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Foreword
Across the globe individuals, organisations and governments are starting to move from talk to collective
action as we strive to achieve inclusive economic growth without depleting natural resources. It is now
widely recognised that the financial services sector has a fundamental role to play in delivering
universally supported targets such as the Paris Agreement and the UN’s Sustainable Development Goals
(SDGs). However, despite its potential, the current financial system can be a cause of, rather than a
solution to, some of the pressing challenges our planet and its people currently face. In trying to address
this predicament Scotland is reflecting on its heritage and seeking to emerge as a leading centre for a
new financial paradigm that looks beyond profit and shareholder value to deliver social, economic or
environmental impact as well as financial returns.
From Adam Smith, renowned as the father of modern economics, to the Reverend Henry Duncan, founder
of the world’s first commercial savings bank, Scotland has been a pioneer in financial innovation and the
development of professional standards for over 300 years. These strong purpose-led roots continue to
underpin today’s financial services sector in Scotland – a country with a growing reputation for ethical
finance. Although ethical finance is not a modern concept, it is an idea that has never been more popular
or needed. The failure of trickle-down economics to fairly distribute wealth and encourage inclusive
growth, the damaging impact on the planet of the unchecked pursuit of profit and the banking scandals
of mis-selling and rate fixing of the last decade has accelerated the recent growth in ethical finance.
The ethical finance agenda is being driven from the top in Scotland. Being one of only a handful of
countries in the world to have integrated the SDGs into its National Performance Framework, the Scottish
Government is focused on creating opportunities for all in Scotland to flourish through increased
wellbeing and sustainable and inclusive economic growth. In recognition that the environment and
economy are intrinsically linked Scotland is currently transitioning to a low carbon economy and, having
declared a ‘climate emergency’, the Scottish Government has committed to a world leading 2045 target for
net zero emissions.
Given the UK’s strength in financial services and commitment to climate action Glasgow was an obvious
host for COP26 – the United Nations Climate Change Conference. In 2021 eyes from across the globe will
be focused on Scotland as political leaders participate in the most important international climate
negotiation since the landmark Paris Agreement was ratified in 2015. A core theme for COP26 will be on
the role of finance in helping to limit global warming to 1.5 °C. COP26 is likely to take place at a time when
the world begins its long road to recovery from the unprecedented economic impact caused by the
coronavirus pandemic. In an increasingly globalised and interconnected world the pandemic has
highlighted the fragility of our planet and the vulnerability of its people.
Despite the temporary fall in carbon dioxide and nitrogen dioxide emissions, which greatly improved air
quality, resumption of business as usual will reassert the often-damaging human footprint on the earth. It
is therefore hoped that the coronavirus pandemic leads to a deeper understanding of the ties that bind us
on a global scale and an increased social awareness. With climate change also representing a health
security threat, efforts to resuscitate the world’s economy after the pandemic should promote health,
equity and environmental protection.
The research conducted for this report was carried out prior to the coronavirus pandemic with the
intention of mapping, quantifying and presenting the responsible investing sector in Scotland. Although
fund values will undoubtedly change as a result of the pandemic the report presents a snapshot in time of
the responsible investing landscape in Scotland. Our aspiration is to periodically re-run this analysis to
provide a longitudinal study.
Finally, we would like to thank all those who have supported us in compiling this report and special
thanks go to our key contributors University of St Andrews Centre for Responsible Banking & Finance
and Jon ‘JB’ Beckett.
Graham Burnside
Director, Ethical Finance Hub
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1. Aims of this Report
A priority for the EFH is to raise awareness and support the growth of the responsible investing
market in Scotland. Having engaged with a number of stakeholders as well as undertaken internal
desk-based research it was apparent that, whilst data on the sector exists for the UK as a whole,
there was little or nothing specific to Scotland available. Following further consultation with
stakeholders the EFH committed to preparing a research report that would help to define and
measure the responsible investing market in Scotland.
This industry level report therefore undertakes to:
1.
2.
3.
4.

Develop a methodology to define responsible asset owners and asset managers
Showcase Scotland’s responsible finance heritage, its development and current challenges
Capture and measure responsible investing activities in or focused around Scotland
Inform stakeholders on the various approaches to responsible investing, providing clarity
and transparency.

The report is primarily intended for the business and financial community in Scotland as well as
the Scottish Government. Non-Scottish based financial institutions considering Scotland as a
location and third sector organisations may also be interested in the report.
At the outset, for transparency, it is worth highlighting the specific areas that fall in or out of the
scope of the report. They are set out in Table 1 below:
Table 1 – Scope of Project
In scope
•
•
•
•
•
•
•
•
•
•
•

Identification of responsible asset managers and asset owners in Scotland
History and heritage of ethical finance
Profile of financial services in Scotland today
Asset management value chain in Scotland
Taxonomy standards and developments
Mapping the responsible investing landscape in Scotland, by estimating the responsible
investment AUM domiciled in the UK and Ireland
Open-end Mutual funds, insurance funds, Exchange Traded Funds, closed-end Investment
Trusts
Fund sizes and launch dates
Pension schemes, insurance companies
Competitiveness with rest of UK and Ireland
SWOT analysis

Out of scope
•
•
•
•
•
•
•
•

Performance of responsible investing relative to mainstream investing
Assets controlled by Scottish family offices, endowments, charities and foundations
Responsible investments made by Scottish asset managers domiciled outside the UK or
Ireland
Responsible investment made by Scottish non-financial companies
UK ESG/green bond market
National Government and Supranational activities
Global reach of investors in Scottish Ethical funds
Non-financial services ethical companies registered in Scotland
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2. Key Findings
This report provides a qualitative and quantitative analysis of responsible investing in Scotland,
assessing the approaches and terminology used by Scottish asset managers involved in responsi ble
investing, as well as assessing both the size and composition of the Scottish responsible investing
market in relation to the remainder of the UK (rUK) and Ireland. The headline findings from the
report are divided according to the qualitative and quantitative approaches and termed ‘Taxonomy’
and ‘Market Size’, respectively. They include:
Taxonomy
1

19 asset managers and 8 asset owners (see page 45) operate in the field of responsible investing
(‘responsible asset managers’ and ‘responsible asset owners’) in Scotland.

2

18 of these responsible asset managers and all 8 of the responsible asset owners are signatories
to the Principles for Responsible Investment (PRI).

3

95% of the 19 responsible asset managers in Scotland make reference to “ESG” (environmental,
social and governance factors) directly on their website or within documents available to
download although less than half (47%) provide a definition of ESG.

4

Over a quarter (26%) of responsible asset managers in Scotland lead with “Responsible
Investment” (or similar) as a headline term on their website while 21% lead with “ESG”. Other
lead terms employed in Scotland include: Governance & Sustainability, Stewardship, Sustainable
Investment (or similar), Circular Economy, ESG & Sustainability and Stewardship / ESG.

5

79% of the 19 responsible asset managers have a dedicated policy, outlining their approach to
non-financial factors, available on their website.
Market Size

1

TrustNet (Financial Express) (FE) data shows a total of £10.7 billion of responsible assets under
management (AUM) domiciled in the UK or Ireland, with £9.5 billion domiciled in the UK

2

These funds were managed by 6 Scottish fund managers, meaning 13 responsible asset
managers did not manage a qualifying ethical fund.

3

Scotland’s £9.5 billion UK-domiciled responsible AUM represents 11% of the UK responsible
investing market, compared to Scotland’s 7% share of the conventional market 1

4

Rapid sector growth in Scotland of ~27.3% per year since 2004, mostly in climate, impact and
ESG funds.

5

35 Scottish responsible investing funds are identified from 102 separate listings in the data
source (due to the separation of multiple share classes in the same fund into different listings).
Scottish listings represented approximately 18% of the UK total.

6

99% of responsible AUM in Scotland is concentrated among 4 asset managers (Aegon Asset
Management 2, Aberdeen Standard Investments 3, Stewart Investors and Baillie Gifford).

7

All responsible AUM in Scotland are managed under active strategies.

8

Scotland shows particular strength in equity-focused funds, with 73% of AUM in them, and the
remainder split between mixed asset class and fixed interest.

Asset Management Survey 2018-2019, The Investment Association
Includes funds shown as managed by Kames Capital, Scottish Equitable or Aegon Asset Management
3
Includes funds shown as managed by Aberdeen Asset Management, Standard Life or Aberdeen Standard
Investments
1

2
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3. Methodology and Data Challenges
This report is the first comprehensive analysis of responsible investing in Scotland and the
research was conducted in partnership with the Centre for Responsible Banking and Finance at the
University of St Andrews and veteran fund selector and strategist Jon ‘ JB

’Beckett.

This section discusses: the primary aims of the report, the methodology used to meet them, the
challenges uncovered in producing the report and the implications this has for responsible
investing more generally. In order to minimise the possibility of inadvertent ‘greenwashing4’ or
similar failings, we have attempted to apply both rigour and expert practitioner reflection to the
analysis throughout the report, applying selection criteria consistently and editing where
appropriate. This ensures that the research is transparent, internally consistent and avoids the
possibility of ‘greenwashing’ due to the inclusion of funds or managers that a reasonable person
would not consider responsible investing. In the production of this section of the report, a number
of problems with data quality where identified, which required extensive verification across
multiple sources.
The methodology used reflects the three main aims of the report:
1.

To identify the responsible asset owners and managers operating primarily in Scotland;

2.

To provide a qualitative analysis of the ethical or responsible investing strategies of the
responsible asset managers in the context of wider debates around the terminology and
taxonomies used in the investment industry; and

3.

To identify the funds managed in Scotland according to responsible strategies, quantifying
the total AUM and analysing the funds according to various criteria, including launch year,
strategy and asset class. For context, the report also provides a horizontal benchmarking
analysis comparing the responsible investing landscape in Scotland to that of rUK and
Ireland.

Aim 1: identifying the responsible asset owners and managers in
Scotland
For the purposes of this report, responsible asset managers and asset owners were identified by:
1.

Searching the PRI directory for Scottish-based asset managers and owners.

2.

Including any asset managers based in Scotland and not registered with the PRI who
manage qualifying responsible funds under the criteria outlined under ‘Aim 3’ below.

As shown in Table 8 (p45) 338 asset managers and 55 asset owners were identified in the UK. Of
these, 18 asset managers and 8 asset owners are based in Scotland. One further asset manager,
Stewart Investors, is not a PRI signatory 5 but manages a significant quantity of AUM in responsible
funds, so has been included in the research. Throughout, managers who are part of the same parent
company have been grouped together in order to properly represent the concentration of the
Scottish asset management industry. We consider any funds shown as managed by Aberdeen
Asset Management, Standard Life, or Aberdeen Standard Investments to be part of Aberdeen
Standard Investments and any funds shown as managed by Kames Capital, Scottish Equitable or
Aegon Asset Management to be part of Aegon Asset Management.
The directory of the UK Sustainable Investment and Finance Association (UKSIF) was also
4

‘Greenwashing’ is a term used to denote the mislabelling of financial products which do not perform as well on
environmental criteria as their naming or marketing might suggest
5
Stewart Investors recently rebranded from its parent company First State Investments, which is registered
with the PRI
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searched for Scottish asset managers, but only 3 asset managers (Aberdeen Standard Investments,
Baillie Gifford and Kames Capital) were registered, all of whom are also registered with the PRI. We

term the qualifying managers ‘Scottish responsible asset managers’ and ‘Scottish responsible
asset owners’6. Some other asset managers registered with the PRI or UKSIF, such as Royal London
and BlackRock, have offices in Scotland but, as they are headquartered and primarily based
elsewhere, they are not included in these total figures.

Aim 2: providing a qualitative analysis of the responsible investing
strategies of these asset managers
An initial audit was conducted to identify and define the most commonly used terms within the
broader responsible investing market. This included the identification of a best practice approach
recently launched by the Investment Association.
Having identified the qualifying responsible asset managers in Scotland, a combination of deskbased research and face to face / telephone interviews was conducted to assess the specific
approach taken. The websites of the 19 Scottish responsible asset managers were reviewed in detail
to identify:
-

The positioning and placement of the key terms employed
Relevant policy documents, reports and articles
Approaches to stewardship, engagement and voting
Approaches to ethical investing, impact investing, sustainable investing, thematic investing
and the SDGs
Internal research capabilities and the use of data.

The desk-based research was augmented by in-depth interviews with Aberdeen Standard
Investments, Baillie Gifford, Cameron Hume, Dundas Global Partners and Kames Capital.

Aim 3: identifying the funds managed in Scotland according to
responsible strategies to quantify the AUM
The third main aim of the report is to identify the funds managed in Scotland according to
responsible strategies and provide a detailed analysis by asset class, age of the fund and investment
strategy. A longitudinal analysis of responsible investing over the period 2004-2019 and a
comparison with trends in rUK and Ireland was also included. These territories were considered
appropriate for horizontal benchmarking as Scotland and rUK share a common legal framework
for asset management, while Ireland is the only English-speaking country in the EU of a similar
size to Scotland and, through reciprocal relationships between regulators, operates under largely
the same legal framework.
It is important to note that assets managed under explicitly responsible strategies represented a
minority of the total AUM of the Scottish responsible asset managers analysed. For example, less
than 10% of Aberdeen Standard Investments’ AUM is held in funds with explicitly ethical or
responsible investing strategies. A simple aggregation of the total AUM managed by fund managers
identified as responsible would therefore grossly inflate the amount actually managed under
responsible investing strategies and would thus constitute ‘greenwashing’.
To avoid this problem, our analysis of responsible investing in Scotland was performed at
individual fund level. This enabled the total AUM managed according to responsible investing
strategies to be calculated. The number of responsible investing funds is reported for completeness,
but does not necessarily present a reliable guide to the scale of responsible investing for a number
of reasons:

This terminology is adopted simply for readability, and is not meant to imply that asset owners and managers
which do not meet these criteria are automatically unethical or irresponsible.
6
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1.

There is considerable heterogeneity in fund size, with some orders of magnitude larger than
others;

2.

Some funds are run as ‘sub-funds’ of larger ‘umbrella funds’, in that they are part of the same
legal entity but managed according to different investment strategies; and

3.

There is a further category of funds which are managed according to a single investment
strategy but, for legal reasons, are maintained as a number of separate legal entities. For
example, a single responsible investing fund may have separate entities for life insurance
and pension investments, or maintain separate funds for each large institutional investor.

To identify responsible investing funds, Bloomberg was initially chosen as a data source being
accessible and generally considered an authority on fund information. Values from Bloomberg are
drawn from a variety of sources including, but not limited to: fund companies, transfer agents,
official documents, third parties, and other pricing sources. Data on AUM was reported in a number
of currencies but has been converted to GBP throughout the report. The Bloomberg screen was
employed to identify funds satisfying the following three criteria:
1.

The fund was classified as being ESG, socially responsible, religiously responsible,
environmentally friendly, climate change, clean energy or clean technology focused;

2.

The fund is a Closed-End Investment Fund, Exchange Traded Product or Open-End Fund7;
and

3.

The fund manager location is listed aS Scotland.

For the horizontal benchmarking analysis, criterion 3 was amended to include funds from rUK and
Ireland.
Applying these criteria produced an initial data set. However, further detailed analysis of this data
identified a number of problems:
1.

Missing funds: funds known to the authors to be managed in Scotland under responsible
investment strategies were missing.

2.

False positives: funds which had no obvious connection to responsible investing were

3.

Missing data: numerous funds were missing data entries, particularly around AUM.

4.

Inactive funds: funds known to the authors to be inactive were included in the data as being

included in the data.

active.
5.

Duplicate funds: apparent multiple funds with very slight variations on the same name, and

identical characteristics in every other respect, including AUM and exact launch date, were
included in the data.
6.

Unreliable fund launch data: a substantial number of funds were reported as being launched

7.

Unreliable fund manager data: data on the management of funds was unreliable,

on the 11th November 2000, 15th November 2000 or had missing launch data. Missing launch
data appeared to be biased towards older funds, making meaningful analysis of the fund
launch dates impossible.

contradicting facts known to the authors regarding the actual management of funds. In
particular, the data appeared not account for the substantial changes which have occurred
in Scottish asset management in recent years, including the merger of Aberdeen Asset
Management and Standard Life, and the earlier purchase of Ignis Asset Management by
Standard Life.
7

See page 52 for details
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9

Unreliable location data: related to the unreliability of fund manager data, numerous
inaccuracies appeared in data regarding fund location, with multiple funds that had no
connection to Scotland appearing as registered in Scotland.

These problems result from 3 primary issues: taxonomy, greenwashing and global footprint of asset
managers.
The taxonomy issue, described in detail in section 6, highlights the pitfalls of not having a
standardised and consistent approach to language used within the sector. This subjectivity can
impact which funds appear and do not appear within certain selection criteria. For example, ESG
strategies can range from the deliberate targeting of positive impact to prudent consideration of
non-financial factors on financial performance.
A fund using data on corporate governance to inform its risk profile for a given investment can
legitimately claim to be ‘ESG-aware’, but this would not correspond with common understanding
of responsible or responsible investing. In addition to genuine misunderstandings over
terminology, it is also possible that some fund managers are keen to exploit recent interest in
responsible investing and attract investment into their funds via ‘greenwashing’.
In a globalised, digital world, the notion of a fund having a single “home” can also be challenging. A
situation where a Scottish-headquartered subsidiary of an American asset management company
had a fund domiciled in Ireland and run by managers based in London would be far from
exceptional in the modern fund management world. In addition, smaller asset managers may
choose to outsource legal and administrative functions, further complicating the geographical
picture. For the purposes of this report, a fund’s “home” has been taken to be the location where the
investment decisions regarding the fund are taken.
A number of steps were taken to combat these problems:
1.

Missing funds: fund descriptions on Bloomberg were searched for additional words and

phrases which indicated responsible investing strategies (responsible, sustainable, ethical,
impactful, environmental, socially responsible, religious, positive, stewardship, governance,
ESG, SDG, SRI, improvement, quality, green, water, society, equality, gender, women, people,
animals, Shariah, Islamic, safety and diversity as well as any of their derivatives such as
impact, responsibly, societal, etc.).
2.

False positives: funds whose name or fund description on Bloomberg, FE or Morningstar did
not contain the above words and phrases used to add missing funds were removed from the
data.

3.

Missing data: where possible, missing data were supplied using alternative sources such as
Morningstar and FE. Funds for which AUM data could not be found in alternative sources
were excluded from further analysis.

4.

Inactive funds: inactive funds were removed from current totals, but remained in the
historical totals used for longitudinal analysis.

5.

Duplicate funds: where funds shared substantively identical fund names and identical
amounts of AUM, only one fund was retained in the data.

6.

Unreliable fund launch data: where possible, launch dates were cross-referenced with
additional sources, such as Morningstar and FE.

7.

Unreliable fund manager data: where possible, data on fund managers was cross-referenced
with additional sources, such as Morningstar and FE.

8.

Unreliable location data: data of fund manager location was manually checked in cases
where the authors suspected inconsistencies.
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Applying the updated search criteria and processing the data resulted in a total of 559 funds across
the UK and Ireland, of which 424 were still active at the end of 2019. The remaining 135 funds are
either inactive, dissolved, liquidated, acquired, halted, or pending. Of the 424 qualifying funds, 59 are
located in Scotland, 62 in Ireland and 303 in rUK.
After consultation with external stakeholders and report co-author Jon ‘JB’ Beckett, it was decided
that, despite the attempts to improve the consistency of the data from Bloomberg, it was not reliable
enough to provide the sole basis for this report. Nonetheless, data from Bloomberg is still included
in the report for completeness, and to provide a valuable source for cross-referencing.
In place of the initial dataset, data was used from FE for investment funds, both FE and the
Association of Investment Companies for investment trusts, and FE, ETFdb.com and the London
Stock Exchange for exchange-traded funds. It was felt that because this data is drawn directly from
reporting by fund managers, it would be more reliable.
Data from FE was searched for funds that meet the following criteria:
1.

