bringing individuals 
together from across the firm, but last 
year it was recognised that we needed 
to add structure and responsibility. 

We re-examined our overall approach 
and division of labour as well as 
our policies and procedures last 
year. From that work, we combined 
some groups, streamlined others 
and added oversight. Earlier this 
year, I assumed responsibility for 
Sustainability across the firm, both 
in regards to our investments and 
our efforts and commitments as a 
company. Alan Edington passed his 
previous responsibilities as co-head of 
research to his colleague Alan Lander, 
assuming leadership of Responsible 
Investment, encompassing 
everything we do in our integrated 
sustainable research and across our 
stewardship activities. All members 
of the Research team must track, 
measure and report on all aspects of 
sustainability, be that opportunity or 
risk, in their company research. The 
team, including Alan who retains 
stock responsibilities, also continue  
to lead on engagement and proxy 

voting for the stocks that they 
champion, but now, with greater 
support and overall direction.

We created a Project Group to oversee 
all the many activities underway. 
The group’s remit is to engage with 
all sustainability related matters 
across the business and bring these 
together in a set of consistent and 
workable practices that are compliant 
with new regulations, reflective of 
our investment approach and values 
and enhance the firm’s sustainability 
credentials. A number of working 
groups have also been established, 
reporting into the Project Group but 
bringing together colleagues with 
relevant skills to deliver on distinct 
areas of need or enhancement.

R E G U L A T I O N  
A N D  R E P O R T S

Over the past twelve months we have 
published our response to the updated 
and enhanced UK Stewardship Code 
2020 and responded to the revision 
of Japan’s Stewardship Code. We 
have also published a report meeting 
the requirements of the Shareholder 
Rights Directive II (SRD II), with 

 As regulatory demands continue to 
expand and the bar of industry best  
practice moves higher, we must continue 
to reassess our practices and make 
improvements where possible. 

H I L D A  W E S T
Head of Investment Operations and 
Sustainability
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Whilst keeping to the Covid-19 
related regulations and 
protocols, Walter Scott Chair, 
Alex Hammond-Chambers and 
Stephen Potter, independent 
non-executive director spent 
two days in the office in June 
meeting individuals from across 
the business and at all levels 
of seniority and tenure. Below, 
extracts from a memo shared 
with everyone at Walter Scott 
following that visit:

“One of the imperative 
principles of good governance 
is that all directors or trustees 
should know their organisations 
thoroughly and well. For 
executive directors, involved in 
the day to day management of 
the organisation, their jobs ensure 
that. For non-executive directors 
the ‘getting to know thoroughly 
and well’ involves spending time 
– outside board and committee 
meetings – finding out. 

Independent non-executive 
directors have an obligation 
to have independent views 
and understandings of their 
organisations. Probably the 
most important part of achieving 
that is to spend time meeting 
lots of other people within their 
organisations. 

We were struck by a lot of 
things but none more so than the 
enthusiasm for the firm and for 
the colleagues they worked with. 
Clients can very quickly tell if they 
are working with a happy place. 
We certainly got that message. 

It is our intention to do this 
once every year to help us build 
our understanding of the firm, 
its strengths and weaknesses. 
All businesses have both and it 
is the mark of good governance 
and management that addresses 
them thoroughly and well.

Both of us came away from our 
two days all the better informed 
and – should be better informed 
and much more importantly 
– having made some new 
acquaintances with whom we will 
be working with in years to come.”

GOVERNANCE

 We were 
struck by a lot of 
things but none 
more so than the 
enthusiasm for 
the firm and for 
the colleagues they 
worked with. 

all these reports on our website.  
On a voluntary basis, we have also 
implemented the first stage of the 
EU Sustainable Finance Disclosure 
Regulation (SFDR). Whilst SFDR has 
no direct impact on Walter Scott as  
a UK regulated entity, we chose  

