June 2021

Climate change
statement Q&A

We have prepared the Q&A below in conjunction with our Climate change statement.

What are your governance and oversight arrangements for
climate change, including for remuneration?
Our investment philosophy and Hippocratic Oath are the
primary means by which we ensure our investments are well
aligned with climate and other sustainability objectives. Our
long-term focus on quality acompanies that are well positioned
to contribute to, and benefit from, sustainable development
is not an add-on or side project, it sits at the heart of every
investment decision we make.
Our team, Board and senior investors are ultimately accountable
for ensuring we execute our stewardship responsibilities in line
with our philosophy and that our team has the support it needs
to deliver on our objectives.
Stewart Investors also participates in, and is subject to, the
governance arrangements of its parent company First Sentier
Investors (FSI). Stewart Investors staff sit on FSI’s Global
Responsible Investment and ESG Committee. Stewart Investors’
investment strategies are overseen by FSI’s global investment
committee, risk assurance and internal audit functions.
Remuneration for all investment team members is linked to the
long-term performance of our investment strategies and our
business. We do not believe separate incentives for sustainability
are necessary, or effective, in the context of our organisation and
its deep commitment to sustainable investment.

Are you committing to net-zero emissions by 2050 and signing
the Net Zero Asset Managers Initiative?
We are committed to achieving global sustainable development
objectives, including the well below 2oC warming target of
the Paris Agreement. We believe that we have been playing a
positive role in pursuing sustainable development objectives
for many years, and are focused on increasing and improving
our contribution.

Our industry has created multiple initiatives to sign up to, each
year, for the past decade or more. Their aspirations are admirable
but very few have achieved a meaningfully-better outcome for
the world. This makes us cautiously question our contribution
when each initiative is put in front of us. Many are designed
more for those who own the whole economy or are far less
selective with their sustainable investment remit.
The Net Zero Asset Managers Initiative1 appears well structured,
with interim and long-term targets which, if tangible and binding,
have the opportunity to shift capital to achieve the carbon needs
of the future. We worry the pace of uptake is usually inversely
related to the extent of meaningful change, and rapid uptake
is exactly what we have witnessed with the Net Zero Asset
Managers Initiative. Time will tell how closely signatories have
scrutinised their commitments before jumping in.
However, we will monitor and consider whether it is appropriate
for us over time, while pushing on investing for a carbonconstrained future. By the end of 2021 we aim to report on our
investments and climate change, including baseline measures.
Before that report we will continue to consider what targets
make the best sense for how we invest, and whether signing the
Initiative will have an impact on how we invest, operate or report.

If you want to achieve the Paris Agreement target of well below
two degrees Celcius of warming, why not just make a net-zero
commitment now?
We need to identify and better understand how we can set
credible and implementable targets which are aligned with our
investment philosophy and process. Historically we have not
used targets for any of the issues we find important (you can
read more on this at Our approach to sustainable investing).
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Our broad understanding of sustainable development is best represented by the Global Footprint Network’s chart which
compares human development on the X-axis and ecological footprint on the Y-axis.
The implied goal is to move towards the bottom right-hand corner of the chart where human development is high and ecological
footprint is low. Historically, we have not set targets for goals like health and wellbeing, living wages, pollution or biodiversity,
rather we focus on the quality, stewardship and sustainable development contributions being made by individual companies.
While we support the intention behind net-zero targets, we are concerned society will need to do more than many of the
pathways outlined today. Top-down models of the economy and its emissions bear little relationship to our portfolios which are
largely fossil fuel free. Such modelling may suggest our portfolios have already arrived at the 1.5oC world, but we know this is
not the case. We worry about commitments being made that are reliant on negative-emissions technologies and an abundance
of carbon sinks2 in the future. We will continue to support a lower-carbon future in the global economy by investing in relevant
and proven solutions.

Do you have an action plan?
Yes, as described in the statement, our action plan on climate
change is focused on two primary areas: 1) how we allocate
capital and 2) our engagement with investee companies,
including our proxy voting decisions. We also:
> Support organisations who are better placed than we are to
achieve meaningful change, for example, in the area of public
policy.
> Collaborate with investors and other stakeholders so we can
learn and achieve shared climate objectives.
> Continue to commission investment research and, where
possible, share it with clients and companies for engagement
purposes.
> Reduce our own operational emissions and offset those we
cannot eliminate.