The fund is domiciled in the UK or Ireland

2.

The fund had one of the following thematic flags
a. Charity:CHAR, Corporate:CORP, Ethical/Sustainable:ETHL
b. Charity:CHAR, Ethical/Sustainable:ETHL
c. Charity:CHAR, Ethical/Sustainable:ETHL, Government:GOVT
d. Corporate:CORP, Ethical/Sustainable:ETHL
e. Energy:ENGY, Ethical/Sustainable:ETHL
f. Ethical/Sustainable:ETHL
g. Ethical/Sustainable:ETHL, *None:NONE
h. Ethical/Sustainable:ETHL, High Income:HINC
i. Ethical/Sustainable:ETHL, Infrastructure:INFR
j.
Islamic/Sharia:ISLM

The manager location was manually checked and funds suspected by the authors of being
duplicates, or not being managed according to a responsible investing strategy, were manually
checked according to the same process used to check the Bloomberg data, with far fewer data
consistency issues arising. After applying these screens, FE data showed 560 responsible funds in
the UK, of which 102 were based in Scotland 8. Restricting this to unique funds by excluding multiple
share classes of the same fund produced a total of 35 Scottish funds.
These 35 funds are managed by 6 fund managers, with a further fund manager managing one of the
funds from the Bloomberg dataset. Correlated to the 19 identified managers, this leaves 12 managers
registered with the PRI who do not manage any funds identified as responsible by using the
aforementioned search methodology. There could be a number of reasons for this apparent
inconsistency, for example:
1.
2.
3.

The fund is not listed on our data sources;
The fund is listed but is not ‘tagged’ as responsible; or
The manager does not manage any explicitly responsible funds but embeds certain
responsible investing principles into the management of ‘conventional’ funds.

Further research is required to determine which, if any, of these explanations apply and the reasons
behind them. In particular, the questions of why more reliable data on responsible investing is not
available, and to what extent PRI signatories who do not manage funds explicitly tagged as
responsible are practicing responsible investing.
The above problems highlight the difficulties in identifying and interpreting the nature and size of
the responsible investing market based on publicly available data, which poses a challenge for
Of the Scottish-based funds, 85 were managed by Aegon Asset Management and its subsidiaries Kames Capital
and Scottish Equitable, with over 40 of these funds being run according to a single investment strategy, the
Kames Ethical Corporate Bond.
8
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investment researchers and policymakers alike. Despite the steps taken to capture as much as
possible of the market, it is possible that significant AUM has not been accounted for if it is run
under mandates not publicly listed or domiciled outside of the UK and Ireland.
Nonetheless, the data used provides an invaluable, if imperfect, picture of responsible investing,
with sufficient information to provide the basis for this report and the possibility of additional
verification against alternative sources, such as fund manager websites and other data providers.
For future research, it might be possible to generate a more complete account of the responsible
investing landscape through surveys and interviews if asset managers are willing to disclose their
levels of responsible AUM.
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4. Historical Background and the Scottish
Dimension
The roots of what we in the West now call responsible investing can be traced back to the mid -18th
century and the values and teachings of various religious groups, notably the Methodists and the
‘Society of Friends’ (commonly known as the Quakers), an early milestone being Methodist founder
John Wesley’s 1744 sermon ‘The Use of Money’9. The Quakers were prominent in the early history
of UK banks, such as Barclays and Lloyds, and used their position in these organisations to
discourage investment in activities they regarded as ‘sinful’, such as slavery, alcohol and
gambling10. Until the early 1900s, the Methodist church prohibited investing in the stock market as
a form of gambling and when it eventually dropped this opposition it did so with the proviso that
companies involved in alcohol or gambling should be excluded 11; today this would be termed
‘negative screening’. This approach was soon followed by the Quakers who added armaments
manufacture to the list of prohibitions.
The broader context for these values can be found in the contemporary writings of moral
philosophers. Scots born Adam Smith (1723-1790) is best known today as the author of ‘The Wealth
Of Nations’ (1776) but his earlier ‘Theory Of Moral Sentiments’ (1759) can be seen as providing the
intellectual underpinning for responsible finance. It identified basic rules of morality, prudence and
justice needed for society to thrive and actions that enable it to flourish.
The social and scientific developments of the mid-20th century provided the foundation for modern
responsible investing 12. Post-World War II efforts to define inalienable rights and global goals,
notably the Universal Declaration of Human Rights of 1948, became a standard by which ethical
behaviour - including that of the financial world - could be judged, while the work of the UN
highlighted the importance of international development and poverty alleviation. In the 1960s
negative public reaction to the Vietnam War provided a specific stimulus to the growth of the sector
in the USA, culminating with the launch in 1971 of the Pax Fund, the world’s first ‘socially
responsible’ investment fund, and the worldwide campaign against the apartheid regime in South
Africa added further impetus. By the early 1980s the first UK responsible funds were being
established, interestingly once again led by representatives of the Methodists and Quakers.
The early 21st century saw the responsible investing industry begin to enter the mainstream. Since
2001, the UK has required pension schemes to produce a Statement of Investment Principles,
including the role of ESG factors in their investment decisions. 2006 saw the launch of the PRI, a
voluntary initiative for investors instrumental in promoting and standardising the term ESG and
which now has around 2,500 signatories13. In 2009 the Carbon Tracker was launched, which
brought the language of investment to the world of sustainability and in the years following
environmental science and climate concerns have increasingly come to occupy centre stage in the
responsible investing movement, with socially responsible investment being seen as a means of
promoting environmentally sustainable development.
2015 proved to be a major year for responsible investing, with the signing of the SDGs and the
launch of the Paris Climate Agreement, both of which placed emphasis on the role investment must
play in addressing the climate crisis. Also in 2015, the Banking Standards Board was set up in the
UK to promote good banking practice and ESG became a specific field of study for market research
and investment companies. Finally, in late 2019 the Principles for Responsible Banking (PRB) were
launched by 130 banks from 49 countries during the annual United Nations General Assembly. 14
The PRB require signatory banks to assess their social, economic and environmental impacts and
to contribute to the Paris Climate Agreement and the SDGs.

http://wesley.nnu.edu/john-wesley/the-sermons-of-john-wesley-1872-edition/sermon-50-the-use-of-money/
http://www.quakersintheworld.org/quakers-in-action/327
11
https://www.castlefield.com/about-castlefield/thoughtful-investing/history-of-ethical-investing/
12
Baillie Gifford: From Universal Rights to Global Goals
13
https://www.unpri.org/
14
https://www.unepfi.org/banking/bankingprinciples/
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Narrowing the focus to Scotland, there can be little doubt that over the past 300 years it has
contributed disproportionately to the development of financial services in general, and much of the
early history had a clear ‘responsible’ agenda. The role of Adam Smith has already been noted and
once again the church played a significant part - in 1810 Church of Scotland minister the Rev. Henry
Duncan established the world’s first savings bank, in order to provide ordinary people with access
to finance.
Over the first part of the 19th century many of the earliest life assurance companies were created in
Scotland, led by the Scottish Widows Fund and Life Assurance Society, established in Edinburgh in
1815 to serve widows from the Napoleonic wars. The development of actuarial science paralleled
the growth of the life assurance industry and the Scottish Faculty of Actuaries became in 1868 the
first actuarial body to receive a royal charter. Similarly, much of the modern asset management
industry finds its roots in the many investment trusts established in Scotland over the latter half of
the 19th century, such as what is now the Dunedin Income Growth Investment Trust, established in
Dundee in 1873 by Robert Fleming, and the Scottish Investment Trust, launched in 1887 by John
Dick Peddie, a prominent Edinburgh MP, to name but two.
Figure 1, below, shows a timeline of responsible investment.
Today, as responsible investing has moved from a niche area of specialist interest to a major strand
of the entire investment sector, several of the leading Scottish-based asset managers continue to
play prominent roles in that ongoing evolution. The following section of this report presents a
detailed analysis of the current picture.
Figure 1 – Timeline: Responsible Investing Milestones
1744: Methodist
founder John Wesley
delivers “The Use of
Money”

1980: Triodos Bank
established

1981: US Social
Investment Forum
established

2015: Launch of the UN
Sustainable
Development Goals
(SDGs)

2015: Signing of the
Paris Agreement
(COP21)

1759: Adam Smith’s
‘Theory of Moral
Sentiments’ published

1971: Launch of the Pax
Fund, in response to
the Vietnam War

1984: Friend’s
Provident’s
Stewardship Fund
launched in UK

2009: Launch of the
Carbon Tracker

2015: Launch of the
UK’s Banking
Standards Board

1800s: Quakers shun
involvement in
industries such as
slavery, alcohol and
gambling

1950: Trade union
pension funds practice
impact investment
and shareholder
activism

1980: Campaigns
against Apartheid and
tobacco promote
divestment

2008: World Bank
issues first Green Bond

2016: Ethical Finance
Hub incorporated in
Scotland

1810: Rev. Henry
Duncan establishes
world’s first
commercial savings
bank to serve ordinary
workers

1948: Universal
Declaration of Human
Rights

1992: Co-operative
Bank ethical policy
launched

2006: Launch of the
UN Principles for
Responsible
Investment (PRI)

2018: Launch of
Positive Impact funds
by Aberdeen Standard
Investments and
Baillie Gifford

1815: Creation of
Scottish Widows Life
Assurance Society for
widows of Napoleonic
wars

1900: Methodists, and
later Quakers, practice
screening policies in
investments

1998: UK publishes
first Corporate
Governance Code

2001: UK’s Statement
of Investor Principles
required

2018: Launch of the
‘Edinburgh Finance
Declaration’ by the
Church of Scotland
and the Islamic
Finance Council UK

1832: Quakers
establish Friends
Provident

1873: First Scottish
Investment Trust
listed

1999: Launch of Dow
Jones Sustainability
Indices

2000: Launch of the
UN Millennium
Development Goals

2019: Launch of the UN
Principles for
Responsible Banking
(PRB)
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5. Mapping the Scottish Financial Services
Landscape
Scotland’s financial services sector is a thriving, diverse ecosystem comprising banks, insurance
companies, platforms, asset managers, asset owners, wealth managers and financial advisers. It
employs around 100,000 people directly and a similar number again in support services. 15 The sector
is substantial when compared to the size of Scotland’s total population and productivity.
Banking is the largest provider of employment in the Scottish financial services sector accounting
for 44,000 jobs (11% of UK total). Within the financial services sector, banking is also the largest
contributor to the Scottish economy, contributing over £4 billion, accounting for nearly half of the
total financial services earnings. General insurance, life assurance and pension services employ
23,000 in Scotland (7% of UK total), with 7,500 in asset management and servicing (20% of UK total)
and 3,000 across six asset servicing businesses. A further 75,000 people are employed in the wider
financial and professional services industry. Scotland has therefore become one of Europe’s leading
financial centres and this section of the report maps the Scottish industry and the ‘value chain’ of
the main participants within it. 16
In a post-industrial, post-manufacturing age, financial services has become one of the country’s
most important economic areas, generating around £8 billion for the home economy per annum.
Adding in associated professional services that figure rises to over £14 billion (~13% of Scottish
Gross Domestic Product). 17
In recent years Scotland has emerged as a global destination of choice for financial technology
(‘Fintech’) start-ups. Fintech Scotland was launched in January 2018 and reports that over 120 startups are now operating in Scotland (See Figure 2). Such innovation can positively diversify the
shape and concentration of Financial Services and asset management.18
Figure 2 – Scotland’s Growing Fintech Community (source: FinTech Scotland)

http://www.sfe.org.uk/about/financial-services-in-scotland/facts/
http://www.sfe.org.uk/media/7065/scotlands-financial-services-expertise-2018.pdf
17
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/200491/s
cotland_analysis_financial_services_and_banking_200513.pdf
18
https://www.fintechscotland.com/
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Asset Management Market
With £8 trillion 19 AUM (as at end of 2019) the UK is currently the second largest global centre for
asset management after the United States. Within the UK, Scotland is the second largest financial
services centre after London, and includes the headquarters of Aberdeen Standard Investments the largest active manager in the UK with a total AUM of £525 billion as of June 201920. Scotland is
also a growing centre for fund administration (also referred to as ‘asset servicing’), with strong
corporate links with firms based in London and overseas.
To put the Scottish asset management industry into a global context, consultant firm PwC
estimates that the industry will be worth $145 trillion globally by 2025 21. The world’s largest asset
manager (Blackrock) manages over $7 trillion dollars 22, in other words approximately equivalent to
the entire UK market. The global market capitalisation of the world’s stock exchanges is
approaching $90 trillion 23. According to statista.com, the largest stock exchange market is United
States, followed by Japan, the UK being the third largest representing 5% of total capitalisat ion.
The total value of the global bond market outstanding is approximately $100 trillion, according to
the Bank of International Settlements (BIS) and global Foreign Exchange (‘FOREX’) markets average
daily turnover are estimated by the BIS to be $5 trillion, 43% of which is traded through London.
Exchange Traded Funds (ETFs) are investment funds that are tradable on an exchange in the same
way as equities. The global ETF market is currently valued at over $4 trillion, most being listed in
the US. The UK ETF market is quoted on the London Stock Exchange (LSE), which is the leading
exchange for trading ETFs in Europe with around 40% market share of European trading turnover
and over 1,100 ETFs and 480 exchange-traded contracts/notes listed on its main market.

Asset Management Value Chain
Over the years the Scottish asset management industry has become increasingly complex and
interconnected. It offers investors multiple routes to market and access to assets like equities,
bonds, property and cash. This can be illustrated with the following simplified depiction of the
asset management value chain, in Figure 3. This represents the main participants, with funds
flowing from investors to asset markets via a chain of intermediaries. There are a range of different
routes through the chain possible, as different intermediaries at different levels of the value chain
interact with each other.
Figure 3 – Asset Management Value Chain

INVESTORS

INTERMEDIARIES
• Wealth managers
• Tied agents
• Financial advisers
• Banks & building
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• Life Company
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ASSET
MARKETS
• Equities
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• Property
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https://www.barclaysimpson.com/blogs/uk-asset-management-growth-set-to-outpace-the-us-and-eu94312123537
20
https://www.aberdeenstandard.com/en/who-we-are
21
https://www.pwc.com/gx/en/asset-management/asset-management-insights/assets/awm-revolution-fullreport-final.pdf
22
https://www.blackrock.com/sg/en/about-us
23
https://www.cnbc.com/2019/12/24/global-stock-markets-gained-17-trillion-in-value-in-2019.html
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The investment market in Scotland, and the UK as a whole, is what is commonly referred to as an
intermediated market. This means that the majority of investment activity is undertaken through
financial advisers; albeit investors can also engage direct-to-consumer services. Intermediaries
then contract other services on behalf of their clients. Consequently, an investor can invest in an
asset (like bonds or equities) through a variety of different routes.
We can further breakdown and explain the value chain into the following five groups:

1. Intermediaries
This group offer investors a range of advisory (non-discretionary) or investment management
(discretionary) services. They include independent financial advisers (IFAs), tied agents whom only
sell the products of a single firm or group of companies, discretionary wealth and fund managers
(DFMs), online ROBO advisory firms, through to services offered by Banks and Building Societies.
The range and size of these firms vary greatly from large wealth managers such as UBS, Barclays
Wealth and St James Place Wealth Management; to boutique wealth managers such as Charles
Stanley, Close Brothers, Cornelian (acquired by Brooks Macdonald), Turcan Connell (acquired by
7iM), Tilney, and Speirs & Jeffries (acquired by Rathbones). The majority today are headquartered
outside Scotland. Financial advice services span the entire country but the larger firms are mostly
concentrated in Edinburgh and Glasgow, along with smaller home-grown IFAs like Ethical Futures
and Alan Steel Asset Management. As noted, in recent years we have seen a high degree of
consolidation among wealth and advisory firms, most being sold to larger non-Scottish firms.

2. Distributors

Distributors act as a platform for investors and intermediaries to access the investment funds
offered by asset managers. Distributors are a mix of traditional Life Assurance, insurance, pension
providers, investment platforms and supermarkets. These distributors effectively host investment
funds, which intermediaries can advise on and use. The products offered are typically a mix of tax
efficient ‘wrappers’ and ‘workplace’ products such as Group Personal Pensions (GPPs), Master
Trusts, Self-Invested Personal Pensions (SIPPs) and Individual Savings Accounts (ISAs) as well as
providing technology solutions like tax calculators and asset allocation tools. Increasingly
distributors have offered direct-to-consumer (D2C) propositions, as the regulatory and advisory
landscape changes. We are seeing the emergence of digitalised advice services commonly referred
to as ‘ROBO’ including Nutmeg, Moneyfarm, Moneytime, Scalable Capital and Wealth Horizon. None
of these ROBO services are based in Scotland currently.
Key insurance distributors to the Scottish financial adviser community include Scottish Widows
(part of Lloyds Banking Group), Royal London, Standard Life (now part of Phoenix Group) and Dutch
firm Aegon Asset Management, which also owns key Scottish fund manager Kames Capital. In
addition a number of investment platforms (often referred to as ‘Wraps’) and supermarkets operate
in Scotland. For example Standard Life Aberdeen continues to offer its Wrap supermarket which
launched in 2006. It also acquired the Elevate platform from AXA and the centralised investment
proposition Parmenion. Standard Life Aberdeen has total platform assets under administration in
excess of £61 billion, marketed to and used by financial advisers across the UK. In addition,
Standard Life Aberdeen
offers its ‘1825’ direct-to-consumer brand and Aberdeen Standard
Investments offers the popular ‘MyFolio’ proposition for advisers. Scottish Widows offers the
‘Retirement Account’ supermarket, a ‘white label’ offering serviced by FundsNetwork, and the
recently acquired Master Trust platform.
At the other end of the platform market, Nucleus, based in Edinburgh with assets under
administration of more than £16 billion, provides an online portal for financial advisers and
customers to manage investments. It was founded in 2006 and was listed on the AIM exchange in
London in 2018.

3. Asset Managers
Asset managers invest the assets in portfolios in accordance with mandates or stated aims. Asset
management in Scotland encompasses a broad mix of large institutional companies and smaller
boutique firms that provide investment services to institutional and personal clients around the
world. The sector has grown considerably in recent years and, according to Scottish Financial
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Enterprise, total funds under management from Scotland have grown steadily and now stand at
over £800 billion.
Asset managers in Scotland include: Aberdeen Standard Investments, Aberforth Partners, Amati
Global Investors, Ardstone Capital, Baillie Gifford, Blue Planet Investment Management, Cadence
Investment Partners, Cameron Hume, Castlebay Investment Partners, Circularity Capital, Cornelian
Asset Managers, Dalmore Capital, Dundas Global Partners, Edinburgh Partners, Kames Capital,
Martin Currie, Panoramic Growth Equity, Pentech, Revera Asset Management, RM funds, Saracen
Fund Managers, Stewart Investors, SVM Asset Management, Walter Scott & Partners and ValuTrac. The following are now subsidiaries of larger asset managers based elsewhere: Kames Capital
(Aegon Asset Management), Martin Currie (Legg Mason/Franklin Templeton), Edinburgh Partners
(Franklin Templeton) and Walter Scott & Partners (BNY Mellon) 24. Firms originally founded in
Scotland, like Newton (also part of BNY), still retain a Scottish presence.
In addition, a number of asset managers headquartered elsewhere have branch offices in Scotland
including: Liontrust Asset Management, Investec, Janus Henderson Asset Management, Franklin
Templeton, BlackRock and Barclays. Lastly there are a number of smaller boutique firms, many of
which straddle fund management and financial advice such as; Alan Steel Asset Management,
Balmoral Asset Management, Charlotte Square Investment Managers, KPW Investments, Murray
Asset Management, Odysseus Capital Management, Par Equity, Rossie House Investment
Management, Rutherford Asset Management, Social Investment Scotland, TCAM and Trafford.
Together these asset managers manage a mixture of open-end, mandates and closed-end funds for
domestic and overseas investors, across a broad gamut of asset classes. The vast majority noted
above (if not all) are categorised as ‘active managers’ (that is, they do not track an index). Currently
there are no Exchange Traded Fund (ETF) or ‘passive’ (index tracking) providers based in Scotland.