100%

—RENEWABLE—
The electricity used in our 

offices is sourced from 
renewable energy supplies

7 %

—REDUCTION—
Landfill or incinerated waste 

has reduced from 27% to 
20% as we recycle more

82%

—REDUCTION—
In 2019 we printed 1.7m 

pages from the office 
printers. In 2020, this fell to 

<300k pages

to make certain disclosures available 
in line with the Level 1 requirements.  
Our focus has now turned to the  
more recently published technical 
standards of SFDR Level 2 and the  
EU Taxonomy Regulation. These 
collective regulatory changes also 

prompted us to review and update, 
where need be, all related policies. 
We have a new Responsible Investing 
Policy and a Stewardship Policy, which 
combines the previous Engagement 
and Proxy Voting policies. Again, these 
policies are available on our website.
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As part of our commitment 
to acting responsibly and 
sustainably, we focus on three 
key areas:

Environmental Impact – We are 
committed to sustainability in 
all our daily business operations 
and to the ongoing reduction of 
our environmental impact. We 
monitor and work to reduce our 
carbon footprint and energy use, 
and to increase recycling and 
reduce waste. 

People – Our people are 
our greatest asset. Without 
their motivation, talent, and 

commitment, we could not 
succeed. We want Walter Scott 
to continue to be a great place 
to work, where people feel fairly 
treated, included, and supported 
to do their job well and fulfil their 
potential. 

Support for the Community −  
We recognise our responsibility  
to the wider community. By 
working with inspiring local 
charities and community groups, 
we hope to support some of 
society’s most vulnerable and 
help tackle issues of opportunity, 
social mobility, and diversity, 
equity and inclusion. 

SUSTAINABILITY AT WALTER SCOTT

E N V I R O N M E N T A L 
I M P A C T

 
In our offices in Charlotte Square and 
North Charlotte Street in Edinburgh, 
efforts continue to reduce our 
environmental footprint, and to report 
on that progress. We now measure our 
carbon emissions on a quarterly basis, 
and we disclosed total emissions for the 
first time in our 2020 statutory annual 
report and accounts. 
 
100% of the electricity used in our 
offices is sourced from renewable 
energy supplies. We’ve also invested 
in those offices, replacing boilers, 
installing temperature-controlled 
radiators and using LED lighting.
 
Reducing waste is perhaps a more 
difficult task. Prior to 2021, around 
27% of all our waste, or an average of 
6.5 tonnes of waste every year, went to 
landfill or was incinerated. This has 
been reduced by 20% as we recycle 
more. We have also taken steps to 
reduce printing. In 2019 we printed 
1.7m pages from the printers in the 
office. In 2020, this fell to less than 
300k pages. Reducing paper usage  
and the use of courier services has 
saved the business in the region of 
£80,000 a year and an estimated 
24 tonnes of carbon emissions. 
Whilst working from home due to 
lockdown rules and requirements has 
obviously helped reduce these impacts 
significantly, we are determined to 
retain these improvements.

The environmental cost of travel has 
also, obviously, been significantly 
reduced during this period of 
lockdown. Even as restrictions were 

introduced in the first quarter of 
2020, travel related emissions still 
constituted almost 70% of the firm’s 
total carbon emissions. Travel is 
essential to our business. Meeting our 
clients is vital as are research trips, so 
instead, we are considering ways to 
be more considered in how we incur 
those emissions. We have recently 
invested in virtual meeting capabilities 
in the office which provides alternative 
options, albeit the past year has 
reminded us of the value that can come 
from face-to-face conversations.

Daily travel to and from work also 
contributes to emissions. To assess 
just how significant that is, and 

therefore what steps might be taken 
to encourage or support different 
travel options, we recently conducted 
a climate impact survey to better 
understand how members of the 
firm get to and from the office under 
pre-pandemic conditions. Through 
that survey we also sought to identify 
the emissions being incurred at 
home so that working from home 
environmental costs can also be 
incorporated into our analysis  
and planning.

F U T U R E  C O M M I T M E N T

Our stated goal, for our business 
operations, is to be carbon neutral by 

 Over the past twelve months we have also spent a lot of time 
thinking about and challenging ourselves around diversity, equity 
and inclusion. We have looked at existing practices to ensure they 
are as good as they can be. 
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the end of 2021, with an emphasis on 
reduction, reuse and recycling  
of resources. To achieve that goal,  
we plan to:

  Eliminate the use of avoidable 
single use plastics from our 
Edinburgh offices.
  Continue to reduce landfill or 
incinerated office waste.
  Continue to invest in technology 
and other services to facilitate the 
increase in virtual conferencing  
and meetings.
  Review “paper free” activities, such 
as electronic client communications, 
and business operations which 
have been delivered successfully 
in response to the pandemic and 
ensure such practices continue 
beyond the pandemic.
  Improve the data quality  
and processes in relation to 
travel-related emissions at the 
time of making business travel 
arrangements, which will include 
an element of off-setting through 
carefully selected projects.

