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Our position on harmful and
controversial products 				
and services
Stewart Investors Sustainable Funds Group invests in 		
the shares of high quality companies that are well
positioned to benefit from and contribute to 		
sustainable development.
We believe that fully incorporating sustainability
considerations into our investment process is the best way
to protect and grow capital for clients. As an output of our
bottom-up investment process, we do not invest in
companies with material exposure to harmful products and
services, or who fail to discharge their environmental
stewardship and human rights responsibilities.
All members of Stewart Investor’s investment team sign our
Hippocratic Oath, which includes the commitment that we
will not pursue risk-adjusted returns to the extent that our
actions will knowingly harm others. In accordance with our
investment philosophy and strategy, the investment team is
responsible for avoiding the allocation of client capital to
harmful activities.

Thresholds
We do not use quantitative thresholds in the quality
assessment of companies in our investment process. 		
For example, we prefer companies to manage their
balance sheets conservatively but do not set specific 		
debt thresholds. Our analysts and portfolio managers
must be able to justify, and are accountable for, the
decisions they make.
However, for harmful products and controversial industries,
we appreciate that our clients reasonably expect clarity on
what exposures they may have to negative activities. The
table beginning on page two includes information on the
activities and practices we find inconsistent with our
investment philosophy. We have set a materiality threshold
for direct involvement in the relevant activities of 5% of
revenue. For tobacco production and controversial
weapons the threshold is 0% of revenue.

Transparency and exceptions
We will be transparent about our portfolio holdings. In rare
instances, we may make investments where exposure is
above the 5% threshold, but in those cases we will disclose
our reasoning for maintaining that holding.
As our focus is on companies well-positioned for
sustainable development, the reasons for such holdings
could include indirect involvement, for example, a company
which provides safety products to a wide range of
industries also providing those products to the fossil fuel or
defence industry. Exceptions may also relate to legacy
activities which are being wound down. In those cases we
will engage with the company and encourage them to exit
those activities.

Monitoring
We employ the services of an external environmental, social
and corporate governance (ESG) research provider who
reviews our portfolios and provides six-monthly reporting
on company involvement in harmful industries and
breaches of social norms, like those found in the UN Global
Compact. These reports are reviewed by the investment
team. We also receive regular updates from controversy
monitoring service RepRisk.
While for some of these activities revenue thresholds are
possible, in others like environmental stewardship, ethical
conduct and tax practices, judgement and knowledge of the
company are required. We believe that in many cases
engagement can be an effective lever for change. Where we
agree with issues raised by our external ESG research
providers, we will endeavour to engage with the company in
question. However if the issue is verified and engagement
shows no prospect of change, we will divest to ensure the
portfolio continues to meet the principles which sit at the
heart of our investment philosophy.

Issue

Our approach
(5% threshold unless otherwise stated)

Environmental issues
Environmental impacts and considerations are an integral part of our bottom-up research into companies.

Fossil fuels

We do not invest in companies materially involved in the exploration,
production or generation of fossil fuel energy.

Nuclear power

We do not invest in companies materially involved in nuclear energy.

Environmental stewardship

We expect all companies we invest in to take their environmental
stewardship responsibilities seriously in line with the Global Compact and
other global standards. We do not invest in companies that wilfully or
persistently neglect these responsibilities.

Social
Human rights and wellbeing considerations are an integral part of our bottom-up research into companies.

Alcohol (production)

We do not invest in companies materially involved in the production of
alcohol products.

Tobacco (production)

We do not invest in companies involved in the production of tobacco. 0%
of revenue threshold.

Gambling (retail involvement and services)

We do not invest in companies materially involved in gambling operations
or the provision of gambling opportunities.

Pornography (production and sales)

We do not invest in companies involved in the production or materially
involved in the distribution of pornography.

Animal welfare (agriculture)

Animal welfare considerations are an integral part of our bottom-up
research into companies. We invest in companies with sound track records
of animal welfare and avoid companies that export live animals, have
cruel production practices (e.g. factory farming) or engage in the trade of
controversial animal products such as ivory.