4. Custody and Market Access
This part of the value chain comprises of the following:
•
•
•
•
•

Exchanges that list assets
Brokers who trade the assets on the exchanges
Clearing firms that then match the transaction of assets for monies invested (‘Delivery
Versus Payment’)
Custodians, depositories and administrators that safely secure and value those assets
Data, back office and registry services that record all of this activity

Currently Scotland does not have any investment exchanges upon which to trade assets.
Currencies are traded without a centralised location, rather the FOREX market is an electronic
network of banks, brokers, institutions, and individual traders (mostly trading through brokers or
banks). Scotland has no central clearing companies; for asset managers, the main firms that serv e
the UK are Euroclear, Clearstream, LCH Clearnet and Calastone. All are based in London or overseas.
Similarly all of the large global custodians like State Street, RBC, BNY and Blackrock (that control
>90% of the market) centralise their custody operations outside of Scotland. Scottish stock brokers
include Redmayne Bentley, Speirs and Jeffries (acquired by Rathbones in 2018) and StockTrade.
However the majority of brokerage is controlled by large investment banks like Morgan Stanley, JP
Morgan and Goldman Sachs outside of Scotland.
Meanwhile smaller providers like Valu-Trac, based in Inverness, and Multrees Investment
Services, based in Edinburgh, offer a range of fund management, administration, custody and back
office services. A number of asset managers (e.g. JP Morgan, Morgan Stanley, Blackrock) also base
their asset servicing and technology operations in Edinburgh and Glasgow. Computershare is a
global leader in financial services and data management, working with around 16,000 global clients
and their 125 million customers and having an established operation in Scotland providing
relationship management and registry services to around 150 listed companies in Scotland and
beyond.
Through the report, members of the same parent company are referred to together, in order to paint an
accurate picture of the concentration of the market, except in the case of Legg Mason/Franklin Templeton,
which were separate entities at the time of data collection.
24
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5. Asset Markets
The investor’s route to market ends with holding an asset (also referred to as a security). The
number and variety of securities available to investors has increased dramatically over the last few
decades and includes: equity stocks in public listed companies, closed end funds (investment
trusts), ETFs, listed debt including bonds and loans issued by companies, government bonds,
private equity and debt, property, money markets including currency instruments and deposits,
structured products and derivatives which are contracts based on other assets.
All publicly quoted financial instruments and assets are listed or traded outside of Scotland. This
includes all public equities, bonds and currencies. Most assets held will be listed in London, Dublin
or overseas. However there is an abundant Scottish direct property market. The main UK exchange
is the London Stock Exchange (LSE) which, as at February 2020, lists on its primary market 924 UK
company listings and 216 international firms, to a total capitalisation of £3.45 trillion. The UK bond
market is also primarily traded through London, including U.K. Government bonds (‘Gilts’) issued by
the Debt Management Office of the Bank of England, and a growing number of bond trading
platforms.25

Conclusion: An Integrated and Interconnected Market
Scotland and the rest of the UK operates as one large domestic market with no restrictions on
buying and selling financial products across national borders. The Scottish financial services
industry estimates that 90% of its customers are located within the rest of the UK 26, and the market
is highly integrated for most financial products with a single regulatory framework and
harmonised tax system. Within asset management a broad range of services are performed inside
Scotland for investors but a number of key parts operate outside - for example investment
exchanges, clearing agents and ETF providers.
Scotland’s key success has been in asset servicing not asset management. The growth of award
winning Baillie Gifford 27 has been a rare highlight for Scottish asset management. Whilst the
growing assets of Aberdeen Standard Investments has recently elevated its UK and global position,
we should recall that it arose from the merger of three existing Scottish asset managers (Aberdeen,
SLI and Scottish Widows Investment Partnership). Indeed, the two emerging trends in asset
management have been those of centralisation (of investment decision-making) and concentration
(of assets under management). These have seen the control of assets increasingly move outside of
Scotland. This does not detract from the overall growth of the industry, or its contribution to the
Scottish economy, but poses a question that has implications for responsible investing and asset
management more broadly in Scotland.
Lastly the rise of Edinburgh as a Fintech centre offers potential to diversify Scotland’s financial
services further, some of which will be focused in asset management. As shown above the value
chain for asset management is both complex and interconnected.

https://www.lseg.com/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/200491/
scotland_analysis_financial_services_and_banking_200513.pdf
27
https://www.bailliegifford.com/en/uk/intermediaries/news-and-events/awards/
25

26
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6. Disentangling the Responsible
Investing Taxonomy
Introduction
With no universally accepted terminology across the sector, in 2016 the EFH team proposed the
following definition of ethical finance:

“A system of financial management or investment that seeks qualitative outcomes beyond and
alongside purely monetary returns. The outcomes sought may derive from faith, social,
environmental and governance principles and values.”
This definition is deliberately broad and inclusive and is intended to capture the wide array of
terms employed across the financial services market. In the early days of the EFH, on occasion we
encountered some resistance to the term ‘ethical finance’ with stakeholders asking if their
organisation’s approach did not conform to our definition did that make them “unethical”? Clearly
the answer was “no” and we would explain the rationale behind our approach. From the outset we
recognised the challenge in trying to defining ‘ethical finance’ but the name and purpose of the
organisation required us to take a position.
The market has moved on considerably in the last four years. As competition between financial
institutions has intensified the growth in responsible investing has been accompanied by a
proliferation of terms and subjective definitions that have left many feeling unclear and confused
by the language employed.
Historically, as outlined in Section 4, responsible investing was inspired by religious values and
focused on restricting or prohibiting investment in industries that posed a perceived harm. In
recent years responsible investing has gained more traction from social and environmental
concerns than from religious ones. Today there is a proliferation of funds variously badged as
‘green’, ‘ethical’, ‘sustainable’, ‘ESG’ (environmental, social, governance), ‘SRI’ (socially responsible
investment) or ‘impact’. However, there remains a great deal of confusion over the terminology
used to indicate different activities, aims and analysis methods.
This chapter reflects on the taxonomy used within the investment sector and analyses in detail the
approaches taken by the 19 responsible asset managers in Scotland (as identified in section 3).

Responsible Investing Taxonomy
According to the Investment Association the lack of a common language and framework with
which to describe different approaches to responsible investment forms a key barrier to the
promotion and development of responsible investment in the UK. 28
The term ‘sustainable’, for example, is now widely used but with little agreement on exactly what a
‘sustainable’ financial product looks like. Does it mean the fund invests in companies with robust
business models? Or is the fund investing to solve key sustainability challenges such as the shift
away from fossil fuels? Currently there are many different definitions in the market; for example,
some energy investors categorise natural gas or nuclear assets as sustainable, while others do not.
Similarly does ‘ESG investing’ refer to the practices of companies, the incorporation of these criteria
into the financial valuation of companies, the pursuit of positive performance in these areas for
their own sake or the data on these practices produced for the purpose of making investment
decisions?

28

https://www.theia.org/sites/default/files/2019-11/20191118-iaresponsibleinvestmentframework.pdf
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In this section we identify some of the key terms prevailing in the market today and outline how
leading organisations have defined them. We also highlight the new framework launched by the
Investment Association to address the taxonomy challenge.
While the EFH uses ‘ethical finance’ as an umbrella term covering both asset management and
banking, for the purpose of this investment management focused report, and to reflect current
trends (including the work of the Investment Association mentioned above), ‘responsible investing’
has been adopted as the catch-all term to describe investment strategies that go beyond analysis of
traditional financial metrics to include wider ethical, social, environmental and governance
considerations. Although ‘responsible investing’ is sufficiently broad in its scope the proliferation of
terms employed for strategies incorporating non-financial issues lack universally accepted
definitions and are often used interchangeably.
The following taxonomy proposed by Ethical Screening 29 in Figure 4 presents a useful starting
point to review the most popular terms in use today.
Figure 4 – Responsible Investing Taxonomy by Ethical Screening

Although a number of definitions exist for each of the terms included in the diagram above we have
provided examples below of how some leading global organisations employ them.

Responsible Investing

The PRI defines responsible investment as “a strategy and practice to incorporate environmental,

social and governance (ESG) factors in investment decisions and active ownership.” 30

The Cambridge Institute for Sustainability Leadership in turn defines responsible investment as “an

approach to investment that explicitly acknowledges the relevance to the investor of
environmental, social and governance factors, and of the long-term health and stability of the
market as a whole. It recognises that the generation of long-term sustainable returns is dependent
on stable, well-functioning and well-governed social, environmental and economic systems.” 31
It is interesting to note that both of these definitions place ESG at the front and centre of responsible
investing. This is in line with current market trends as outlined in the ESG investing section below.

Ethical Investing

Investopedia defines ethical investing as “the practice of using one's ethical principles as the

primary filter for the selection of securities investing. Ethical investing depends on an investor's
views." 32 This forms the basis of ‘negative screening' which the Global Sustainable Investment
Alliance (GSIA) describe as the “exclusion from a fund or portfolio of certain sectors, companies or
practices based on specific ethical investment criteria (e.g. sustainability or human rights).” ‘Norms
https://www.ethicalscreening.co.uk/news/RI-Taxonomy.aspx
https://www.unpri.org/pri/an-introduction-to-responsible-investment/what-is-responsible-investment
31
https://www.cisl.cam.ac.uk/business-action/sustainable-finance/investment-leaders-group/what-isresponsible-investment
32
https://www.investopedia.com/terms/e/ethical-investing.asp
29

30
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based screening’ is a sub-set of this approach that, according to the GSIA, uses “the screening of

investments against minimum standards of business practice based on international norms.”

33

As ethical investing draws upon the moral principles that govern an asset manager’s decisions it
tends to focus on screening out companies or sectors that cause some level of harm.

ESG Investing
As the market has evolved over the last decade the consideration of environment, social and
governance factors in the decision-making process has led to ‘ESG investing’ emerging as the
frontrunner in approaches to responsible investing. The term ESG was first coined in 2005 in the
IFC’s landmark study entitled “Who Cares Wins — Connecting Financial Markets to a Changing
World.”
According to the EU34 environmental considerations refer to “climate change mitigation and
adaptation, as well as the environment more broadly and the related risks (e.g. natural disasters)” ,
social considerations may refer to “issues of inequality, inclusiveness, labour relations, investment
in human capital and communities” and the governance of public and private institutions, includes

"management structures, employee relations and executive remuneration.”

Within ESG investing research provider Ethical Screening distinguish the following three
approaches:
•

ESG Integration - The PRI defines ESG integration as “the explicit and systematic
inclusion of ESG issues in investment analysis and investment decisions.” 35 ESG
integration therefore requires the analysis of ESG factors in all investment analysis and
investment decisions.

•

Best in Class ESG Investment – This is an evolution of ESG integration which the GSIA
defines as “selecting investments in sectors, companies or areas for positive, nonfinancial performance relative to industry peers” (‘screening’) 36 or what PRI describes as
“seeking to combine attractive risk-return profiles with an intention to contribute to a
specific environmental or social outcome” (‘thematic investing’)37

•

Engagement and Proxy Voting – media platform Blue and Green Tomorrow describe
engagement and voting as “the means by which investors and shareholders express
opinions and suggestions to companies.” 38 The European Sustainable Investment Forum
defined the pairing as “ a long-term process, seeking to influence behaviour or increase
disclosure” with regards to ESG matters. 39

Implementing ESG factors into stock selection is a complex process with asset managers often
adopting different approaches. This subjectivity can lead to ESG portfolios that may not reflect what
any given ethically or environmentally minded individual might expect from such a fund.

Sustainable Investing

UKSIF suggest that sustainable investment and finance “incorporate environmental, social and

governance factors in financial services decision-making alongside more traditional financial
criteria. This may be for purely financial reasons or to achieve additional objectives alongside
financial aims. A range of investment strategies and products are currently available. These may
support responsible business practices, environmental stewardship, social well-being and/or
sustainable economic growth.” 40
For others sustainable investing is more explicitly aligned with the wider sustainable development
http://www.gsi-alliance.org/wp-content/uploads/2019/03/GSIR_Review2018.3.28.pdf
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance_en
35
https://www.unpri.org/pri/an-introduction-to-responsible-investment/what-is-responsible-investment
36
http://www.gsi-alliance.org/wp-content/uploads/2019/03/GSIR_Review2018.3.28.pdf
37
https://www.unpri.org/pri/an-introduction-to-responsible-investment/what-is-responsible-investment
38
https://blueandgreentomorrow.com/features/responsible-investment-terms-what-is-engagement-and-voting/
39
The European Sustainable Investment Forum’s (Eurosif) 2012 European Socially Responsible Investment Study
40
https://uksif.org/resources/faqs/
33
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movement that seeks to achieve economic development conducted without depletion of natural
resources. Investopedia therefore suggest that “sustainable investing directs investment capital to

companies that seek to combat climate change, environmental destruction, while promoting
corporate responsibility.” 41

Ethical Screening propose two approaches to sustainable investing: (1) ‘thematic investing’ that
targets alignment with the SDGs and / or investments in clean energy, natural resource scarcity
and low-carbon/climate change; and (2) ‘impact investing’ that, according to the GSIA, targets

“social or environmental problems, either through community investing, bringing finance to
underserved communities, or through investing in businesses with a clear purpose.” 42
The eagerly anticipated Taxonomy: Final report of the Technical Expert Group was published by the
EU in March 2020. Despite the title the report focuses on helping investors understand whether an
economic activity is environmentally sustainable as opposed to addressing the wider terminology
and definitional challenges prevalent across the investment sector. In this specific context the
report seeks to establish a common language between investors, issuers, project promoters and
policy makers, to help investors assess whether investments meet robust environmental standards.

Investment Association Responsible Investment Framework
Whilst different organisations apply a range of definitions for the various terms within responsible
investing, until recently few have come up with an overarching framework that provides a
common language and approach.
In November 2019 the Investment Association launched its Responsible Investment Framework 43
which provides a set of industry-endorsed definitions, applicable to all asset classes, of common
approaches to responsible investing. The Framework draws upon industry best practice to present
a standardised approach and guidance (including definitions, guidance notes and examples) as to
how to embed responsible investing at both the firm and fund levels. Details are provided in the
tables 2 and 3 below.
Although the Framework does not represent a standard or ‘kitemark’ it offers the clarity and
consistency required by asset managers to articulate their approach to responsible investing. By
presenting a common language, the Framework allows the investment industry to better articulate
to policy makers and clients (both institutional and retail) how they invest responsibly and
contribute to sustainability.
Table 2 - Firm-Level Components

Stewardship

ESG Integration

Exclusions

Definition
“The responsible allocation, management
and oversight of capital to create long
term value for clients and beneficiaries
leading to sustainable benefits for the
economy, the environment and society.”
(The UK Stewardship Code 2020 of the
Financial Reporting Council)
“The systematic and explicit inclusion of
material ESG factors into investment
analysis and investment decisions” (PRI)
Exclusions prohibit certain investments
from a firm, fund or portfolio. Exclusions
may be applied on a variety of issues,
including
to
align
with
client
expectations. They may be applied at the
level of:
Sector; business activity,
products or revenue stream; a company; or
jurisdictions/countries.

Firm-Level Explanatory Notes
Stewardship is shown on both a firm level and
a fund level to reflect that, whilst firms will
adopt their approach to Stewardship at a firm
level, stewardship activities will differ across
funds, asset classes and geographies.

ESG integration can be adopted as a firm-wide
policy and, in such instances, reflects a firm’s
commitment to integrate ESG considerations,
which will include both risk and opportunities.
Exclusions that apply across the entire
firm/group.

https://www.investopedia.com/sustainable-investing-4427774
https://www.ethicalscreening.co.uk/news/RI-Taxonomy.aspx
43
https://www.theia.org/sites/default/files/2019-11/20191118-iaresponsibleinvestmentframework.pdf
41

42
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Table 3 - Fund-Level Components
Exclusions

Sustainability
Components

Impact Investing

Definition
As above

Fund-Level Explanatory Notes
Exclusions that are specific to a particular
investment approach e.g. to a fund or are set by
a client in a particular mandate.

Investment approaches that select and
include investments on the basis of their
fulfilling certain sustainability criteria
and/or delivering on specific and
measurable sustainability outcome(s).

Adopting a Best in Class approach can mean
having exposure to companies from sectors
that may not typically be considered
“sustainable”. A Positive Tilt approach may
also mean this. A Positive Tilt is typified by
having less exposure to these kinds of
companies than a traditional benchmark (e.g.
FTSE 100, S&P 500).

Investments are chosen on the basis of
their economic activities (what they
produce/what services they deliver) and
on their business conduct (how they
deliver their products and services).

“Investments made with the intention to
generate positive, measurable social and
environmental impact alongside a
financial return.” Global Impact Investing
Network’s (GIIN)

According to GIIN, “there are four key elements:
Intentionality
Financial Returns
Range of Asset Classes
Impact Measurement

Conclusions
A critical success factor for responsible investing is the ability to clearly articulate to investors the
strategy and approach adopted. Although a number of core terms have been developed, definitions
and applications vary across the industry. This inconsistency and lack of a standardised
framework not only causes confusion amongst investors, it also creates opportunities for asset
managers to interpret terminology liberally and ‘greenwash’. These issues risk devaluing the
concept of responsible investing and inhibiting investment to funds that genuinely deliver positive
outcomes for the environment and society. To mitigate against this there is an urgent requirement
to develop a common language. The work of the Investment Association must therefore be
commended as a positive step and it will be interesting to monitor its adoption over time to come.
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7. Taxonomy: The Approach of Scottish
Asset Managers
Introduction
In this section we will explore the approach to responsible investing taken by the 19 responsible
asset managers identified in Scotland (see section 3). The analysis is based on the findings of a
desk-based audit of the information available on the websites of each of the asset managers and
select interviews. Table 4 provides an overview of the approaches taken by the responsible asset
managers with each area is reviewed in more detail. This section then explores the approaches to
ethical investing, stewardship, engagement and voting, thematic investing and impact investing
(incl. SDGs) before looking at internal research capabilities and the use of data.
Table 4 – Overview of Approaches to Responsible Investing
Asset Manager

Use of ESG

Overarching Terminology

Policy Approach

Aberdeen Standard
Investments
Aberforth Partners

Offer definition

Responsible Investing

Limited mentions

Governance & Sustainability

ESG Capabilities / ESG Integration in
Asset Classes

Amati Global Investors

Offer definition

Stewardship / ESG

ESG Statement

Baillie Gifford

Limited mentions

Governance & Sustainability

Cadence Investment
Partners
Cameron Hume

Multiple References

Responsible Investment

Governance and Sustainability
Principles
Responsible Investment Policy

Offer definition

ESG

Responsible Investing Policy

Circularity Capital

Multiple References

Circular Economy

Responsible Investment Policy

Dalmore Capital

Offer definition

Responsible Investment

Responsible Investment Policy

Dundas Global
Investors
Edinburgh Partners

Multiple References

Sustainable Investment

Sustainable Investment Policy

Multiple References

ESG

ESG Policy Statement

Kames Capital

Offer definition

Sustainable Investing

Martin Currie

Offer definition

Stewardship

Sustainability Policy and
Responsible Investment Policy
Responsible Investment Policy

Panoramic Growth
Equity
Pentech Ventures

Multiple References

Responsible Investors

RM Funds

Limited mentions

ESG

Saracen Fund
Managers
Stewart Investors

Multiple References

ESG & Sustainability

ESG and Sustainability Policy

Offer definition

Stewardship

SVM Asset
Management
Walter Scott and
Partners

Offer definition

Insight & ESG

Stewardship and Corporate
Engagement policy
Responsible Investment Policy

Offer definition

Responsible Investing

ESG Policy

Do not mention

A Focus on ESG
The adoption and application of ‘ESG’ is widely identified as being the most popular strategy within
responsible investing. The acceleration of ESG investing can be understood as a proxy for how
markets and societies are changing and how concepts of valuation are adapting to these changes.
The rise in ESG investing can help drive market transformation for the better and it has had the
following impact on core stakeholders:
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Corporations – are adapting to a new consumer demand that favours smarter, cleaner and
healthier products and services and are leaving behind the models of the industrial era
when pollution was free, labour was just a cost factor and scale and scope was the dominant
strategy.