P E O P L E 

Over the past twelve months we have 
also spent a lot of time thinking about 
and challenging ourselves around 
diversity, equity and inclusion (DEI). 
We have looked at existing practices 
to ensure they are as good as they 
can be. Mindful of that need to 
reassess, and constantly strive to do 
things better, we established a DEI 
Working Group to lead those efforts. 
Incremental change, however small, 
is particularly important in this 
area; for instance we have expanded 
the use of blind CVs in recruitment 
and increased the diversity of job 
applicants through new partnerships. 

We have also re-examined 
performance frameworks and career 
development plans for existing 
colleagues. There has been training 
for all to accompany these changes 
alongside training on coaching, 

Source: Walter Scott, Changeworks (the data shown is sourced from waste manager Changeworks, 
Walter Scott’s primary waste manager. A small amount of waste is removed by other suppliers and so 
the totals above do not necessarily represent 100% of waste generated)

Walter Scott office waste compared to 2018 baseline in units of output

 2018 (baseline)   2019  2020  2021 (YTD) 

Waste Produced (kg)

100% 11%28%59%

Of which paper and cardboard usage (kg)

100% 6%19%51%

Waste recycled (%)

74% 80%74%72%

WASTE REDUCTION PROGRAMME
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trust and psychological safety in the 
workplace. On the future agenda, 
we have also begun to explore the 
feasibility of work to define and 
measure cognitive diversity which  
we continue to believe is an 
important aspect of diversity, 
equity and inclusion, and one that 
is particularly important with our 
team-based investment approach.

S U P P O R T  F O R  T H E 
C O M M U N I T Y

Through donations and volunteering 
we have continued to support 
charities in our local communities 
with a particular focus on vulnerable 
groups. A summary of those efforts 
over the past year is included on 
pages 36 to 37. 

W H A T ’ S  N E X T ?

Whilst we are proud of what we  
have achieved this year, we recognise 
that there is always more to do. 
We must ensure that we continue 
to progress and improve, whilst 
protecting and nurturing the firm’s 
longstanding values and its culture, 
that have underpinned success over 
so many years.

In response to increased client 
expectations and new regulation, 
we have been given the opportunity 
to build on the integration of 
sustainability considerations into 
all that we do making our approach 
clearer and more explicit. We have 
made good progress, but our aim 

 We must ensure that we continue to 
progress and improve, whilst protecting and 
nurturing the firm’s longstanding values 
and its culture, that have underpinned 
success over so many years. 

must be to strengthen our approach 
and continue to build on our existing 
good practice in the year ahead.
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A N N U A L  R E V I E W

Part of the ethos of the Giving 
Group has always been to try 

to establish long-term relationships 
with the charities that we support. 
To achieve this, we work with a small 
number of organisations, mainly in 
our local community, where we feel 
our support can make a meaningful 
impact. Beyond financial support, by 
getting to know these charities we 
hope that we become a true partner, 
offering support and our perspectives 
on strategy or possible new initiatives 
as well as just being there when times 
are tough. 

L O O K I N G  B A C K  T O  2 0 2 0

2020 was certainly a challenging year 
and we were in the privileged position 
of being able to support a number of 
our partners in different ways. 

One of the charities we were able to 
support financially was Edinburgh’s 
Women’s Aid. A rise in domestic 
abuse has been one of the most tragic 
consequences of lockdown. So, we 
had no hesitation in responding to 
their request for funds to support a 
programme for children living in an 
abusive environment.

Despite the restrictions around social 
distancing, volunteering has also 
continued to play an important part in 
our support. Back in December, with all 
the appropriate social distancing and 
protections in place over 80 colleagues 
spent a day sorting presents for children 
in Edinburgh for whom Christmas 
might be even more difficult than usual. 
Through networks of social workers, 
teachers and local youth charities, the 
charity Mission Christmas hoped to 
deliver gifts to over 8000 children.

