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An investor initiative in partnership with UNEP Finance Initiative and UN Global Compact

About this report
The PRI Reporting Framework is a key step in the journey towards building a common language and industry standard for
reporting responsible investment (RI) activities. This RI Transparency Report is one of the key outputs of this Framework.
Its primary objective is to enable signatory transparency on RI activities and facilitate dialogue between investors and their
clients, beneficiaries and other stakeholders. A copy of this report will be publicly disclosed for all reporting signatories on
the PRI website, ensuring accountability of the PRI Initiative and its signatories.
This report is an export of the individual Signatory organisation’s response to the PRI during the 2019 reporting cycle. It
includes their responses to mandatory indicators, as well as responses to voluntary indicators the signatory has agreed to
make public. The information is presented exactly as it was reported. Where an indicator offers a response option that is
multiple-choice, all options that were available to the signatory to select are presented in this report. Presenting the
information exactly as reported is a result of signatory feedback which suggested the PRI not summarise the information.
As a result, the reports can be extensive. However, to help easily locate information, there is a Principles index which
highlights where the information can be found and summarises the indicators that signatories complete and disclose.

Understanding the Principles Index
The Principles Index summarises the response status for the individual indicators and modules and shows how these
relate to the six Principles for Responsible Investment. It can be used by stakeholders as an ‘at-a-glance’ summary of
reported information and to identify particular themes or areas of interest.
Indicators can refer to one or more Principles. Some indicators are not specific to any Principle. These are highlighted in
the ‘General’ column. When multiple Principles are covered across numerous indicators, in order to avoid repetition, only
the main Principle covered is highlighted.
All indicators within a module are presented below. The status of indicators is shown with the following symbols:
Symbol

Status


The signatory has completed all mandatory parts of this indicator



The signatory has completed some parts of this indicator



This indicator was not relevant for this signatory

-

The signatory did not complete any part of this indicator



The signatory has flagged this indicator for internal review

Within the table, indicators marked in blue are mandatory to complete. Indicators marked in grey are voluntary to complete.

1

Principles Index
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Principle

Organisational Overview
Indicator

Short description

OO TG

Status

Disclosure



-

1

2

3

4

5

General
6

OO 01

Signatory category and services



Public



OO 02

Headquarters and operational countries



Public



OO 03

Subsidiaries that are separate PRI
signatories



Public



OO 04

Reporting year and AUM



Public



OO 05

Breakdown of AUM by asset class



Asset mix
disclosed in
OO 06



OO 06

How would you like to disclose your asset
class mix



Public



OO 07

Fixed income AUM breakdown



Private



OO 08

Segregated mandates or pooled funds



n/a



OO 09

Breakdown of AUM by market



Public



OO 10

Active ownership practices for listed
assets



Public



OO 11

ESG incorporation practices for all assets



Public



Modules and sections required to
complete
Breakdown of listed equity investments
by passive and active strategies
Reporting on strategies that are <10% of
actively managed listed equities
Breakdown of fixed income investments
by passive and active strategies
Reporting on strategies that are <10% of
actively managed fixed income
Fixed income breakdown by market and
credit quality
Breakdown of externally managed
investments by passive and active
strategies
Breakdown of private equity investments
by strategy
Typical level of ownership in private
equity investments



Public





Public





n/a





Public





n/a





Public





n/a





n/a





n/a



Breakdown of property investments



n/a



Breakdown of property assets by
management



n/a



Largest property types



n/a



Breakdown of infrastructure investments



n/a



Breakdown of infrastructure assets by
management



n/a



Largest infrastructure sectors



n/a



OO HF 01

Breakdown of hedge funds investments
by strategies



n/a



OO End

Module confirmation page



-

OO 12
OO LE 01
OO LE 02
OO FI 01
OO FI 02
OO FI 03
OO SAM
01
OO PE 01
OO PE 02
OO PR
01
OO PR
02
OO PR
03
OO INF
01
OO INF
02
OO INF
03

3

Principle

CCStrategy and Governance
Indicator

Short description

SG 01

RI policy and coverage



Public



SG 01 CC

Climate risk



Public



SG 02

Publicly available RI policy or guidance
documents



Public

SG 03

Conflicts of interest



Public



SG 04

Identifying incidents occurring within
portfolios



Private



SG 05

RI goals and objectives



Public



SG 06

Main goals/objectives this year



Private



SG 07

RI roles and responsibilities



Public



SG 07 CC

Climate-issues roles and responsibilities



Public



SG 08

RI in performance management, reward
and/or personal development



Private



SG 09

Collaborative organisations / initiatives



Public

SG 09.2

Assets managed by PRI signatories



n/a

SG 10

Promoting RI independently



Public



Dialogue with public policy makers or
standard setters
Role of investment consultants/fiduciary
managers



Private

  



Public



ESG issues in strategic asset allocation



Public



n/a



Private



Private

SG 11
SG 12
SG 13
SG 13 CC
SG 14

Long term investment risks and
opportunity

SG 14 CC

Status

Disclosure

1

2

3

4

5

General
6



 







Allocation of assets to environmental and
social themed areas
ESG issues for internally managed
assets not reported in framework
ESG issues for externally managed
assets not reported in framework



Private



n/a





n/a



SG 18

Innovative features of approach to RI



Private



SG 19

Communication



Public

SG End

Module confirmation page



-

SG 15
SG 16
SG 17
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Principle

Direct - Listed Equity Incorporation
Indicator
LEI 01
LEI 02
LEI 03
LEI 04
LEI 05
LEI 06
LEI 07
LEI 08
LEI 09
LEI 10
LEI 11
LEI 12
LEI 13
LEI End

Short description

Status

Disclosure

1

Percentage of each incorporation
strategy
Type of ESG information used in
investment decision
Information from engagement and/or
voting used in investment decisionmaking



Public





Private





Private



Types of screening applied



Public



Processes to ensure screening is based
on robust analysis
Processes to ensure fund criteria are not
breached
Types of sustainability thematic
funds/mandates
Review ESG issues while researching
companies/sectors
Processes to ensure integration is based
on robust analysis
Aspects of analysis ESG information is
integrated into



Public





Private





Public





Public





Public





Private



ESG issues in index construction



n/a



How ESG incorporation has influenced
portfolio composition
Examples of ESG issues that affected
your investment view / performance



Private





Private



Module confirmation page



-

5

2

3

4

5

General
6

Principle

Direct - Listed Equity Active Ownership
Indicator

Short description

LEA 01

Description of approach to engagement



Public



LEA 02

Reasoning for interaction on ESG issues



Public

  

LEA 03

Process for identifying and prioritising
engagement activities



Public



LEA 04

Objectives for engagement activities



Public



LEA 05

Process for identifying and prioritising
collaborative engagement



Public



LEA 06

Role in engagement process



Public



LEA 07

Share insights from engagements with
internal/external managers



Private

 

LEA 08

Tracking number of engagements



Public



LEA 09

Number of companies engaged with,
intensity of engagement and effort



Private



LEA 10

Engagement methods



Private



LEA 11

Examples of ESG engagements



Private



Typical approach to (proxy) voting
decisions
Percentage of voting recommendations
reviewed



Public





Public



Securities lending programme



Private



Informing companies of the rationale of
abstaining/voting against management
Informing companies of the rationale of
abstaining/voting against management



Public





Public



Percentage of (proxy) votes cast



Public



Proportion of ballot items that were
for/against/abstentions
Proportion of ballot items that were
for/against/abstentions



Private





Public



Shareholder resolutions



Private



LEA 21

Examples of (proxy) voting activities



Private



LEA End

Module confirmation page



-

LEA 12
LEA 13
LEA 14
LEA 15
LEA 16
LEA 17
LEA 18
LEA 19
LEA 20

Status

6

Disclosure

1

2

3

4



5

General
6

Principle

Direct - Fixed Income
Indicator

Short description

Status

FI 01

Incorporation strategies applied



Public



FI 02

ESG issues and issuer research



Private



FI 03

Processes to ensure analysis is robust



Public



FI 04

Types of screening applied



Public



FI 05

Examples of ESG factors in screening
process



Private



FI 06

Screening - ensuring criteria are met



Public



FI 07

Thematic investing - overview



Private



FI 08

Thematic investing - themed bond
processes



Public



FI 09

Thematic investing - assessing impact



Public



FI 10

Integration overview



Public



FI 11

Integration - ESG information in
investment processes



Public



FI 12

Integration - E,S and G issues reviewed



Public



FI 13

ESG incorporation in passive funds



n/a



FI 14

Engagement overview and coverage



Private



FI 15

Engagement method



Private

 

FI 16

Engagement policy disclosure



Private

 

FI 17

Financial/ESG performance



Private

FI 18

Examples - ESG incorporation or
engagement



Private

FI End

Module confirmation page



-

7

Disclosure

1

2

3

4

5

General
6


 

Liontrust Investment Partners LLP

Reported Information
Public version
Organisational Overview

PRI disclaimer
This document presents information reported directly by signatories. This information has not been audited by the PRI
Secretariat or any other party acting on their behalf. While this information is believed to be reliable, no representations or
warranties are made as to the accuracy of the information presented, and no responsibility or liability can be accepted for
any error or omission.
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Basic information
OO 01

Mandatory

OO 01.1

Public

Gateway/Peering

General

Select the services and funds you offer

Select the services and funds you offer

% of asset under management (AUM) in ranges

Fund management

 0%
 <10%
 10-50%
 >50%

Fund of funds, manager of managers, sub-advised products  0%
 <10%
 10-50%
 >50%
Other

 0%
 <10%
 10-50%
 >50%

Total 100%

Further options (may be selected in addition to the above)
 Hedge funds
 Fund of hedge funds

OO 01.2

Additional information. [Optional]

Liontrust is a long term active fund management company that uses proprietary investment processes to identify
and hold companies for our clients for the medium to long term. Our funds have a low average turnover - i.e. our
average investment in a company is a number of years, and many companies have been held for much longer.
Investing in companies over the long term emphasises the need for good governance and stewardship.
At the heart of the Liontrust culture are the proprietary investment processes that each team develops and applies to
the management of their funds. Liontrust believe investment processes are key to consistent long-term performance
and effective risk control. Each team have determined the key factors and processes that will drive stock selection.
As part of this, portfolio managers are responsible for performing appropriate due diligence on their investments and
this will, at a minimum, include regularly reviewing various aspects of a company including the strategy,
performance, risk, capital structure and corporate governance. There is a recognition that these factors impact the
long term returns of companies.
Liontrust recognises that good governance & stewardship, sustainability and social impact is important to stock
selection and longer term performance. Liontrust investment teams take a holistic approach that aims to include any
information in our investment decisions that could be material to investment performance which includes ESG
factors - these factors are taken into account as there is a recognition that they may have a material effect on the
9

returns delivered to clients. There are a number of core principles we apply across the whole of our fund range,
these include:


A minimum standard of governance and behaviour of what we expect from companies we invest in;



Support from a central Governance and Stewardship team;



A commitment to the FRC's Stewardship Code;



Active voting in line with clearly articulated voting policies.

Liontrust have a single specialised Sustainable Investment Team who, as at the 31st December 2018, manage over
30% of Liontrust's AUM. The Sustainable Investment Team fully integrate ESG issues into their investment process,
taking a thematic approach to identify investment opportunities that are making a positive contribution to society
(environmental, social and governance (ESG) factors).
Liontrust signed up to the PRI in April 2018, however the Sustainable Investment team have been signatories for a
number of years and are represented on a number of PRI working groups to include PRI Cyber Security, PRI
Sustainable Palm Oil Investor Working Group, PRI Global Investor Taskforce on Tax & the PRI Tax Advisory
Committee and the PRI SDG and Active Ownership Committee and PRI Listed Equity Advisory Committee.

OO 02

Mandatory

Public

Peering

General

Select the location of your organisation’s headquarters.

OO 02.1

United Kingdom

Indicate the number of countries in which you have offices (including your headquarters).

OO 02.2
1
 2-5
 6-10
 >10

Indicate the approximate number of staff in your organisation in full-time equivalents (FTE).

OO 02.3

FTE
125
OO 03

Mandatory

Public

Descriptive

General

Indicate whether you have subsidiaries within your organisation that are also PRI signatories in
their own right.

OO 03.1
 Yes
 No
OO 04

Mandatory

OO 04.1

Public

Indicate the year end date for your reporting year.

31/12/2018
10

Gateway/Peering

General

Indicate your total AUM at the end of your reporting year.

OO 04.2

Include the AUM of subsidiaries, but exclude advisory/execution only assets, and exclude the assets of your PRI
signatory subsidiaries that you have chosen not to report on in OO 03.2
trillions
Total AUM
Currency

billions

millions

thousands

hundreds

11

239

000

000

14

397

076

406

GBP

Assets in USD

 Not applicable as we are in the fund-raising process

Indicate the total assets at the end of your reporting year subject to an execution and/or advisory
approach.

OO 04.4

 Not applicable as we do not have any assets under execution and/or advisory approach
OO 06

Mandatory

OO 06.1

Public

Descriptive

Select how you would like to disclose your asset class mix.

 as percentage breakdown
Internally managed (%) Externally managed (%)
Listed equity

82

0

Fixed income

11

0

Private equity

0

0

Property

0

0

Infrastructure

0

0

Commodities

0

0

Hedge funds

0

0

Fund of hedge funds

0

0

Forestry

0

0

Farmland

0

0
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General

Inclusive finance

0

0

Cash

0

0

Money market instruments 0

0

Other (1), specify

7

0

Other (2), specify

0

0

'Other (1)' specified
Multi Asset
 as broad ranges

OO 06.2

Publish asset class mix as per attached image [Optional].

OO 06.3

Indicate whether your organisation has any off-balance sheet assets [Optional].

 Yes
 No

OO 06.5

Indicate whether your organisation uses fiduciary managers.

 Yes, we use a fiduciary manager and our response to OO 5.1 is reflective of their management of our assets.
 No, we do not use fiduciary managers.
OO 09

Mandatory

OO 09.1

Public

Peering

Indicate the breakdown of your organisation’s AUM by market.

Developed Markets
95

Emerging Markets
5

Frontier Markets
0

Other Markets
0
12

General

Total 100%
100%

Asset class implementation gateway indicators
OO 10

Mandatory

OO 10.1

Public

Gateway

General

Select the active ownership activities your organisation implemented in the reporting year.

Listed equity – engagement
 We engage with companies on ESG factors via our staff, collaborations or service providers.
 We do not engage directly and do not require external managers to engage with companies on ESG factors.
Listed equity – voting
 We cast our (proxy) votes directly or via dedicated voting providers
 We do not cast our (proxy) votes directly and do not require external managers to vote on our behalf
Fixed income SSA – engagement
 We engage with SSA bond issuers on ESG factors via our staff, collaborations or service providers.
 We do not engage directly and do not require external managers to engage with SSA bond issuers on
ESG factors. Please explain why you do not.
Fixed income Corporate (financial) – engagement
 We engage with companies on ESG factors via our staff, collaborations or service providers.
 We do not engage directly and do not require external managers to engage with companies on ESG
factors. Please explain why you do not.
Fixed income Corporate (non-financial) – engagement
 We engage with companies on ESG factors via our staff, collaborations or service providers.
 We do not engage directly and do not require external managers to engage with companies on ESG
factors. Please explain why you do not.
Fixed income Corporate (securitised) – engagement
 We engage with companies on ESG factors via our staff, collaborations or service providers.
 We do not engage directly and do not require external managers to engage with companies on ESG
factors. Please explain why you do not.
OO 11

Mandatory

Public

13

Gateway

General

Select the internally managed asset classes in which you addressed ESG incorporation into your
investment decisions and/or your active ownership practices (during the reporting year).

OO 11.1

Listed equity
 We address ESG incorporation.
 We do not do ESG incorporation.

Fixed income - SSA
 We address ESG incorporation.
 We do not do ESG incorporation.

Fixed income - corporate (financial)
 We address ESG incorporation.
 We do not do ESG incorporation.

Fixed income - corporate (non-financial)
 We address ESG incorporation.
 We do not do ESG incorporation.

Fixed income - securitised
 We address ESG incorporation.
 We do not do ESG incorporation.

Other (1)
 We address ESG incorporation.
 We do not do ESG incorporation.

'Other (1)' [as defined in OO 05]
Multi Asset
OO 12

Mandatory

OO 12.1

Public

Gateway

General

Below are all applicable modules or sections you may report on. Those which are mandatory to
report (asset classes representing 10% or more of your AUM) are already ticked and read-only.
Those which are voluntary to report on can be opted into by ticking the box.

Core modules
 Organisational Overview
 Strategy and Governance

14

RI implementation directly or via service providers

Direct - Listed Equity incorporation
 Listed Equity incorporation

Direct - Listed Equity active ownership
 Engagements
 (Proxy) voting

Direct - Fixed Income
 Fixed income - SSA
 Fixed income - Corporate (financial)
 Fixed income - Corporate (non-financial)
 Fixed income - Securitised

RI implementation via external managers

Closing module
 Closing module

Peering questions
OO LE 01

OO LE
01.1

Mandatory

Public

Gateway

General

Provide a breakdown of your internally managed listed equities by passive, active - quantitative
(quant), active - fundamental and active - other strategies.

Update: this indicator has changed from "Mandatory to report, voluntary to disclose" to "Mandatory". Your
response to this indicator will be published in the Public Transparency Report. This change is to enable
improved analysis and peering.
Percentage of internally managed listed equities
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Strategies

Percentage of internally managed listed equities

Passive

 >50%
 10-50%
 <10%
 0%

Active - quantitative (quant)

 >50%
 10-50%
 <10%
 0%

Active - fundamental and active - other  >50%
 10-50%
 <10%
 0%
Total 100%

OO FI 01

Mandatory

Public

Gateway

General

Update: this indicator has changed from "Mandatory to report, voluntary to disclose" to "Mandatory". Your response
to this indicator will be published in the Public Transparency Report. This change is to enable improved
analysis and peering.

OO FI 01.1

Provide a breakdown of your internally managed fixed income securities by active and passive
strategies

16

Type

Passive

Active quantitative

Active - fundamental
& others

SSA

 >50%

 >50%

 >50%

 1050%

 10-50%

 10-50%

 <10%

 <10%

 0%

 0%

 >50%

 >50%

 >50%

 1050%

 10-50%

 10-50%

 <10%

 <10%

 0%

 0%

 >50%

 >50%

 >50%

 1050%

 10-50%

 10-50%

 <10%

 <10%

 0%

 0%

 >50%

 >50%

 >50%

 1050%

 10-50%

 10-50%

 <10%

 <10%

 0%

 0%

 <10%

Total internally managed fixed
income security

100%

 0%
Corporate
(financial)

 <10%

100%

 0%
Corporate (nonfinancial)

 <10%

100%

 0%
Securitised

 <10%

100%

 0%

OO FI 03

Mandatory

Public

Descriptive

General

Update: this indicator has changed from "Mandatory to report, voluntary to disclose" to "Mandatory". Your response
to this indicator will be published in the Public Transparency Report. This change is to enable improved
analysis and peering.