-

Investors – are increasingly looking at ESG data to identify those companies that are well
positioned for the future and to avoid those which are likely to underperform or fail.

-

Individuals – are using ESG investing as an opportunity to vote with their money.

-

Policy makers – are embracing this market-led development to ensure that the common
good does not get lost in short-term profit making.

Given the widespread acceptance of ESG as an investing framework we will now analyse the
approach taken by the 19 Scottish responsible asset managers.
Based on the data in Table 5 below 95% of the responsible asset managers in Scotland make
reference to ESG directly on their website or within documents available to download from the
website. Given that 18 of the 19 responsible asset managers are signatories to the PRI, which places
ESG at the heart of its framework and requires signatories to report on their responsible investing
activities annually, this is entirely in line with expectations. It should be noted that having signed
up to the PRI in May 2019 Pentech Ventures, the one manager which does not make reference to
ESG, has a one-year grace period whereby the first reporting cycle is voluntary. PRI encourages new
signatories to report in their voluntary year and, if they take up this opportunity, Pentech Ventures
has the option to keep their report confidential. It is expected that Pentech Ventures’ approach to
ESG will become clearer over the coming years.
In 2015 First State Stewart separated into Stewart Investors and FSS Asia and, whilst both remain
part of First State Investments which, in turn, forms part of PRI signatory Colonial First State Global
Asset Management, Stewart Investors has not, as yet, signed up to the PRI.
Table 5 – Use of ‘ESG’ Within Scottish Responsible Asset Managers
ESG

%

Asset Managers

Define ESG

47%

Highlight Role of ESG*

32%

Aberdeen Standard Investments, Amati Global Investors,
Cameron Hume, Dalmore Capital, Kames Capital, Martin
Currie, Stewart Investors, SVM Asset Management and Walter
Scott & Partners
Cadence Investment Partners, Circularity Capital, Dundas
Global Investors, Edinburgh Partners, Panoramic Growth
Equity and Saracen Fund Managers

Limited mentions of ESG

16%

Aberforth Partners, Baillie Gifford and RM Funds

Do Not Mention ESG

5%

Pentech Ventures

*Make multiple references to ESG without providing a specific definition.
A further observation to be drawn from Table 5 is that 47% of the responsible asset managers offer a
definition of ESG. The largest responsible asset managers in Scotland tend to fall within this group
which, perhaps, reflects the breadth and depth of their funds, their experience in responsible
investing and the expertise within their businesses. It may also be possible that ESG is now
considered a catch-all term, which for some, may be too broad to be usable or differentiable. Baillie
Gifford, for example, describes ESG as “an industry shorthand for a very broad range of matters
relating to how a company is governed and its impact on society.” Although conceding that ESG is
now “a widely accepted term” Baillie Gifford prefers to focus on “governance and sustainability as

broader interlinked concepts which also factor in a company’s performance on environmental and
social issues.” Aberforth Partners also prefer Governance and Sustainability to ESG.
Our analysis thus far illustrates the divergence in approach in Scotland.

Table 6 below offers an overview of the definitions provided by nine Scottish-based responsible
asset managers.
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Table 6 – Approaches to Defining ESG in Scotland (Wording Taken Directly from Websites)
Responsible
Asset
Manager
Aberdeen
Standard
Investments

Definition of ESG

ESG investment is about active engagement, with the goal of improving the performance
of assets we manage around the world. The achievement of environmental and social
goals is driven by robust corporate governance. There are three reasons why we think it’s
vital to integrate ESG factors into our investment process:
-

Amati Global
Investors

ESG factors are financially important and directly affect investment performance.
Understanding ESG risks and opportunities, alongside other financial metrics,
helps us make better investment decisions for our clients.
Informed constructive engagements help improve practices – enhancing the
value of our clients’ investments.

ESG considerations that the Investment Manager will take into account as part of its
investment process:
Environmental — examining
issues arising from supply
chains, climate change and
contamination. The
Investment Manager looks
for management teams who
are aware of the issues and
are proactive in responding to
them.

Cameron
Hume

Social — seeking to avoid
unequivocal social
negatives, such as profiting
from addiction or forced
labour and to support
positive impacts which will
more likely find support
from customers and see
rising demand.

Governance — examining
and, where appropriate,
engaging with companies on
board membership,
remuneration, conflicts of
interest such as related party
transactions, and business
leadership and culture.

In our view, ESG means considering the risks that arise from an issuer’s environmental, social
and governance exposures. By broadening our perspective beyond financial data we seek
evidence that issuers may respond effectively to unanticipated challenges and opportunities.
“Environmental” refers to
issues affecting the natural
environment including
climate change, resource and
water scarcity, habitat and
biodiversity loss, emissions to
land, water and the
atmosphere and waste
generation.

“Governance” refers to
issues regarding how
issuing entities are
‘governed’. For corporate
issuers, governance issues
include board composition
and skills, executive
remuneration, accounting
and audit practices. For
sovereign entities, these
include the quality of the
state institutions, in
particular the government,
the fiscal and monetary
authorities and the judiciary.
For Special Purpose
Vehicles, these include
contractual protections as
well as the protections
offered by drafting law.

“Social” refers to issues that
impact people and the
societies in which they live.
At the macro level, social
issues include war, poverty,
human rights, aging
populations, dislocation and
migration of populations,
and topics such as access
and right to education,
health services and finance
as well as legal protections
for press freedoms, labour
rights and free assembly. At
a more local level, social
issues are those affecting
individuals whether they
are employees, customers,
suppliers or members of the
local or broader community,
and include human capital
management, workplace
and project labour rights,
health and safety, supply
chain management, and
community relations.
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Responsible
Asset
Manager
Dalmore
Capital

Definition of ESG

Dalmore adheres to environmental, social and corporate governance (ESG) principles
throughout its business and investment process. Consideration of material ESG risks and
opportunities forms part of reviewing potential new investments and ongoing management of
Dalmore’s existing portfolio of projects. While we recognise that these risks and opportunities
are specific to the circumstances of each deal or project, we have identified the following
common areas to focus on:
Environmental - energy use,
environmental impact and
climate risk

Kames
Capital
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Social - health and
wellbeing, diversity and
inclusion and community

Governance - business
conduct, governance and
cybersecurity

We believe it is our responsibility to encourage companies to maximise investment returns
through good governance, including respect for society and the environment. We ensure that
we identify and understand the key ESG risks for each of the companies, industries and sectors
that we invest in.
Although different asset
classes and investment
horizons require differing
approaches to ESG, overall
we believe a company’s ESG
performance should be
considered within the
context of its industry’s
competitive landscape, in
relation to its peers, and the
geographic regions in
which it operates.
The diagram to the right
shows the approach to ESG
in Kames Global
Sustainable Equity Fund
Impact investing report

Martin
Currie

We believe that ESG factors create risks
and opportunities for investors. We
believe it is in the interests of our clients
to consider these factors when making
an investment in a company, and for
the companies in which we invest to
manage these appropriately.
For us, ESG analysis is an integral part
of stewardship. In our view there are
three core strands to ESG analysis (see
diagram on right)

Stewart
Investors

Our philosophy at Stewart Investors is to invest in ‘quality companies’ and our process for
identifying them has incorporated a rigorous evaluation of ESG for over three decades. However,
our analysis of ESG has never stood in isolation, and must be taken together with assessment of
management, franchise and financials. As the analysis of environmental, social and
governance information is used to help understand more about the quality of companies, the
Quality Assessment process looks at the quality of a franchise by considering whether it:
-

is socially useful
is environmentally efficient
employs responsible business practices.

The Investment Strategy Outline for the Sustainable Funds Group provides more detail as to
what Stewart Investors is looking for as part of this ESG analysis.
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Responsible
Asset
Manager
SVM Asset
Management

Definition of ESG

Since 2006 our engagement principles have evolved to include ESG issues across our range.
ESG related issues may be material to the long-term sustainability of a company’s competitive
advantage. As part of our due diligence process, we consider various ESG factors.
Environmental - Certain
investee companies face
significant environmental
risks. We consider how those
businesses manage
environmental risks to
reduce the impact of their
activities over time.
Environmental risks can lead
to possible financial
liabilities, including fines,
litigation and remediation
costs, or loss of customers
due to damage to the brand.
Environmental factors can
include:
• Management of
environmental risks
• Raw material sourcing
• Supply chain management
• Climate change
• Greenhouse gas emissions
• Resource depletion,
including water
• Waste and pollution
• Deforestation

Walter Scott
and Partners
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Social - We believe that
investee companies should
treat all their employees
and contractors fairly and to
respect their dignity, wellbeing and diversity.

Governance - We believe the
systems of oversight,
practices and processes
through which a company
is controlled are material for
every company.

Social factors can include:

Governance factors can
include:

• Working conditions,
including slavery and child
labour
• Community relations
• Conflict
• Health and safety
• Employee relations and
diversity
• Customer satisfaction

• Executive pay and
incentives
• Capital Allocation
• Bribery and corruption
• Political lobbying and
donations
• Board diversity and
structure
• Tax strategy
• Shareholder and
bondholder rights

We understand that ESG factors, as much as financial metrics, determine the long-term
success of an investment. We are entrusted to invest on behalf of our clients over a long-term
investment horizon. As such, we have a duty to fully understand each company in which we
invest, including its approach to ESG matters. Our experience has taught us that only those
companies that strive towards appropriate ESG standards are likely to prosper over the long
term.
Walter Scott invests in companies across different geographies and sectors; therefore the
governance, social and environmental issues each company faces will differ. However, key
themes include, but are not limited, to:
Governance
- Board structure and
effectiveness
- Remuneration
- Regulation
- Bribery and corruption
- Tax

Social
- Employee training and
satisfaction
- Sustainable, traceable and
ethical supply chain
- Health and safety
- Cybersecurity
- Demographics
- Affordability and access
- Stakeholder relationships

Environment
- Climate change
- Pollution/emissions
- Water scarcity
- Resource consumption
- Waste management

Whilst the approaches of each responsible asset manager vary there appears to be a general
consensus that integrating ESG into the investment process is about analysing non-financial
factors to identify risks and opportunities, with the underlying implication that companies that
perform well in ESG criteria can represent better long term investments. It is interesting to note that
Martin Currie has created an ESG analysis framework as an integral part of its approach to
stewardship. The Kames Capital example highlights how it has applied ESG to a specific fund and,

MAPPING THE RESPONSIBLE INVESTING LANDSCAPE IN SCOTLAND

29

although not included in the table, Aberdeen Standard Investments provides guidance for ESG
integration across different asset classes. The other responsible asset managers included in the
table above (namely Amati Global Investors, Cameron Hume, Dalmore Capital, SVM Asset
Management and Walter Scott and Partners) provide a useful insight into the types of issues they
consider within the environmental, social and governance categories. This level of detail is
particularly helpful as it provides an enhances contextual understanding for stakeholders.

Other Approaches to ESG
Table 5 indicates that 32% of the responsible asset managers highlight the role ESG plays in their
organisation without providing a clear definition or explanation as to what environmental, social
and governance issues they consider. For example, Cadence Investment Partners, in keeping with
most of the responsible asset managers in Table 6 above talk about their fiduciary duty to act in the
best long-term interests of beneficiaries noting that “ESG issues can affect the performance of
investment portfolios (to varying degrees across companies, sectors, regions, asset classes and
through time) to “determine whether these long-term returns are achievable or not.”
Although Dundas Global Investors do not overtly mention ESG on their website the term appears
throughout its Sustainable Investment Policy that is focused on adherence to principles as set out
by PRI. “Analysis of ESG issues is integrated into the investment process” at Dundas Global
Investors which seeks to “invest in those companies which rank highly amongst their industry

peers in terms of [ESG] disclosure.”

Edinburgh Partners say that “assessment of the quality of investee companies in the areas of
environmental considerations, socially responsible investment and corporate governance” is
embedded into the investment process that is driven primarily by long-term valuation. All analysis
of ESG factors is therefore undertaken with a view to their potential impact on valuation. This
includes analysis of financial statements and careful consideration of all proposals and resolutions
requiring a shareholder vote.
The approach to ESG taken by Panoramic Growth Equity is very much focused on applying the PRI
principles in investment decision making and in so doing taking “full consideration of ESG issues”
that “can improve long term investment returns while addressing wider societal concerns.”
Saracen Fund Managers state that they adhere to “the highest standards with regards to ESG and
sustainability aspects” as part of its responsibility of stewardship to its clients’ wealth. In so doing
they apply “rigorous ESG analysis to investments” in an attempt to influence the policies of
companies in which it invests.
Whilst the foregoing provides a high level summary of the approaches to ESG taken by a number of
responsible asset managers Circularity Capital go into more detail by providing practical examples
as to where ESG has been integrated into their operations (see Table 7 below).
For the remaining responsible asset managers there is not much online beyond a passing reference
to ESG. Having already discussed Baillie Gifford it is worth highlighting that Aberforth Partners
lead with “Governance and Sustainability where sustainability encompasses the consideration of
Environmental and Social issues” and RM Funds make reference to their "ethical and social
governance (ESG) criteria" without providing any more detail. It is interesting to note their adoption
of “ethical” rather than “environmental” in ESG.
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Table 7 – ESG Integration at Circularity Capital
Area
of
operations
Investment
assessment,
analysis and
decisionmaking
processes

Postinvestment
though to
investment
liquidity

Disclosure

Interaction/activity
• We implement a positive screening process to identify businesses which have a
positive impact in accelerating the circular economy (in addition to avoiding PRI
excluded sectors).
• As part of this process we consider a spectrum of broader ESG factors using a
scorecard assessment approach.
• We use social and environmental impact metrics to monitor and assess the ongoing
circular economy impact of each investee business in which we invest.
• We work with an external advisor to support this assessment.
• We agree appropriate legal drafting with management to integrate these ESG factors.
• All the team are required to engage with ESG modules within our broader continual
professional development program.
• Actions relating to ESG improvements identified during assessment/diligence are
included in our post-investment 100-day plan process which is actioned by the
investment team.
• Regular interaction including attendance at investee company board meetings
provides an opportunity for us to monitor progress.
• We place a major emphasis on transparency with our LPs – this includes providing
annual reporting on the ESG performance of individual investee business and at a
fund level.
• We also make our ESG Policy available to investors and respond to ad hoc requests
for ESG information.
• We make relevant ESG information, gathered through the due diligence and
investment hold periods, available to potential buyers at the exit stage.
• We publicly report our ESG practices in the annual Responsible Investment
Transparency Report produced for the PRI.

Overarching Terminology Employed by Scottish
Responsible Asset Managers
This section has so far focused on the adoption, definition and application of ESG amongst the 19
responsible asset managers in Scotland. With most being signatories to PRI they all, with the
exception of Pentech Ventures (for reasons explained above), make reference to ESG on their
website and / or associated documents. This can range from a passing mention to a framework for
a fund or asset class to a firm-wide integrated approach. ESG therefore forms a useful starting point
in the analysis of the approaches taken by managers in Scotland.
Although ESG has become an established term it is often, as outlined in section 6, positioned as a
sub-set of responsible investing. To drill down into more detail, it is appropriate to explore the
overarching terminology employed and policy approaches taken by responsible asset managers in
Scotland.
As can be seen in Chart 1 below, 26% of responsible asset managers in Scotland lead with the term
Responsible Investment (or similar) which is in keeping with the approaches referred to earlier by
Ethical Screening and the Investment Association. Despite its global proliferation and use by 18 of
the 19 organisations included in this study only 21% lead with ESG as a headline term. Governance &
Sustainability, Stewardship and Sustainable Investment (or similar) representing 11% each, with
Circular Economy, ESG & Sustainability and Stewardship / ESG the other umbrella terms employed
in Scotland with each representing 5%. It should be noted that one responsible asset manager does
not include any of the relevant terms on its website.
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Chart 1 – Overarching Terminology Employed by Number of Scottish Responsible Asset Managers
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To further elaborate Aberdeen Standard Investments (headline section on homepage), Cadence
Investment Partners (policy listed discreetly under Regulatory Disclosures at the bottom of the
homepage), Dalmore Capital (sub option within the Spotlight section on homepage) and Panoramic
Growth Equity (sub option on the Who We Are section on homepage) all lead with Responsible
Investment (or similar).
Although Walter Scott and Partners also leads with Responsible Investing (sub option on the menu
section on homepage), within the Stewardship section its ESG Policy states that “within the

investment management industry a wide range of terms are used to describe environmental, social
and governance (ESG) considerations, such as socially responsible investing (SRI), sustainable
investing, ethical investing, corporate and social responsibility (CSR) and responsible investing (RI);
at Walter Scott the term ‘sustainability’ encapsulates all of these concepts.” The ESG Policy is also
accessible via the Sustainability section found on the About Us page (sub option on the menu
section on homepage).

For Cameron Hume (ESG Fund section on homepage), Edinburgh Partners (sub option within Our
Approach section on homepage), RM Funds (referenced in About Us section on homepage) and SVM
Asset Management (Insights & ESG headline section on homepage) ESG takes prominence over
other terms and Saracen Fund Managers (policy listed discreetly at the bottom of Our Approach
section on homepage) broaden this out to use the hybrid ESG & Sustainability.
As well as Baillie Gifford (headline section on homepage), Aberforth Partners (sub option on the
Aberforth Partners page on the Literature Library section accessible from homepage) also leads
with Governance and Sustainability.
Kames Capital has a headline Sustainability section on the homepage and although Dundas Global
Investors use Sustainable Investment this is limited to a link to a policy document in the footer
rather than a prominent section or sub option on the website.
Martin Currie positions its work in this space under the Stewardship umbrella with its latest
Stewardship Report available on the homepage and further information accessible in the
Stewardship – ESG and Sustainable Investing sub option under the About Us section also on the
homepage. Stewart Investors also leads with Stewardship and the following strapline featuring
prominently on the homepage : “At the heart of our investment philosophy is the principle of
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stewardship.” The Stewardship section, accessible via the homepage under Our Role As Investors.

Although Amati Global Investors has a section on ESG considerations the headline navigation title
on the website is Stewardship / ESG. Given its specific thematic investment focus Circularity
Capital leads with a Circular Economy headline section on the homepage. Finally, no doubt due to
the fact that that they only recently became a PRI signatory, Pentech Ventures has no relevant
terminology or approaches included in its website.
With 8 different overarching terms used by responsible asset managers the local Scottish market
lacks a consistent and standardised approach, thereby reflecting the wider global trend. As well as
differences in terminology it is notable that each responsible asset manager uses their website to
give greater or lesser prominence to their approach to non-financial factors.