We were also able to support Spartans, 
another local charity, financially and 
through much more practical efforts. 
In normal times, Spartans supports 
children and young people through 
a sports programme as well as an 
alternative school for children excluded 
from mainstream education. It 
provides breakfast and evening meals 
for children who might not be fed at 
home, alongside all sorts of activities 

that other children might take for 
granted. Lockdown restrictions 
stopped all this important work but 
Spartans quickly repositioned itself 
into a major food distribution hub.

We were able to provide financial 
support for this critical work. But our 
support was not limited to finance. 
The Walter Scott Facilities team 
quickly came together making the 
most of their skills and our office 
kitchens providing packed lunches 
and nutritious meals for children in 
north Edinburgh shared through 
schools and community groups. Since 
April of last year, the team have put 
together over 53,000 packed lunches.

From a primary school in 
Edinburgh

 I can’t believe we have 
reached this point in the school 
year... and it’s been another 
crazy year. 

We want to say a HUGE 
thanks to you all for your 
incredible contribution to our 
school community. Throughout 
this entire journey, you have 
been our constant companions. 
Thanks to you, we have been 
able to support our families with 
thousands of lunches (literally)!

We will never be able to 
communicate how much you 
have helped so many people. 
I wish you could have seen the 
happiness and heard the gasps 
of relief as we delivered lunches 
throughout this time. It has been 

WA L T E R  S C O T T  
G I V I N G  G R O U P

D E N N I S  W Y L E S
Client Investment Manager and Chair, 
Giving Group

 2020 was certainly a challenging year 
and we were in the privileged position 
of being able to support a number of our 
partners in different ways. 

36 | 2020—2021

ANNUAL SUSTAINABILIT Y REPORT



an absolute privilege to be a tiny 
part of it.

We will never forget your 
commitment and desire to help 
– thank you. Not only that, the 
lunches have been delicious! 

THANK YOU – you have changed 
our world for the better. 

From a local support and 
advocacy group

 We have been supplying 
meals to families and lots of 
elderly people in the community 
since March 2020 and as an 
organisation who receives no 
funding for food, we could not 
have done it without you guys.

There will never be enough 
words to thank you! Be proud. 

O L D  A N D  N E W 
C H A L L E N G E S  I N  2 0 2 1

To see how our partner charities in 
Edinburgh responded and adapted to 
Covid-19 related lockdowns was both 
impressive, and humbling. But we 
were of course aware that 2021 would 
bring more challenges, with exhausted 
financial reserves and normal 
fundraising activities still curtailed. 
We also recognised that many charities 
would need to continue to offer support 
linked to the pandemic whilst also 
trying to resume normal services.

In January we caught up, virtually, 
with Place2Be, a child mental health 
charity with a particular focus on 
reaching young people in the school 
environment. Our relationship with 
Place2Be dates back to 2016 with 
more recent financial support for the 
provision of its services in two schools 
in Edinburgh. The Head Teacher of 
one of those primary schools joined the 
meeting providing an insight into how 
the school had utilised the Place2Be 

services first-hand over the pandemic. 
With the mental health of many 
pupils suffering over the past year 
with increased anxiety and adverse 
impacting on their emotional and 
mental wellbeing, Place2Be had offered 
valuable support to the school, the 
teachers and directly with the pupils.

The Yard is another charity that had 
to do what it could to move to digital 
services and support. The Yard supports 
disabled young people and their 
families through a range of activities 
and groups within its centres with 
our financial support dating back to 
2013. Our financial donation this year 
will support its 18-25’s Club, which 
organises activities to meet up, socialise 
and have fun. Covid-19 required a 
complete switch to digital delivery, but 
it has been important for the continuity 
of this service as these young adults 
can feel very isolated. As with many of 
the charities we have supported, our 
ability to provide both flexibility and 
continuity to this funding whilst other 
funding sources were severely adversely 
impacted was particularly appreciated.

The environment has been a growing 
area of support for the Giving Group 
over recent years and whilst our 
planned volunteer tree planting day had 
to be cancelled due to the pandemic, 
we maintained our contact with the 
Borders Forest Trust. This year marks 
its 25th anniversary and the Giving 
Group’s recent donation will finance 
the planting of 6000 willows and dwarf 
birch plants to expand the rare montane 
scrub habitat in the Scottish Borders. 