OO FI 03.1

Indicate the approximate (+/- 5%) breakdown of your SSA investments, by developed markets and
emerging markets.

17

SSA
Developed markets
100

Emerging markets
0

Total
100%

OO FI 03.2

Indicate the approximate (+/- 5%) breakdown of your corporate and securitised investments by
investment grade or high-yield securities.

Type

Investment grade (+/- 5%)

High-yield (+/- 5%)

Corporate (financial)

 >50%

 >50%

 10-50%

 10-50%

 <10%

 <10%

 0%

 0%

Corporate (non-financial)  >50%

Securitised

Total internally managed

100%

 >50%

 10-50%

 10-50%

 <10%

 <10%

 0%

 0%

 >50%

 >50%

 10-50%

 10-50%

 <10%

 <10%

 0%

 0%

18

100%

100%

Liontrust Investment Partners LLP

Reported Information
Public version
Strategy and Governance

PRI disclaimer
This document presents information reported directly by signatories. This information has not been audited by the PRI
Secretariat or any other party acting on their behalf. While this information is believed to be reliable, no representations or
warranties are made as to the accuracy of the information presented, and no responsibility or liability can be accepted for
any error or omission.
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Investment policy
SG 01

Mandatory

Public

Core Assessed

General

New selection options have been added to this indicator. Please review your prefilled responses carefully.

SG 01.1

Indicate if you have an investment policy that covers your responsible investment approach.

 Yes

SG 01.2

Indicate the components/types and coverage of your policy.

Select all that apply

Policy components/types

Coverage by AUM

 Policy setting out your overall approach

 Applicable policies cover all AUM

 Formalised guidelines on environmental factors

 Applicable policies cover a majority of AUM

 Formalised guidelines on social factors

 Applicable policies cover a minority of AUM

 Formalised guidelines on corporate governance factors
 Fiduciary (or equivalent) duties
 Asset class-specific RI guidelines
 Sector specific RI guidelines
 Screening / exclusions policy
 Engagement policy
 (Proxy) voting policy
 Other, specify (1)
 Other, specify(2)
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SG 01.3

Indicate if the investment policy covers any of the following

 Your organisation’s definition of ESG and/or responsible investment and it’s relation to investments
 Your investment objectives that take ESG factors/real economy influence into account
 Time horizon of your investment
 Governance structure of organisational ESG responsibilities
 ESG incorporation approaches
 Active ownership approaches
 Reporting
 Climate change
 Understanding and incorporating client / beneficiary sustainability preferences
 Other RI considerations, specify (1)
 Other RI considerations, specify (2)

SG 01.4

Describe your organisation’s investment principles and overall investment strategy,
interpretation of fiduciary (or equivalent) duties,and how they consider ESG factors and real
economy impact.

Liontrust is a long term active fund management company that uses proprietary investment processes to
identify and hold companies for our clients for the medium to long term. Our funds have a low average turnover
- i.e. our average investment in a company is a number of years, and many companies have been held for
much longer. Investing in companies over the long term emphasises the need for good governance and
stewardship.
At the heart of the Liontrust culture are the proprietary investment processes that each team develops and
applies to the management of their funds. Liontrust believe investment processes are key to consistent longterm performance and effective risk control. Each team have determined the key factors and processes that will
drive stock selection. As part of this, portfolio managers are responsible for performing appropriate due
diligence on their investments and this will, at a minimum, include regularly reviewing various aspects of a
company including the strategy, performance, risk, capital structure and corporate governance. There is a
recognition that these factors impact the long term returns of companies.

SG 01.5

Provide a brief description of the key elements, any variations or exceptions to your
investment policy that covers your responsible investment approach. [Optional]

Liontrust recognises that good governance & stewardship, sustainability and social impact is important to stock
selection and longer term performance. Liontrust investment teams take a holistic approach that aims to
include any information in our investment decisions that could be material to investment performance which
includes ESG factors - these factors are taken into account as there is a recognition that they may have a
material effect on the returns delivered to clients. There are a number of core principles we apply across the
whole of our fund range, these include:
A minimum standard of governance and behaviour of what we expect from companies we invest in;


Support from a central Governance and Stewardship team;



A commitment to the FRC's Stewardship Code;



Active voting in line with clearly articulated voting policies.

Liontrust have a single specialised Sustainable Investment Team who, as at the 31st December 2018, manage
over 30% of Liontrust's AUM. The Sustainable Investment Team fully integrate ESG issues into their
investment process, taking a thematic approach to identify investment opportunities that are making a positive
contribution to society (environmental, social and governance (ESG) factors).
Liontrust signed up to the PRI in April 2018, however the Sustainable Investment team have been signatories
for a number of years and are represented on a number of PRI working groups to include PRI Cyber Security,
PRI Sustainable Palm Oil Investor Working Group, PRI Global Investor Taskforce on Tax & the PRI Tax
21

Advisory Committee and the PRI SDG and Active Ownership Committee and PRI Listed Equity Advisory
Committee.

 No

I confirm I have read and understood the Accountability tab for SG 01
I confirm I have read and understood the Accountability tab for SG 01
SG 01 CC

SG 01.6
CC

Voluntary

Public

Descriptive

General

Indicate the climate-related risks and opportunities that have been identified and factored into the
investment strategies and products, within the organisation's investment time horizon.

In September 2018, Liontrust became a supporter of the Taskforce on Climate-Related Financial Disclosure
("TCFD"). We also recognise our duties to our investor base, where we need ensure that we demonstrate good
stewardship of the companies we invest in, including being aware of the risks and opportunities of climate change.
Climate change is a widely recognised threat to business and one which we are increasingly focusing on. Our
commitment to the UN PRI includes an obligation to perform detailed work on our investments' impact on climate
change. In 2017, Liontrust became a signatory to the Carbon Disclosure Project, an independent organisation that
measures corporate climate change and is involved in a number of other projects promoting good stewardship at the
companies we invest in on behalf of our clients.
The Board regularly discusses the impact of climate change on our business and our future strategy, in particular
the impact on our ability to deliver long-term superior performance due to the climate change risk on our client's
investments. Liontrust will report on climate related disclosure of our portfolios in 2020 and report the progress of our
journey on the TCFD recommendations of governance, strategy, risk management, and metrics and targets.
The key climate change factors that may impact us are increasing climate change regulation, actual changes in
climate and its impact on crops, water and extreme weather. We are integrating climate change risk into our group
wide risk framework as we try and understand how climate change will impact us and our investments. As at 31st
December 2018, 8.9% of the Liontrust's equity & fixed income portfolios are in climate relevant sectors according to
The Paris Agreement Capital Transition Assessment Tool, 2°C scenario analysis which focuses on the fossil fuel,
power, and automotive sectors, which account for between 70 and 90% of energy-related CO2- emissions in a
typical equity portfolio. An analysis of the emissions intensity of the aviation, shipping, cement and steel sectors is
also included in this report.
Since 2012, the Sustainable Investment team have disclosed the aggregated carbon emissions for their single
strategy funds. This work is carried out independently and, on average, the Sustainable Future funds emit 72 per
cent less carbon dioxide than the markets in which they are invested, have 24 per cent exposure to companies
whose products help to reduce emissions and hold 0 per cent in companies exposed to the extraction and
production of fossil fuels (such as coal miners and oil and natural gas exploration and production). Further details
can be found at https://www.liontrust.co.uk/what-we-think/blogs/Mike-Appleby-Climate-change-measuring-our-CO2emissions.
Last year we performed full ESG analytics for all of our investments so that we can start to measure our
environmental impact across the Group and can identify where we are most at risk. In 2019, we have engaged a
third party to provide a detailed carbon emissions analysis across all of our portfolios and will be available to our
clients.

SG 01.7
CC

Indicate whether the organisation has assessed the likelihood and impact of these climate risks?

 Yes
 No
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SG 01.9
CC

Indicate whether the organisation publicly supports the TCFD?

 Yes
 No

SG 01.10
CC

Indicate whether there is an organisation-wide strategy in place to identify and manage material
climate-related risks and opportunities.

 Yes
 No

SG 01.11
CC

Describe how and over what time frame the organisation will implement an organisation-wide
strategy that manages climate-related risks and opportunities.

The TCFD recognises that climate-related disclosure is a journey for many companies that will evolve over time
as organisations, investors, and others contribute to the quality and consistency of the information disclosed.
Liontrust have just started this journey and although the initial strategy has been discussed and agreed at the
Board Level, the implementation planning has only just begun. A broad outline of the Group's strategy and
timeline as agreed by our Board in Jan 2019 is shown below:
3-6 months:
Become familiar with the TCFD recommendations
Analyse gaps - understand our current disclosures and how they compare to the TCFD requirements.
Define ambition - understand where we want to be positioned by the end of 2020 / 21.
Establish board level oversight and an internal climate risk management process
Provide appropriate training and guidance to the Board and senior management
Establish implementation and monitoring plan
Disclose broad strategy and governance approaches in 2019 PRI's climate risk indicators and 2019 annual
report
6-12 months:
Plan - Develop an implementation plan and align the governance structures around delivery of this plan.
Tactical & strategic implementation, define our strategy and approach towards climate risk management such
as scenario analyses.
Initial analysis of portfolio holdings.
Start to integrate climate risks into the Group's existing investment risk management framework.
Engage the Portfolio Managers with our plans.
Identify and, where possible, disclose useful metrics for assessing climate-related risks and opportunities.
Updated disclosure in the 2020 PRI's climate risk indicators and 2019 / 2020 annual report.
12-18 months
Full integration of Climate Change risk within the risk management framework.
Full integration of Climate Change risk within investment risk and portfolio analysis.
Disclose how the organisation is integrating scenarios within its investment management.
Train - Ensure staff are trained on new policies and processes.
Communicate the shift in thinking on climate risk.
Target full disclosure in the 2021 PRI's climate risk indicators and 2020 / 2021 annual report.
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SG 1.12
CC

Indicate the documents and/or communications the organisation uses to publish TCFD disclosures.

 Public PRI Climate Transparency Report
 Annual financial filings
 Regular client reporting
 Member communications
 Other
SG 02

Mandatory

Public

Core Assessed

PRI 6

New selection options have been added to this indicator. Please review your prefilled responses carefully.

SG 02.1

Indicate which of your investment policy documents (if any) are publicly available. Provide a URL
and an attachment of the document.

 Policy setting out your overall approach
 Formalised guidelines on corporate governance factors

URL/Attachment
 URL

URL
https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=339d5a28-b280-4b79bd1e-af2f7113d1c4
 Attachment (will be made public)
 Fiduciary (or equivalent) duties
 Engagement policy

URL/Attachment
 URL

URL
https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=339d5a28-b280-4b79bd1e-af2f7113d1c4
 Attachment (will be made public)
 (Proxy) voting policy

URL/Attachment
 URL
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URL
https://www.liontrust.co.uk/investor-relations/Governance/governancepolicies#SortBy=CustomSort&datasourceId=53fc7142-f240-470a-b7b5-bff4f6a9088c&Page=2
 Attachment (will be made public)
 We do not publicly disclose our investment policy documents

SG 02.2

Indicate if any of your investment policy components are publicly available. Provide URL and an
attachment of the document.

 Your organisation’s definition of ESG and/or responsible investment and it’s relation to investments
 Your investment objectives that take ESG factors/real economy influence into account
 Time horizon of your investment
 Governance structure of organisational ESG responsibilities
 ESG incorporation approaches
 Active ownership approaches

URL/Attachment
 URL

URL
https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=339d5a28-b280-4b79bd1e-af2f7113d1c4
 Attachment
 We do not publicly disclose any investment policy components

SG 02.3

Additional information [Optional].

Formalised corporate governance, engagement and voting policies applicable to Liontrust are publicly available.
Liontrust are in the process of engaging an external provider to provide ESG and controversy data for all investment
teams. All investment teams receive data on Governance of their holdings supplied by ISS.
The Sustainable Future Equities investment process is available at
https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=896c5673-44b7-432f-ab96f2ba72179300
The Sustainable Future Fixed Income investment process is available at
https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=8ef3fc44-bcd3-45f5-92f14daf758b254a
The Sustainable Investment team screening criteria is available at
https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=fc1bfe8f-110d-495b-8051f448e9602d98
The Sustainable Investment team engagement policy and annual review for 2018 are available at
www.liontrust.co.uk/what-we-offer/investment-processes/sustainable-future-process
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SG 03

Mandatory

Public

Core Assessed

General

Indicate if your organisation has a policy on managing potential conflicts of interest in the
investment process.

SG 03.1
 Yes

Describe your policy on managing potential conflicts of interest in the investment process.

SG 03.2

Liontrust is committed to maintaining appropriate arrangements to identify, manage and mitigate actual and
potential conflicts of interest, with the objective of ensuring that our shareholders and clients are not adversely
affected. It is our duty to act in the best interests of our shareholders and clients in the conduct of our
investment business, including when engaging with investee companies and exercising our rights as
shareholders. A detailed conflicts of interest procedure document covers aims to ensure that any conflicts of
interest that may arise are identified, managed, and mitigated. A copy of our Conflicts of Interest policy can be
found at http://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=fd81d961-d8ca-437585f3-4e60b86cf0e7
 No

Additional information. [Optional]

SG 03.3

Liontrust has established procedures which are designed to identify and manage conflicts of interest. The following
are examples of conflicts and the arrangements for managing these conflicts:
• The Company's corporate governance and organisational arrangements provide for the segregation of duties and
aim to prevent conflicts arising by ensuring that an individual cannot exercise undue or inappropriate influence over
another person or process.
• Segregation of duties and supervision for persons engaged in different business activities including procedures for
ensuring appropriate communication between business functions.
• Personal account dealing restrictions which are applicable to all employees and relevant persons.
• Remuneration policies which are designed to promote sound and effective risk management and align the interests
of the company's management and investors.
• Limitation and management of personal conflicts of interest, including policies governing the offering and
acceptance of gifts and hospitality involving third parties.
• Employees are required to notify the company of any outside business interests and external directorships.

Objectives and strategies
SG 05

Mandatory

SG 05.1

Public

Gateway/Core Assessed

General

Indicate if and how frequently your organisation sets and reviews objectives for its responsible
investment activities.

 Quarterly or more frequently
 Biannually
 Annually
 Less frequently than annually
 Ad-hoc basis
 It is not set/reviewed
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SG 05.2

Additional information. [Optional]

The Liontrust Board regularly review objectives for its responsible investment activities. The acquisition of Alliance
Trust Investments Sustainable Investment team in 2017 year has brought in additional, specialist resources to
increase our commitment to integrating ESG factors into our investment processes and we now have an
experienced team working across asset classes and geographies as well as a dedicated governance and
stewardship manager. Sophia Tickell joined the Board as a Non-Executive Director in October 2017. Sophia is
founding partner of healthcare, energy, climate change and finance think tank Meteos Limited, and a writer,
facilitator and advocate with more than 15 years of experience working with asset managers and corporate
executives to improve their appreciation of societal expectations and environmental constraints. Over a third of our
assets under management fully integrate ESG issues into their investments and we continue to develop and launch
new funds to meet client demand for a more sustainable investment approach.
Liontrust signed up to the PRI in April 2018, the Sustainable Investment team have been signatories for a number of
years, members of the Sustainable Investment team are represented on a number of PRI working groups to include
PRI Cyber Security, PRI Sustainable Palm Oil Investor Working Group, PRI Global Investor Taskforce on Tax & the
PRI Tax Advisory Committee and the PRI SDG and Active Ownership Committee and PRI Listed Equity Advisory
Committee. We also collaborate with other investors on other initiatives such as the 30 percent Investor Group.
Liontrust plc are signatories to the Carbon Disclosure Project (CDP) and members of UKSIF (UK Sustainable
Investment & Finance Association). Liontrust is committed to the Financial Reporting Council's Stewardship Code. In
late 2018, Liontrust became supporters of the Taskforce on Climate related Financial Disclosures (TCFD).
We continue to work on providing all our investment teams with more and better ESG data to include in their
investment processes. This is being further developed in 2019 with controversy monitoring, more detailed ESG
analysis services on a portfolio by portfolio basis and carbon reporting. The Sustainable Investment team's
investment process of full ESG integration has evolved over the last 18 years, however their philosophy and
framework remains unchanged to ensure a robust process. Review of their investment process and stewardship
activities are carried out regularly via weekly team meetings, monthly engagement and thematic meetings and
advisory committee meeting which happen three times per year. Details of the teams annual process review are
outlined on our website https://www.liontrust.co.uk/what-we-think/blogs/How-our-themes-are-evolving

Governance and human resources
SG 07

Mandatory

SG 07.1

Public

Core Assessed

General

Indicate the internal and/or external roles used by your organisation, and indicate for each whether
they have oversight and/or implementation responsibilities for responsible investment.

Roles
 Board members or trustees
 Oversight/accountability for responsible investment
 Implementation of responsible investment
 No oversight/accountability or implementation responsibility for responsible investment
 Internal Roles (triggers other options)
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Select from the below internal roles
 Chief Executive Officer (CEO), Chief Investment Officer (CIO), Chief Operating Officer (COO),
Investment Committee
 Oversight/accountability for responsible investment
 Implementation of responsible investment
 No oversight/accountability or implementation responsibility for responsible investment
 Other Chief-level staff or head of department, specify
Head of Risk
 Oversight/accountability for responsible investment
 Implementation of responsible investment
 No oversight/accountability or implementation responsibility for responsible investment
 Portfolio managers
 Oversight/accountability for responsible investment
 Implementation of responsible investment
 No oversight/accountability or implementation responsibility for responsible investment
 Investment analysts
 Oversight/accountability for responsible investment
 Implementation of responsible investment
 No oversight/accountability or implementation responsibility for responsible investment
 Dedicated responsible investment staff
 Oversight/accountability for responsible investment
 Implementation of responsible investment
 No oversight/accountability or implementation responsibility for responsible investment
 Investor relations
 Other role, specify (1)
 Other role, specify (2)
 External managers or service providers
 Oversight/accountability for responsible investment
 Implementation of responsible investment
 No oversight/accountability or implementation responsibility for responsible investment

SG 07.2

For the roles for which you have RI oversight/accountability or implementation responsibilities,
indicate how you execute these responsibilities.