We will remain focused on real-world outcomes. Our history of
dedicated sustainable investing means our starting position for
portfolio emissions is far below the broader economy. Currently,
the aggregate emissions intensity of our investment strategies is
only 25% of the total of our strategies’ benchmarks, and every
individual strategy has emissions intensity less than 40% of their
respective benchmarks3. Climate success for the global economy
should see that gap narrow, rather than grow.
We expect the companies we invest in to make a genuine and
growing contribution to global efforts to reduce emissions and
ensure an equitable transition to a zero-carbon economy for their
stakeholders. This will occur through the products and services
they sell, in their direct operations and in their supply chains.
Rather than judge what level is appropriate through top-down
economic models, we believe our bottom-up investment analysis
is the best way for us to take a nuanced view of how companies
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are contributing to decarbonisation. With this in mind, our goal
is to see increasing ambition and action from the companies in
which we invest. To monitor and evaluate this goal we will collect
data and report the results to our clients.
We will also report any noteworthy support or funding we provide
to organisations helping the world achieve its carbon aims.

Are you involved with recognised industry climate change
initiatives?
We have a history of supporting various industry initiatives (and
other initiatives) aimed at improving investor understanding
and adoption of sustainable investment practices. For example,
we were amongst the first investors to commission carbonaccounting4 research in the Asia Pacific (through Trucost); we
were founding members of the Association for Sustainable &
Responsible Investment in Asia (ASrIA) and are a signatory to the
Carbon Disclosure Project (CDP).
For climate change specifically, we are currently signatories to
the CDP and have led, and participated in, the Principles for
Responsible Investment (PRI) initiatives, including collaborative
engagements on deforestation and plastics.
We are also active members and contributors to other related
industry forums including the UK Sustainable Investment
and Finance Association (UKSIF), the Responsible Investment
Association of Australasia (RIAA) and the Intentional
Endowments Network in the US (IEN).

Will you invest in fossil fuel companies which are transitioning?
Consistent with our position statement on harmful and
controversial products and services, we do not have any direct
fossil fuel investments. There are many transition risks for these
companies that conflict with our objective of investing only in
companies contributing to a more sustainable future and our
belief that capital preservation is important for capital growth.

Do you support and comply with the Task Force for Climate
Related Financial Disclosure (TCFD)?
We will report annually on our progress against our climate
change objectives. We will model this reporting on TCFD5 to
the degree it is relevant to us and we will support our clients in
meeting their reporting requirements.
The TCFD is primarily focused on the risk of climate change to
the reporting organisation, rather than the effect the reporting
organisation has on the climate or its role in driving solutions.
Both perspectives are important and we intend to cover both in
our reporting.
The TCFD also includes recommendations on scenario analysis.
We don’t believe top-down scenarios are relevant or effective
for understanding the climate change related risks and
opportunities of our investments at portfolio level, however we
regularly consider different scenarios at a company level. We
will incorporate climate related risks and opportunities in our
company level disclosures.
The TCFD is also a useful model for the companies we invest in
to use for their reporting. However, we do not see it as a ‘tick
the box’ exercise and are more interested in seeing an integrated
approach to reporting which covers all relevant issues as part of
the company’s strategy. We will encourage companies to refer to
TCFD where we believe their climate change reporting needs to
be improved.

Is your engagement and voting strategy aligned with your
climate change commitment?
Engaging with companies and proxy voting are core parts
of our investment process. In the same way our investment
process seeks out quality companies that are well positioned for
sustainable development, our engagement and voting revolves
around understanding and encouraging improvements in those
areas.

There may be rare cases, particularly for utilities, where a
company has the ability and willingness to transition successfully
and profitably. In such cases, we would need to be convinced
that the transition plan can be achieved rapidly and credibly.
Should this occur we will fully disclose any such investment and
the reasons for it.

One of the expected outcomes from our action plan is increasing
ambition and falling emissions from the companies we invest
in. We will use engagement to support our companies in the
climate challenge. In our first climate change report we will
provide baseline analysis of company ambition and emissions
performance, and will then use that information to encourage
companies to improve where meaningful.

What do you mean by commissioning and sharing research?