Whilst maintaining our support of 
several longstanding partner charities, 

we also continue to connect with 
new organisations. Amongst those 
charities that we have begun to 
support this year is Who Cares? 
Scotland, a charity which builds 
awareness and support for Care 
Experienced young people. These 
young people often face multiple 
barriers to justice, their development 
and opportunity. Following a number 
of conversations around possible 
projects, a ‘Keeping the Promise’ 
multi-year school programme was 
specially developed for us to support. 
The programme will allow 18 schools 
to build relationships with Care 
Experienced children, young people 
and teachers both in the school and 
through out-of-school activities. 

Over the past twelve months we also 
have kickstarted a giving programme 
in Boston, supporting a Rapid 
Rehousing Programme for at-risk and 
homeless young people run by Bridge 
Over Troubled Waters. 

Looking forward, the situation 
facing many charities will remain 
very difficult. For many of the groups 
within our communities that these 
organisations work to support, 
life remains exceptionally tough 
and the need for the services and 
facilities offered by the third sector 
are more vital than ever, often even 
lifesaving. Through financial support, 
volunteering by colleagues across the 
firm and the continued efforts of our 
Facilities team in preparing packed 
lunches and meals, we hope to be able 
to do what we can to support those in 
our local communities often facing 
greater challenge than we can probably 
begin to imagine. 

 Life remains exceptionally tough and the 
need for the services and facilities offered 
by the third sector are more vital than ever, 
often even lifesaving. 
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Recent reports are listed below. 
Many have been posted on our 

website but all are available on request 
from clientservice@walterscott.com 
and we would be delighted to share 
these articles, transcripts and 
interviews with you.

Quarterly Responsible Investment 
Commentaries

Insights from the Research Team

C A R B O N  P R O J E C T

 Talking about carbon
Climate and carbon are themes set to 
define the investment landscape for 
generations to come. As long-term 
investors, how do we ensure that 
portfolios are best positioned to benefit 
in this lower-carbon world?

Oil and Gas 
What is the role of an oil and gas 
company today and are these companies 
still an investable proposition for a long-
term, responsible investor? 

 Talking about oil & gas
Fossil fuels have long been the 
crucial component of the global 
energy mix. As the world transitions 
towards a lower-carbon future, 
is there still a case for long-term 
investment in oil and gas companies 
today?

Renewables and electrification 
After more than a century of 
dependence on fossil fuels, there 
are now numerous alternatives that 
can not only provide the energy 
required to meet global demand 
but also reduce carbon emissions. 
With no quick fix or one-size-fits all 
approach, how do we get there? 

 Talking about electrification
In attempting to decarbonise the 
world’s energy systems, there is no 
one-size-fits-all solution. Here, we 
discuss the role that electrification 
can play via power generation, 
electric vehicles, hydrogen and 
building systems.

Circular Economy 
We have all lived in a world where 
we “take, make and waste” products. 
With ever-greater awareness of the 
flaws of this approach, there is now 
a determined shift away from this 
linear economic model towards a 
more circular economy. 

 Talking about the circular 
economy

Carbon Pricing 
The concept of carbon pricing has been 
around for some time. However, as 
climate concerns have moved steadily 
up the political agenda in recent years, 
calls to put a price on carbon and charge 
polluters for emissions have intensified. 

 Talking about carbon pricing

Carbon Capture and Storage 
The concept of carbon capture and 
storage has been around since the 1970s 
and most observers agree that it has 
a critical role to play in meeting the 
targets of the Paris Agreement. So why 
is investment in this vitally important 
technology still lagging? 

Battery Storage 
A lack of reliability and a mismatch 
between supply and demand are 
barriers to greater use of renewable 
energy. Could battery storage be the 
answer to this conundrum? 

Buildings 
The construction and day-to-day 
running of buildings accounts for over 
35% of global energy demand. With 
urbanisation driving construction 
around the world, how can that 
environmental bill be managed. 

F U R T H E R  R E A D I N G

Depicts those articles that have corresponding videos on our website. Please do visit the Insights page on our website to watch them 
https://www.walterscott.com/the-journey-to-a-carbon-neutral-economy/ or click on the accompanying video icon (digital only) within 

this document.
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Electric Vehicles 
The stars are aligning for electric 
vehicles, but investors will have to be 
careful in choosing the right companies 
to take advantage of investment 
opportunities that the growth in this 
sector affords. 