Policy Approach by Scottish Responsible Asset
Managers
When conducting the website reviews it was observed that the headline terminology does not
necessarily correlate to the policy approach employed by each responsible asset manager. Although
only 26% of the responsible asset managers use Responsible Investment (or similar) as a headline
term, Chart 2 below indicates that slightly more, 32% to be precise, have Responsible Investing (or
similar) policies. There appears to more consistency on the ESG front where both 21% of the
responsible asset managers both use ESG as a headline term and have ESG policies. A further 5%
have gone beyond solely ESG to develop ESG & Sustainability policies. 11% have Sustainable
Investing (or similar) policies with Governance & Sustainability and Stewardship & Corporate
Engagement policies accounting for 5%. It should be noted that 21% of the responsible asset
managers had no obvious policies available on their website.
Chart 2 – Policy Approach by Number of Scottish Responsible Asset Managers
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To further elaborate Cameron Hume, Cadence Investment Partners, Circularity Capital, Dalmore
Capital, SVM Asset Management, and Martin Currie all have Responsible Investment / Investing
policies. An interesting observation here is that both Cameron Hume and SVM Asset Management
lead with ESG on their websites while Circularity Capital leads with Circular Economy.
Although Panoramic Growth Equity positions itself as a “Responsible Investor” it does not disclose
any associated policies. Similarly Aberdeen Standard Investments leads with Responsible
Investing on its website and whilst it has not published a responsible investment policy it provides
an ESG Capabilities overview as well as ESG Integration guidelines for asset classes such as
Equities, Fixed Income, Multi-Asset, Private Markets and Quantitative Investments.
In terms of ESG, Amati Global Investors leads with Stewardship / ESG on its website and has an ESG
Statement, Edinburgh Partners leads with ESG and has an ESG Policy Statement and although
Walter Scott and Partners has an ESG Policy it leads with Responsible Investing on its website. RM
Funds mentions its ESG criteria on its website without providing any further details or associated
policies. Saracen Fund Managers has taken a wider approach by presenting an ESG and
Sustainability Policy without having a dedicated section on its website.
Stewart Investors has a Stewardship and Corporate Engagement policy and is the only responsible
asset manager identified as having a specific pledge signed by every member of the investment
team. This Hippocratic Oath is intended to ensure employees uphold the principle of stewardship
through their conduct and work practices. The strict code includes the following commitments:

We will treat our clients at all times as we would wish to be treated
We will not allow the pursuit of personal gain to cloud our fiduciary roles
We will strive to achieve, through hard work, sober analysis and sound judgement, the best risk-adjusted returns
possible for our clients
We will not, however, pursue these returns to the extent that our actions will knowingly harm others
We will remember that a share in a business brings with it responsibilities as well as rights
We will not forget in our search for returns that the primary risk faced by our clients is losing their capital
We will not succumb to irrational exuberance in good times, nor to unjustified gloom in bad times
We will present a balanced viewpoint, highlighting risks as well as potential returns
We will recognise that our role within society is to allocate capital where it can be used most productively for the
future benefit of all
We will not be ashamed to admit our mistakes and will strive to learn from them, as well as those of others
We will share our experiences - both good and bad - with our peers, and work together with them to earn the
respect of those outside the investment profession
We will play our part in promoting financial education as it benefits wider society

Another interesting example is Kames Capital. They lead with Sustainability and have a
Sustainability Policy that outlines their approach to responsible investing. They also have a
separate Responsible Investment Policy which goes into more detail on their approach to ESG.
Dundas Global Investors also lead with Sustainable Investment and, without having a dedicated
section on their website, have a Sustainable Investment Policy to outline their approach.
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Approach to Ethical Investing
The research has thus far identified the terminology and policy approaches employed by the 19
asset managers identified within the research scope. It is now worth exploring how some of these
organisations approach ethical investing by analysing their approaches to positive screening,
policies / guidelines, negative screening and exclusions. The analysis below is not definitive and it
is likely that responsible asset managers may have more detailed policies, guidelines and positions
that are not available in the public domain. Nevertheless the information below provides a useful,
high level insight.

Positive Screening
Whilst not specifically positioned as positive screening the strategy at Stewart Investors very much
focuses on proactively targeting investments in companies that contribute to sustainable
development under three categories:

1.

Sustainable goods and services
-

2.

Responsible finance
-

3.

Provide food, beverages and consumer staples that are positive for human health and
hygiene
Affordable medicines and life-saving treatments
Poducts, technologies and services that contribute to economic development and
human welfare and safety
Manufacture, sell and deliver products and services efficiently
Reduce negative environmental and social impacts
Stand to benefit as environmental and social externalities are internalised

Traditional savings and loan banks that focus on patiently gathering deposits and
prudently lending them back to customers

Required infrastructure
-

Provide basic building blocks and service infrastructure society needs to function,
develop and thrive (e.g. water, energy, waste, housing, transportation and logistics).

As one of the other responsible asset managers to implement a positive screening process, as well
as avoiding PRI excluded sectors, Circularity Capital “identifies businesses which have a positive
impact in accelerating the circular economy” . Amati Global Investors “engage positively with those

that uphold Article 1 of the International Covenants on Civil and Political Rights, particularly in
relation to the extraction of natural resources.” RM Funds also mention that wherever possible they
have “a positive screening bias to our investment decisions.”

Policies or Guidelines
A number of the responsible asset managers outline their approach or have policies or guidelines
on particular subject areas available to download. Aberdeen Standard Investments, for example, has
a Position Statement – Fossil Fuels and a Controversial Weapons - Our Approach for Investments,
Baillie Gifford has a Modern Slavery Statement and Dundas Global Investors has guidelines to
formally exclude investment in tobacco and munitions companies from its portfolios.

Negative Screening
Cadence Investment Partners has a high level approach where “from a moral perspective, we avoid

investing in businesses which intentionally hurt the environment or treat employees unfairly.”
Amati Global Investors adopts and advocates a Clean Trade approach, which means “avoiding
companies that tacitly support the most oppressive regimes.” Dalmore Capital also avoids
“investment in infrastructure assets that maybe regarded as detrimental to the environment” and
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RM Funds“adopts a negative screening process to screen out investments which do not meet our

ESG criteria.”

Martin Currie and Kames Capital apply screens to particular funds. In the case of Martin Currie the
Australia Ethical Income strategy “accommodates client-driven ethical values screens that identify

and assess business involvement in unethical industries, and ESG impact screen for poor corporate
behaviour and severe business controversies.”

Kames Capital has been providing investors with negatively screened funds since 1989 and
implements a wide range of negative screens and exclusions in accordance with legal
requirements or specific ethical exclusion criteria when requested by clients. It has an Ethi cal
Screening Policy for three “specialist ethical funds designed to meet the needs of clients who wish
to make investment decisions based on strong ethical principles.” Interestingly Kames Capital
conducts regular ethical surveys to provide feedback on its current screening approach allowing
policies to evolve to incorporate new ethical issues as they arise.

No or Limited Screens or Exclusions
Aberforth Partners does not use “negative screening or impose blanket exclusions on whole sectors

for Governance & Sustainability reasons, nor do we exclude individual investments where there is a
reasonable prospect of any issues being satisfactorily addressed. Indeed such situations can
represent value opportunities.”

Cameron Hume does not routinely exclude any sector or issuer from its clients’ portfolio as this may

“expose them to other risk factors such as currency, rate sensitivity and credit risk that they may
hold to be more material.” Exclusion and screening methods may conflict with exposures entailed
by clients’ choice of benchmark and the limitations imposed by their investment guidelines.

Panoramic Growth Equity “do not exclude any companies based on the sector in which they operate

but rather look to actively engage in a constructive manner and improve transparency and
reporting on issues that have relevance to a wider stakeholder base.”

Finally with the exception of the SVM All Europe SRI Fund, which employs negative screening in
accordance with its Socially Responsible Investment Statement, SVM Asset Management’s
approach to responsible investment favours ESG integration over screening: “By employing a

minimal level of negative screening, we are giving ourselves the potential to influence more
companies than a broader exclusionary policy would allow.”

Stewardship, Engagement and Voting
With the exception of Panoramic Growth Equity and Pentech Ventures all of the responsible asset
managers in Scotland use their website to demonstrate their commitment to stewardship and, to
varying degrees, outline their approach to, and reporting of, engagement and voting.
The majority are signatories to the Financial Reporting Council’s (FRC) UK Stewardship Code 2012
which, as of 1 January 2020 was superseded by the new UK Stewardship Code 2020. The new code
sets higher expectations of those investing money on behalf of UK savers and pensioners,
establishing a clear benchmark for stewardship as the “responsible allocation, management and

oversight of capital to create long-term value for clients and beneficiaries leading to sustainable
benefits for the economy, the environment and society.” As such there are new expectations about
how investment and stewardship is integrated, including ESG issues.44

To become a signatory to the new Code asset managers are required to produce an annual
Stewardship Report explaining how they have applied the Code in the previous 12 months. The FRC
will evaluate Reports against its assessment framework, and those that meet the reporting
44

https://www.frc.org.uk/investors/uk-stewardship-code
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expectations will be listed as signatories to the Code. To be included in the first list of signatories,
organisations must submit a final report to the FRC by 31 March 2021.
The larger responsible asset managers tend to publish more information in relation to stewardship,
engagement and voting: Aberdeen Standard Investments (Our Listed Company Stewardship
Guidelines and Proxy Voting Dashboard), Baillie Gifford (Our Stewardship Principles, Quarterly
Voting Disclosure Reports, Quarterly Company Engagement Reports), Kames Capital (Bi-Annual
Voting and Engagement Report and Quarterly Proxing Voting Report) and Walter Scott and Partners
(Engagement Policy, Proxy Voting Policy and Annual Proxy Voting Disclosure).
Amati Global Investors (Stewardship and Shareholder Engagement Approach and Quarterly
Disclose Voting), Aberforth Partners (Voting Disclosure) and Dundas Global Investors (Proxy Voting
and Engagement Policy) also have progressive approaches.
Perhaps the most interesting responsible asset managers in this area are Martin Currie and Stewart
Investors. Martin Currie places Stewardship at the heart of its client proposition and, as well as
leading with Stewardship on their website, they also promote their annual Stewardship report in a
prominent position on their homepage. With an ongoing aim to invest for long-term, sustainable
value Martin Currie’s performance has “been materially enriched by our stewardship activities.”
Martin Currie has a new Stewardship and Engagement Policy 2020, Global Corporate Governance
Principles and a Proxy Voting Policy to guide its approach in this area. As part of its open and
transparent approach Martin Currie publishes in addition to its annual Stewardship Report
quarterly Proxy Voting Reports.
As mentioned earlier in this chapter Stewart Investors has a Stewardship & Corporate Engagement
Policy and its Client Updates cover proxy voting and thematic engagement issues. For Stewart
Investors “stewardship is at the heart of our investment philosophy. We believe management

integrity and culture is key. We look for companies run by managers who think like owners, have
their wealth invested in the company, take a long-term perspective and have a track record of
treating all shareholders fairly.”

Thematic Investing
Within the research cohort a number of responsible asset managers in Scotland are boutique
organisations with niche specialisms. A summary is provided below:
•
•

•
•
•
•
•

Cadence Investment Partners - Focused on intrinsic value investing in Asia.
Cameron Hume - actively managed, globally diversified portfolio of fixed income securities
from issuers that can demonstrate that the risks arising from their ESG exposures are
appropriately managed.
Circularity Capital - specialist private equity firm investing in European growth SMEs
operating in the circular economy.
Dalmore Capital – provides long-term investment opportunities in limited volatility
infrastructure assets, primarily in the UK.
Panoramic Growth Equity - equity investor in fast growing, entrepreneurial companies.
Pentech Ventures - Partners with exceptional founders to help build globally successful
software companies.
RM Funds – specialise in alternative investments with a focus across Private Credit,
Specialist Real Estate and Infrastructure.

Impact Investing and the SDGs
According to The Global Impact Investing Network’s (GIIN) “Impact investing is an exciting and

rapidly growing industry powered by investors who are determined to generate social and
environmental impact as well as financial returns. This is taking place all over the world, and
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GIIN’s recent report Sizing the Impact Investing Market 46 estimates the
current size of the global impact investing market to be $502 billion. Based on the collation of AUM
data from more than 1,300 impact investors around the world, the report captures a diverse range of
investors (such as asset managers, foundations, banks, development finance institutions, family
offices, pension funds and insurance companies) active in the market. The report provides a
fundamental understanding of the market’s current scale, indicating that a significant amount of
capital is at work to address the world’s social and environmental challenges, as well as
establishing a baseline to support the impact investing market’s progress to scale with integrity.
45

In terms of encouraging capital towards projects with positive, real-world impact the launch of the
SDGs in 2015 has encouraged companies and institutional investors to contribute to solving some of
the most urgent problems the world is facing through their business activities, asset allocation and
investment decisions. PRI has grouped the SDGs’ relevance to responsible investors into five
overarching principles: 47
1.
2.
3.
4.
5.

The SDGs are the globally agreed sustainability framework
Macro risks: the SDGs are an essential consideration for “universal owners”
Macro opportunities: the SDGs will drive global economic growth
Micro risks: the SDGs’ role as a risk framework
Micro opportunities: the SDGs’ role as a capital allocation guide.

With the impact investing market continuing to grow and the GIIN report and the SDGs
increasingly being used as a guiding framework, this section will now consider some of the
approaches taken by Scottish responsible asset managers.
Aberdeen Asset Management has an Impact Policy that applies to its Global Equity Impact Fund.
The aim of the Fund is to invest in companies that deliver measurable, positive environmental and
social impact alongside strong financial returns. The impact assessment framework (see Figure 5
below) focuses on the eight ‘pillars’ noted, with key performance indicators for each pillar.
Aberdeen Standard Investments uses underlying SDG indicators as the basis for its own indicators,
thereby linking a company’s ability to affect positive change back to these overarching global
challenges.
Figure 5 – Aberdeen Standard Investments’ Impact Pillars

As the Fund combines financial and impact objectives an assessment is undertaken, looking at
intentionality, implementation and impact quantification, to ascertain whether each investee
https://thegiin.org/impact-investing/
https://thegiin.org/research/publication/impinv-market-size
47
https://www.unpri.org/download?ac=5909
45

46
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company is having a meaningful impact on the SDGs using the impact pillar framework.
As part of its Podcast series Aberdeen Standard Investments recently covered ‘ESG, impact

investing and the UN SDGs.’

Positive Change is a concentrated, global equity fund managed by Baillie Gifford with dual
objectives of delivering attractive long-term returns and delivering positive change by contributing
toward a more sustainable and inclusive world.
The Fund’s strategy is to invest in high quality growth companies which can deliver positive social
change in one of four areas:
1.
2.
3.
4.

Social Inclusion and Education;
Environment and Resource Needs;
Healthcare and Quality of Life; and
‘Base of the Pyramid’ (addressing the needs of the world's poorest populations).

The investment process encompasses idea generation and analysis to portfolio construction and
reporting. The approach to impact analysis is based on robust, bottom-up research that is
independent from but complementary to the investment analysis. Although Baillie Gifford only
hold companies in the portfolio for the impact their core products and services can deliver, they
analyse all aspects of a business before making an investment. A qualitative framework has been
developed to allow independent and consistent assessments to be made that compare how
companies are driving change based around three components: Products and services, Intent and
Business Practices.
With the SDGs considered to be particularly instructive as a widely-endorsed benchmark for
assessing progress they are used in relation to the Positive Change Fund by Baillie Gifford to
identify and measure the contribution that individual companies are making to solving the global
challenges that are facing our planet.
To demonstrate to investors how investee companies are addressing sustainability issues in their
respective fields Kames Capital has prepared two Impact Investing reports for its Global Sustainable
Equity Fund. The fund applies a proprietary sustainability screen, which blends analysis of ESG
factors with a limited number of sector or issue exclusions that are contrary to the principles of
sustainable investing, such as tobacco. The managers explicitly integrate sustainability criteria into
their fundamental investment analysis and portfolio construction. Figure 6 below outlines the
impact the fund aims to deliver.
Figure 6 – Kames Capital’s Sustainable Impact Driver
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In relation to the SDGs Kames Capital contends that it is the responsibility of individual companies
to assess their products, services and operational practices to define which areas of the SDGs they
can impact the most. They believe that companies should consider both their positive and
(potentially) negative impacts, conceding that this requires careful analysis and extra resource
which typically favours larger organisations.
Martin Currie has recognised that the SDGs are becoming important to asset owners and the
fiduciaries they employ. They also highlight that the SDGs are increasingly being incorporated into
reporting frameworks where the goals and targets are organised on the grounds of materiality.
Recognising that some of the goals may only have a tenuous link to business activity Martin Currie
believes that others are directly investable: “From a risk perspective, we believe that companies

whose business models conflict with the SDGs risk eroding their licences to operate. Conversely,
those businesses that take a proactive approach to sustainability are likely to strengthen their
competitive positions.”

Stewart Investors has a strong focus on sustainable development favouring investments in
companies with management teams that understand and seek to address challenges such as
transitioning
from
resource-intensive,
consumption-driven,
debt-dependent
models
of
development towards more sustainable alternatives. The Stewart Investors Sustainable Funds
Group supports the SDGs as they “provide a clear and vital framework around which investors and

the broader business community can unite to achieve a collective goal of cleaner business
practices.” By analysing the sustainable development performance and positioning of companies
Stewart Investors can better understand long term risks and returns.

The other notable Scottish responsible asset manager engaging with the SDGs is Saracen Fund
Managers. As part of their support of the SDGs they have “focused our efforts on those which align

most closely to our strategic priorities, in order to make the biggest impact. We believe all
companies have a responsibility to help achieve the aims of the SDGs.” The SDGs are used by
Saracen Fund Managers for their “business, its clients, and society as a whole towards a brighter,
sustainable future”. Of the 17 SDGs, Saracen Fund Managers focuses its efforts on the following
Goals that are most closely aligned with strategic priorities and where the business feels it can have
the biggest impact:
•
•
•
•

SDG 3 - Ensure Healthy Lives and Promote well-being
SDG 5 - Promoting Gender Equality
SDG 8 - Promoting Decent Work & Economic Growth
SDG 13 -Take urgent action to combat climate change and its impacts

Further examples of positive impact strategies by other responsible asset managers in Scotland
include:
•

Circularity Capital, which has a specialist mandate to only invest in businesses which have
a measurable positive environmental impact and contribute positively to society – and in
doing so to ensure best in class governance, transparency and diversity.

•

Dalmore Capital, where the focus is on projects that bring positive socio-economic and
environmental benefits, through the provision of new and/or refurbished infrastructure
assets that support the delivery of essential public services. Such assets include schools,
hospitals and utilities.

Responsible Investing Research Capabilities
The focus of this chapter so far has been on the taxonomy adopted, policies developed, approaches
screening / exclusions employed and level of engagement with impact investing and the SDGs.
This section will now look more closely at a cross section of responsible asset managers in
Scotland to better understand their internal capabilities for managing and delivering the additional
research required to integrate ESG and other responsible investment strategies into their
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investment portfolios. Information in this section has been drawn from a combination of web
research and interviews.
As part of the ESG integration strategy Aberdeen Standard Investments has a team of over 50 ESG
specialists spanning the globe. Within a unique hybrid model Aberdeen Standard Investments has
a central ESG Investment team of 20 (85% of whom are based in Edinburgh) with a further 30 ESG
analysts sitting within asset class teams across the globe. Having an on-the-ground resource to
augment the central team allows Aberdeen Standard Investments to “fully understand the

investments we make for our clients, building detailed pictures of companies that we invest in and
the markets in which we operate.”

The new structure emerged following the merger of Aberdeen Asset Management and Stand ard
Life Investments which presented a unique opportunity to integrate the best practice approaches
from both organisations. The central team looks at wider issues and the potential impact on
thematic investments / sectors while the analysts on the desk support bottom up stock picking
through a specific ESG lens.
In the short-term Aberdeen Standard Investments anticipates building ESG capacity across asset
classes as well as recruiting new analysts working on their asset class desks. This reflects the
trend towards ESG integration rather than product development. With limited opportunities
available taking a career view in Scotland can be difficult and Aberdeen Standard Investments
discloses that this has presented a challenge when making senior hires. At a more junior level they
indicate it is easier to recruit due to the strong availability and supply of candidates looking to work
in ESG.
Baillie Gifford has a centralised Governance and Sustainability team that oversees all aspects of
responsible investing. The team is divided into four sub-teams:
1.
2.
3.
4.

Communications
Voting and reporting
Research and engagement
Specialist analysts.