Will you be using carbon offsets?

For many years we have been commissioning independent
investment research on sustainability themes and issues which
support our investment decisions. This research spans diverse
topics from political lobbying in health care to the lead content
in paints. In terms of climate change, we have commissioned
research on subjects including sustainable palm oil, alternatives
to palm oil, sustainable sourcing of soy, the ecosystem impacts
of consumer products, fossil fuel-dependent capital goods, and
the loan-book assessment of Asian banks.

We will purchase offsets for our direct operations. Purchasing
carbon offsets6 helps us to incorporate a cost of carbon into our
business while supporting the transition to a carbon constrained
economy, particularly for those people and communities most
vulnerable to climate change.

Where contractual requirements allow it, we share this research
with clients and use it as an important engagement tool with the
companies we are invested in. Wherever possible we ask the
external providers to publish the research.

We do not count these offsets towards our carbon calculations
and pay for them as a business expense. We will only purchase
high quality offsets, such as those certified by the Gold Standard
or Plan Vivo7.
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Footnotes
1

The Net Zero Asset Managers initiative is an international
group of asset managers committed to supporting net-zero
goals. https://www.netzeroassetmanagers.org/

5

TCFD is a market-driven initiative, set up to develop a set of
recommendations for voluntary and consistent climate related
financial risk disclosures in mainstream filings.

2

A carbon sink is anything that absorbs more carbon from the
atmosphere than it releases – for example, plants, the ocean
and soil.

6

Carbon offsets allow individuals or companies to invest in
carbon reducing environmental projects in order to balance
out their own carbon footprint.

3

Source: Stewart Investors investment team and MSCI.

7

4

Carbon accounting quantifies and measures carbon emissions
from physical amounts of greenhouse gas emissions to the
atmosphere and/or financially by giving carbon a financial
market value.

https://www.offsetguide.org/understanding-carbon-offsets/
carbon-offset-programs/

Investment terms
View our list of investment terms to help you understand the terminology within this document

Important information
This document has been prepared for general information purposes only and is intended to provide a summary of the subject
matter covered. It does not purport to be comprehensive or to give advice. The views expressed are the views of the writer
at the time of issue and may change over time. This is not an offer document, and does not constitute an offer, invitation,
investment recommendation or inducement to distribute or purchase securities, shares, units or other interests or to enter
into an investment agreement. No person should rely on the content and/or act on the basis of any matter contained in this
document.
This document is confidential and must not be copied, reproduced, circulated or transmitted, in whole or in part, and in any form
or by any means without our prior written consent. The information contained within this document has been obtained from
sources that we believe to be reliable and accurate at the time of issue but no representation or warranty, express or implied, is
made as to the fairness, accuracy or completeness of the information. We do not accept any liability for any loss arising whether
directly or indirectly from any use of this document.
References to “we” or “us” are references to Stewart Investors. Stewart Investors is a trading name of First Sentier Investors
(UK) Funds Limited, First Sentier Investors International IM Limited and First Sentier Investors (Ireland) Limited. First Sentier
Investors entities referred to in this document are part of First Sentier Investors, a member of MUFG, a global financial group.
First Sentier Investors includes a number of entities in different jurisdictions. MUFG and its subsidiaries do not guarantee the
performance of any investment or entity referred to in this document or the repayment of capital. Any investments referred to
are not deposits or other liabilities of MUFG or its subsidiaries, and are subject to investment risk including loss of income and
capital invested.
Past performance is not a reliable indicator of future results.
Reference to specific securities (if any) is included for the purpose of illustration only and should not be construed as a
recommendation to buy or sell. Reference to the names of any company is merely to explain the investment strategy and should
not be construed as investment advice or a recommendation to invest in any of those companies.
© 2021 MSCI ESG Research LLC Reproduced by permission. Although Stewart Investors information providers, including
without limitation, MSCI ESG Research LLC and its affiliates (the “ESG Parties”), obtain information from sources they consider
reliable, none of the ESG Parties warrants or guarantees the originality, accuracy and/or completeness of any data herein.
None of the ESG Parties makes any express or implied warranties of any kind, and the ESG Parties hereby expressly disclaim all
warranties of merchantability and fitness for a particular purpose, with respect to any data herein. None of the ESG Parties shall
have any liability for any errors or omissions in connection with any data herein. Further without limiting any of the foregoing,
in no event shall any of the ESG Parties have any liability for any direct, indirect, special, punitive, consequential or any other
damages (including lost profits) even if notified of the possibility of such damages.
Hong Kong and Singapore
In Hong Kong, this document is issued by First Sentier Investors (Hong Kong) Limited and has not been reviewed by the
Securities & Futures Commission in Hong Kong. In Singapore, this document is issued by First Sentier Investors (Singapore)
whose company registration number is 196900420D. This advertisement or publication has not been reviewed by the
Monetary Authority of Singapore. Stewart Investors is a business name of First Sentier Investors (Hong Kong) Limited. Stewart
Investors (registration number 53310114W) is a business division of First Sentier Investors (Singapore).
Australia
In Australia, this document is issued by First Sentier Investors (Australia) IM Limited AFSL 289017 ABN 89 114 194 311 (FSI
AIM). Stewart Investors is a trading name of FSI AIM.
United Kingdom
This document is not a financial promotion. In the United Kingdom, this document is issued by First Sentier Investors (UK)
Funds Limited which is authorised and regulated in the UK by the Financial Conduct Authority (registration number 143359).
Registered office: Finsbury Circus House, 15 Finsbury Circus, London, EC2M 7EB, number 2294743.
European Economic Area (“EEA”)
In the EEA, this document is issued by First Sentier Investors (Ireland) Limited which is authorised and regulated in Ireland by
the Central Bank of Ireland (registered number C182306) in connection with the activity of receiving and transmitting orders.
Registered office: 70 Sir John Rogerson’s Quay, Dublin 2, Ireland, number 629188.