Hydrogen 
Hydrogen has not quite lived up to its 
potential as a source of ‘green’ energy. 
New technology, the ‘renewables’ 
revolution and global government 
policy changes look set brighten its 
long-term prospects. 

Methane 
Methane is well known for its  
warming effects but could the  
natural gas helpfully act as a bridge 
fuel in the transition from fossil  
fuels to renewables? 

Nuclear 
Nuclear is another area of the energy 
debate that starkly divides opinion, its 
advantages understandably obscured 
by tragic incidents. Yet it remains an 
important part of the global energy 
supply today. 

W A L T E R  S C O T T 
R E S E A R C H  J O U R N A L  1 1

The new ‘E’ in ESG
Alan Edington, Investment Manager 
– Responsible Investment
The way companies approach  
employee wellbeing is a critical  
test of their culture. Can they  
come through the current crisis with  
a strong and more meaningful 
workplace culture – or will Covid-19 
expose it as an empty gesture? 

Net zero or ground zero?
Professor Dieter Helm, Professor  
of Economic Policy, University  
of Oxford

Why consumers need to stop blaming 
companies and governments for 
climate change.

Viral trends
Dr Eliza Filby
How the pandemic may change every 
generation’s behaviour and values for 
the better.

Conflicting accounts
Karthick Ramanna, Professor 
of Business and Public Policy, 
University of Oxford
Accounting scandals such as Enron, 
Parmalat, Carillion, BHS and, 
more recently, Wirecard, have been 
widely blamed for eroding investors’ 
confidence in the audit industry 
and damaging the public’s trust in 
business. Auditors, rather than being 
seen as watchdogs, are often now 
perceived as part of the problem.

Of culture and cultivation
Ellie Hearne, Founder & CEO, 
Pencil or Ink
Workplace culture. You cannot see, 
hear or touch it, but it is ever-present, 
informing how we approach our 
relationship with work: Do I reply 
now or later? What would the boss 
do? Should I collaborate or compete? 
It shifts when a leader fails to model 
a company’s values, evolves when an 
organisation grows, and strengthens 
or weakens in challenging times.

L E C T U R E  S E R I E S  2 0 2 0

Ian Goldin, Professor of 
Globalisation and Development at 
the University of Oxford
Covid-19 is the latest crisis to 
highlight the “butterfly defect” of 
globalisation. However, Ian argues 
that the pandemic has also created an 
opportunity to reset our economies. 
A resilient and sustainable future 

requires action from everyone –  
from the individual right up to the 
global level.

R E P O R T S

Responsible Investment Approach

Response to UK Stewardship Code 
2020

Shareholder Rights Directive II 
Annual Report Q4 2019 – Q3 2020
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REGULATORY INFORMATION
Walter Scott & Partners Limited (Walter 
Scott) is an investment management firm 
authorised and regulated in the United 
Kingdom by the Financial Conduct 
Authority in the conduct of investment 
business. Walter Scott is a 100% owned 
non-bank subsidiary of The Bank of New 
York Mellon Corporation. Walter Scott is 
registered in the United States under the 
Investment Advisers Act of 1940.

Walter Scott provides investment 
management and advisory services to 
non-UK clients and, Walter Scott is 
responsible for portfolios managed on 
behalf of pension plans, endowments and 
similar institutional investors.

Walter Scott is registered with the  
SEC in the United States of America,  
as an Exempt Market Dealer in all 
Canadian provinces and, with the FSCA 
in South Africa. 

IMPORTANT INFORMATION  
FOR USA 
Walter Scott & Partners Limited (Walter 
Scott) is authorised and regulated in 
the United Kingdom by the Financial 
Conduct Authority. Walter Scott is also 
registered as an investment adviser 
with the US Securities and Exchange 
Commission (SEC). Securities offered 
in the US by BNY Mellon Securities 
Corporation (BNYMSC), a registered 
broker-dealer. Investment advisory 
products offered in the US through 
BNYMSC employees acting in their 
capacity as associated investment adviser 
representatives of BNYMSC. 