The Group Board is responsible for Liontrust's corporate obligations, including our obligations as a PRI signatory
and under the various other commitments we have made on ESG issues such as the TCFD. This includes reviewing
executive actions and ensuring that the report and accounts and other reporting provides a full and fair account of
our activities. The main Board ensures that climate related issues are included in strategy discussions. The Board
benefits from a NED member who has extensive knowledge on ESG factors.
The Audit & Risk Committee, a subcommittee of the main board has been formally tasked with keeping these
reporting obligations under review and receives a regular report on the Group's Governance and Stewardship
activities at each meeting and holds the management team to account at these meetings.
The Group management committee is responsible for the implementation of the Board Strategy and the day to day
management of Climate related risks and opportunities. It is also responsible for all fund or portfolio related climate
risks or opportunities and the successful integration of climate risks into the group risk framework.
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The group also hold a regular Fund Managers Meeting - a quarterly discussion group to ensure fund managers
participate in the development of tools and policies including ESG initiatives.
Governance and Stewardship for the Group is overseen by the Head of Risk who reports into the Chair of the Audit
and Risk Committee and is a member of the Management Committee.
Last year we performed full ESG analytics for all of our investments so that we can start to measure our
environmental impact across the Group and can identify where we are most at risk. Liontrust are in the process of
engaging an external ESG provider to provide ESG and controversy data for all holdings held by investment teams.
All investment teams currently receive data on Governance of their holdings supplied by ISS. All investment teams
implicitly consider ESG factors to ensure they invest clients' money responsibly.
Liontrust Sustainable Investment team's investment approach is one of full integration of ESG issues into investment
decisions. The Sustainable team do not have separate fund management and ESG teams; instead every investment
team member is responsible for all aspects of financial and ESG factors relating to the investment decision. Team
members are responsible for clearly defined sectors and cover stocks within their respective sector. Each team
member has responsibility for monitoring the major trends and themes in their sector, identifying investment
opportunities, assessing the ESG performance of those opportunities, integrating that information into forecast
earnings and valuation, submitting investment recommendations for our funds, engaging with companies and
subsequently conducting all proxy voting for investee companies. Because of this integrated approach, investment
team members engage with companies across a broad range of issues relating to steps in our investment process
e.g. screening criteria, sustainable investment themes and company-specific environmental, social and governance
issues.
The team have developed this approach over more than 18 years that they have been investing responsibly as they
believe it is the best way to deliver investment performance. Their track record strongly supports this view.

SG 07.3

Indicate the number of dedicated responsible investment staff your organisation has.

Number
14

SG 07.4

Additional information. [Optional]

This number represents all 13 members of the Sustainable Investment team and the Governance & Stewardship
Manager.

I confirm I have read and understood the Accountability tab for SG 07
I confirm I have read and understood the Accountability tab for SG 07

Promoting responsible investment
SG 09

Mandatory

SG 09.1

Public

Core Assessed

PRI 4,5

Select the collaborative organisation and/or initiatives of which your organisation is a member or in
which it participated during the reporting year, and the role you played.

Select all that apply
 Principles for Responsible Investment
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Your organisation’s role in the initiative during the reporting period (see definitions)
 Basic
 Moderate
 Advanced
Provide a brief commentary on the level of your organisation’s involvement in the initiative.
[Optional]
Members of the Sustainable team are represented on the following PRI working groups:
PRI Listed Equity Advisory Committee
PRI Sustainable Palm Oil Investor working Group
PRI SDG and Active Ownership Committee
PRI Global Investor Taskforce on Tax & the PRI Tax Advisory Committee
PRI Cyber Security
 Asian Corporate Governance Association
 Australian Council of Superannuation Investors
 AFIC – La Commission ESG
 BVCA – Responsible Investment Advisory Board
 CDP Climate Change
Your organisation’s role in the initiative during the reporting period (see definitions)
 Basic
 Moderate
 Advanced
Provide a brief commentary on the level of your organisation’s involvement in the initiative.
[Optional]
Signatory
 CDP Forests
Your organisation’s role in the initiative during the reporting period (see definitions)
 Basic
 Moderate
 Advanced
Provide a brief commentary on the level of your organisation’s involvement in the initiative.
[Optional]
Signatory
 CDP Water
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Your organisation’s role in the initiative during the reporting period (see definitions)
 Basic
 Moderate
 Advanced
Provide a brief commentary on the level of your organisation’s involvement in the initiative.
[Optional]
Signatory
 CFA Institute Centre for Financial Market Integrity
 Code for Responsible Investment in SA (CRISA)
 Code for Responsible Finance in the 21st Century
 Council of Institutional Investors (CII)
 Eumedion
 Extractive Industries Transparency Initiative (EITI)
 ESG Research Australia
 Invest Europe Responsible Investment Roundtable
 Global Investors Governance Network (GIGN)
 Global Impact Investing Network (GIIN)
 Global Real Estate Sustainability Benchmark (GRESB)
 Green Bond Principles
 Institutional Investors Group on Climate Change (IIGCC)
 Interfaith Center on Corporate Responsibility (ICCR)
Your organisation’s role in the initiative during the reporting period (see definitions)
 Basic
 Moderate
 Advanced
Provide a brief commentary on the level of your organisation’s involvement in the initiative.
[Optional]
Involved in collaborate engagement and working group on Human Rights.
 International Corporate Governance Network (ICGN)
 Investor Group on Climate Change, Australia/New Zealand (IGCC)
 International Integrated Reporting Council (IIRC)
 Investor Network on Climate Risk (INCR)/CERES
 Local Authority Pension Fund Forum
 Principles for Sustainable Insurance
 Regional or National Social Investment Forums (e.g. UKSIF, Eurosif, ASRIA, RIAA), specify
UKSIF ﹠Eurosif
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Your organisation’s role in the initiative during the reporting period (see definitions)
 Basic
 Moderate
 Advanced
Provide a brief commentary on the level of your organisation’s involvement in the initiative.
[Optional]
Members - Continuing heavy involvement in human rights in the supply chain through various investor lead
initiatives. Company sponsorship of some UKSIF events.
 Responsible Finance Principles in Inclusive Finance
 Shareholder Association for Research and Education (Share)
 United Nations Environmental Program Finance Initiative (UNEP FI)
 United Nations Global Compact
 Other collaborative organisation/initiative, specify
30% Investor Group
Your organisation’s role in the initiative during the reporting year (see definitions)
 Basic
 Moderate
 Advanced
Provide a brief commentary on the level of your organisation’s involvement in the initiative.
[Optional]
Member of the Investor Group.
 Other collaborative organisation/initiative, specify
 Other collaborative organisation/initiative, specify
 Other collaborative organisation/initiative, specify
SG 10

Mandatory

SG 10.1

Public

Core Assessed

PRI 4

Indicate if your organisation promotes responsible investment, independently of collaborative
initiatives.

 Yes

SG 10.2

Indicate the actions your organisation has taken to promote responsible investment
independently of collaborative initiatives. Provide a description of your role in contributing to
the objectives of the selected action and the typical frequency of your
participation/contribution.

 Provided or supported education or training programmes (this includes peer to peer RI support) Your
education or training may be for clients, investment managers, actuaries, broker/dealers, investment
consultants, legal advisers etc.)
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Description
The Sustainable Investment team at Liontrust provide what we call a “Sustainable teach-in” to wealth
managers and financial advisers two or three times a year. These are designed to be dedicated
educational presentations about what is sustainable and responsible investment, the different approaches
and what are the potential benefits of sustainable and responsible investment over 2018, the team
presented to in excess of 1,200 IFA's . Every presentation we make to our professional intermediary
clients and consumers has a strong element of education along with promoting the funds that the team
manages.

Frequency of contribution
 Quarterly or more frequently
 Biannually
 Annually
 Less frequently than annually
 Ad hoc
 Other
 Provided financial support for academic or industry research on responsible investment
 Provided input and/or collaborated with academia on RI related work

Description
- We presented and were part of a panel of experts at a CFA Institute conference on integrating ESG into
financial analysis. This continues our work with the CFA Society of the UK on proposals to increase the
environmental, social and governance (ESG) content of the Investment Management Certificate (IMC)
curriculum as a member of the CFA UK ESG working Group. We believe it is important that all investment
professionals receive formal education on ESG risks and opportunities.
- The Head of Sustainable Investment taught a module in Ecological Economics MSc at Surrey University
Centre for Environmental Strategy where the focus was on sustainable investment.
- Lecture to Sustainability Masters programme at IESE Barcelona.

Frequency of contribution
 Quarterly or more frequently
 Biannually
 Annually
 Less frequently than annually
 Ad hoc
 Other
 Encouraged better transparency and disclosure of responsible investment practices across the investment
industry

Description
We took part in a workshop presentation on integrating ESG into financial analysis at the CFA Institute.
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Frequency of contribution
 Quarterly or more frequently
 Biannually
 Annually
 Less frequently than annually
 Ad hoc
 Other
 Spoke publicly at events and conferences to promote responsible investment

Description
The team presents regularly at Liontrust and industry events and conferences to promote the benefits and
attractions of taking a sustainable and responsible investment approach. These presentations discuss the
different approaches to sustainable and responsible investment and how these approaches can deliver
better investment returns over the long-term than mainstream funds while benefiting society. For example,
the Sustainable team presented at Liontrust’s Annual Investment Conference in January 2018 to more
than 200 intermediaries.

Frequency of contribution
 Quarterly or more frequently
 Biannually
 Annually
 Less frequently than annually
 Ad hoc
 Other
 Wrote and published in-house research papers on responsible investment

Description
All investment teams regularly publish articles on the What We Think section of our website
https://www.liontrust.co.uk/what-we-think/blogs?blogtype=Fund+manager+views. The Sustainable
Investment team writes articles regularly for the media and members of the team are also frequently
quoted by journalists within articles they have written. The team writes for national newspapers, the
financial trade press and specialist sustainable publications, with articles and comments being published
in print and online. Liontrust has a dedicated Twitter channel for the Sustainable Investment team @liontrustfuture – and we also post articles and comments on LindkedIn. We produce and distribute
videos, including one on the UN SDGs. Examples of articles published in 2018 include:
https://www.liontrust.co.uk/what-we-think/blogs/bullish-predictions-on-electric-cars-still-too-conservative
https://www.liontrust.co.uk/what-we-think/blogs/calorie-reduction-targets-lead-drive-towards-healthier-food
https://www.liontrust.co.uk/what-we-think/blogs/ending-plastic-pollution-an-ocean-of-opportunity
https://www.liontrust.co.uk/what-we-think/blogs/navigating-gdpr-threats-and-opportunities
https://www.liontrust.co.uk/what-we-think/blogs/calling-for-a-food-and-drink-revolution
https://www.liontrust.co.uk/what-we-think/blogs/Reappraising-the-social-networks
https://www.liontrust.co.uk/what-we-think/blogs/an-ocean-of-opportunity-in-fishing-nets-and-carpets
https://www.liontrust.co.uk/what-we-think/blogs/How-our-themes-are-evolving
https://www.liontrust.co.uk/what-we-think/blogs/Lehman-Brothers-10-years-on-lessons-learnt
https://www.liontrust.co.uk/what-we-think/blogs/assessing-the-social-side-of-ESG
https://www.liontrust.co.uk/what-we-think/blogs/How-we-are-investing-in-a-fast-changing-world
https://www.liontrust.co.uk/what-we-think/blogs/Europe-acts-to-tackle-single-use-plastics
https://www.liontrust.co.uk/what-we-think/blogs/Mike-Appleby-Climate-change-measuring-our-CO2emissions
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Frequency of contribution
 Quarterly or more frequently
 Biannually
 Annually
 Less frequently than annually
 Ad hoc
 Other
 Encouraged the adoption of the PRI
 Responded to RI related consultations by non-governmental organisations (OECD, FSB etc.)

Description
The Foreign and Commonwealth Office approached us to discuss how the Illegal Wildlife Trade (IWT) is
damaging the environment and society and how investors can potentially help combat the trade and the
potential future role of investment in funding some of the solutions needed. We went on to attend the first
Illegal Wildlife Trade Conference in London and learnt more about this multi-faceted issue and how as
investors we can include IWT in our existing engagement priority with companies on Bribery ﹠Corruption
(particularly money laundering through banks) as well as engaging with social network platform

Frequency of contribution
 Quarterly or more frequently
 Biannually
 Annually
 Less frequently than annually
 Ad hoc
 Other
 Wrote and published articles on responsible investment in the media

Description
The Sustainable Investment team writes articles regularly for the media and members of the team are also
frequently quoted by journalists within articles they have written. The team writes for national newspapers,
the financial trade press and specialist sustainable publications, with articles and comments being
published in print and online

Frequency of contribution
 Quarterly or more frequently
 Biannually
 Annually
 Less frequently than annually
 Ad hoc
 Other
 A member of PRI advisory committees/ working groups, specify
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Description
Members of the team are represented on a number of PRI working groups to include PRI Cyber Security,
PRI Sustainable Palm Oil Investor Working Group, PRI Global Investor Taskforce on Tax ﹠ the PRI Tax
Advisory Committee and the PRI SDG and Active Ownership Committee and PRI Listed Equity Advisory
Committee.

Frequency of contribution
 Quarterly or more frequently
 Biannually
 Annually
 Less frequently than annually
 Ad hoc
 Other
 On the Board of, or officially advising, other RI organisations (e.g. local SIFs)
 Other, specify
 No

Outsourcing to fiduciary managers and investment consultants
SG 12

Mandatory

Public

Core Assessed

PRI 4

New selection options have been added to this indicator. Please review your prefilled responses carefully.

SG 12.1

Indicate whether your organisation uses investment consultants.

 Yes, we use investment consultants
 No, we do not use investment consultants.

SG 12.7

Additional information [Optional].

N/A

ESG issues in asset allocation
SG 13

Mandatory

SG 13.1

Public

Descriptive

PRI 1

Indicate whether the organisation undertakes scenario analysis and/or modelling and provide a
description of the scenario analysis (by asset class, sector, strategic asset allocation, etc.).

 Yes, to assess future ESG factors
 Yes, to assess future climate-related risks and opportunities
 No, not to assess future ESG/climate-related issues
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SG 13.3

Additional information. [OPTIONAL]

The Sustainable Future funds carry out analysis from a stock specific level within the fund portfolios, this both
excludes exposure to companies at high risk of losing out from ESG externalities being charged back to the
business as well as finding opportunities to invest in companies benefitting from secular demand for their products
because of their ESG characteristics - either in what the company does or how good management are at managing
these aspects. We view our bottom up fundamental analysis that includes ESG as well as traditional asset
management aspects as a way of achieving portfolios with very low exposure to ESG related risk and high exposure
to ESG opportunities in our economies. As a result of our investment decisions, we can see that these funds have
much lower exposure to carbon emissions from operations as compared to the market (around 70% lower). We
believe this makes these funds super-resilient to the inevitable regulatory tightening to eventually put a price on the
cost of carbon and start passing this onto the polluters that make these emissions. These portfolio's margins are
super resilient to carbon costs as they have far fewer carbon costs to pass onto customers.

Communication
SG 19

Mandatory

SG 19.1

Public

Core Assessed

PRI 2, 6

Indicate whether your organisation typically discloses asset class specific information proactively.
Select the frequency of the disclosure to clients/beneficiaries and the public, and provide a URL to
the public information.

Caution! The order in which asset classes are presented below has been updated in the online tool to
match the Reporting Framework overview.
If you are transferring data from an offline document, please check your response carefully.

Listed equity - Incorporation

Do you disclose?
 We do not proactively disclose it to the public and/or clients/beneficiaries
 We disclose to clients/beneficiaries only.
 We disclose it publicly

The information disclosed to clients/beneficiaries is the same
 Yes
 No
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Disclosure to public and URL

Disclosure to public and URL
 Broad approach to ESG incorporation
 Detailed explanation of ESG incorporation strategy used

Frequency
 Quarterly or more frequently
 Biannually
 Annually
 Less frequently than annually
 Ad-hoc/when requested

URL
https://www.liontrust.co.uk/what-we-offer/investment-processes/sustainable-future-process

URL
https://www.liontrust.co.uk/what-we-offer

Listed equity - Engagement

Do you disclose?
 We do not disclose to either clients/beneficiaries or the public.
 We disclose to clients/beneficiaries only.
 We disclose to the public
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Disclosure to clients/beneficiaries

Disclosure to clients/beneficiaries
 Details on the overall engagement strategy
 Details on the selection of engagement cases and definition of objectives of the selections, priorities and
specific goals
 Number of engagements undertaken
 Breakdown of engagements by type/topic
 Breakdown of engagements by region
 An assessment of the current status of the progress achieved and outcomes against defined objectives
 Examples of engagement cases
 Details on eventual escalation strategy taken after the initial dialogue has been unsuccessful (i.e. filing
resolutions, issuing a statement, voting against management, divestment etc.)
 Details on whether the provided information has been externally assured
 Outcomes that have been achieved from the engagement
 Other information

Frequency
 Quarterly or more frequently
 Biannually
 Annually
 Less frequently than annually
 Ad-hoc/when requested

Listed equity – (Proxy) Voting

Do you disclose?
 We do not disclose to either clients/beneficiaries or the public.
 We disclose to clients/beneficiaries only.
 We disclose to the public

The information disclosed to clients/beneficiaries is the same
 Yes
 No
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Disclosure to public and URL

Disclosure to public and URL
 Disclose all voting decisions
 Disclose some voting decisions
 Only disclose abstentions and votes against management

Frequency
 Quarterly or more frequently
 Biannually
 Annually
 Less frequently than annually
 Ad hoc/when requested

URL
https://www.liontrust.co.uk/investor-relations/Governance/governance-policies

Fixed income

Do you disclose?
 We do not disclose to either clients/beneficiaries or the public.
 We disclose to clients/beneficiaries only.
 We disclose to the public

The information disclosed to clients/beneficiaries is the same
 Yes
 No
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Disclosure to public and URL

Disclosure to public and URL
 Broad approach to RI incorporation
 Detailed explanation of RI incorporation strategy used

Frequency
 Quarterly
 Biannually
 Annually
 Less frequently than annually
 Ad hoc/when requested

URL
https://www.liontrust.co.uk/what-we-offer/investment-processes/sustainable-future-process

URL
https://www.liontrust.co.uk/what-we-offer

SG 19.2

Additional information [Optional]

The Sustainable Investment team annual report for 2018 is available on our website
https://www.liontrust.co.uk/what-we-offer/investment-processes/sustainable-future-process
All investment team processes are available on our website https://www.liontrust.co.uk/what-we-offer/investmentprocesses
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Liontrust Investment Partners LLP

Reported Information
Public version
Direct - Listed Equity Incorporation

PRI disclaimer
This document presents information reported directly by signatories. This information has not been audited by the PRI
Secretariat or any other party acting on their behalf. While this information is believed to be reliable, no representations or
warranties are made as to the accuracy of the information presented, and no responsibility or liability can be accepted for
any error or omission.
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ESG incorporation in actively managed listed equities

Implementation processes
LEI 01

Mandatory

LEI 01.1

Public

Gateway

PRI 1

Indicate (1) which ESG incorporation strategy and/or combination of strategies you apply to
your actively managed listed equities and (2) the breakdown of your actively managed listed
equities by strategy or combination of strategies (+/- 5%)

ESG incorporation strategy (select all that apply)
 Screening alone (i.e. not combined with any other strategies)
 Thematic alone (i.e. not combined with any other strategies)
 Integration alone (i.e. not combined with any other strategies)
Percentage of active listed equity to
which the strategy is applied

%
75

 Screening and integration strategies
 Thematic and integration strategies
 Screening and thematic strategies
 All three strategies combined
Percentage of active listed equity to
which the strategy is applied

%
25

 We do not apply incorporation strategies
Percentage of active listed equity to
which no strategy is applied

%
0

Total actively managed listed equities
100%
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LEI 01.2

Describe your organisation’s approach to incorporation and the reasons for choosing the
particular ESG incorporation strategy/strategies.