June 2021
Middle East
In certain jurisdictions the distribution of this material may be restricted. The recipient is required to inform themselves about any
such restrictions and observe them. By having requested this document and by not deleting this email and attachment, you warrant
and represent that you qualify under any applicable financial promotion rules that may be applicable to you to receive and consider
this document, failing which you should return and delete this e-mail and all attachments pertaining thereto.
In the Middle East, this material is communicated by First Sentier Investors (Singapore).
Kuwait
If in doubt, you are recommended to consult a party licensed by the Capital Markets Authority (“CMA”) pursuant to Law No. 7/2010
and the Executive Regulations to give you the appropriate advice. Neither this document nor any of the information contained herein
is intended to and shall not lead to the conclusion of any contract whatsoever within Kuwait.
UAE - Dubai International Financial Centre (DIFC)
Within the DIFC this material is directed solely at Professional Clients as defined by the DFSA’s COB Rulebook.
UAE (ex-DIFC)
By having requested this document and / or by not deleting this email and attachment, you warrant and represent that you qualify
under the exemptions contained in Article 2 of the Emirates Securities and Commodities Authority Board Resolution No 37 of 2012,
as amended by decision No 13 of 2012 (the “Mutual Fund Regulations”). By receiving this material you acknowledge and confirm that
you fall within one or more of the exemptions contained in Article 2 of the Mutual Fund Regulations.
United States of America
In the United States, this document is issued by First Sentier Investors International IM Limited, as SEC registered investment adviser.
Stewart Investors is the trading name of First Sentier Investors International IM Limited. This material is solely for the attention
of institutional, professional, qualified or sophisticated investors and distributors who qualify as qualified purchasers under the
Investment Company Act of 1940 (hereafter the “1940 Act”), as accredited investors under Rule 501 of SEC Regulation D under
the US Securities Act of 1933 (“1933 Act), and as qualified eligible persons as defined under CFTC Regulation 4.7. It is not to be
distributed to the general public, private customers or retail investors.
Other jurisdictions
In other jurisdictions where this document may lawfully be issued, this document is issued by First Sentier Investors International IM
Limited which is authorised and regulated in the UK by the Financial Conduct Authority (registration number 122512). Registered
office 23 St. Andrew Square, Edinburgh, EH2 1BB number SC079063.

For more information please contact:
client.engagement@stewartinvestors.com
Or visit our website at stewartinvestors.com and dedicated
sustainability microsite at sfg.stewartinvestors.com
Copyright © (2021) Stewart Investors. All rights reserved.

SFG-ClimateChangeStatement Q & A-0621