The first Head of Governance was hired at Baillie Gifford in 2000 to produce regular governance
briefing for clients. Baillie Gifford then began to move away from the classic ‘G’ to building up its ‘E’
and ‘S’ capability in 2015. As the Governance and Sustainability began to take shape the headcount
increased from 6 in 2015 to 21 today, representing a 267% increase. It is expected that this figure
could rise to 30 by 2023. The rapid growth in the team at Baillie Gifford reflects the transition of
responsible investing from the niche to the mainstream.
When it comes to recruiting Baillie Gifford note that within the local Scottish market there is a lack
of good quality ESG analysts. To address this gap Baillie Gifford has embarked upon a strategy to
grow its own analysts equipped with skills in sustainability, financial analysis and investment
case presentation. For more senior hires, in line with feedback from Aberdeen Standard
Investments, with limited local talent, Baillie Gifford’s recent recruitment drives have focused
internationally. Although there has been strong interest from candidates from USA and Europe
concerns around Brexit and Scottish independence have posed challenges. Baillie Gifford has a long
term outlook and seeks to employ people looking to commit their career to the organisation.
At Cameron Hume the approach to ESG is highly data driven and fully integrated across the
investment team in an approach that is in contrast to market norm where the credit team consult
the ESG team for investment approval. The investment team at Cameron Hume uses the
quantitative analysis produced by the in-house software and other external sources (MSCI and
issuer’s data) in support of investment decision-making across multiple client portfolios. On a daily
basis the investment team can look at 6,000 global issuers, their fair value curves and pricing,
before overlaying the data with ESG issues to identify suitable fixed income securities.
Kames Capital’s central ESG Research team is “responsible for monitoring and assessing the ESG
approaches, performance of and engagement with investee companies.” The team reviews material
ESG issues associated with the industries and companies in which Kames Capital invests and, with

MAPPING THE RESPONSIBLE INVESTING LANDSCAPE IN SCOTLAND

41

strong relationships with asset-class teams, ensures that material non-financial information can be
incorporated into its investment analysis and decision-making. The ESG Research team seeks to
identify and understand the key ESG risks for relevant companies, industries and sectors.
Their investment process, as outlined in the Responsible Investment Policy, incorporates material
ESG information through various channels:
•
•
•
•
•
•
•

The ESG Research team and asset-class teams share dedicated ESG research and insights
Cross-asset-class meetings take place on key ESG issues, facilitated by the ESG Research
team
The ESG Research team and asset-class teams host shared company meetings
The ESG Research team sources, reviews and shares ESG data and research that its
managers would not receive from traditional research sources
Equity and fixed income holdings are formally screened quarterly against third-party ESG
ratings and review and discuss the outputs
The company engagement and proxy voting processes incorporate the views of analysts,
investment managers, our CIO and the ESG Research team
To support a process of continuous improvement the ESG Research team hosts regular
training and educational sessions with investment managers to ensure all teams are
aligned in integrating material ESG factors into their analysis

At the time of preparing this report Kames Capital ESG had a research team of three.
At Walter Scott and Partners “the responsibility for ESG lies within the centralised Investment

Research team which is supported by the Investment Operations team in a variety of roles
including proxy voting and policies.” Unlike Aberdeen Standard Investments, Baillie Gifford and

Kames Capital, despite considering a company’s ESG factors to be integral to the investment
approach, Walter Scott and Partners does not have a separate ESG team. They contend that ESG
factors are so important in determining the long-term sustainability of a business that “each

member of the Investment Research team has responsibility for understanding a company’s ESG
profile” as opposed to delegating ESG analysis to a separate team.
Since starting more than a decade ago, the approach at Martin Currie has always been that, “in

order to fully integrate ESG analysis, responsibility resides with the individual research specialists
and portfolio managers.” A dedicated Head of Stewardship and ESG has specific responsibility for
overseeing this aspect of the research process.

At Stewart Investors the Sustainable Funds Group investment team has 12 people located in
Edinburgh, London, Singapore and Sydney. With no outsourced engagement team “analysts are

responsible for tracking, monitoring and engaging the management of companies.”

At Dundas Global Investors “each analyst is responsible for the analysis of information collated in
preparation for reviews of both investee companies and prospects.” This includes ESG analysis
which draws on “publicly available information supplemented with data from a third-party ESG
data provider.” ESG criteria are included in “stock research, company engagement, investment
decisions, and portfolio monitoring.” As disclosed in a recent RI Transparency Report for PRI, all
Dundas Global Investors staff are involved in sustainable investment roles although in 2018 a new
member of the Operations team was appointed to take the lead on ESG by implementing the firm's
sustainable investment policy, running the ESG Committee quarterly meetings, and helping to
further integrate ESG into the investment process. ESG now plays an ongoing role in the Dundas
Global Investors team’s professional development and in 2017 an ESG inbox, accessible by all staff,
was established to track all sustainable investing activity. Postings include news and information
from ESG events as well as details of ESG analysis, company engagements and investment
decisions from the investment team.
Finally, Circularity Capital requires all team members to engage with ESG modules within a broader
continual professional development program.
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Use of ESG ratings and labels: Help or Hindrance?
Responsible asset managers use ESG rating information from external parties to inform their
investment decisions. The use of ESG information by asset managers depends on whether they are
pursuing a passive or active investing strategies . Positive/best-in-class screening requires greater
use of ESG rating data as fund managers need to compare ESG performance (i.e. ESG rating, index or
score) among prospective investment stocks. Conversely, exclusionary screening may have less
reliance on ESG data as fund managers can screen out ineligible and controversial companies using
publicly available information. Thematic investing strategies may require more niche data as ESG
data only addresses material issues that can affect the valuation of securities.
There is no sole provider of ESG rating information, indeed there are currently over 100
organisations that produce sustainability research and ratings. The provision of ESG data has
grown in line with the increase in the responsible investing sector. The providers of ESG ratings
information range from NGOs focusing on a single issue to global businesses covering the full
spectrum of ESG issues. With their diversified data types and comprehensive data coverage the
most prominent ESG data providers are Bloomberg, ISS, MSCI and Sustainalytics.
The majority of asset managers augment the information from the ESG data providers with their
own research and due diligence as outlined in the previous section. With all Scottish responsible
asset managers in this report involved in active management this section investigates the extent to
which some of them use data providers to augment their internal efforts. Information in this
section has been drawn from a combination of web research and interviews.
•

Aberforth Partners does not “currently take inputs from any third-party providers of
information on governance and sustainability”. Although potential data sources are
reviewed regularly, “the limited coverage of the smaller companies universe” precludes
Aberforth Partners from using them at present. “Any issues, including those of governance
and sustainability, that materially affect the valuation of an investee company are brought
to the attention of the wider team for collegiate discussion and decision.”

•

Aberdeen Standard Investments use ESG data from several providers (including specialists
on proxy voting, screening and ESG research) as well as broker research by investment
banks for specialist needs (such as climate change). Data from these various sources is then
combined with Aberdeen Standard Investment’s own research inputs to inform investment
decisions.

•

Baillie Gifford conducts extensive in-house research and only uses a limited amount of

third-party data. The Governance and Sustainability team builds in positive selection bias
and a qualitative aspect to the investment selection process.
•

Cadence Investment Partners’ research process “requires not only a detailed analysis of the
business strategy, profitability and market position but also a thorough analysis of
shareholder return policies. This includes an in-depth review of the corporate governance
policies adopted by the company as well as a detailed accounting review of the company in
an effort to identify practices which may detract from long term shareholder returns. In
addition, any social or environmental issues are also addressed.” The process is the same

across all geographies and sectors and it is not known whether external data providers are
used to augment internal research.
•

Cameron Hume considers non-financial data to “ensure issuers respond effectively to
unanticipated challenges and opportunities.” They demonstrate the results of this broader
perspective by using “MSCI’s overall ESG score to corroborate internal assessments of ESG
issues and as an established benchmark for comparison of investment performance.”

•

Dundas Global Partners believe that information accessed solely through data providers is

insufficient to meet its requirements. In 2015/16, Dundas Global Partners worked with the
University of St Andrews to create an ESG ‘tab’ to link into their fundamental analysis
modelling workbook for each investee company. This ESG tab includes factors such as
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social disclosure, human rights policy, remuneration and whether the CEO is homegrown.
•

Edinburgh Partners’ approach requires sector analysts to assume responsibility for
research. This includes the analysis of a company’s financial position using a “standardised
research template” that is supported by more detailed financial models. “Corporate
Governance and SRI assessments form an integral part of the investment process” with
“each investment given a “score” which is considered when arriving at an analyst’s
recommendation.” Analysts present a best and worst case scenario around their central
forecasts and once a research document has been prepared “it is distributed to the rest of the
team and presented at the weekly research meeting.” Only those “stocks that pass this
review process will progress to the Approved Purchase List.”

•

Kames Capital uses external ESG rating information to gain an overall picture of an industry
and to understand how companies in each industry perform in terms of ESG standards. An
in-house team then focuses on detailed analysis of the companies of interest to investment
managers and compares these to the rest of the market. Their investment review team
comprises both sustainability experts and asset managers.

•

Saracen Fund Managers include an “assessment of ESG in the evaluation of all
investments.” Minimum requirements for ESG rankings are set as well as an overall

ranking for each fund. A detailed ESG scorecard, based on Bloomberg data, screens ESG
factors for each investment. The factors are divided into 33 Environmental factors, 15 Social
factors and 37 Governance factors with industry weightings applied to companies. “For

policies the score is a one or zero and for other factors a value is assigned to each score,
which is totalled to provide an individual E, S or G score and they are then equal weighted to
generate an overall ESG score.”
•

Stewart Investors express concerns that highly standardised ESG reports promote “a boxticking analysis of ESG credentials or worse yet, an excuse for inaction.” If these ESG scores
are then used to construct indexes for passive funds it can “encourage the gaming of ESG
reporting without the scrutiny and encouragement provided by engagement from active
managers.”

The increasing availability of ESG data and the use of external ESG ratings has also brought new
challenges to its users, namely:
•

Data consistency and reliability - ESG ratings given by different providers can exhibit low
correlations and conflicting findings due to the lack of consistency in the methodology of
assessing ESG performance and compiling ratings.

•

Over-simplification - ESG rating providers typically follow a ‘one size fits all’ approach. This
is understandable as they are trying to cover a very broad universe. The problem however is
that even companies within the same sector differ in terms of processes, markets they
operate in and maturity. Therefore, it is not feasible to compare them in a standardised
measure, highlighting the risk of focusing on disclosure rather than what companies do in
practice.

•

Outdated information - externally produced ESG ratings are generally quite slow to change,
with company downgrades often lagging the rest of the market.

Conclusion
This section has demonstrated that Scotland has a highly active and engaged responsible investing
sector. In the absence of a clear, consistent and standardised taxonomy Scottish asset managers
have taken varying approaches to interpreting and communicating their responsible investing
strategies. To reconcile the ambiguity and inconsistency that pervades the wider industry each
responsible asset manager, with some leaning heavily on PRI, has developed a proprietary position.
The review of the websites provides a unique insight into the prominence each responsible asset
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manager places on responsible investing.
Reviewing the Scottish responsible investing taxonomy has highlighted the inconsistencies across,
and in some cases within, asset managers. ESG, as expected, is the most common term and some
provide more detail than others as to how they define it and how it integrates into existing
processes. The section has also identified contrasting approaches to responsible investing which
range from those who employ positive screens to those who avoid using negative screens to ensure
their investment universe is maximised. Unsurprisingly as active owners the Scottish responsible
asset management community appears to be committed to stewardship, engagement and voting.
In line with wider market trends impact investing and the SDGs appear to be emerging areas for
Scottish responsible investors. Whilst engagement is still limited to a few these areas can be
expected to grow over the coming years which could represent an opportunity for Scottish
responsible investors.
Finally, this section explored the research capabilities and approach to data. Undoubtedly
responsible investing strategies require a greater depth of research and analysis. The approach to
research varies across Scottish responsible asset managers with a tendency for the larger
organisations to have dedicated teams to support the investment analysts. Responsibility for ESG
research tends to fall within the expanding remit of the individual investment analysts. Similarly
some responsible asset managers invest more than others in terms of external data, though due to
the limitations of the data available additional in-house research is often required to provide the
level of detail and analysis required.
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8. The Scottish Responsible Investing
Market in relation to the UK and Ireland
Responsible Asset Managers and Owners
This section aims to define and measure the responsible investing market in Scotland, assessing
both its size and composition in relation to rUK and Ireland. In the UK, there are currently 338 asset
managers and asset owners registered with the PRI, collectively responsible for £6.7 trillion AUM
and predominantly headquartered in London, as shown in Table 8 below. According to the
Investment Association, under 5% of all UK asset managers were not headquartered in either
London or Scotland, and data from the PRI shows under 10% of responsible asset managers are
headquartered outside London or Scotland.
Table 8 - UK PRI-registered Asset Owners and Asset Managers

UK
London
Scotland

Asset Managers

Asset Owners

Total

283
220 (77.8%)
18 (6.3%)

55
26 (47.3%)
8 (14.5%)

338
246 (72.8%)
26 (7.7%)

Asset managers
According to PRI data, 85.0% of UK responsible asset managers and 52.3% of asset owners
(predominantly pension funds/schemes, excluding family offices and estates) are based in London
while 5.7% of asset managers and 8.0% of asset owners are based in Scotland. Scotland’s presence
within the UK responsible investing industry is roughly in line with its share of the UK population,
but notably higher than any other region outside London.
The collective value of assets managed or owned by PRI members in Scotland is £871 billion. Of
this, 64% is controlled by Aberdeen Standard Investments, 22% by Baillie Gifford and 6% by Walter
Scott & Partners. Aberdeen Standard Investments and Baillie Gifford are ranked as the 6th and 9th
largest PRI-registered managers in the UK respectively by total AUM. These top three asset
managers all have a strong international presence in terms of both clients and investments, though
in the case of Walter Scott & Partners this is largely by virtue of their parent company BNY Mellon.
In comparison, the UK top three responsible asset managers (Legal & General Investment
Management, Insight Investment and Schroders) have collective AUM of £1.9 trillion. 48
The remaining Scottish responsible asset managers, with the exception of Edinburgh Partners and
Martin Currie Investment Management, are much smaller in size and are generally boutique or
specialist investment companies. In February 2020, Franklin Templeton (owner of Edinburgh
Partners) acquired Legg Mason (the parent group of Martin Currie Investment Management at the
time of data collection for this report), with the planned structure of the combined entity uncertain
as of yet 49.

Asset Owners
There are eight registered responsible asset owners in Scotland with assets totaling £191.9 billion.
By far the largest is Scottish Widows, a subsidiary of Lloyds Banking Group, which is responsible
for 79.7% of the total AUM. The second largest, Strathclyde Pension Fund represents 11.5% of the
Figures extracted from Transparency Reports 2019 available at
https://www.unpri.org/signatories/transparency-reports-2019/4506.article
49
Franklin deal for Legg Mason turning heads, Pensions & Investments, https://www.pionline.com/moneymanagement/franklin-deal-legg-mason-turning-heads
48
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market, and Lothian Pension fund accounting for a further 4.9%. Together, these top three represent
96.1% of the market (see Appendix Tables 13 and 14 for a full list of the 26 PRI registered Scottish
based asset managers and asset owners along with their location, affiliation, asset class focus and
AUM).
We note that asset managers affiliated with the PRI do not necessarily manage any explicitly
responsible funds. Membership of the PRI is more related to companies’ willingness to develop
policies regarding responsible investment and report transparently than it is to their level of
practical involvement with funds managed under explicitly ethical or responsible strategies. It
should be noted that fund managers who do not manage any explicitly ethical or responsible funds
may apply certain responsible policies to all of their investments, such as prohibiting child labour.
By contrast, some funds are managed under responsible strategies by managers who are not
affiliated to these initiatives.

Responsible AUM in Scotland
The data obtained from FE shows a total of £9.5 billion of responsible AUM managed in Scotland
and domiciled in the UK (see Table 9 below and Appendix Table 15 for more detail), a figure dwarfed
by the £76.6 billion for rUK and £44.2 billion for Ireland. A further £1.2 billion AUM was managed in
Scotland and domiciled in Ireland (see Appendix, Table 16).
Table 9 – Responsible AUM in Scotland, rUK and Ireland (£ billion)

AUM (£bn)

Scotland

Rest of UK

Ireland

9.5

76.6

44.250

Significant money managed in Scotland may also be domiciled in other territories. These £10.7
billion AUM are managed across 102 responsible investment funds, though it should be noted that
57 of these funds are managed by Aegon Asset Management or its subsidiaries51, which tends to
split funds into separate entities more frequently than other managers. Restricting these duplicates,
such as in the case of separate share classes, leaves a total of 35 distinct funds or ‘true funds’, only
10 of which are managed by Aegon Asset Management.
The discrepancy between Scotland and the rUK is to be expected, given the difference in population,
while Ireland’s impressive total reflects Dublin’s recent rise as an important financial centre. Given
that Investment Association figures show Scotland has 7% of the total UK investment fund AUM
run by members52, its share of 11.2% of the UK’s responsible AUM supports the anecdotal evidence
that Scotland’s investment industry is, proportionally, weighted towards responsible finance.

Responsible AUM in Scotland by Fund Manager
Scottish responsible investment funds are highly concentrated, with FE data showing 99.5% of
AUM controlled by the ‘big 4’ of Aberdeen Standard Investments, Aegon Asset Management,
Stewart Investors and Baillie Gifford, and 89.5% controlled by just Aberdeen Standard Investments,
Aegon Asset Management and Stewart Investors, as shown in Table 10 and Charts 3 & 4. In addition
to the 6 managers identified below, data from Bloomberg showed one other fund manager, Cameron
Hume, which manages a single fund with £52.2m AUM. Including this data would bring the ‘big 4’
dominance down to 99.0% of AUM.

A high proportion of Ireland’s official AUM is in offshore funds
Kames Capital and Aegon/Scottish Equitable are included in totals for Aegon Asset Management
52
Asset Management Survey 2018-2019, The Investment Association,
https://www.theia.org/sites/default/files/2019-09/IMS%20full%20report%202019
50
51
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Table 10 – Responsible AUM by asset manager (£m)
AUM by
manager

AUM
(£m)

Aberdeen
Standard
Aegon
Asset
Management
Baillie Gifford
Martin Currie
Stewart
SVM
TOTAL
Top 4
Top 3

%

5,075.9

47.5%

Number
of
funds
30

Number
of "true
funds"
17

Onshore
AUM
(£m)
5,075.9

Irish
offshore

2,793.5

26.1%

57

9

2,683.2

110.3

1,076.4
29.9
1,688.9
23.6
10,688.2
10,634.7
9,558.3

10.1%
0.3%
15.8%
0.2%
100.0%
99.5%
89.4%

6
1
7
1
102
100
94

3
1
4
1
35
33
30

670.6
29.9
1,050.4
23.6
9,533.6

405.8
0.0
638.5
0.0
1154.6

0.0

Average size of funds (£m)

Chart 3 - Responsible AUM by funds and average "true fund" size
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Chart 4 - Responsible AUM in Scotland by fund manager
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Responsible Investment Over Time
Charts 5 and 6 show the development of responsible investment in the UK since the 1980’s, charting
the AUM in currently-existing funds by their launch year, with Chart 6 focusing on Scotland for
clarity (see Appendix, Table 17 for data). Both charts show an initial wave of responsible investment
in the 1980s, consistent with our qualitative research into the development of the responsible
investment industry, followed by a cooling-off period in the early 1990s. From the late 1990s
onwards, the tables show steady development of the Scottish responsible investment landscape,
with dramatically lower totals from rUK for funds established in the late 2000s, the period covering
the 2008 Global Financial Crisis. The last decade has seen a remarkable rise in responsible
investment in Ireland, with the AUM in Irish funds launched between 2015 and 2019 exceeding that
of rUK. Ireland’s recent growth raises questions as to what steps Scotland might take to replicate
this success.