Liontrust Sustainable Investment team's investment approach is one of full integration of ESG issues into
investment decisions. The Sustainable team do not have separate fund management and ESG teams; instead
every investment team member is responsible for all aspects of financial and ESG factors relating to the
investment decision. Team members are responsible for clearly defined sectors and cover stocks within their
respective sector. Each team member has responsibility for monitoring the major trends and themes in their
sector, identifying investment opportunities, assessing the ESG performance of those opportunities, integrating
that information into forecast earnings and valuation, submitting investment recommendations for our funds,
engaging with companies and subsequently conducting all proxy voting for investee companies. Because of
this integrated approach, investment team members engage with companies across a broad range of issues
relating to steps in our investment process e.g. screening criteria, sustainable investment themes and
company-specific environmental, social and governance issues.
The team have developed this approach over more than 18 years that they have been investing responsibly as
they believe it is the best way to deliver investment performance. Their track record strongly supports this view.
The team's main focus is always on superior investment performance and following our investment principles.
In a fast changing world, the team believe the companies that will survive and thrive are those that focus on
improving people's quality of life, be it through medical, technological or educational advances on driving
efficiency in the use of our increasingly scarce resources and on building resilient, prosperous and stable
societies.
Identifying emerging trends and long-term themes is the cornerstone of their process. From the development of
personalised medicine to the transition to lower carbon fossil fuels, they are fascinated by the large scale
growth trends that are changing the world and by the opportunities they create.
They look closely at companies in terms of their resilience, responsiveness and understanding of the world
around them, actively seeking out those that understand and manage their environmental and social impacts
as they believe they will deliver better returns for shareholders, with lower risk don't.
When they do decide to invest, it's in high quality businesses with an attractive valuation, robust business
fundamentals and strong management teams.
Ultimately they look for adaptors and innovators that, through their core products and the way they manage
their operations, are capitalising on change, accessing new opportunities and outperforming their competitors.
They invest in progressive companies that are creating real and lasting value for their shareholders and for
society, now and in the future.
The team use a Sustainability Matrix to determine the eligibility of a company for inclusion in their funds. Their
screening criteria are incorporated into the Sustainability Matrix rating for a company. Their Sustainability
Matrix helps to analyse how sustainable and responsible a company is. They analyse the product sustainability
and management quality of each investee company in which screening, thematic ESG incorporation are also
factored in. Companies need to be categorised higher than C4 in order to gain access to our Sustainable
Future funds (Institutional clients with segregated funds are able to tailor the Matrix cut-off according to their
own thresholds). To help with the rating process, the analysts maintain a set of guidelines that provide further
guidance on what influences how they rate companies using their sustainability matrix for each sector. The
sector guidelines also highlight the potentially material environmental, social and governance issues that they
expect management to be addressing and provide an indication of what they consider to be good practice.
Product sustainability (rated from A to E): Assesses the extent to which a company's core business (the
products or services it offers) helps or harms society and/or the environment. An 'A' rating indicates a company
whose products or services contribute to sustainable development (e.g. renewable energy); an 'E' rating
indicates a company whose core business is in a conflict with sustainable development (e.g. tobacco).
Management quality (rated from 1 to 5): Assesses whether a company has appropriate structures, policies and
practices in place for managing its environmental, social and governance risks/impacts. Management quality in
relation to the risks and opportunities represented by potentially material social, environmental and governance
issues are graded from 1 (excellent) to 5 (very poor). The Sustainability Matrix rating of the company is
integrated to the valuation and fundamental analysis of the investee company.
Their research has identified 20 areas of long-term growth within our economies that fall under three trends
identified as: Better resource efficiency, Improved health, and Greater safety and resilience, with a number of
underlying themes as outlined below. They team believe that companies exposed to these themes are likely to
see stronger and more persistent growth than those that are not, allowing the team to find growth even in an
era of low economic growth.
Better resource efficiency
Improving the efficiency of energy use; improving the management of water; increasing electricity generation
from renewable sources; improving industrial and agricultural processes; increasing waste treatment and
recycling; making transportation more efficient.
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Improved health
Providing affordable healthcare globally; connecting people; delivering healthier foods; building better cities;
providing education; enabling innovation in healthcare; enabling healthier lifestyles.
Greater safety and resilience
Increasing financial resilience; saving for the future; insuring a sustainable economy; leading ESG
management; improving auto safety; enhancing digital security; better monitoring of supply chains and quality
control.
All our other assets under management (i.e. those not run using the Sustainable Teams investment process
detailed above) are run using an integration approach without screening or an ESG thematic approach. The
teams incorporate ESG factors directly into their stock selection as part of their analysis of investment
opportunities. The portfolio managers regularly engage with companies they own and all companies are
actively voted.

LEI 01.3

If assets are managed using a combination of ESG incorporation strategies, briefly describe
how these combinations are used. [Optional]

The Sustainable Future philosophy is reflected in the investment team structure. ESG issues are integrated
directly into the team's bottom-up stock selection process by the analyst, who will combine their ESG analysis
with their forecast of future earnings and the valuation of those earnings. This fully integrated analysis allows
the team to map a company's action on a material ESG issue through to any impact that may have on its
financials.
Every Sustainable investment team member is responsible for all aspects of financial and ESG factors relating
to the investment decision and has responsibility for monitoring:


the major trends and themes in their sector



identifying investment opportunities and the ESG performance of those opportunities



integrating that information into forecast earnings and valuation



submitting investment recommendations for our funds



engaging with companies and conducting all proxy voting for investee companies

Because of this integrated approach, investment team members engage with companies across a broad range
of issues relating to steps in our investment process, such as screening criteria, sustainable investment themes
and company-specific environmental, social and governance issues.

(A) Implementation: Screening
LEI 04

Mandatory

LEI 04.1

Public

Descriptive

PRI 1

Indicate and describe the type of screening you apply to your internally managed active listed
equities.

Type of screening
 Negative/exclusionary screening

Screened by
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 Product
 Activity
 Sector
 Country/geographic region
 Environmental and social practices and performance
 Corporate governance

Description
The Sustainable Investment team also screens to exclude the following businesses from its Sustainable
Future fund portfolios; the team has thresholds on the revenues that companies can derive from
unsustainable and unethical activities and still be included in their funds. From July 2018, all funds
managed by the team moved from a threshold of 10% of revenues from activities such as tobacco,
gambling, intensive farming, weapon systems and nuclear to 5%.
https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=fc1bfe8f-110d-495b-8051f448e9602d98
The team's UK ethical fund also:
excludes all companies that derive 5% of turnover from the production, distribution and/ or sale of alcohol
products; and avoids investing in any company involved with animal testing.
https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=f8d69848-d58b-4ba39d12-4b3eed35501f
Occasionally, positive benefits may be considered to outweigh the negative activities outlined in the
team's screening criteria. In these cases, a balanced judgement is made on the recommendation of the
sector specialist with oversight from the independent external advisory committee.

 Positive/best-in-class screening

Screened by
 Product
 Activity
 Sector
 Country/geographic region
 Environmental and social practices and performance
 Corporate governance

Description
The team screens to exclude the following businesses from its Sustainable Future funds: companies that
are directly involved in the construction of large dam projects in developing countries if those projects
have not met best practice standards; and companies involved in the building of large scale infrastructure
projects such as roads, airports or dams unless they are viewed as leaders within their sector with respect
to stakeholder dialogue, environmental management and social and environmental impact assessment.

 Norms-based screening

Screened by
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 UN Global Compact Principles
 The UN Guiding Principles on Business and Human Rights
 International Labour Organization Conventions
 United Nations Convention Against Corruption
 OECD Guidelines for Multinational Enterprises
 Other, specify

Description
The team screens to exclude the following businesses from its Sustainable Future portfolios:


companies judged not to be addressing serious allegations (narrowly interpreted) of violations of
international human rights laws and standards including the OECD Guidelines for Multi-National
Enterprises (2000) and the UN Global Compact (2000), among others and



companies judged not to be addressing serious allegations (narrowly interpreted) of breaches of
labour standards such as those on child labour, forced labour, discrimination, union rights, working
hours and health safety.

Occasionally, positive benefits may be considered to outweigh the negative activities outlined in the
team's screening criteria. In these cases, a balanced judgement is made on the recommendation of the
sector specialist with oversight from the independent external advisory committee.

LEI 04.2

Describe how you notify clients and/or beneficiaries when changes are made to your
screening criteria.

The Sustainable Investment team reviews its screening criteria for the Sustainable Future funds in collaboration
with its independent external advisory committee. Any change to the screening criteria is notified to clients
and/or beneficiaries via the Insight section on our website (https://www.liontrust.co.uk/what-wethink/blogs?blogtype=Fund+manager+views). In July 2018, all funds managed by the team moved from a
threshold of 10% of revenues from activities such as tobacco, gambling, intensive farming, weapon systems
and nuclear to 5%. This was publicised on our website https://www.liontrust.co.uk/what-we-think/blogs/Howour-themes-are-evolving. The following extract from the aforementioned update in July summarises details of
the screening revision:
As part of the review, we have tightened thresholds for the revenues that companies can derive from
unsustainable and unethical activities and still be included in our portfolios. From July, companies have been
able to generate 5% of revenues from activities such as tobacco, gambling, intensive farming, weapon systems
and nuclear rather than the previous threshold of 10%. This has been done to better communicate the low
exposure to these activities across the funds the team manages as well as to reflect increased interest from
clients in more stringent criteria.
If the team needs to adjust its portfolios owing to a change to its screening criteria, it has six months from the
change to sell the relevant securities.
The Sustainable Investment screening criteria are disclosed and publicly available on our website
https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=fc1bfe8f-110d-495b-8051f448e9602d98

LEI 05

Mandatory

Public
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Core Assessed

PRI 1

LEI 05.1

Indicate which processes your organisation uses to ensure screening is based on robust
analysis.

 Comprehensive ESG research is undertaken or sourced to determine companies’ activities and products.
 Companies are given the opportunity by you or your research provider to review ESG research on them
and correct inaccuracies
 External research and data used to identify companies to be excluded/included is subject to internal audit
by ESG/RI staff, the internal audit function or similar
 Third-party ESG ratings are updated regularly to ensure that portfolio holdings comply with fund policies.
 Trading platforms blocking / restricting flagged securities on the black list
 A committee or body with representatives independent of the individuals who conduct company research
reviews some or all screening decisions
 A periodic review of the quality of the research undertaken or provided is carried out
 Review and evaluation of external research providers
 Other, specify
 None of the above

LEI 05.2

Indicate the proportion of your actively managed listed equity portfolio that is subject to
comprehensive ESG research as part your ESG screening strategy.

 <10%
 10-50%
 51-90%
 >90%

LEI 05.3

Indicate how frequently third party ESG ratings are updated for screening purposes.

 Quarterly or more frequently
 Bi-annually
 Annually
 Less frequently than annually

LEI 05.4

Indicate how frequently you review internal research that builds your ESG screens.

 Quarterly or more frequently
 Bi-annually
 Annually
 Less frequently than annually

LEI 05.5

Additional information. [Optional]

The Sustainable team has an independent external advisory committee which the team consults regarding its
screening practices at meetings that take place three times throughout the year.
The Sustainable team relies on its own considerable experience in sustainable investing to peer-review stocks
through their Sustainability matrix rating at team meetings. All potential investments for the Sustainable Future
funds go through this process.
The Sustainable team pay considerable sums for the best possible ESG data to help us in our ESG analysis.
The team employ the services of Ethical Screening to validate a potential investment in a company as being in
compliance with out publicly stated negative screening criteria, as well as review holdings on a quarterly basis
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to ensure these companies remain in compliance. The team currently use Sustainalytics, ISS and Ethical
Screening to provide initial analysis of sustainability factors.
Liontrust continue to work on providing all our investment teams with more and better ESG data to include in
their investment processes. This is being further developed in 2019 with controversy monitoring, more detailed
ESG analysis services on a portfolio by portfolio basis and carbon reporting.
In addition to the Sustainable Investment team's robust screening process, some of the segregated mandates
managed by the other investment teams apply controversial weapons/cluster munition screens.

(B) Implementation: Thematic
LEI 07

Mandatory

LEI 07.1

Public

Descriptive

PRI 1

Indicate the type of sustainability thematic funds or mandates your organisation manages.

 Environmentally themed funds
 Socially themed funds
 Combination of themes

LEI 07.2

Describe your organisation’s processes relating to sustainability themed funds. [Optional]

The Sustainable team have identified 20 areas of long-term growth within our economies that fall under three
trends identified as: Better resource efficiency, Improved health, and Greater safety and resilience, with a
number of underlying themes as outlined below. They team believe that companies exposed to these themes
are likely to see stronger and more persistent growth than those that are not, allowing the team to find growth
even in an era of low economic growth.
Better resource efficiency
Improving the efficiency of energy use; improving the management of water; increasing electricity generation
from renewable sources; improving industrial and agricultural processes; increasing waste treatment and
recycling; making transportation more efficient.
Improved health
Providing affordable healthcare globally; connecting people; delivering healthier foods; building better cities;
providing education; enabling innovation in healthcare; enabling healthier lifestyles.
Greater safety and resilience
Increasing financial resilience; saving for the future; insuring a sustainable economy; leading ESG
management; improving auto safety; enhancing digital security; better monitoring of supply chains and quality
control.
The team have done some work to show how their positive investment themes are aligned with the SDGs by
analysing where each theme is directly linked to Key Performance Indicators in the SDG text. Each of their
themes are limited to one main SDG, although in reality there are overlaps and most companies are exposed to
more than one goal. An article showing which of their themes are aligned to which SDG, along with which
specific Key Performance Indicator they improve, is available at https://www.liontrust.co.uk/what-wethink/blogs/how-the-sustainable-future-funds-are-aligned-with-the-sustainable-development; the updated
version represents 2018 https://www.liontrust.co.uk/what-we-think/blogs/Mike-Appleby-Aligning-our-funds-withthe-UN-Sustainable-Development-Goals .
All 20 of the Sustainable Future investment themes are contributing in a positive manner to the SDGs as they
can be linked to Key Performance Indicators in the text. As a reminder, their positive investment themes are at
the core of Sustainable investment process (it is where the team get their investment ideas) and are a key
component in the investment decision, the others being quality of management, business fundamentals
(essentially the investment returns the business can make) and valuation.
The Sustainable Development Goals where the Sustainable funds have largest exposure are:
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Good health and well-being (SDG #3)
Affordable and clean energy (SDG #7)
Decent work and economic growth (SDG #8)
Industry, innovation and infrastructure (SDG #9)
Responsible consumption and production (SDG #12)
In addition to these, the team also have exposure to: Quality education (SDG #4), Clean water and sanitation
(SDG #6), and Sustainable cities and communities (SDG #11).

(C) Implementation: Integration of ESG factors
LEI 08

Mandatory

LEI 08.1

ESG issues

Public

Core Assessed

PRI 1

Indicate the ESG factors you systematically research as part of your investment analysis and
the proportion of actively managed listed equity portfolios that is impacted by this analysis.

Proportion impacted by analysis

Environmental
Environmental
 <10%
 10-50%
 51-90%
 >90%
Social
Social
 <10%
 10-50%
 51-90%
 >90%
Corporate
Governance

Corporate Governance
 <10%
 10-50%
 51-90%
 >90%
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LEI 08.2

Additional information. [Optional]

The Sustainable Investment team analyses how a company's ESG factors affect its valuation. For example, the
team assesses relevant material factors to the business which can include pollution incidents, staff satisfaction
and carbon emissions. Companies which have integrated these issues, have higher quality management and
therefore, they are more likely to prosper from a business perspective.
The team uses a sustainability matrix based on product sustainability (A-E) and management quality (1-5). For
product sustainability, the team assesses how a company's product or area of business helps or harms society
and/or the environment. For example, an 'A' rating could be awarded to a company involved in renewable
energy or education. An 'E' rating would be assigned to a firm that conflicts with the principles of sustainable
development, for example, a tobacco company. For management quality, the team assesses a company's
practices, policies and structure relating to its environmental impact as well as social and governance related
issues. A firm with excellent practices would be graded 1, whilst one with poor management practices would be
a 5. For a company to be considered for inclusion in the Sustainable Future funds, it must rank C3 or higher on
the matrix.

LEI 09

Mandatory

LEI 09.1

Public

Core Assessed

PRI 1

Indicate which processes your organisation uses to ensure ESG integration is based on a
robust analysis.

 Comprehensive ESG research is undertaken or sourced to determine companies’ activities and products
 Companies are given the opportunity by you or your research provider to review ESG research on them
and correct inaccuracies
 Third-party ESG ratings are updated regularly.
 A periodic review of the internal research is carried out
 Structured, regular ESG specific meetings between responsible investment staff and the fund manager or
within the investments team
 ESG risk profile of a portfolio against benchmark
 Analysis of the impact of ESG factors on investment risk and return performance
 Other, specify
 None of the above

LEI 09.2

Indicate the proportion of your actively managed listed equity portfolio that is subject to
comprehensive ESG research as part your integration strategy.

 <10%
 10-50%
 51-90%
 >90%
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LEI 09.3

Indicate how frequently third party ESG ratings that inform your ESG integration strategy are
updated.

 Quarterly or more frequently
 Bi-Annually
 Annually
 Less frequently than annually

LEI 09.4

Indicate how frequently you review internal research that builds your ESG integration strategy.

 Quarterly or more frequently
 Bi-Annually
 Annually
 Less frequently than annually

LEI 09.5

Describe how ESG information is held and used by your portfolio managers.

 ESG information is held within centralised databases or tools and it is accessible by all relevant staff
 ESG information or analysis is a standard section or aspect of all company research notes or
industry/sector analysis generated by investment staff
 Systematic records are kept that capture how ESG information and research was incorporated into
investment decisions
 Other, specify
The Sustainable Investment team is fully integrated. All ESG analysis is integrated into each stock review
and recorded in our database.
 None of the above

LEI 09.6

Additional information.[Optional]

The Sustainable Investment team integrates ESG fully into the investment process. Sustainability (ESG),
business fundamentals, and valuation analysis on an investee company is conducted by the same
analyst/investment manager. The Investment Managers within the team consider all three aspects of our
investment process prior to buy or sell decision to ensure robust integrated approach to ESG.
The team has an independent external advisory committee which the team consults regarding its screening
practices at meetings that take place three times throughout the year.
The team relies on its own considerable experience in sustainable investing to peer-review stocks through their
Sustainability matrix rating at team meetings.
The team currently use Sustainalytics, ISS and Ethical Screening to provide initial analysis of sustainability
factors to help us in our ESG analysis. We employ the services of Ethical Screening to validate a potential
investment in a company as being in compliance with out publicly stated negative screening criteria.
Liontrust are in the process of engaging an external provider to provide ESG and controversy data for all
investment teams. All investment teams receive data on Governance of their holdings supplied by ISS.
Some segregated mandates managed by the other investment teams apply controversial weapons/cluster
munition screens.
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Liontrust Investment Partners LLP

Reported Information
Public version
Direct - Listed Equity Active Ownership

PRI disclaimer
This document presents information reported directly by signatories. This information has not been audited by the PRI
Secretariat or any other party acting on their behalf. While this information is believed to be reliable, no representations or
warranties are made as to the accuracy of the information presented, and no responsibility or liability can be accepted for
any error or omission.
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Overview
LEA 01

Mandatory

Public

Core Assessed

PRI 2

New selection options have been added to this indicator. Please review your prefilled responses carefully.