IMPORTANT INFORMATION  
FOR CANADA
Walter Scott is registered as an Exempt 
Market Dealer (EMD) (through which 
it offers certain investment vehicles 
on a private placement basis) in all 
Canadian provinces (Alberta, British 
Columbia, Manitoba, New Brunswick, 
Newfoundland & Labrador, Nova 
Scotia, Prince Edward Island, Quebec, 
Saskatchewan and Ontario) and is also 
availing itself of the International Adviser 
Exemption (IAE) in these same provinces 
with the exception of Prince Edward 
Island. Each of the EMD registration 
and the IAE are in compliance with 
National Instrument 31-103, Registration 

Requirements, Exemptions and 
Ongoing Registrant Obligations.

IMPORTANT INFORMATION  
FOR AUSTRALIA
This material is provided on the 
basis that you are a wholesale client 
as defined within s761G of the 
Corporations Act 2001. Walter Scott 
is registered as a foreign company 
under the Corporations Act 2001. It is 
exempt from the requirement to hold an 
Australian Financial Services License 
under the Corporations Act 2001 in 
respect of these services provided to 
Australian wholesale clients.

IMPORTANT INFORMATION FOR 
SOUTH AFRICA
Walter Scott is registered as a Foreign 
Financial Services Provider with the 
Financial Sector Conduct Authority in 
South Africa. FSP No. 9725.

RISK FACTORS & IMPORTANT 
INFORMATION
The statements and opinions expressed 
in this report are those of Walter 
Scott as at the date stated and do not 
necessarily represent the view of The 
Bank of New York Mellon Corporation, 
BNY Mellon Investment Management 
or any of their respective affiliates.

BNY Mellon Investment Management 
and its affiliates are not responsible for 
any subsequent investment advice given 
based on the information supplied. 
This is not intended as investment 
advice but may be deemed a financial 
promotion under non-US jurisdictions. 
The information provided is for use by 
professional investors only and not for 
onward distribution to, or to be relied 
upon by, retail investors.

All investments have the potential 
for profit or loss and your capital may 
be at risk. Past performance is not a 
guide to future results and returns 
may increase or decrease as a result 
of currency fluctuations. 

Investing in foreign denominated 
and/or domiciled securities involves 
special risks, including changes in 
currency exchange rates, political, 
economic, and social instability, 
limited company information, differing 

auditing and legal standards, and less 
market liquidity. These risks generally 
are greater with emerging market 
countries.

The material contained in this report 
which may be considered advertising, is 
for general information and reference 
purposes only and is not intended to 
provide or be construed as legal, tax, 
accounting, investment financial or 
other professional advice on any matter, 
and is not to be used as such. The 
contents may not be comprehensive or 
up to date and are subject to change 
without notice. Walter Scott assumes no 
liability (direct or consequential or any 
other form of liability for errors in or 
reliance upon this information.

If distributed in the UK or EMEA, 
this report may be deemed a financial 
promotion provided for general 
information only and should not be 
construed as investment advice.  
This is not investment research or 
a research recommendation for 
regulatory purposes. This report is  
not intended for distribution to, or 
use by, any person or entity in any 
jurisdiction or country in which such 
distribution or use would be contrary  
to local low regulation. Persons into 
whose possession this report comes  
are required I inform themselves about 
and to observe any restrictions that 
apply to distribution of this report in 
their jurisdiction.

As stated this document does not 
constitute investment advice and should 
not be construed as an offer to sell or a 
solicitation to buy any security or make 
an offer where otherwise unlawful. 
You should consult with your advisor 
to determine whether any particular 
investment strategy is appropriate. 

This document should not be published 
in hard copy, electronic form, via the 
web or in any other medium accessible 
to the public, unless authorised by 
Walter Scott.

Trademarks, service marks and logos 
belong to their respective owners.

©  2020 The Bank of New York Mellon 
Corporation. All rights reserved.
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Walter Scott has been supporting emerging Scottish talent since 1988. In the same way that 
we believe that different perspectives within the team generate the best investment ideas,  

so we believe that our art collection should incorporate a wide range of work from  
an eclectic group of contemporary artists.

Our commitment to the art community is also ref lected in our established partnerships 
with – and sponsorship of prizes at – the Royal Scottish Academy, the Royal Glasgow 
Institute of The Fine Arts and the Royal Scottish Society of Painters in Watercolour.

John Kennedy
Plate 01 Ariadne’s Thread – The Edinburgh Book Lab
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