AUM (£bn)

Chart 5 - UK & Ireland Responsible AUM by fund launch year
70
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50
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30
20
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0

Scotland

Rest of UK

Ireland

AUM (£bn)

Chart 6 - Scotland Responsible AUM by fund launch year
5
4
4
3
3
2
2
1
1
0

Using data from Bloomberg, which offers better longitudinal coverage of AUM than the FE data
used elsewhere in the report, our research found that over the 16-year period from 2004 to 2019, the
aggregate AUM of Scottish responsible funds grew from a modest £194.7 million to around £7.3
billion, implying a compound annual growth rate (CAGR) of 27% per annum, compared to 30% in
rUK, and 24% in Ireland. It should be noted that the figure derived from Bloomberg for responsible
AUM in Ireland appears to be a significant underestimate, from both anecdotal evidence and cross-
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referencing with the FE data. Chart 7 shows the AUM by year in each territory, with Scotland
showing the steadiest growth rates (see Appendix, Table 18 for data). A large recent uptick in rUK
has not been matched in Scotland. It should be noted that there were some inconsistencies between
the point values for current AUM and the most recent time series data, for time series calculations,
data from the time series was used for consistency (see Appendix, Table 19 for details).

Chart 7 - UK & Ireland AUM Over time (Bloomberg)
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Table 11 – Responsible AUM by fund launch date (%)
Scotland
pre-1990

13.8%

Rest of
UK
4.6%

1990s
2000s
2010s

9.7%
18.5%
58.0%

6.1%
15.6%
73.6%

Ireland

0.0%
5.0%
95.0%

0.0%

Bloomberg’s time series data also allows for examination of the closure rate of funds in the three
territories, as shown in Table 12 below, and in further detail in Table 19 in the appendix. Out of 68
funds in total identified for Scotland, 59 were still active at the end of 2019, which suggests a closure
rate of 13%, lower than both Ireland (35%) and rUK (23%). This could be a reflection of the stability
and long-term focus of Scottish asset management, or it might indicate a less rapid growth of new
responsible investing strategies (as Charts 5 and 6, and table 11 show, Scotland has a far higher
percentage of its responsible investment AUM invested in funds launched pre-1990, during the
1990s and during the 2000s). A closer examination suggests that equity focused funds and actively
managed funds tend to have higher attrition rate in general, which makes Scotland’s low closure
rate even more notable given the predominance of these types of funds in the Scottish investment
world.
Table 12 – Closure rates of responsible investment funds
Scotland
13.2%

Rest of U.K.
23.3%

Ireland
35.4%

Total
24.2%

Responsible Investment by Asset Class
Charts 9 and 10 show the AUM in responsible investment funds by asset class, in absolute (Chart 9)
and percentage (Chart 10) terms. In all three territories, equities accounts for a majority of the AUM,
in line with responsible investment worldwide. 73.3% of the AUM from Scottish fund managers is
held in equity-focused funds. Ireland showed a very small proportion of its AUM in mixed asset
funds, possibly due to the classification of Irish multi-asset funds as Alternative Investment Funds
(AIFs).The rUK saw a much wider variety in its asset allocation, no doubt reflecting London’s status

MAPPING THE RESPONSIBLE INVESTING LANDSCAPE IN SCOTLAND

50

as a global financial centre. The higher proportion of fixed-income and mixed asset class
responsible funds in rUK is likely to be due to the prominence of pension fund providers. See
Appendix, Tables 20 and 21 for data.
Chart 9 - UK & Ireland Responsible AUM by asset class and location (£ million)
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Chart 10 - UK & Ireland Responsible AUM by asset class and location (%)
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Responsible Investment by Fund Type
The data also broke down funds by the type of investment vehicle, according to open-ended funds
(OEFs), closed-end funds (CEFs), exchange-traded funds (ETFs) and, in Ireland, ‘offshore funds’. An
open-ended fund is one which allows redemption and issuance of shares at any time. Investors
typically buy shares from the fund itself, and there is no theoretical limit to the number that can be
created. In a closed-end fund, the number of shares is fixed, and so investors must buy them from
existing shareholders. In the UK, OEFs take the form of ‘unit trusts’ or ‘open-ended investment
corporations’, and CEFs are ‘investment trusts’. OEFs typically reflect “true” net asset valu e (NAV)
more accurately, but must generally hold more cash and liquid assets to allow for immediate
redemption of shares, which may contrain them from some responsible investment activities. An
exchange-traded fund is similar to an OEF, but its shares trade directly on an exchange like a stock
or commodity, and there is generally more transparency over the composition of the fund.
Charts 12 and 13 show responsible investment by fund type. In the data, UK funds were classified as
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OEFs, CEFs or ETFs while Irish funds were classified as ETFs or ‘offshore funds’. All of Scotland’s
registered responsible AUM is invested in OEFs, but there may be private investment trusts which
are managed according to responsible investment strategies. See Appendix, Table 22 for data.

Chart 12 - UK & Ireland AUM by Fund Type (%)
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Chart 13 - UK & Ireland AUM by Fund Type (£bn)
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Responsible Investment by Management Style
‘Active’ and ‘passive’ refer to two different investment strategies for building fund portfolios. In
traditional active management, fund managers use their analysis and expertise to pick stocks in a
given area, tracking their performance against a benchmark index, such as the FTSE 100, with the
return above the benchmark being referred to as ‘alpha’. For example, an energy-focused fund
would track its performance against an index of energy stocks. By contrast, passive (or ‘index’)
funds seek to directly replicate the chosen index without exercising fund manager discretion over
the composition of the fund. As a result, they require less expertise and are cheaper to run.
Using data from Bloomberg, the AUM in each territory was divided according to the investment
strategy. All responsible funds in Scotland, and an overwhelming majority of responsible funds in
both rUK (77%) and Ireland (90%) are actively managed (See Appendix, Table 23 for data)
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Interestingly, a large number of Irish passively-managed funds which appeared in the initial
dataset as being responsible were later excluded due to not having an observable connection to
responsible investing – prior to this exclusion, 43% of Irish funds were shown as passivelymanaged.

The Rise of ETFs
Outside Scotland, however, the market is not only made up of traditional open-ended funds. The
global rise of Exchange Traded Funds (ETFs) is hard to ignore, as it is expected to rise to $10 trillion
(£7.5 trillion)53 globally by 2023. In the UK too ETFs have dominated net inflows, led by the likes of
Vanguard, Blackrock and State Street (SPDR) 54 and supported by a compelling argument of lower
fees, transparency and greater trading efficiency for investors. The rise of ETFs also reflects the
recent pronounced shift from active to passive investing.
This trend is expected to continue, with Morningstar recently noting that “the European ETF

marketplace has grown at a rapid pace over the past decade, soaring to about €760 billion of assets
under management by the end of first-quarter 2019 - a more than fourfold increase from €160 billion
at the end of 2009. With consistently positive, upward-trending flows, assets in European ETFs are
well on course to hit €1 trillion by 2020. And at this rate of growth, we anticipate they could reach €2
trillion as soon as 2024.” 55
Despite the recent popularity of ETFs, there are no ETFs in Scotland. By contrast, Ireland has
experienced great success with ETFs and, along with London, is now one of the leading domicile for
ETF listings in Europe across all markets, making it unsurprising to see Ireland experiencing
success with responsible ETFs. This may be due to the lack of an exchange in Scotland on which
they could be listed.

Closed Opportunity? Responsible Trusts in Scotland
Likewise closed-end trusts present another vehicle for investors to invest responsibly. As noted
earlier, Scotland has a long history of managing some of the world’s oldest investment trusts, such
as Alliance Trust and Scottish Mortgage. A number of such trusts continue to be managed by
Scottish asset managers, approximately 13 by Aberdeen Standard Investments, 7 by Baillie Gifford,
and 1 by Martin Currie. Some smaller trusts also continue to be managed by asset managers within
rUK. While not being managed according to explicitly ethical or responsible strategies, the
management of these trusts may follow the wider responsible and ESG activities of each firm.
Meanwhile, according to the Association of Investment Companies (AIC), in rUK there are 25
responsibly focused trusts (Environmental, Renewable Energy), plus one for environmentallyfocused Venture Capital Trusts. Together the market capitalisation of these responsibly focused
investment trusts totals £9.5 billion, compared to a total market capitalisation of £215 billion among
trusts registered with AIC, meaning responsibly focused closed-end trusts make up only 4.4% of the
total.
Responsible strategies such as positive impact funds frequently invest in micro-finance and illiquid
assets, which are less suitable for open-end funds. Consequently any constraints on developing
new investment trusts is an impediment to growing this sector in Scotland. Recently, for example,
the Global Sustainability Trust failed to meet its capital raising target, postponing its initial public
offering.

Global ETF Assets Double to 10 Trillion, City Wire Asia, https://citywireasia.com/news/global-etf-assets-todouble-to-10-trillion/a1105785
54
ETF Issuers, London Stock Exchange Group, https://www.lseg.com/markets-products-and-services/ourmarkets/london-stock-exchange/exchange-traded-funds/issuers
55
Key Trends in the European ETF Market, Morningstar, https://www.morningstar.co.uk/uk/news/198984/4key-trends-in-the-european-etf-market.aspx
53
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Meanwhile the AIC is dissuading asset owners from investing in open-end funds in identified
illiquid and less liquid classes. This may discourage continuing interest in Positive Impact funds.
The AIC’s report entitled ‘Square Peg in a Round Hole’, published in January 2020, states: “Open-

ended funds holding hard to sell assets while also offering frequent redemption are vulnerable to
failure. Serious problems can arise when they cannot raise sufficient cash to meet their redemption
promises. This encourages greater redemption requests, potentially leading to fire sales of assets
and suspensions. This dynamic can lead to fund collapses.” 56

Impact: a positive story?
Positive impact funds are typically grouped into ‘listed’ and ‘unlisted’ categories. Listed means
investing in companies listed on an investment exchange and are generally considered liquid,
albeit this can vary substantially in practice. These are typically invested in by open-end funds,
which face regulatory restrictions (typically a 20% limit) with regards to holding unlisted securities.
Unlisted assets are those traded privately rather than on an exchange and may be referred to as the
‘private market’ or ‘over-the-counter’. Here responsible investing commingles with private equity,
private debt and microfinance. As outlined in section 7 Scotland has an emerging impact
investment sector which is focused on open-end funds rather than closed-end trusts, particularly
relating to the activities of Social Investment Scotland (SIS). However, unlisted private market
activity lies outside the scope of this report.
Scotland currently lacks a Recognised Investment Exchange (RIE) upon which to list ETFs or new
closed-end investment trusts. Scotland closed the Edinburgh (‘Scottish Stock Exchange’) and
Glasgow exchanges and merged them with the London Stock Exchange in 1973. There remains a
gap for an exchange that is actively focused on ethically managed companies and offers a natural
home for new responsible closed-end trusts. Whilst the absence of an exchange does not itself
prohibit ETF providers from basing themselves in Scotland, they have tended to settle around
exchange centres like London and Dublin.
The absence of a local stock exchange may therefore be an impediment to launching ETFs and new
closed-end responsible investment trusts in Scotland. Closed-end offers potential to invest capital
in unlisted Impact and microfinance projects otherwise neglected by open-end funds. Without a
vibrant closed-end sector Scotland may struggle to grow its Impact and microfinance arenas due to
concerns over liquidity in open-end funds. This is compounded by a lack of a domestic bond
market to offer private and listed debt finance.
At the other end of the spectrum, the absence of a Scottish ETF industry misses the opportunity of
capturing mass market flows into responsibly tilted ETFs. This in turn reduces the likelihood of
asset managers managing responsible ETFs.

Results Overview
Our analysis of the Scottish responsible investment landscape at the fund level paints a mixed
picture. As noted, we have identified a total of £10.7 billion AUM managed in Scotland, with £9.5
billion of that UK-domiciled.
Overall, the growth rate of responsible investment over the last 15 years has been impressive.
However, the recent success of Ireland, whose responsible AUM stands at over half that of rUK,
indicates that Scotland could still perhaps be doing more.
In terms of the composition of the Scottish responsible investment market, a few key trends
emerged. Scotland, as a smaller market, has distinct specialties when compared to larger more
diverse markets in rUK and Ireland. Scotland’s sector is notably weighted towards:

Square Peg in a Round Hole, The AIC, https://www.theaic.co.uk/aic/news/press-releases/square-peg-in-around-hole
56

MAPPING THE RESPONSIBLE INVESTING LANDSCAPE IN SCOTLAND

54

Active management: Bloomberg data shows 100% of the funds identified in Scotland
managed under active strategies.
Equities: 73% of the AUM identified through FE was in equity-focused funds, with the
remainder split between mixed asset strategies and fixed income.
Open-ended investment vehicles: all the funds identified through FE were open-ended
funds.
Legacy funds: a greater proportion of Scotland’s responsible investment AUM is in funds
launched before 1990, before 2000 and before 2010 than in both rUK and Ireland.
A few large fund managers: around 99% of the responsible AUM identified was managed by
the ‘big 4’ of Aberdeen Standard, Aegon Asset Management and Stewart investors and
Baillie Gifford, with the former three alone controlling around 90% of the market.
Additionally, the Islamic investment sector accounts for a lower proportion of the responsible
investment AUM than in rUK or Ireland. While Scotland’s overall performance is healthy, its
orientation towards OEFs and active investment could leave it disadvantaged, taking into account
the recent rise in ETFs and passive management. However, overall Scotland’s robust financial
services ecosystem and long history of asset management should allow it to continue as a major
asset management centre.
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9. SWOT Analysis
Our analysis of the Scottish responsible investing market can be summarised in the following table
of strengths, weaknesses, opportunities and threats.
Strengths
•

•
•

•
•

•

Strong ethical investing heritage
through banks, actuarial science and
investment trusts
Skilled workforce at competitive
market rates
Developed asset manager and asset
owner market with well-established
hubs in Edinburgh and Glasgow
Positive support from Scottish
Government, agencies and NGOs
3 global leading asset managers: ASI,
Baillie Gifford and Walter Scott &
Partners
Highly reputable universities that offer
world leading education syllabuses

Opportunities
•

•
•

•

•

•

Existing fund products can be
repurposed to add new responsible
focus
Redefining an expanded taxonomy
broadens investment opportunities
Promoting existing responsible asset
managers and asset owners could
attract domestic and foreign
investment
Revitalising a Scottish Investment
Exchange would provide a foundation
for listing innovative ethical securities
Scottish asset owners could be engaged
to invest directly into positive impact
projects, strategies and microfinance
Scottish Government borrowing powers
could facilitate a green bond economy
through the issue of sovereign green
bonds

Weaknesses
•
•
•
•
•

•

Lack of Scottish ETF industry
Lack of Recognised Investment
Exchange
No responsibly focused closed-end
investment trusts in Scotland
Convoluted taxonomy may discourage
investment
Lack of domestic bond market to
support green and ESG bond public
offerings
Scottish IFA community remote from
and not coordinated around responsible
investing

Threats
•

•

•

•

•

•

Gradual demise of Scottish life
assurance industry is seeing decisions
taken outside Scotland
Gradual transition from asset
management to asset servicing over
last 20 years
Acquisition of asset managers has
moved more ethical decision making
outside Scotland
Lack of coordinated strategy in
Scotland by Government and key
agencies
No robust ecosystem exists between
Fintech and ethical finance
communities
Lack of development in Scottish closedend market
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Report Conclusions

Scotland has a long and respected history in the field of finance. Today its financial services sector
punches above its weight in the international marketplace. As responsible investing emerges from
niche to mainstream there is an opportunity for Scottish asset managers to demonstrate their
commitment to driving profit and purpose by developing leading global products that deliver strong
financial returns at the same time as serving people and the planet.
This report has taken stock of Scotland’s current position in relation to responsible investing
providing a baseline for future comparative analysis. It has done so by analysing and mapping the
taxonomy as well as identifying and measuring the market size. By benchmarking performance
against our near neighbours in the rest of the UK and Ireland the report provides a contextual
framework to understand Scotland’s local competitiveness.
It is clear that Scotland is representative of the sector as whole in that local approaches to defining
responsible investing lack consistency and, in some cases, transparency. Responsible asset
managers in Scotland employ a wide range of terms – often within the same organisation – to
describe funds managed in some manner that considers non-financial return. Taxonomy is an
industry-wide issue and, whilst there are calls for this blurring of terminology to be addressed,
based on the evidence in this report it is difficult to see how a standardised approach could be
developed in Scotland let alone at a UK or global level. A consequence of this is the risk of ongoing
confusion, ‘greenwashing’ and funds being wrongly categorised by data providers.
With 95% of the asset managers analysed in this study signatories to the PRI and the remaining 5 %
adopting related strategies, all 19 managers reviewed are considered to be ‘responsible’. Indeed
some have elevated their commitment to responsible investing to prominent positions in their
public profiles. These managers tend to offer additional transparency and clarity by including
dedicated sections on responsible investing and making relevant policies, reports and articles
available. Whilst recognising that differences in terminology, language and strategies remain these
responsible asset managers deserve credit for thinking through and communicating their positions,
whatever that might be.
At the other end of the spectrum though, it is evident that some asset managers are not
demonstrating their commitment to the responsible investing agenda beyond the minimal level
requirements of the PRI (i.e. a basic policy). That is not to say that these asset managers may not
have fully embraced responsible investing; but from reviewing the information in the public
domain, it is not obvious. It would be our recommendation that such asset managers consider
making more detailed information available on their website and other public-facing publications.
Going forward, reflecting on the size, structure and strategies of the responsible asset managers
analysed in this report it is perhaps utopian to hope that a common approach could be developed in
Scotland. The larger, more established responsible asset managers have been active in the space for
a number of years and, with their approaches deeply embedded, it is unlikely they would have an
appetite to start again. In contrast, some of the boutique managers may have the size, flexibility and
motivation to review and refine their approach to responsible investing. In such cases aligning
with the Investment Association’s Responsible Investing Framework would be a sensible starting
point.
The report has also highlighted a diversity amongst responsible asset managers in their approaches
to positive or negative screening, the use of ESG ratings and thematic or impact investing.
Unsurprisingly, as active owners, there appears to be greater consistency when it comes to
stewardship, engagement and voting.
Whilst the focus has been on 19 asset managers identified as ‘responsible’ the Ethical Finance Hub
would encourage other Scottish-based asset managers to consider signing up to the PRI (or other
relevant initiatives) to strengthen Scotland’s collective position as a hub for responsible investing.
Moving on from the taxonomy the analysis of the Scottish responsible investing landscape at the
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fund level has identified 35 qualifying actively managed, open-ended funds that represent a total of
£10.7 billion AUM managed in Scotland, with £9.5 billion of that UK-domiciled. These funds are
managed by 6 responsible asset managers with 99% concentrated amongst Aegon Asset
Management, Aberdeen Standard Investments, Stewart Investors and Baillie Gifford. The research
has identified a particular strength in equity-focused funds, with 73% of AUM in them, and the
remainder split between mixed asset class and fixed interest.
Responsible investing in Scotland has enjoyed significant growth over the last 15 years (~27.3% per
year since 2004, mostly in climate, impact and ESG funds, with 58% of its £9.5 billion responsible
AUM in funds launched since 2010). However, it still lags behind the rUK (with 74% of its
responsible AUM in funds launched in the past 10 years), though this might be to be expected given
the diversity and scale of London as a financial centre. Perhaps more concerning is the
phenomenal growth in Ireland, which sees 95% of its £44 billion responsible AUM in funds
launched since 2010. this can, in part, be attributed to its innovative policy approach, progressive
regulatory framework and a strong culture for stakeholder collaboration.
While Scotland’s overall performance is healthy, its orientation towards listed equity, actively
managed open-end funds could leave it disadvantaged, particularly in times of market stress, when
passive, bond, multi-asset, ETF or closed-end funds typically perform better. With a reliance on
legacy products there is also a case to be made for product innovation from life assurance
companies and the development of new platforms. However, looking at the picture as a whole
Scotland’s robust financial services ecosystem and long history of asset management should
ensure its continuation as a major asset management centre.
At the time of writing, the Co-vid 19 pandemic has impacted financial markets with an
unprecedented speed and ferocity. It has led to a re-evaluation of many assumptions about the
global economy, such as just-in-time supply chains or reliance on international air travel.
According to Blackrock CEO Larry Fink “when we exit this crisis, the world will be different.