Indicate whether your organisation has an active ownership policy.

LEA 01.1
 Yes

LEA 01.2

Attach or provide a URL to your active ownership policy.

 Attachment provided:
File 1:Governance Proxy Voting Framework - Liontrust Investment Partners LLP.pdf
 URL provided:

LEA 01.3

Indicate what your active engagement policy covers:

General approach to active ownership
 Conflicts of interest
 Alignment with national stewardship code requirements
 Assets/funds covered by active ownership policy
 Expectations and objectives
 Engagement approach

Engagement
 ESG issues
 Prioritisation of engagement
 Method of engagement
 Transparency of engagement activities
 Due diligence and monitoring process
 Insider information
 Escalation strategies
 Service Provider specific criteria
 Other specify;
 (Proxy) voting approach
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Voting
 ESG issues
 Prioritisation and scope of voting activities
 Methods of voting
 Transparency of voting activities
 Regional voting practice approaches
 Filing or co-filing resolutions
 Company dialogue pre/post-vote
 Decision-making processes
 Securities lending processes
 Other specify;
 Other
 None of the above
 No

LEA 01.4

Do you outsource any of your active ownership activities to service providers?

 Yes
 No

LEA 01.6

Additional information [optional]

Liontrust is a long term active fund management company that uses proprietary investment processes to identify
and hold companies for our clients for the medium to long term. Our funds' average investment in a company is a
number of years, and many companies have been held for much longer.
Investing in companies over the long term emphasises the need for good governance and stewardship which is an
essential part of creating shareholder value. Our primary objective is to deliver investment performance for our
clients with appropriate levels of risk and in order to do so we seek a long term understanding of the companies in
which we invest.
Liontrust Corporate Governance & Proxy Voting Framework has been drafted in accordance with the Financial
Reporting Council's Stewardship Code, which Liontrust endorses. The fundamental principle of our framework is to
protect and enhance the economic interests of our clients. In any situation, our actions will always be determined by
this principle. We also believe that sustainability or environmental, social and governance (ESG) factors create risks
and opportunities for companies and these should be managed appropriately. A copy of the framework can be found
on our website at https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=339d5a28-b2804b79-bd1e-af2f7113d1c4
Liontrust publish quarterly voting reports on our website, outlining how we vote each holding
https://www.liontrust.co.uk/investor-relations/Governance/governance-policies.
In 2018, Liontrust Investment teams met with management of 520 global companies and engaged on matters such
as company strategy, performance, risk, capital structure and corporate governance.
Liontrust currently participates in the following external governance-related organisations including the Investment
Association, the Pensions and Lifetime Savings Association, UK Sustainable Investment & Finance Association
(UKSIF) and the 30% Club Investor Group. Liontrust is a signatory to the United Nations Principles for Responsible
Investment ("UNPRI"), Carbon Disclosure Project (CDP), the UK Stewardship Code and have recently become
supporters of the Taskforce on Climate-Related Financial Disclosures (TCFD) and have signed the PRI Sustainable
Palm Oil Expectation Statement.
For the Sustainable Investment team, engagement is integral to how they monitor and ensure they invest in highquality companies. Engaging with companies gives them greater insight and helps to identify leading companies but
it is also used as a lever to encourage better business practices. Engaging with investee companies challenges and
encourages them to proactively manage their business for the benefit of long-term shareholder value.
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The majority of their engagement is focused on companies held across their portfolios. They meet companies face
to face but also correspond directly through emails, calls and letters. Depending on the specific issue, the interaction
with the company might include senior management, sustainability teams or experts within the organisation. In 2018,
the Sustainable Investment team had 214 face to face meetings with companies where they raised 226 key
environmental, social and governance (ESG) issues with companies over the year, either in direct meetings or
through other forms of correspondence such as letters and emails.
The team also engage collaboratively with other investors on initiatives that are aligned with the team's engagement
priorities and where they believe we are more likely to succeed collectively. In some instances, we lend our support
to collaborative initiatives that can include targeting companies not held in our portfolios.
The Sustainable Investment team prioritise a number of proactive engagement initiatives in collaboration with their
Advisory Committee at the beginning of each year. They assess how their holdings are positioned on these specific
issues and where appropriate, define target lists of companies for engagement. For 2018, as well as continuing their
efforts to increase corporate disclosure on ESG impacts, mitigation efforts and performance, they have the following
priority initiatives: Impact and Sustainable Development Goals; Encouraging sustainable use of plastics; Anti-Bribery
& Corruption; Responsibility in apparel supply chains; Promoting gender diversity; Encouraging corporate tax
responsibility; Ensuring privacy & data security; Value creation in the healthcare system.
The Sustainable Investment teams' 2018 annual review outlining further active ownership activities is available at
https://www.liontrust.co.uk/what-we-offer/investment-processes/sustainable-future-process.
The Sustainable Investment teams' engagement policy is available at https://www.liontrust.co.uk/what-weoffer/investment-processes/sustainable-future-process.

Engagement
LEA 02

Mandatory

LEA 02.1

Public

Core Assessed

PRI 1,2,3

Indicate the method of engagement, giving reasons for the interaction.

Type of engagement

Reason for interaction

Individual / Internal staff
engagements

 To influence corporate practice (or identify the need to influence) on ESG
issues
 To encourage improved/increased ESG disclosure
 To gain an understanding of ESG strategy and/or management
 We do not engage via internal staff

Collaborative engagements

 To influence corporate practice (or identify the need to influence) on ESG
issues
 To encourage improved/inreased ESG disclosure
 To gain an understanding of ESG strategy and/or management
 We do not engage via collaborative engagements

Service provider engagements

 To influence corporate practice (or identify the need to influence) on ESG
issues
 To encourage improved/increased ESG disclosure
 To gain an understanding of ESG strategy and/or management
 We do not engage via service providers
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LEA 02.4

Additional information. [Optional]

Liontrust Investment teams regularly meet with management of their holdings via face to face meetings, telephone
calls, site visits or capital market days. In 2018, investment team members met with management of 520 global
companies and engaged on matters such as company strategy, performance, risk, capital structure and corporate
governance. The materiality and immediacy of a given issue will determine the nature of our engagement.
As part of the Sustainable team investment selection process, they hold regular meetings with the management of
the companies to discuss strategy, sustainability and performance and to review management performance against
best practice. They identify areas of environmental, social and governance concerns using a range of resources
including our own fundamental research. They believe that well-managed companies will report on material social
and environmental risks and opportunities and explain how these are managed. As these are often not voting
issues, they may engage directly with company management or the board where they believe there is the potential
for a material impact on shareholder returns. They interact with a range of company representatives, which might
include the Chairman or senior management and often also extends to experts heading up sustainability strategy or
other core roles within an organisation. Ultimately, who they engage with will depend on the specific issue.
Typically, direct engagement with companies is initiated by the team and most often arises from questions or
concerns they have as a result of their initial analysis of ESG issues or from ongoing monitoring of investee
companies on key sustainability issues or metrics. Investee companies are reviewed at least once every year,
however, in practice this is done more frequently in line with reviewing stock investment thesis and valuation. They
assess all controversies using data from external ESG research providers and, when necessary, engage on issues
of concern. Engagement also arises at the request of a company, when they are invited to offer feedback or
guidance on ESG policies and initiatives.
In 2018, the Sustainable Investment team had 214 face to face meetings with companies where they raised 226 key
environmental, social and governance (ESG) issues with companies over the year.
Liontrust welcome discussions on all our holdings for collaborative engagement.

LEA 03

Mandatory

Public

Core Assessed

PRI 2

New selection options have been added to this indicator. Please review your prefilled responses carefully.

LEA 03.1

Indicate whether your organisation has a formal process for identifying and prioritising
engagements.

 Yes

LEA 03.2

Indicate the criteria used to identify and prioritise engagements for each type of engagement.
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Type of engagement
Individual / Internal
engagements

Criteria used to identify/prioritise engagements

Internal / Individual engagements
 Geography / market of the companies
 Materiality of the ESG factors
 Exposure (size of holdings)
 Responses to ESG impacts that have already occurred
 Responses to divestment pressure
 Consultation with clients/beneficiaries
 Consultation with other stakeholders (e.g. NGOs, trade unions, etc.)
 Follow-up from a voting decision
 Client request
 Breaches of international norms
 Other, specify
 We do not outline engagement criteria for our individual engagements.

Collaborative
engagements

Collaborative engagements
 Potential to enhance knowledge of ESG issues from other investors
 Ability to have greater impact on ESG issues
 Ability to add value to the collaboration
 Geography/market of the companies targeted by the collaboration
 Materiality of ESG factors addressed by the collaboration
 Exposure (size of holdings) to companies targeted by the collaboration
 Responses to ESG impacts addressed by the collaboration that have already
occurred
 Responses to divestment pressure
 Follow-up from a voting decision
 Alleviate the resource burden of engagement
 Consultation with clients/beneficiaries
 Consultation with other stakeholders (e.g. NGOs, trade unions, etc.)
 Other, specify
 We do not outline engagement criteria for our collaborative engagements.

 No
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LEA 03.3

Additional information. [Optional]

Liontrust currently adopt a case-by-case approach to engaging on material governance, environmental or social
issues. We will engage with management in an appropriate manner this may be by conference call, letter or by
seeking access to the board chair person or directors. Where we believe shareholder value is threatened or is not
being realised, we may request that the board takes appropriate action. In most cases, a robust private dialogue
with executive management, non-executive directors and company advisors is our preferred way to protect our
clients' interests. We will also engage with the chairperson of the board or the senior independent director where
appropriate. If we receive an unsatisfactory response, we will assess to what extent this affects the overall
investment decision. To protect our clients' assets, we would then look at options that might include publicly
opposing management who refuse to act on our concerns or reducing our exposure or potential divestment.
Our Sustainable Investment team use the following criteria to identify/prioritise engagements, which is outlined in
their engagement policy which is available at https://www.liontrust.co.uk/what-we-offer/investmentprocesses/sustainable-future-process.
Materiality of the ESG factors; exposure (size of holdings) where they broadly tend to engage only with investee
companies; responses to ESG impacts that have already occurred, where they engage with companies where they
have already had a dialogue; consultation with clients/beneficiaries; consultation with other stakeholders (e.g.
NGOs, trade unions, etc.); follow-up from a voting decision, the team frequently contact companies to explain our
voting rationale and communicate our voting policy; client request; breaches of international norms, the team are
alerted to controversies including breaches of norms and will engage with companies and ensure they are
responsive and proactive. They also consult with their Advisory Committee to identify and prioritise engagement
annually.
For collaborative engagements the team use the following criteria to identify/prioritise engagements:
Potential to enhance knowledge of ESG issues from other investors; ability to have greater impact on ESG issues;
ability to add value to the collaboration; materiality of ESG factors addressed by the collaboration, where the team
look at whether the engagement is aligned with that of our own priority initiatives; exposure (size of holdings) to
companies targeted by the collaboration; consultation with clients/beneficiaries: consultation with other stakeholders.
They also consult with their Advisory Committee to identify and prioritise engagement annually.
In consultation with the investment team's independent external advisory committee, the team identifies relevant
overarching engagement priorities for the year. For 2018 the team agreed to engage with companies on the
following issues: impact and sustainable development goals; encouraging sustainable use of plastics; anti-bribery &
corruption; responsibility in apparel supply chains; promoting gender diversity: encouraging corporate tax
responsibility; ensuring privacy & data security and value creation in the healthcare system.

LEA 04

Mandatory

Public

Core Assessed

PRI 2

New selection options have been added to this indicator. Please review your prefilled responses carefully.

LEA 04.1

Indicate whether you define specific objectives for your organisation’s engagement activities.

Individual / Internal
engagements

 All engagement activities
 Majority of engagement activities
 Minority of engagement activities
 We do not define specific objectives for engagement activities carried out by
internal staff.

Collaborative engagements

 All engagement activities
 Majority of engagement activities
 Minority of engagement activities
 We do not define specific objectives for engagement activities carried out
through collaboration
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LEA 04.2

Additional information. [Optional]

We believe monitoring and engagement are an essential part of being a shareholder in a company. It allows us to
improve our understanding of investee companies and their governance structures so that our voting decisions may
be better informed. The materiality and immediacy of a given issue will generally determine the level of our
engagement.
To identify areas in which there are governance concerns, we use a range of resources including our own
fundamental research. We hold regular meetings with the management of the companies in which we invest to
discuss strategy, sustainability and performance, and to review management processes against the principles and
best practice outlined above.
At a minimum, we would expect companies to comply with the accepted corporate governance standards in their
domestic market or to explain why not doing so is in the interest of shareholders. We believe that well-managed
companies will report on material social and environmental risks and opportunities and explain how these are
managed. As these are not always voting issues, we may engage directly with company management or the board
where we believe there is the potential for a material impact on shareholder returns.
We adopt a case-by-case approach to engaging on material governance, environmental or social issues. We will
engage with management in an appropriate manner and make a record of this engagement - this may be by
conference call, letter or by seeking access to the board chair person or directors.
Where we believe shareholder value is threatened or is not being realised, we may request that the board takes
appropriate action. In most cases, a robust private dialogue with executive management, non-executive directors
and company advisors is our preferred way to protect our clients' interests. We will also engage with the chairperson
of the board or the senior independent director where appropriate. If we receive an unsatisfactory response, we may
liaise with other shareholders to discuss joint intervention or publicly oppose management who refuse to act on our
concerns or where appropriate we may sell the shares to protect our clients' assets.
We also aim to participate in collaborative engagement where appropriate.
As part of remuneration, each analyst on the Sustainable Investment team have pre-agreed engagement objectives
every year. Eg. One analyst would be involved with the PRI Engagement on Cyber Security, another analyst would
be involved with the PRI Sustainable Palm Oil Investor working Group. Their performance is assessed against these
objectives.
The Sustainable Investment approach is one of full integration of ESG issues into investment decisions. They do not
have separate fund management and ESG teams; instead every investment team member is responsible for all
aspects of financial and ESG factors relating to the investment decision. Team members are responsible for clearly
defined sectors and cover stocks within their respective sector. Each team member has responsibility for monitoring
the major trends and themes in their sector, identifying investment opportunities, assessing the ESG performance of
those opportunities, integrating that information into forecast earnings and valuation, submitting investment
recommendations for their funds, engaging with companies and subsequently conducting all proxy voting for
investee companies. Because of this integrated approach, investment team members engage with companies
across a broad range of issues relating to steps in our investment process e.g. screening criteria, sustainable
investment themes and company-specific environmental, social and governance issues.
The team have developed this approach for more than 18 years that they have been investing responsibly as they
believe it is the best way to deliver investment performance. The team's track record strongly supports this view.

LEA 05

Mandatory

LEA 05.1

Public

Core Assessed

Indicate if you monitor and/or review engagement outcomes.
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PRI 2

Individual / Internal
engagements

 Yes, in all cases
 Yes, in majority of cases
 Yes, in a minority of cases
 We do not monitor, or review engagement outcomes carried out by our internal
staff.

Collaborative engagements

 Yes, in all cases
 Yes, in a majority of cases
 Yes, in a minority of cases
 We do not monitor, or review engagement outcomes via collaborative
engagement activities.

LEA 05.2

Indicate if you do any of the following to monitor and review the progress of engagement activities.

Individual / Internal staff
engagements

 Define timelines/milestones for your objectives
 Track and/or monitor progress against defined objectives and/or KPIs
 Track and/or monitor the progress of action taken when original objectives
are not met
 Revisit and, if necessary, revise objectives on continuous basis
 Other; specify

Collaborative engagements

 Define timelines/milestones for your objectives
 Track and/or monitor progress against defined objectives and/or KPIs
 Track and/or monitor the progress of action taken when original objectives
are not met
 Revisit and, if necessary, revise objectives on continuous basis
 Other; specify

LEA 05.3

Additional information [Optional]

The Sustainable Investment team assess progress against proactive engagement priorities at monthly dedicated
engagement meetings. Details of meetings and correspondence with company management are recorded internally
on a database as are outcomes from collaborative engagement. The teams' Advisory Committee are updated on
their engagement activity at each Advisory Committee meeting which occurs three times per year.
For company-specific engagement that is more reactive in nature the team identify the person(s) most able to deal
with our concerns or queries, which ranges from investor relations and sustainability teams through to the directly
engaging with management, the company chairman or experts within the company. They keep records of meetings
and correspondence with investee companies, and where appropriate schedule follow-up meetings in order to
monitor progress. How a company responds to engagement is factored into their investment analysis.

LEA 06

Mandatory

LEA 06.1

Public

Additional Assessed

Indicate whether your organisation has an escalation strategy when engagements are
unsuccessful.

 Yes
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PRI 2,4

Indicate the escalation strategies used at your organisation following unsuccessful
engagements.

LEA 06.2

 Collaborating with other investors
 Issuing a public statement
 Filing/submitting a shareholder resolution
 Voting against the re-election of the relevant directors
 Voting against the board of directors or the the annual financial report
 Submitting nominations for election to the board
 Seeking legal remedy / litigation
 Reducing exposure (size of holdings)
 Divestment
 Other, specify
 No

LEA 06.3

Additional information. [Optional]

Where we believe that shareholder value is threatened or is not being realised, we will request that the board takes
appropriate action. In most cases, a private dialogue with executive management, non-executive directors and
company advisers is our preferred way to protect our clients' interests. We will also engage with the chairman of the
board or the senior independent director where appropriate. If we receive an unsatisfactory response, we will assess
to what extent this affects the overall investment decision. To protect our clients' assets, we would then look at
options that might include publicly opposing management who refuse to act on our concerns or reducing our
exposure or potential divestment.

LEA 08

Mandatory

LEA 08.1

Public

Gateway

PRI 2

Indicate if you track the number of your engagement activities.

Type of engagement

Tracking engagements
 Yes, we track the number of our engagements in full

Individual / Internal staff engagements

 Yes, we partially track the number of our engagements
 We do not track
 Yes, we track the number of our engagements in full

Collaborative engagements

 Yes, we partially track the number of our engagements
 We do not track

(Proxy) voting and shareholder resolutions
LEA 12

Mandatory

Public

62

Descriptive

PRI 2

LEA 12.1

Indicate how you typically make your (proxy) voting decisions.