Animal testing (cosmetics, chemicals,
household products etc.)

We invest in some companies that undertake animal testing during the
production of some consumer, medical, chemical and home and personal
care products in circumstances where (1) animal testing is done in
accordance with ethical principles, policies, protocols and standards for the
responsible treatment and welfare of animals; (2) animal testing is required
by regulatory agencies to limit risks to human lives and health; (3) products
require ingredients for which no suitable alternative methods of testing
are available.

Sexual and reproductive health and rights

We respect well-established human rights including those related to sexual
and reproductive health. These rights integrate the full range of peoples’
needs and services including sexual well-being, personal autonomy and
bodily integrity. We appreciate abortion is controversial for some clients,
however, we respect the rights of women to make these difficult decisions
for themselves. We avoid companies that discriminate against or seek to
impinge on those rights, particularly for their workers.

Genetic research and stem cells

We appreciate the use of embryonic stem cells is controversial for some
clients. We may have investment exposure to pharmaceutical companies
that undertake research involving human embryonic and adult stems cells
for the development of medicines to prevent or alleviate serious medical
disorders. These companies must comply with the highest ethical, safety
and regulatory standards and collaborative agreements for such research,
and they must not be involved in research for the reproductive cloning of
human beings or animals.

Human rights

Human rights considerations are an integral part of our bottom-up
research into companies. We do not invest in companies with poor records
in relation to globally accepted human rights norms and standards. This
includes issues such as modern slavery, child labour, land grabs, indigenous
rights and community impacts.

Ethical employment practices including
discrimination

Ethical employment practices and considerations are an integral part of our
bottom-up research into companies. We invest in companies with ethical
and non-discriminatory employment practices. Human capital performance
is also critical and indicators such as employee compensation, gender
equity and diversity, employee turnover rates and safety records can be
particularly insightful when evaluating people-related risks.

Armaments (weapons, strategic and nonstrategic products)

We do not invest in companies that are materially involved in the
manufacture of armaments. This includes both controversial weapons such
as landmines and cluster munitions, and other armaments such as hand
guns. 0% of revenue threshold for weapons covered under the Ottawa
(anti-personnel mines) and Oslo Conventions (cluster munitions).1

Governance
The integrity and ethical conduct of companies is an integral part of our bottom-up research into companies.

Oppressive regimes (companies who have
dealings with oppressive regimes)

Integrity considerations and the risks companies face when dealing
with governments and other counterparties are an integral part of our
bottom-up research into companies. We avoid companies that might be
compromised in their dealing with such governments.

Bribery and corruption

We do not invest in companies where there appears to be cultural
or systemic weaknesses that can lead to bribery and corruption
being perpetrated.

Tax

We monitor the tax paid by the companies we invest in and engage with
companies where we have concerns around levels of tax paid. We will not
invest in companies where tax practices are persistently and systematically
designed to undermine the integrity of tax systems. We believe the
underpayment of tax (even where it may meet the letter if not the spirit of
the law) exposes companies to the risk of regulatory or consumer backlash.

Ethical conduct (customers, employees,
suppliers and competitors)

The ethical conduct of companies in dealing with its customers, suppliers
and competitors is an integral part of our bottom-up research into
companies. Companies that abuse these relationships are equally likely to
treat minority shareholders poorly, in addition to introducing significant
risks of regulatory and consumer responses or compromising the
sustainability of their supply chains.

The Ottawa Convention, also know as the Mine Ban Treaty is the Convention on the Prohibition of the Use, Stockpiling,
Production and Transfer of Anti-Personnel Mines and on Their Destruction. It was adopted in 1997 and it entered into
force on 1 March 1999.

1

The Oslo Convention is the Convention on Cluster Munitions. It was adopted in 2008 and came into force on 1 		
August 2010.

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.
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.
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
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