Approach
 We use our own research or voting team and make voting decisions without the use of service providers.
 We hire service provider(s) who make voting recommendations and/or provide research that we use to guide
our voting decisions.
 We hire service provider(s) who make voting decisions on our behalf, except for some pre-defined scenarios
where we review and make voting decisions.

Based on
 the service provider voting policy we signed off on
 our own voting policy
 our clients' requests or policies
 other, explain
The majority of our holdings adopt our in-house voting policy, with the exception of one investment
team that adopt ISS recommended guidelines in 2 areas.
 We hire service provider(s) who make voting decisions on our behalf.

LEA 12.2

Provide an overview of how you ensure your voting policy is adhered to, giving details of your
approach when exceptions to the policy are made.

Our proxy voting policies apply to segregated clients who have delegated responsibility for voting on their holdings
to Liontrust. The primary purpose of an Investment Company is to create sustainable value for its shareowners. Our
proxy voting policies are based on best practice globally. Our policies are updated at least annually, taking into
account emerging issues and trends, the evolution of market standards, and regulatory changes. These policies
considers market-specific recommended best practices, transparency, and disclosure when addressing issues such
as board structure, director accountability, corporate governance standards, executive compensation, shareholder
rights, corporate transactions, and social/environmental issues. We assess voting matters on a case-by-case basis,
taking into account a company's circumstances but are guided by our over-arching principles on good corporate
governance. We recognise that regulatory frameworks vary across markets and that corporate governance practices
vary internationally and so will normally vote on specific issues in line with the proxy guidelines for the relevant
market.
Where a proposal is inconsistent with our principles and guidelines, we will consider voting against the proposal.


Investment managers are responsible for disclosing any potential conflicts of interest relating to a proxy vote.



The Governance& Stewardship Manager is responsible for vote execution.



ISS is responsible for casting these votes in line with Liontrust's specific instructions.



The Governance& Stewardship Manager is responsible for ensuring that full and adequate records of proxy
voting are retained, including the investment manager's rationale for voting.

LEA 12.3

Additional information.[Optional]

Liontrust operate a global voting policy currently covering 34 markets, which guides our voting decisions across
funds.
We take a proportional approach to governance expectations and therefore we have put in place guidelines broken
down by geographic region and market cap size. We recognise that a major global oil company should be held to a
different standard to a small emerging market company although all companies are encouraged to follow the highest
standards. Liontrust custom voting policies incorporate the following markets:
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United Kingdom (FTSE 350) & Ireland (ISEQ20) https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=32aaacd1-cb0e-4266-a7c1e385ce7aecbb
Europe excl. UK & Ireland https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=cde9c087-1b3a-4c6c-b7485c1d6c3f1b4e
United States & Canada - https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=ebbc2b0af306-495a-9ab3-3ff7a47a7f31
Rest of the World [Australia, Brazil, Cayman Islands, Hong Kong, India, Indonesia, Israel, Japan, Korea, Latin
America, Malaysia, New Zealand, Philippines, Russia, Singapore, South Africa, South America, Taiwan, Thailand]
and Emerging markets - https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=f8b27ee6062a-48b5-bebd-527459f1bec3
Exceptions apply for small global capitalised companies including FTSE Small Cap and below/FTSE AIM and one of
our investment teams who vote in line with the relevant ISS benchmark policy in 2 areas due to predominately being
exposed to smaller companies. However, appropriate alerts are applied to notify all teams if there is a Special/Court
meeting to ensure that all teams are consulted on the following proposals if there is a vote referring to:
Mergers & Acquisitions,
Related Party Transactions,
Mandatory Takeover Bid Waivers,
Reincorporation Proposals,
Shareholder Proposals,
Other non-routine items/controversial items.
Liontrust Corporate Governance & Proxy Voting Framework is available on our website at
https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=339d5a28-b280-4b79-bd1eaf2f7113d1c4

LEA 13

Mandatory

LEA 13.1

Public

Additional Assessed

PRI 2

Of the voting recommendations that your service provider made in the reporting year, indicate the
percentage reviewed by your organisation, giving reasons.

Percentage of voting recommendations your organisation reviewed
 100-75%,
 74-50%,
 49-25%,
 24-1%
 None
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Reasons for review
 Specific environmental and/or social issues
 Votes for significant holdings
 Votes against management and/or abstentions
 Conflicts of interest
 Corporate action, such as M&As, disposals, etc.
 Votes concerning companies with which we have an active engagement
 Client requests
 Ad-hoc oversight of service provider
 Shareholder resolutions
 Share blocked securities
 Other, explain

LEA 13.2

Additional information [Optional]

The Governance & Stewardship Manager reviews the majority of voting recommendations for all the reasons
selected above. The Sustainable Investment team review vote recommendations for all their holdings. All investment
teams review recommendations in relation to mergers & acquisitions; related party transactions; mandatory takeover
bid waivers; reincorporation proposals; shareholder proposals and other non-routine items/controversial items.

LEA 15

Mandatory

LEA 15.1

Public

Descriptive

PRI 2

Indicate the proportion of votes where you or the service providers acting on your behalf have
raised concerns with companies ahead of voting.

 100%
 99-75%
 74-50%
 49-25%
 24-1%
 Neither we nor our service provider(s) raise concerns with companies ahead of voting

LEA 15.2

Indicate the reasons for raising your concerns with these companies ahead of voting.

 Vote(s) for selected markets
 Vote(s) for selected sectors
 Vote(s) relating to certain ESG issues
 Vote(s) on companies exposed to controversy on specific ESG issues
 Vote(s) for significant shareholdings
 On request by clients
 Other
LEA 16

Mandatory

Public
65

Core Assessed

PRI 2

LEA 16.1

Indicate the proportion of votes participated in within the reporting year in which, you and/or the
service provider(s) acting on your behalf, have communicated to companies the rationale for
abstaining or voting against management recommendations.

 100%
 99-75%
 74-50%
 49-25%
 24-1%
 We do not communicate the rationale to companies
 Not applicable because we and/or our service providers do not abstain or vote against management
recommendations

LEA 16.2

Indicate the reasons your organisation would communicate to companies, the rationale for
abstaining or voting against management recommendations.

 Votes for selected markets
 Votes for selected sectors
 Votes relating to certain ESG issues
 Votes on companies exposed to controversy on specific ESG issues
 Votes for significant shareholdings
 On request by clients
 Other

LEA 16.3

In cases where your organisation does communicate the rationale for the abstention or the vote
against management recommendations, indicate whether this rationale is made public.

 Yes
 No

LEA 16.4

Additional information. [Optional]

Liontrust publish quarterly reports for all holdings on our website.
Q1, 2018 records are available at
https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=c0179d27-ea53-477e-9a82c1bd8cca53e6
Q2, 2018 records are available at
https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=3c50a208-6a7b-4cd3-b2ab737284eb9eaa
Q3, 2018 records are available at
https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=1a2d9d96-061b-4baa-bd81d872cccacb88
Q4, 2018 records are available at
https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=e6da1399-047e-412c-840290284e713d33
The Sustainable Investment team communicate with the majority of companies on how they vote, other investment
teams and the Governance & Stewardship Manager communicate directly with companies on an ad-hoc basis on
the rationale for the abstention or the vote against management recommendations.

66

LEA 17

Mandatory

LEA 17.1

Public

Core Assessed

PRI 2

For listed equities where you and/or your service provider have the mandate to issue (proxy) voting
instructions, indicate the percentage of votes cast during the reporting year.

 We do track or collect this information

Votes cast (to the nearest 1%)

%
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Specify the basis on which this percentage is calculated
 of the total number of ballot items on which you could have issued instructions
 of the total number of company meetings at which you could have voted
 of the total value of your listed equity holdings on which you could have voted
 We do not track or collect this information

LEA 17.2

Explain your reason(s) for not voting on certain holdings

 Shares were blocked
 Notice, ballots or materials not received in time
 Missed deadline
 Geographical restrictions (non-home market)
 Cost
 Conflicts of interest
 Holdings deemed too small
 Administrative impediments (e.g., power of attorney requirements, ineligibility due to participation in share
placement)
 Client request
 Other

LEA 17.3

Additional information. [Optional]

In 2018, we voted at 594 AGMs/EGMs.

LEA 19

Mandatory

LEA 19.1

Public

Core Assessed

PRI 2

Indicate whether your organisation has a formal escalation strategy following unsuccessful voting.

 Yes
 No
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LEA 19.2

Indicate the escalation strategies used at your organisation following abstentions and/or votes
against management.

 Contacting the company’s board
 Contacting the company’s senior management
 Issuing a public statement explaining the rationale
 Initiating individual/collaborative engagement
 Directing service providers to engage
 Reducing exposure (holdings) / divestment
 Other

LEA 19.3

Additional information. [Optional]

Where we believe that shareholder value is threatened or is not being realised, we will request that the board takes
appropriate action. In most cases, a private dialogue with executive management, non-executive directors and
company advisers is our preferred way to protect our clients' interests. We will also engage with the chairman of the
board or the senior independent director where appropriate. If we receive an unsatisfactory response, we will assess
to what extent this affects the overall investment decision. To protect our clients' assets, we would then look at
options that might include publicly opposing management who refuse to act on our concerns or reducing our
exposure or potential divestment.
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Liontrust Investment Partners LLP

Reported Information
Public version
Direct - Fixed Income

PRI disclaimer
This document presents information reported directly by signatories. This information has not been audited by the PRI
Secretariat or any other party acting on their behalf. While this information is believed to be reliable, no representations or
warranties are made as to the accuracy of the information presented, and no responsibility or liability can be accepted for
any error or omission.
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ESG incorporation in actively managed fixed income

Implementation processes
FI 01

Mandatory

FI 01.1

Public

Gateway

PRI 1

Indicate (1) Which ESG incorporation strategy and/or combination of strategies you apply to your
actively managed fixed income investments; and (2) The proportion (+/- 5%) of your total actively
managed fixed income investments each strategy applies to.
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SSA
Screening alone
0

Thematic alone
0

Integration alone
0

Screening + integration strategies
0

Thematic + integration strategies
0

Screening + thematic strategies
0

All three strategies combined
30

No incorporation strategies applied
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100%
Corporate (financial)
Screening alone
0

Thematic alone
0

Integration alone
0

Screening + integration strategies
0
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Thematic + integration strategies
0

Screening + thematic strategies
0

All three strategies combined
87

No incorporation strategies applied
13
100%
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Corporate (nonfinancial)

Screening alone
0

Thematic alone
0

Integration alone
0

Screening + integration strategies
0

Thematic + integration strategies
0

Screening + thematic strategies
0

All three strategies combined
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No incorporation strategies applied
24
100%
Securitised
Screening alone
0

Thematic alone
0

Integration alone
0

Screening + integration strategies
0
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Thematic + integration strategies
0

Screening + thematic strategies
0

All three strategies combined
93

No incorporation strategies applied
7
100%

FI 01.2

Describe your reasons for choosing a particular ESG incorporation strategy and how
combinations of strategies are used.

The Sustainable Fixed Income investment team manage the majority of the fixed income assets within Liontrust,
they believe that a combination of all 3 ESG incorporation strategies: screening, thematic and integration is the
best way to apply their investment philosophy.
Within the fixed income funds managed by the team, the combination of strategies is slightly different. There is a
greater degree of screening applied in the Sustainable Future Corporate Bond Fund relative to the Monthly
Income Bond Fund (MIBF), which despite having a broader investable universe still incorporates all 3 strategies.
This reflects the difference in the primary focus of the two fund strategies.
MIBF pre-dates the acquisition of the sustainable team and funds brought over from Aviva. Initially MIBF was
managed out-with the sustainable remit but over the years it has moved closer to the sustainable funds adopting
a similar but less stringent screening process.
Their investment process and screening criteria are available at
https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=8ef3fc44-bcd3-45f5-92f14daf758b254a; https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=fc1bfe8f-110d495b-8051-f448e9602d98
Liontrust's Global Fixed Income team consider ESG-related risks as part of their bottom up investment process,
but do not screen, filter or engage with individual companies on ESG factors.
All Liontrust funds have no or very limited exposure to securitised debt.

FI 01.3

Additional information [Optional].

The Sustainable Fixed Income investment team investment approach is one of full integration. Each member of
the team is an investment analyst or investment manager with responsibility for all aspects of traditional and ESG
investment relating to the companies they cover. Coverage is divided by iBoxx sectors. Each analyst/manager is
responsible for monitoring the major trends of their sector(s), identifying investment opportunities, assessing the
ESG performance of those opportunities, integrating that information into traditional fundamental credit analysis to
deliver recommendations for the funds, as well as engaging with these companies. The team works closely with
the Equity analysts and managers where companies are covered across both asset classes.
Their main focus is always on superior investment performance and following their investment principles. In a fast
changing world, they believe the companies that will survive and thrive are those that focus on improving people's
quality of life, be it through medical, technological or educational advances on driving efficiency in the use of our
increasingly scarce resources and on building resilient, prosperous and stable societies.
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Identifying emerging trends and long-term themes is the cornerstone of their process. From the development of
personalised medicine to the transition to lower carbon fossil fuels, they are fascinated by the large scale growth
trends that are changing the world and by the opportunities they create.
The team look closely at companies in terms of their resilience, responsiveness and understanding of the world
around them, actively seeking out those that understand and manage their environmental and social impacts as
they believe they will deliver stability and lower risk for bondholders. When they do decide to invest, it's in high
quality businesses with an attractive valuation, robust business fundamentals and strong management teams.
Ultimately we look for adaptors and innovators that, through their core products and the way they manage their
operations, are capitalising on change, accessing new opportunities and outperforming their competitors. We
invest in progressive companies that are creating real and lasting value for investors and society, both now and in
the future.
The Sustainable Investment team use a Sustainability Matrix to determine the eligibility of a company for inclusion
in their funds. Their screening criteria are incorporated into the Sustainability Matrix rating for a company. The
Sustainability Matrix helps to analyse how sustainable and responsible a company is. They analyse the product
sustainability and management quality of each investee company in which screening and thematic ESG
incorporation are also factored in. Product sustainability (rated from A to E): Assesses the extent to which a
company's core business (the products or services it offers) helps or harms society and/or the environment. An 'A'
rating indicates a company whose products or services contribute to sustainable development (e.g. renewable
energy); an 'E' rating indicates a company whose core business is in a conflict with sustainable development (e.g.
tobacco). Management quality (rated from 1 to 5): Assesses whether a company has appropriate structures,
policies and practices in place for managing its environmental, social and governance risks/impacts. Management
quality in relation to the risks and opportunities represented by potentially material social, environmental and
governance issues are graded from 1 (excellent) to 5 (very poor). Companies need to be categorised C3 or higher
in order to gain access to our Sustainable Future Corporate Bond Fund, whilst anything rated D3 and above is
eligible for the Monthly Income Bond Fund (Institutional clients with segregated funds are able to tailor the Matrix
cut-off according to their own thresholds). To help with the rating process, their analysts maintain a set of
guidelines that provide further guidance on what influences how they rate companies using their sustainability
matrix for each sector. The sector guidelines also highlight the potentially material environmental, social and
governance issues that they expect management to be addressing and provide an indication of what we consider
to be good practice. The Sustainability Matrix rating of the company is integrated into the fundamental analysis of
the investee company.
The teams' research has identified 20 areas of long-term growth within our economies. They believe that
companies exposed to their themes (More efficient; Safer and more resilient; Healthier and with higher quality of
life) tend to be better managed, exhibiting greater stability and lower risk, which they believe are key drivers of
long term bond returns.
More efficient
Improving the efficiency of energy use; Increasing electricity from renewable sources; Improving management of
water; Improving industrial processes and food production; Increasing waste treatment and recycling; Making
transport more efficient.
Safer and more resilient
Enhancing digital security; Assuring better supply chains; Improving auto safety; Leading ESG management;
Saving for the future; Insuring a sustainable economy; Increasing financial resilience.
Healthier and with higher quality of life
Providing affordable healthcare; Enabling innovation in healthcare; Building better cities; Providing education;
Enabling healthier lifestyles; Connecting people; Delivering healthier foods.
Liontrust's Global Fixed Income team consider ESG-related risks as part of their bottom up investment process,
but do not screen, filter or engage with individual companies on ESG factors. For credit decision-making, they use
their PRISM research template. The 'S' in PRISM stands for 'Sustainability' and the 'M' stands for 'Motivations'. In
these sections, they explore how ESG-related risks might impact the credit quality of individual borrowers. This
assist to form a view around the risk versus reward characteristics of the individual investment. They believe the
priorities within their PRISM template, gives something of a quality bias. For example, they prefer listed over nonlisted business due, in part, to greater likelihood of transparency and better governance standards.
Their investment process is available at https://www.liontrust.co.uk/-/media/LionTrust/files/fund-literature/processdocuments/global-fixed-incomeprocess.ashx?la=en&hash=92A074CE00E11A4C6AB1A3D88F7CB59D44FF071A

FI 03

Mandatory

Public
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Additional Assessed

PRI 1

FI 03.1

Indicate how you ensure that your ESG research process is robust:

 Comprehensive ESG research is undertaken internally to determine companies’ activities; and products
and/or services
 Issuers are given the opportunity by you or your research provider to review ESG research on them and
correct inaccuracies
 Issuer information and/or ESG ratings are updated regularly to ensure ESG research is accurate
 Internal audits and regular reviews of ESG research are undertaken in a systematic way.
 A materiality/sustainability framework is created and regularly updated that includes all the key ESG risks
and opportunities for each sector/country.
 Other, specify
 None of the above

FI 03.2

Describe how your ESG information or analysis is shared among your investment team.

 ESG information is held within a centralised database and is accessible to all investment staff
 ESG information is displayed on front office research platforms
 ESG information is a standard item on all individual issuer summaries, research notes, ‘tear sheets’, or
similar documents
 Investment staff are required to discuss ESG information on issuers as a standard item during investment
committee meetings
 Records capture how ESG information and research was incorporated into investment decisions
 Other, specify
 None of the above

FI 03.3

Additional information. [Optional]

For the Sustainable Investment team all their research, investment decision documentation, meeting notes,
engagement is held in a centralised database commissioned from Factset. As they are an integrated team all
correspondence is available to all members of the team.
Liontrust are currently in the process of engaging an ESG research provider with the aim to receiving research
covering our investment universe thus we shall be in a better position to have a more centralised database
accessible to all investment staff.

(A) Implementation: Screening
FI 04

Mandatory

FI 04.1

Public

Indicate the type of screening you conduct.

Select all that apply
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Gateway

PRI 1

SSA

Corporate (financial)

Corporate (non-financial)

Securitised

























Negative/exclusionary screening

Positive/best-in-class screening

Norms-based screening

FI 04.2

Describe your approach to screening for internally managed active fixed income

The Sustainable Fixed Income investment team also screens to exclude the following businesses from its
Sustainable Future fund portfolios:
http://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=fc1bfe8f-110d-495b-8051f448e9602d98
The team looks at three key sustainability themes that cover ESG issues and how businesses will be affected by
these trends. The team identifies companies that are set to benefit from these longer-term changes and invests if,
following fundamental analysis, the team believes they are undervalued.
The team analyses how a company's ESG factors affect its valuation. For example, the team assesses relevant
factors like pollution incidents, staff satisfaction and carbon emissions. Companies which have integrated these
issues tend to have higher quality management and therefore they are more likely to prosper from a business
perspective. The team uses a sustainability matrix based on product sustainability (A-E) and management quality
(1-5).
All Liontrust funds have no or very limited exposure to securitised debt.

FI 04.3

Additional information. [Optional]

The Sustainable Fixed Income investment team also screens to exclude the following businesses from its
Sustainable Future fund portfolios; the team has thresholds on the revenues that companies can derive from
unsustainable and unethical activities and still be included in their funds. From July 2018, all funds managed by
the team moved from a threshold of 10% of revenues from activities such as tobacco, gambling, intensive
farming, weapon systems and nuclear to 5%.
Alcohol - Only invest in alcohol companies that have policies and practices to address responsible marketing,
consumption and sale of their products.
Animal Welfare Excludes companies that derive >5% of turnover from the provision of animal testing services.
Excludes companies that derive >5% of turnover from the:
manufacture of cosmetics or cosmetic intermediates that are tested on animals
retail sale of own-brand cosmetics that are tested on animals
manufacture of household products that are tested on animals unless the company policies and programmes to
minimise testing are considered good practice.
Climate Change Excludes companies that derive >5% of turnover from the extraction and production of coal, oil, and natural gas.
Excludes companies that derive >5% of turnover from airlines and the manufacture of cars* and trucks (*unless
they are specialised in making components that improve the efficiency or safety of cars).
Excludes companies that derive >5% of turnover from the production of energy intensive materials unless they
are making significant efforts and investment to make their processes more efficient and less energy intensive.
Excludes forestry and paper companies that do not have policies and practices in place to ensure that forests are
managed in a sustainable way.
Excludes companies that are involved in the deforestation of primary or virgin forest or illegal logging practices.
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Excludes companies that derive >5% of turnover from the management or ownership of gambling facilities.
Genetic Engineering - Excludes companies involved in the uncontrolled release of genetically engineered
organisms into the environment.
Human Rights - Assess companies on a case-by-case basis and encourage those that are operating in weak
governance zones to demonstrate their commitment to the integration of human rights standards into business
practices and to put in place appropriate human rights policies, systems and reporting.
Exclude companies judged not to be addressing serious allegations (narrowly interpreted) of violations of
international human rights laws and standards including the OECD Guidelines for Multi-National Enterprises
(2000) and the UN Global Compact (2000), among others.
Infrastructure Projects - Excludes companies that are directly involved in the construction of large dam projects
in developing countries if those projects have not met best practice standards.
Will only invest in companies involved in the building of large scale infrastructure projects such as roads, airports
or dams if they are viewed as leaders within their sector with respect to stakeholder dialogue, environmental
management and social and environmental impact assessment.
Intensive Farming Excludes companies that derive >5% of turnover from intensive meat and fish farming.
Excludes companies that derive >5% of turnover from the manufacture of chemical pesticides.
Excludes companies that derive >5% of turnover from the fur trade.
Labour Standards - Assess companies on a case-by-case basis, and encourage those that are operating in
weak governance zones to demonstrate their commitment to the integration of
International labour standards into business practices by putting in place appropriate labour standards policies,
systems and reporting.
Exclude companies judged not to be addressing serious allegations (narrowly interpreted) of breaches of labour
standards such as those on child labour, forced labour, discrimination, union rights, working hours and health &
safety.
The international laws and standards, which we refer to when making this assessment, include the conventions
which are regarded and promoted by the ILO as "core" conventions. In summary these are: child labour; forced
labour; equal opportunities; freedom of association/collective bargaining.
Nuclear Excludes companies that derive >5% of turnover from owning or operating nuclear power stations, unless the
company has made significant investment (>5% generation capacity) in renewable energy and does not have the
option to divest its nuclear capacity.
Excludes companies that derive >5% of turnover from uranium mining or reprocessing of nuclear fuel.
Excludes companies that derive >5% turnover from the development or manufacture of non-safety related
products for nuclear power plants.
Ozone depleting substances - Excludes companies that derive >5% of turnover from the manufacture or sale of
ozone depleting substances.
Pornography - Excludes companies that derive >5% of turnover from the production or distribution of
pornographic material.
Excludes companies that derive >5% of turnover from owning or operating adult establishments.
Tobacco - Excludes companies that derive >5% of turnover from the manufacture or sale of tobacco products.
Weapons systems Excludes companies that are major producers of full weapons systems or critical components of weapon systems.
Major producers are defined as having >5% of turnover and/or >£100m revenue from offensive weapons systems.
Excludes companies with confirmed involvement in the manufacture of anti-personnel mines or cluster munitions,
or their critical components, as defined by the Ottawa Mine Ban Convention and the Oslo Convention on Cluster
Munitions.
Companies judged not to be addressing serious allegations (narrowly interpreted) of violations of international
human rights laws and standards including the OECD Guidelines for Multi-National Enterprises (2000) and the
UN Global Compact (2000), among others; and companies judged not to be addressing serious allegations
(narrowly interpreted) of breaches of labour standards such as those on child labour, forced labour,
discrimination, union rights, working hours and health safety.
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Occasionally, positive benefits may be considered to outweigh the negative activities outlined in the team's
screening criteria. In these cases, a balanced judgement is made on the recommendation of the sector specialist
with oversight from the independent external advisory committee.

FI 06

Mandatory

FI 06.1

Public

Core Assessed

PRI 1

Indicate which systems your organisation has to ensure that fund screening criteria are not
breached in fixed income investments.
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Type of screening

Checks
 Analysis is performed to ensure that issuers meet screening criteria

Negative/exclusionary
screening?

 We ensure that data used for the screening criteria is updated at least once a
year.
 Automated IT systems prevent our portfolio managers from investing in
excluded issuers or bonds that do not meet screening criteria
 Audits of fund holdings are undertaken yearly by internal audit or compliance
functions
 Other, specify

other description
The Sustainable Fixed Income Investment team engage a third party provider
Ethical Screening, to check portfolios regularly to ensure compliance.
 None of the above
 Analysis is performed to ensure that issuers meet screening criteria
Positive/best-in-class
screening

 We ensure that data used for the screening criteria is updated at least once a
year.
 Automated IT systems prevent our portfolio managers from investing in
excluded issuers or bonds that do not meet screening criteria
 Audits of fund holdings are undertaken yearly by internal audit or compliance
functions
 Other, specify

other description
The Sustainable Fixed Income Investment team engage a third party provider
Ethical Screening, to check portfolios regularly to ensure compliance.
 None of the above
 Analysis is performed to ensure that issuers meet screening criteria
Norms-based screening

 We ensure that data used for the screening criteria is updated at least once a
year.
 Automated IT systems prevent our portfolio managers from investing in
excluded issuers or bonds that do not meet screening criteria
 Audits of fund holdings are undertaken yearly by internal audit or compliance
functions
 Other, specify

other description
The Sustainable Fixed Income Investment team engage a third party provider
Ethical Screening, to check portfolios regularly to ensure compliance.
 None of the above
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FI 06.2

Additional information. [Optional]

For the Sustainable Fixed Income Investment team, as well as internal checks, Ethical Screening provide an
external assessment of our fund holdings to ensure that companies held do not conflict with or breach otheir
screening criteria.
The Sustainable team has up to six months to sell securities if they breach any fund screening criteria. Typically
they divest within a much shorter time frame than this - as soon as they have found a suitable alternative which is
typically weeks, not months. In some circumstances where they are uncertain about the eligibility of a company
for the funds, the team consults its independent external advisory committee to clarify our understanding of the
ESG issues facing the company, before investing in the security. Therefore, reducing the possibility of owning a
security that should have been excluded.

(B) Implementation: Thematic
FI 08

Mandatory

FI 08.1

Public

Core Assessed

PRI 1

Indicate whether you encourage transparency and disclosure relating to the issuance of themed
bonds as per the Green Bonds Principles, Social Bond Principles, or Sustainability Bond
Guidelines..

 We require that themed bond proceeds are only allocated to environmentally or socially beneficial projects
 We require the issuer (or 3rd party assurer) to demonstrate a process which determines the eligibility of
projects to which themed bond proceeds are allocated
 We require issuers to demonstrate a systematic and transparent process of disbursing themed bond
proceeds to eligible projects until all funds are allocated
 We require issuers to report at least once per year on the projects to which proceeds have been allocated
including a description of those projects
 Other, specify
 None of the above

FI 08.2

Describe the actions you take when issuers do not disburse bond proceeds as described in the
offering documents.

There have not been any instances of holdings within the Sustainable Fixed Income portfolios that have breached
the ruling to date. If on the occasion that this did occur, the team would engage with the issuer to obtain more
details contributing to this, and approach the 3rd party assurer to obtain results of this work. Management would
then be given a reasonable time period to rectify this issue and if after this time they had reached an
unsatisfactory conclusion then they would either pursue getting their investment returned or divest of their holding
in the company.

FI 09

Mandatory

Public

81

Additional Assessed

PRI 1

FI 09.1

Indicate how you assess the environmental or social impact of your thematic investments.

 We require issuers to report at least once per year on specific environmental or social impacts resulting from
our themed investments
 We ensure independent audits are conducted on the environmental or social impact of our investments
 We have a proprietary system to measure environmental and social impact
 We measure the impact of our themed bond investments on specific ESG factors such as carbon emissions
or human rights
 Other, specify
 None of the above

FI 09.2

Additional information. [Optional]

The Sustainable Investment team use a Sustainability Matrix to determine the eligibility of a company for inclusion
in their funds. Their screening criteria are incorporated into the Sustainability Matrix rating for a company. The
Sustainability Matrix helps to analyse how sustainable and responsible a company is. They analyse the product
sustainability and management quality of each investee company in which screening and thematic ESG
incorporation are also factored in. Product sustainability (rated from A to E): Assesses the extent to which a
company's core business (the products or services it offers) helps or harms society and/or the environment. An 'A'
rating indicates a company whose products or services contribute to sustainable development (e.g. renewable
energy); an 'E' rating indicates a company whose core business is in a conflict with sustainable development (e.g.
tobacco). Management quality (rated from 1 to 5): Assesses whether a company has appropriate structures,
policies and practices in place for managing its environmental, social and governance risks/impacts. Management
quality in relation to the risks and opportunities represented by potentially material social, environmental and
governance issues are graded from 1 (excellent) to 5 (very poor). Companies need to be categorised C3 or higher
in order to gain access to our Sustainable Future Corporate Bond Fund, whilst anything rated D3 and above is
eligible for the Monthly Income Bond Fund (Institutional clients with segregated funds are able to tailor the Matrix
cut-off according to their own thresholds). To help with the rating process, their analysts maintain a set of
guidelines that provide further guidance on what influences how they rate companies using their sustainability
matrix for each sector. The sector guidelines also highlight the potentially material environmental, social and
governance issues that they expect management to be addressing and provide an indication of what we consider
to be good practice. The Sustainability Matrix rating of the company is integrated into the fundamental analysis of
the investee company.
The teams' research has identified 20 areas of long-term growth within our economies. They believe that
companies exposed to their themes (More efficient; Safer and more resilient; Healthier and with higher quality of
life) tend to be better managed, exhibiting greater stability and lower risk, which they believe are key drivers of
long term bond returns.
More efficient
Improving the efficiency of energy use; Increasing electricity from renewable sources; Improving management of
water; Improving industrial processes and food production; Increasing waste treatment and recycling; Making
transport more efficient.
Safer and more resilient
Enhancing digital security; Assuring better supply chains; Improving auto safety; Leading ESG management;
Saving for the future; Insuring a sustainable economy; Increasing financial resilience.
Healthier and with higher quality of life
Providing affordable healthcare; Enabling innovation in healthcare; Building better cities; Providing education;
Enabling healthier lifestyles; Connecting people; Delivering healthier foods.
In-house research is supported and supplemented by several external ESG information sources. Sustainalytics
provides in depth reports on sectors/industries, as well as ESG ratings, Governance Metrics and ESG
controversies reports for individual companies. MSCI provide carbon reports, analysing the carbon emissions of
the overall funds and their constituent holdings. Ethical Screening also provide reports assessing companies
against their internal screening criteria, and run regular checks to ensure invested companies remain within these
screening thresholds. The team also consults an independent external advisory committee which meet three
times per year made up of a panel of industry leaders and academics, who provide guidance and expertise in key
areas of environmental and social impact. Whilst also drawing on information from company meetings, broker
research, ISS Governance reports, academia and non-governmental organisations.

82

The team analyses how a company's ESG factors affect its valuation. For example, the team assesses relevant
factors like pollution incidents, staff satisfaction and carbon emissions. Companies which have integrated these
issues generally tend to have higher quality management and therefore, they are more likely to prosper from a
business perspective.
The team uses a sustainability matrix based on product sustainability (A-E) and management quality (1-5). For
product sustainability, the team assesses how a company's product or area of business helps or harms society
and/or the environment. For example, an 'A' rating could be awarded to a company involved in renewable energy
or education. An 'E' rating would be assigned to a firm that conflicts with the principles of sustainable
development, for example, a tobacco company. For management quality, the team assesses a company's
practices, policies and structure relating to its environmental impact as well as social and governance related
issues. A firm with excellent practices would be graded 1, whilst one with poor management practices would be a
5. For a company to be considered for inclusion in the Sustainable Future Corporate Bond Fund and the
European Corporate Bond fund must rank C3 or higher on the matrix, whereas for the Monthly Income Bond Fund
D3 or higher is eligible.
This assessment is then combined with traditional fundamental credit analysis, through our credit templates. The
templates look at fundamental metrics such as relative valuation, SWOT analysis and company financials to
determine how robust or risky an investment is, and how the company's management of ESG issues impacts
upon each metric. For example a key driver of long-term bond returns is the effective management of tail-risk, and
identifying companies that have strong governance and management scores helps the team to avoid issues
where the tail-risk is underpriced.
The following document outlines the Sustainable Fixed Income investment process and how they integrate ESG
factors: https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=8ef3fc44-bcd3-45f5-92f14daf758b254a

(C) Implementation: Integration
FI 10

Mandatory

FI 10.1

Public

Descriptive

PRI 1

Describe your approach to integrating ESG into traditional financial analysis.

The Sustainable Investment team use a Sustainability Matrix to determine the eligibility of a company for inclusion
in our funds. Their screening criteria are incorporated into the Sustainability Matrix rating for a company. The
Sustainability Matrix helps to analyse how sustainable and responsible a company is. They analyse the product
sustainability and management quality of each investee company in which screening and thematic ESG
incorporation are also factored in. Product sustainability (rated from A to E): Assesses the extent to which a
company's core business (the products or services it offers) helps or harms society and/or the environment. An 'A'
rating indicates a company whose products or services contribute to sustainable development (e.g. renewable
energy); an 'E' rating indicates a company whose core business is in a conflict with sustainable development (e.g.
tobacco). Management quality (rated from 1 to 5): Assesses whether a company has appropriate structures,
policies and practices in place for managing its environmental, social and governance risks/impacts. Management
quality in relation to the risks and opportunities represented by potentially material social, environmental and
governance issues are graded from 1 (excellent) to 5 (very poor). Companies need to be categorised C3 or higher
in order to gain access to our Sustainable Future Corporate Bond Fund, whilst anything rated D3 and above is
eligible for the Monthly Income Bond Fund (Institutional clients with segregated funds are able to tailor the Matrix
cut-off according to their own thresholds). To help with the rating process, their analysts maintain a set of
guidelines that provide further guidance on what influences how we rate companies using our sustainability matrix
for each sector. The sector guidelines also highlight the potentially material environmental, social and governance
issues that we expect management to be addressing and provide an indication of what we consider to be good
practice. The Sustainability Matrix rating of the company is integrated into the fundamental analysis of the
investee company.
The teams' research has identified 20 areas of long-term growth within our economies. They believe that
companies exposed to our themes (More efficient; Safer and more resilient; Healthier and with higher quality of
life) tend to be better managed, exhibiting greater stability and lower risk, which we believe are key drivers of long
term bond returns.
More efficient
Improving the efficiency of energy use; Increasing electricity from renewable sources; Improving management of
water; Improving industrial processes and food production; Increasing waste treatment and recycling; Making
transport more efficient.
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Safer and more resilient
Enhancing digital security; Assuring better supply chains; Improving auto safety; Leading ESG management;
Saving for the future; Insuring a sustainable economy; Increasing financial resilience.
Healthier and with higher quality of life
Providing affordable healthcare; Enabling innovation in healthcare; Building better cities; Providing education;
Enabling healthier lifestyles; Connecting people; Delivering healthier foods.
In-house research is supported and supplemented by several external ESG information sources. Sustainalytics
provides in depth reports on sectors/industries, as well as ESG ratings, Governance Metrics and ESG
controversies reports for individual companies. MSCI provide carbon reports, analysing the carbon emissions of
the overall funds and their constituent holdings. Ethical Screening also provide reports assessing companies
against our internal screening criteria, and run regular checks to ensure invested companies remain within these
screening thresholds. The team also consults an independent external advisory committee which meet three
times per year made up of a panel of industry leaders and academics, who provide guidance and expertise in key
areas of environmental and social impact. Whilst also drawing on information from company meetings, broker
research, ISS Governance reports, academia and non-governmental organisations.
The team analyses how a company's ESG factors affect its valuation. For example, the team assesses relevant
factors like pollution incidents, staff satisfaction and carbon emissions. Companies which have integrated these
issues generally tend to have higher quality management and therefore, they are more likely to prosper from a
business perspective.
The team uses a sustainability matrix based on product sustainability (A-E) and management quality (1-5). For
product sustainability, the team assesses how a company's product or area of business helps or harms society
and/or the environment. For example, an 'A' rating could be awarded to a company involved in renewable energy
or education. An 'E' rating would be assigned to a firm that conflicts with the principles of sustainable
development, for example, a tobacco company. For management quality, the team assesses a company's
practices, policies and structure relating to its environmental impact as well as social and governance related
issues. A firm with excellent practices would be graded 1, whilst one with poor management practices would be a
5. For a company to be considered for inclusion in the Sustainable Future Corporate Bond Fund and the
European Corporate Bond fund must rank C3 or higher on the matrix, whereas for the Monthly Income Bond Fund
D3 or higher is eligible.
This assessment is then combined with traditional fundamental credit analysis, through our credit templates. The
templates look at fundamental metrics such as relative valuation, SWOT analysis and company financials to
determine how robust or risky an investment is, and how the company's management of ESG issues impacts
upon each metric. For example a key driver of long-term bond returns is the effective management of tail-risk, and
identifying companies that have strong governance and management scores helps us to avoid issues where the
tail-risk is underpriced.
The following document outlines the Sustainable Fixed Income investment process and how they integrate ESG
factors: https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=8ef3fc44-bcd3-45f5-92f14daf758b254a

FI 10.2

Describe how your ESG integration approach is adapted to each of the different types of fixed
income you invest in.

SSA
The Sustainable Fixed Income team ESG approach to securitisations is consistent with that detailed in FI 10.1.
Liontrust's Global Fixed Income team consider ESG-related risks as part of their bottom up investment process,
but do not screen, filter or engage with individual companies on ESG factors. For credit decision-making, they
use their PRISM research template. The 'S' in PRISM stands for 'Sustainability' and the 'M' stands for
'Motivations'. In these sections, they explore how ESG-related risks might impact the credit quality of individual
borrowers. This assist to form a view around the risk versus reward characteristics of the individual investment.
They believe the priorities within their PRISM template, gives something of a quality bias. For example, they
prefer listed over non-listed business due, in part, to greater likelihood of transparency and better governance
standards.
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Corporate (financial)
The Sustainable Fixed Income team within Corporate financials apply the same methodology as above,
however focus on sector specific ESG factors. For example within the banks sector they favour the more
traditional savings & lending banks over investment banks. Factors that we consider, include capital liquidity &
risk, governance, environmental issues, social issues and product governance. For UK Banks they would
review evidence of bad corporate behaviour, law breaches in areas such as mis-selling, LIBOR fixing, money
laundering and breaking sanctions.
Liontrust's Global Fixed Income team consider ESG-related risks as part of their bottom up investment process,
but do not screen, filter or engage with individual companies on ESG factors. For credit decision-making, they
use their PRISM research template. The 'S' in PRISM stands for 'Sustainability' and the 'M' stands for
'Motivations'. In these sections, they explore how ESG-related risks might impact the credit quality of individual
borrowers. This assist to form a view around the risk versus reward characteristics of the individual investment.
They believe the priorities within their PRISM template, gives something of a quality bias. For example, they
prefer listed over non-listed business due, in part, to greater likelihood of transparency and better governance
standards.

Corporate (non-financial)
The Sustainable Fixed Income team apply the same approach to non-financial organisations; however different
sector specific ESG issues are taken into consideration. In the retail sector we favour companies where they
place strong emphasis on sustainable sourcing, auditing of their supply chain, robust labour practices and
healthy eating. Where as in the utilities sector they favour power companies with a higher renewable exposure,
over traditional fossil fuel burning generators due to emissions issues.
Liontrust's Global Fixed Income team consider ESG-related risks as part of their bottom up investment process,
but do not screen, filter or engage with individual companies on ESG factors. For credit decision-making, they
use their PRISM research template. The 'S' in PRISM stands for 'Sustainability' and the 'M' stands for
'Motivations'. In these sections, they explore how ESG-related risks might impact the credit quality of individual
borrowers. This assist to form a view around the risk versus reward characteristics of the individual investment.
They believe the priorities within their PRISM template, gives something of a quality bias. For example, they
prefer listed over non-listed business due, in part, to greater likelihood of transparency and better governance
standards.

Securitised
The Sustainable Fixed Income team ESG approach to securitisations is consistent with that detailed in FI 10.1.
As whole business securitisation structures can be used by companies in various industry sectors, each
securitisation is assessed on its own merits using the approach detailed in FI 10.1.
All Liontrust funds have no or very limited exposure to securitised debt.

FI 11

Mandatory

FI 11.1

Public

Core Assessed

Indicate how ESG information is typically used as part of your investment process.

Select all that apply
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PRI 1

SSA

Corporate
(financial)

Corporate
(nonfinancial)

Securitised

























































































ESG analysis is integrated into fundamental analysis

ESG analysis is used to adjust the internal credit
assessments of issuers.

ESG analysis is used to adjust forecasted financials and
future cash flow estimates.

ESG analysis impacts the ranking of an issuer relative to
a chosen peer group.

An issuer's ESG bond spreads and its relative value
versus its sector peers are analysed to find out if all risks
are priced in.

The impact of ESG analysis on bonds of an issuer with
different durations/maturities are analysed.

Sensitivity analysis and scenario analysis are applied to
valuation models to compare the difference between
base-case and ESG-integrated security valuation.

ESG analysis is integrated into portfolio weighting
decisions.

Companies, sectors, countries and currency and
monitored for changes in ESG exposure and for
breaches of risk limits.

The ESG profile of portfolios is examined for securities
with high ESG risks and assessed relative to the ESG
profile of a benchmark.

Other, specify
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FI 11.2

Additional information [OPTIONAL]

The Sustainable Investment team use a Sustainability Matrix to determine the eligibility of a company for inclusion
in their funds. Their screening criteria are incorporated into the Sustainability Matrix rating for a company. The
Sustainability Matrix helps to analyse how sustainable and responsible a company is. They analyse the product
sustainability and management quality of each investee company in which screening and thematic ESG
incorporation are also factored in. Product sustainability (rated from A to E): Assesses the extent to which a
company's core business (the products or services it offers) helps or harms society and/or the environment. An 'A'
rating indicates a company whose products or services contribute to sustainable development (e.g. renewable
energy); an 'E' rating indicates a company whose core business is in a conflict with sustainable development (e.g.
tobacco). Management quality (rated from 1 to 5): Assesses whether a company has appropriate structures,
policies and practices in place for managing its environmental, social and governance risks/impacts. Management
quality in relation to the risks and opportunities represented by potentially material social, environmental and
governance issues are graded from 1 (excellent) to 5 (very poor). Companies need to be categorised C3 or higher
in order to gain access to our Sustainable Future Corporate Bond Fund, whilst anything rated D3 and above is
eligible for the Monthly Income Bond Fund (Institutional clients with segregated funds are able to tailor the Matrix
cut-off according to their own thresholds). To help with the rating process, their analysts maintain a set of
guidelines that provide further guidance on what influences how they rate companies using their sustainability
matrix for each sector. The sector guidelines also highlight the potentially material environmental, social and
governance issues that they expect management to be addressing and provide an indication of what we consider
to be good practice. The Sustainability Matrix rating of the company is integrated into the fundamental analysis of
the investee company.
The teams' research has identified 20 areas of long-term growth within our economies. They believe that
companies exposed to their themes (More efficient; Safer and more resilient; Healthier and with higher quality of
life) tend to be better managed, exhibiting greater stability and lower risk, which they believe are key drivers of
long term bond returns.
More efficient
Improving the efficiency of energy use; Increasing electricity from renewable sources; Improving management of
water; Improving industrial processes and food production; Increasing waste treatment and recycling; Making
transport more efficient.
Safer and more resilient
Enhancing digital security; Assuring better supply chains; Improving auto safety; Leading ESG management;
Saving for the future; Insuring a sustainable economy; Increasing financial resilience.
Healthier and with higher quality of life
Providing affordable healthcare; Enabling innovation in healthcare; Building better cities; Providing education;
Enabling healthier lifestyles; Connecting people; Delivering healthier foods.
In-house research is supported and supplemented by several external ESG information sources. Sustainalytics
provides in depth reports on sectors/industries, as well as ESG ratings, Governance Metrics and ESG
controversies reports for individual companies. MSCI provide carbon reports, analysing the carbon emissions of
the overall funds and their constituent holdings. Ethical Screening also provide reports assessing companies
against their internal screening criteria, and run regular checks to ensure invested companies remain within these
screening thresholds. The team also consults an independent external advisory committee which meet three
times per year made up of a panel of industry leaders and academics, who provide guidance and expertise in key
areas of environmental and social impact. Whilst also drawing on information from company meetings, broker
research, ISS Governance reports, academia and non-governmental organisations.
The team analyses how a company's ESG factors affect its valuation. For example, the team assesses relevant
factors like pollution incidents, staff satisfaction and carbon emissions. Companies which have integrated these
issues generally tend to have higher quality management and therefore, they are more likely to prosper from a
business perspective.
The team uses a sustainability matrix based on product sustainability (A-E) and management quality (1-5). For
product sustainability, the team assesses how a company's product or area of business helps or harms society
and/or the environment. For example, an 'A' rating could be awarded to a company involved in renewable energy
or education. An 'E' rating would be assigned to a firm that conflicts with the principles of sustainable
development, for example, a tobacco company. For management quality, the team assesses a company's
practices, policies and structure relating to its environmental impact as well as social and governance related
issues. A firm with excellent practices would be graded 1, whilst one with poor management practices would be a
5. For a company to be considered for inclusion in the Sustainable Future Corporate Bond Fund and the
European Corporate Bond fund must rank C3 or higher on the matrix, whereas for the Monthly Income Bond Fund
D3 or higher is eligible.
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This assessment is then combined with traditional fundamental credit analysis, through their credit templates. The
templates look at fundamental metrics such as relative valuation, SWOT analysis and company financials to
determine how robust or risky an investment is, and how the company's management of ESG issues impacts
upon each metric. For example a key driver of long-term bond returns is the effective management of tail-risk, and
identifying companies that have strong governance and management scores helps them to avoid issues where
the tail-risk is underpriced.
The following document outlines the Sustainable Fixed Income investment process and how they integrate ESG
factors: https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=8ef3fc44-bcd3-45f5-92f14daf758b254a
All Liontrust funds have no or very limited exposure to securitised debt.

FI 12

Mandatory

FI 12.1

Environmental

Corporate
(financial)

Corporate
(nonfinancial)

Securitised

FI 12.2

Additional Assessed

PRI 1

Indicate the extent to which ESG issues are reviewed in your integration process.

Environment

SSA

Public

Social

Social

Governance

Governance

 Systematically

 Systematically

 Systematically

 Occasionally

 Occasionally

 Occasionally

 Not at all

 Not at all

 Not at all

Environmental

Social

Governance

 Systematically

 Systematically

 Systematically

 Occasionally

 Occasionally

 Occasionally

 Not at all

 Not at all

 Not at all

Environmental

Social

Governance

 Systematically

 Systematically

 Systematically

 Occasionally

 Occasionally

 Occasionally

 Not at all

 Not at all

 Not at all

Environmental

Social

Governance

 Systematically

 Systematically

 Systematically

 Occasionally

 Occasionally

 Occasionally

 Not at all

 Not at all

 Not at all

Please provide more detail on how you review E, S and/or G factors in your integration process.
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SSA
As described in the additional information section below, the Sustainable Investment Fixed Income team
consider a number of ESG factors in their integration process. These vary from governance aspects (gender
balance of the board, number & independence of non-execs), pay & remuneration, contracts to carbon
footprint, safety records etc. These factors will be reviewed on an on-going basis and/or at the time of the
issuers' results.
Liontrust's Global Fixed Income team consider ESG-related risks as part of their bottom up investment process,
but do not screen, filter or engage with individual companies on ESG factors. For credit decision-making, they
use their PRISM research template. The 'S' in PRISM stands for 'Sustainability' and the 'M' stands for
'Motivations'. In these sections, they explore how ESG-related risks might impact the credit quality of individual
borrowers. This assist to form a view around the risk versus reward characteristics of the individual investment.
They believe the priorities within their PRISM template, gives something of a quality bias. For example, they
prefer listed over non-listed business due, in part, to greater likelihood of transparency and better governance
standards.
All Liontrust funds have no or very limited exposure to securitised debt.

Corporate (financial)
As described in the additional information section below, the Sustainable Investment Fixed Income team
consider a number of ESG factors in their integration process. These vary from governance aspects (gender
balance of the board, number & independence of non-execs), pay & remuneration, contracts to carbon
footprint, safety records etc. These factors will be reviewed on an on-going basis and/or at the time of the
issuers' results.
Liontrust's Global Fixed Income team consider ESG-related risks as part of their bottom up investment process,
but do not screen, filter or engage with individual companies on ESG factors. For credit decision-making, they
use their PRISM research template. The 'S' in PRISM stands for 'Sustainability' and the 'M' stands for
'Motivations'. In these sections, they explore how ESG-related risks might impact the credit quality of individual
borrowers. This assist to form a view around the risk versus reward characteristics of the individual investment.
They believe the priorities within their PRISM template, gives something of a quality bias. For example, they
prefer listed over non-listed business due, in part, to greater likelihood of transparency and better governance
standards.

Corporate (non-financial)
As described in the additional information section below, the Sustainable Investment Fixed Income team
consider a number of ESG factors in their integration process. These vary from governance aspects (gender
balance of the board, number & independence of non-execs), pay & remuneration, contracts to carbon
footprint, safety records etc. These factors will be reviewed on an on-going basis and/or at the time of the
issuers' results.
Liontrust's Global Fixed Income team consider ESG-related risks as part of their bottom up investment process,
but do not screen, filter or engage with individual companies on ESG factors. For credit decision-making, they
use their PRISM research template. The 'S' in PRISM stands for 'Sustainability' and the 'M' stands for
'Motivations'. In these sections, they explore how ESG-related risks might impact the credit quality of individual
borrowers. This assist to form a view around the risk versus reward characteristics of the individual investment.
They believe the priorities within their PRISM template, gives something of a quality bias. For example, they
prefer listed over non-listed business due, in part, to greater likelihood of transparency and better governance
standards.
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Securitised
As described in the additional information section below, the Sustainable Investment Fixed Income team
consider a number of ESG factors in their integration process. These vary from governance aspects (gender
balance of the board, number & independence of non-execs), pay & remuneration, contracts to carbon
footprint, safety records etc. These factors will be reviewed on an on-going basis and/or at the time of the
issuers' results.
Liontrust's Global Fixed Income team consider ESG-related risks as part of their bottom up investment process,
but do not screen, filter or engage with individual companies on ESG factors. For credit decision-making, they
use their PRISM research template. The 'S' in PRISM stands for 'Sustainability' and the 'M' stands for
'Motivations'. In these sections, they explore how ESG-related risks might impact the credit quality of individual
borrowers. This assist to form a view around the risk versus reward characteristics of the individual investment.
They believe the priorities within their PRISM template, gives something of a quality bias. For example, they
prefer listed over non-listed business due, in part, to greater likelihood of transparency and better governance
standards.
All Liontrust funds have no or very limited exposure to securitised debt.

FI 12.3

Additional information.[OPTIONAL]

The Sustainable Investment team use a Sustainability Matrix to determine the eligibility of a company for inclusion
in their funds. Their screening criteria are incorporated into the Sustainability Matrix rating for a company. The
Sustainability Matrix helps to analyse how sustainable and responsible a company is. They analyse the product
sustainability and management quality of each investee company in which screening and thematic ESG
incorporation are also factored in. Product sustainability (rated from A to E): Assesses the extent to which a
company's core business (the products or services it offers) helps or harms society and/or the environment. An 'A'
rating indicates a company whose products or services contribute to sustainable development (e.g. renewable
energy); an 'E' rating indicates a company whose core business is in a conflict with sustainable development (e.g.
tobacco). Management quality (rated from 1 to 5): Assesses whether a company has appropriate structures,
policies and practices in place for managing its environmental, social and governance risks/impacts. Management
quality in relation to the risks and opportunities represented by potentially material social, environmental and
governance issues are graded from 1 (excellent) to 5 (very poor). Companies need to be categorised C3 or higher
in order to gain access to our Sustainable Future Corporate Bond Fund, whilst anything rated D3 and above is
eligible for the Monthly Income Bond Fund (Institutional clients with segregated funds are able to tailor the Matrix
cut-off according to their own thresholds). To help with the rating process, their analysts maintain a set of
guidelines that provide further guidance on what influences how they rate companies using their sustainability
matrix for each sector. The sector guidelines also highlight the potentially material environmental, social and
governance issues that they expect management to be addressing and provide an indication of what we consider
to be good practice. The Sustainability Matrix rating of the company is integrated into the fundamental analysis of
the investee company.
The teams' research has identified 20 areas of long-term growth within our economies. They believe that
companies exposed to their themes (More efficient; Safer and more resilient; Healthier and with higher quality of
life) tend to be better managed, exhibiting greater stability and lower risk, which they believe are key drivers of
long term bond returns.
More efficient
Improving the efficiency of energy use; Increasing electricity from renewable sources; Improving management of
water; Improving industrial processes and food production; Increasing waste treatment and recycling; Making
transport more efficient.
Safer and more resilient
Enhancing digital security; Assuring better supply chains; Improving auto safety; Leading ESG management;
Saving for the future; Insuring a sustainable economy; Increasing financial resilience.
Healthier and with higher quality of life
Providing affordable healthcare; Enabling innovation in healthcare; Building better cities; Providing education;
Enabling healthier lifestyles; Connecting people; Delivering healthier foods.
In-house research is supported and supplemented by several external ESG information sources. Sustainalytics
provides in depth reports on sectors/industries, as well as ESG ratings, Governance Metrics and ESG
controversies reports for individual companies. MSCI provide carbon reports, analysing the carbon emissions of
the overall funds and their constituent holdings. Ethical Screening also provide reports assessing companies
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against their internal screening criteria, and run regular checks to ensure invested companies remain within these
screening thresholds. The team also consults an independent external advisory committee which meet three
times per year made up of a panel of industry leaders and academics, who provide guidance and expertise in key
areas of environmental and social impact. Whilst also drawing on information from company meetings, broker
research, ISS Governance reports, academia and non-governmental organisations.
The team analyses how a company's ESG factors affect its valuation. For example, the team assesses relevant
factors like pollution incidents, staff satisfaction and carbon emissions. Companies which have integrated these
issues generally tend to have higher quality management and therefore, they are more likely to prosper from a
business perspective.
The team uses a sustainability matrix based on product sustainability (A-E) and management quality (1-5). For
product sustainability, the team assesses how a company's product or area of business helps or harms society
and/or the environment. For example, an 'A' rating could be awarded to a company involved in renewable energy
or education. An 'E' rating would be assigned to a firm that conflicts with the principles of sustainable
development, for example, a tobacco company. For management quality, the team assesses a company's
practices, policies and structure relating to its environmental impact as well as social and governance related
issues. A firm with excellent practices would be graded 1, whilst one with poor management practices would be a
5. For a company to be considered for inclusion in the Sustainable Future Corporate Bond Fund and the
European Corporate Bond fund must rank C3 or higher on the matrix, whereas for the Monthly Income Bond Fund
D3 or higher is eligible.
This assessment is then combined with traditional fundamental credit analysis, through their credit templates. The
templates look at fundamental metrics such as relative valuation, SWOT analysis and company financials to
determine how robust or risky an investment is, and how the company's management of ESG issues impacts
upon each metric. For example a key driver of long-term bond returns is the effective management of tail-risk, and
identifying companies that have strong governance and management scores helps them to avoid issues where
the tail-risk is underpriced.
The following document outlines the Sustainable Fixed Income investment process and how they integrate ESG
factors: https://www.liontrust.co.uk/handlers/DownloadDocumentsHandler.lion?itemids=8ef3fc44-bcd3-45f5-92f14daf758b254a
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