Investors' psychology will change. Business will change. Consumption will change. And we will be
more deeply reliant on our families and each other to stay safe.” Health security will join the
climate emergency as the most pressing global challenges of our generation. With an elevated
social and environmental consciousness shared across all corners of the world, financial
institutions and economic systems must adapt to better serve people and the planet. This paradigm
change can accelerate the mainstreaming of responsible investing and with a strong track-record
in both financial services and climate action Scottish asset managers are well placed to build on
their strong foundations and play a leading role.
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Appendices
Table 13: List of Scottish Responsible Asset Managers
Company name

Location

Asset Class Focus

Aberdeen Standard Investments

Edinburgh

Mixed Asset Classes

Total AUM
(£m)
507,442

Baillie Gifford

Edinburgh

94% Listed Equity

172,306

Walter Scott & Partners

Edinburgh

Mainly Listed Equity

46,019

Kames Capital

Edinburgh

Mixed Asset Classes

37,181

Martin Currie Investment
Management
Edinburgh Partners

Edinburgh

Listed Equity & Hedge Funds

11,738

Edinburgh

100% Listed Equity

6,111

Dalmore Capital

Edinburgh

100% Infrastructure

5,017

Aberforth Partners

Edinburgh

100% Listed Equity

1,971

Dundas Partners

Edinburgh

100% Listed Equity

1,004

Cameron Hume

Edinburgh

100% Fixed Income

597

SVM Asset Management

Edinburgh

Mainly Listed Equity

583

Cadence Investment Partners

Edinburgh

96% Listed Equity

107

Panoramic Growth Equity

Glasgow

100% Private Equity

99

Circularity Capital

Edinburgh

100% Private Equity

61

Pentech*

Edinburgh

N/A

Amati Global Investors*

Edinburgh

Venture Capital & Private
Equity
100% Listed Equity

RM Funds*

Edinburgh

Mixed Asset Classes

N/A

Saracen Fund Managers*

Edinburgh

100% Listed Equity

N/A

Total

790,236

N/A

Notes: asset class focus and AUM are extracted from the asset manager’s PRI Transparency Reports
2019. * indicates that the asset manager/owner became a signatory of UN PRI in December of 2018
or later, AUM is not reported as its UN PRI Transparency Report is not yet available.
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Table 14 - Detail of Scottish Responsible Asset Owners
Asset Owners
Scottish Widows (Lloyds Banking
Group)57
Strathclyde Pension Fund

Edinburgh

PRI

Glasgow

PRI

Lothian Pension Fund

Edinburgh

PRI

North East Scotland Pension Fund

Aberdeen

PRI

Alliance Trust

Dundee

PRI

The University of Edinburgh

Edinburgh

PRI

University of St. Andrews

St. Andrews

PRI

Fidra Wealth Management

North
Berwick

PRI

Mixed Asset
Classes
Mixed Asset
Classes
Mixed Asset
Classes
Mixed Asset
Classes
Mixed Asset
Classes
Mixed Asset
Classes
Mixed
Asset
Classes
Mixed
Classes
Total

Asset

AUM
(£m)
153,000
21,977
9,442
4,140
2,687
571
72
N/A58
200,163

Lloyds Banking Group’s PRI report notes that the AUM figure reported “relates to the investment
funds managed from within the Scottish Widows Insurance division of Lloyds Banking Group. This
is the majority of Investment fund assets in Lloyds Banking Group”
58
Fidra Wealth Management is a recent signatory to the PRI and have yet to submit a transparency
report
57
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Table 15 - List of Scottish Managed Responsible Investment Funds (UK Domiciled)
Fund name (long)

Manager name

Launch
year

Fund
Size(m)

Asset Class

AI Stewardship UK Equity Pn
Acc GTR in GB

Aberdeen
Standard

2019

1,219

Equity

Aegon/Scottish Equitable plc
Ethical Pn GTR in GB

Aegon Asset
Management

1988

692.0

Equity

Stan Life Ethical Pn S1 GTR in
GB

Aberdeen
Standard

1998

664.9

Mixed Asset

AI Stewardship International
Equity Pn Acc GTR in GB

Aberdeen
Standard

2019

654.0

Equity

AI UK Listed Equity Ex Tobacco
Inc TR in GB

Aberdeen
Standard

2018

641.2

Equity

Kames Ethical Equity A Acc in
GB

Aegon Asset
Management

1989

578.0

Equity

Kames Ethical Corporate Bond A
Acc in GB

Aegon Asset
Management

2000

472.0

Fixed
Interest

Kames Ethical Cautious
Managed A Acc in GB

Aegon Asset
Management

2007

430.0

Mixed Asset

Stewart Investors Worldwide
Sustainability B Acc GBP in GB

Stewart

2012

417.3

Equity

ASI Ethical Corporate Bond Ret
Platform 1 Acc in GB

Aberdeen
Standard

2012

396.4

Fixed
Interest

ASI UK Ethical Equity Ret
Platform 1 Acc in GB

Aberdeen
Standard

2012

375.2

Equity

Baillie Gifford Global
Stewardship B Acc in GB

Baillie Gifford

2015

336.1

Equity

Stewart Investors Global
Emerging Markets
Sustainability B GBP Acc in GB
Stewart Investors Global
Emerging Markets
Sustainability B GBP Acc in GB
AI Stewardship Fixed Interest
Pn Acc GTR in GB

Stewart

2005

322.7

Equity

Stewart

2009

310.4

Equity

Aberdeen
Standard

2019

270.9

Fixed
Interest

Baillie Gifford Positive Change B
Acc in GB

Baillie Gifford

2017

236.0

Equity

AI Stewardship UK Equity A Inc
TR in GB

Aberdeen
Standard

2015

201.9

Equity

ASI Europe ex UK Ethical Equity
Ret Platform 1 Acc in GB

Aberdeen
Standard

2012

194.3

Equity

ASI Global Ethical Equity I Acc
in GB

Aberdeen
Standard

1999

143.1

Equity

Baillie Gifford Responsible
Global Equity Income B Inc TR
in GB
Aegon/Scottish Equitable plc
Ethical Managed Pn GTR in GB

Baillie Gifford

2018

84.5

Equity

Aegon Asset
Management

2012

68.3

Mixed Asset

ASI Multi Manager Ethical
Portfolio I Acc in GB

Aberdeen
Standard

2012

63.9

Equity

Aegon/Scottish Equitable plc
Ethical Cautious Pn GTR in GB

Aegon Asset
Management

2010

63.7

Mixed Asset

Stan Life UK Ethical S1 in GB

Aberdeen
Standard

2000

59.0

Equity

Aegon/Scottish Equitable plc
Socially Responsible Equity Pn
B GTR in GB

Aegon Asset
Management

1998

53.1

Equity
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Aegon/Scottish Equitable plc
Ethical in GB

Aegon Asset
Management

1989

46.7

Equity

AI Stewardship International
Equity A Acc in GB

Aberdeen
Standard

2019

44.2

Equity

AI Stewardship UK Equity
Income Pn Acc GTR in GB

Aberdeen
Standard

2019

42.6

Equity

ASI UK Responsible Equity I Acc
in GB

Aberdeen
Standard

2012

40.5

Equity

Aegon/Scottish Equitable plc
Ethical Cautious Acc in GB

Aegon Asset
Management

1998

38.1

Mixed Asset

Aegon/Scottish Equitable plc
Ethical Managed Lifestyle Pn
GTR in GB
Scot Eq Ethical Lifestyle Pn GTR
in GB

Aegon Asset
Management

2012

32.5

Mixed Asset

Aegon Asset
Management

2012

32.5

Equity

Legg Mason IF Martin Currie
Asia Unconstrained A Acc in GB

Martin Currie

2019

29.9

Equity

AI Stewardship UK Equity
Income A Inc TR in GB

Aberdeen
Standard

2015

25.4

Equity

SVM All Europe SRI A in GB

SVM

2006

23.6

Equity

Aviva Kames Ethical Equity Pn
Inet GTR in GB

Aegon Asset
Management

2008

20.1

Equity

Scot Eq Ethical Care Bond Life in
GB

Aegon Asset
Management

1998

18.9

Fixed
Interest

AI Stewardship Fixed Interest A
Inc TR in GB

Aberdeen
Standard

2015

17.2

Fixed
Interest

Aegon/Scottish Equitable plc
Kames Ethical Corporate Bond
Pn GTR in GB
Pru Baillie Gifford Global
Stewardship Pn S3 GTR in GB

Aegon

2007

16.5

Fixed
Interest

Baillie Gifford

2004

14

Equity

Zurich Sterling Kames Ethical
Equity G4 AL Acc in GB

Aegon Asset
Management

2010

11.2

Equity

Scottish Widows Specialist
Global Equity Pension Series 2
GTR in GB
L&G Kames Ethical Equity G21 in
GB

Aberdeen
Standard

2010

8.6

Equity

Aegon Asset
Management

2005

8.3

Equity

Zurich Sterling Kames Ethical
Corporate Bond in GB

Aegon Asset
Management

2007

7.4

Fixed
Interest

Av Kames Ethical Corporate
Bond FPL in GB

Aegon Asset
Management

2006

6.5

Fixed
Interest

L&G Kames Ethical Corporate
Bond 2 in GB

Aegon Asset
Management

2016

6.2

Fixed
Interest

L&G Kames Ethical Corporate
Bond G21 in GB

Aegon Asset
Management

2005

6.2

Fixed
Interest

Phoenix Wealth Kames Ethical
Cautious Managed Pn S4 GTR in
GB
BlackRock Kames Ethical Equity
Pn T GTR in GB

Aegon Asset
Management

2008

6.0

Mixed Asset

Aegon Asset
Management

2005

5.6

Equity

Aegon/Scottish Equitable plc
Aegon Kames Ethical Equity
(BLK)Pn A GTR in GB
Stan Life ASI Ethical Corporate
Bond Pn S4 GTR in GB

Aegon Asset
Management

2002

5.2

Equity

Aberdeen
Standard

2013

4.9

Fixed
Interest

Pru Kames Ethical Equity S5 in
GB

Aegon Asset
Management

2008

4.6

Equity
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OMW Kames Ethical Corporate
Bond in GB

Aegon Asset
Management

2006

4.4

Fixed
Interest

Aegon/Scottish Equitable plc
Kames Ethical Corporate Bond
in GB
OMW Kames Ethical Equity in
GB

Aegon Asset
Management

2007

3.9

Fixed
Interest

Aegon Asset
Management

2006

3.9

Equity

Av Kames Ethical Equity FPL in
GB

Aegon Asset
Management

2006

3.6

Equity

FNW Stan Life UK Ethical in GB

Aberdeen
Standard

2005

3.4

Equity

Aegon/Scottish Equitable plc
Socially Responsible Equity in
GB
Aegon Ethical Managed
(Flexible Target) Pn GTR in GB

Aegon Asset
Management

1998

3.1

Equity

Aegon Asset
Management

2016

2.7

Mixed Asset

Aviva Kames Ethical Equity Inet
in GB

Aegon Asset
Management

2009

3.0

Equity

OMW Kames Ethical Corporate
Bond Pn GTR in GB

Aegon Asset
Management

2006

2.1

Fixed
Interest

OMW Kames Ethical Equity Pn
GTR in GB

Aegon Asset
Management

2006

2.1

Equity

SIP Kames Ethical Cautious
Managed Pn S8 GTR in GB

Aegon Asset
Management

2008

2.0

Mixed Asset

Zurich Sterling Kames Ethical
Cautious Managed in GB

Aegon Asset
Management

2016

2.0

Mixed Asset

L&G Kames Ethical Equity Pn 3
GTR in GB

Aegon Asset
Management

2011

1.9

Equity

L&G Kames Ethical Equity Pn
G25 GTR in GB

Aegon Asset
Management

2006

1.9

Equity

Phoenix Wealth Kames Ethical
Equity Pn S4 GTR in GB

Aegon Asset
Management

2009

1.9

Equity

OMW ASI Global Ethical Equity
in GB

Aberdeen
Standard

2006

1.7

Equity

Pru Kames Ethical Equity Pn Ser
A GTR in GB

Aegon Asset
Management

2008

1.7

Equity

FNW Kames Ethical Corporate
Bond in GB

Aegon Asset
Management

2006

1.6

Fixed
Interest

L&G Kames Ethical Corporate
Bond Pn G25 GTR in GB

Aegon Asset
Management

2006

1.6

Fixed
Interest

Phoenix Wealth Kames Ethical
Equity in GB

Aegon Asset
Management

2010

1.6

Equity

OMW ASI Global Ethical Equity
Pn GTR in GB

Aberdeen
Standard

2006

1.5

Equity

SL Kames Ethical Corporate
Bond S5 in GB

Aegon Asset
Management

2006

1.5

Fixed
Interest

Zurich Kames Ethical Equity Pn
AP Cap GTR in GB

Aegon Asset
Management

2010

1.3

Equity

Zurich Kames Ethical Equity Pn
Inet GTR in GB

Aegon Asset
Management

2006

1.3

Equity

Aegon/Scottish Equitable plc
Aegon Aberdeen Ethical World
Equity Pn GTR in GB
FNW Kames Ethical Cautious
Managed in GB

Aberdeen
Standard

2014

1.1

Equity

Aegon Asset
Management

2007

1.1

Mixed Asset

Phoenix Wealth Kames Ethical
Corporate Bond Pn S4 GTR in GB

Aegon Asset
Management

2008

1.0

Fixed
Interest
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Aegon/Scottish Equitable plc
Aegon Kames Ethical Equity Pn
AOR GTR in GB
Stan Life ASI Ethical Corporate
Bond S2 in GB

Aegon Asset
Management

2014

0.8

Equity

Aberdeen
Standard

2013

0.6

Fixed
Interest

Zurich Kames Ethical Corporate
Bond Pn Inet GTR in GB

Aegon Asset
Management

2007

0.6

Fixed
Interest

HLL Kames Ethical Equity 16 in
GB**

Aegon Asset
Management

2012

0.4

Equity

SIP Kames Ethical Equity Pn S8
GTR in GB

Aegon Asset
Management

2009

0.4

Equity

HLL Kames Ethical Equity Pn 51
GTR in GB**

Aegon Asset
Management

2012

0.2

Equity

AI Stewardship International
Equity Inst Acc in GB

Aberdeen
Standard

2017

0.1

Equity

AI Stewardship UK Equity Inst
Acc in GB

Aberdeen
Standard

2017

0.1

Equity

SIP Aberdeen Ethical World Pn
S6 GTR in GB**

Aberdeen
Standard

2006

0.1

Equity

SIP Aberdeen Ethical World S6
in GB**

Aberdeen
Standard

2006

0.1

Equity

MetLife Aegon Ethical Equity in
GB

Aegon Asset
Management

2009

0.0

Equity

AI Stewardship Fixed Interest
Inst Acc in GB

Aberdeen
Standard

2017

0.0

Fixed
Interest

AI Stewardship UK Equity
Income Inst Acc in GB

Aberdeen
Standard

2017

0.0

Equity

Aegon Interim Retirement
(Ethical Target) Pn GTR in GB

Aegon Asset
Management

2016

0.0

Mixed Asset

Zurich Kames Ethical Equity AL
in GB

Aegon Asset
Management

2009

0.0

Equity

Canlife Stewart Inv Wrldwd
Sustainability Pn GTR in GB

Stewart

2019

0.0

Equity

Table 16 - List of Scottish Managed Responsible Investment Funds (Ireland domiciled)
Long name

Manager
name

Baillie Gifford Worldwide Global
Alpha Choice B Acc USD in GB

Baillie Gifford

Stewart Investors Worldwide
Sustainability I Acc EUR in GB

Launch
year
2012

Fund
Size
(£m)
389.1

Asset Class

Equity

Stewart

2019

319.8

Equity

Stewart Investors Asia Pacific
Sustainability VI Acc EUR in GB

Stewart

2019

186.6

Equity

Stewart Investors Global
Emerging Markets
Sustainability VI Acc EUR in GB
Kames Global Sustainable Equity
B Acc GBP in GB

Stewart

2019

132.1

Equity

Aegon Asset
Management

2016

109.4

Equity

Baillie Gifford Worldwide
Positive Change F Acc USD in GB

Baillie Gifford

2018

16.7

Equity

Utmost Wealth Kames Ethical
Corporate Bond B in GB

Aegon Asset
Management

2007

0.9

Fixed
Interest
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Table 17 - Responsible AUM in Scotland by Fund Launch Year (£m)
Launch Year
1970-1974
1975-1979
1980-1984
1985-1989
1990-1994
1995-1999
2000-2004
2005-2009
2010-2014
2015-2019

Scotland
0.0
0.0
0.0
1,316.7
0.0
921.2
550.2
1,214.3
1,717.2
3,814.0

Rest of
UK
24.6
0.0
1,629.2
1,999.6
427.0
4,430.3
9,550.4
2,828.1
28,657.8
29,562.8

Ireland
0.0
0.0
0.0
0.0
0.0
0.9
636.4
1,539.3
8,955.5
32,480.5

Table 18 - Year by Year Growth of Responsible Funds in Scotland, Rest of the UK, and Ireland (£
billion) (Bloomberg data)
Scotland

Rest of U.K.

Ireland

Total

2004

0.2

1.3

0.3

1.8

2005

0.3

2.3

0.1

2.7

2006

0.3

2.3

0.0

2.7

2007

0.8

3.3

0.0

4.0

2008

0.8

1.9

0.1

2.8

2009

1.0

7.0

0.1

8.1

2010

1.4

7.9

0.3

9.6

2011

1.3

8.2

0.3

9.8

2012

2.2

9.8

1.8

13.7

2013

3.2

13.3

2.5

19.0

2014

3.5

16.3

2.3

22.1

2015

4.1

17.4

2.1

23.5

2016

4.5

18.6

1.9

25.0

2017

5.2

23.6

5.8

34.6

2018

5.4

26.1

6.1

37.6

2019

7.3

48.2

6.9

62.4
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Table 19 – Closure rate of responsible investment funds by category (Bloomberg)
Closure Rates

Scotland

Rest of U.K.

Ireland

Total

13.2%

23.3%

35.4%

24.2%

ESG

12.7%

16.6%

31.1%

18.6%

Environmental

33.3%

39.5%

37.5%

39.2%

0.0%

42.3%

57.1%

45.2%

13.2%

22.7%

37.2%

23.8%

Closed (all)

-

50.0%

-

50.0%

Exchange (all)

-

100.0%

20.0%

27.3%

Alternative

-

-

0.0%

0.0%

Commodity

-

-

-

-

13.6%

27.5%

35.8%

27.3%

7.1%

12.8%

14.3%

12.0%

20.0%

10.3%

72.7%

20.3%

Money Market

-

33.3%

0.0%

25.0%

Real Estate

-

50.0%

0.0%

25.0%

Private Equity

-

0.0%

-

0.0%

13.2%

23.7%

44.1%

25.1%

-

18.8%

14.3%

16.7%

Closure rate by responsible focus

Islamic
Closure rate by fund type
Open (all)

Closure rate by asset class

Equity
Fixed Income
Mixed Allocation

Closure rate by management style
Active
Passive
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Table 20: Responsible Investment by Asset Class (£m)
Scotland

Rest of
UK
9444.7
13939.2
36337.7
7989.4
5408.2
769.0
9.5
1576.2
75473.9

Ireland

Rest of
UK
12.5%
18.5%
48.2%
10.6%
7.2%
1.0%
0.0%
2.1%
100.0%

Ireland

Fund
All UK
Scotland Rest of
type
UK
OEF
64.0
9.5
54.5
CEF
8.6
0.0
8.6
ETF
13.5
0.0
13.5
Offshore
0.0
0.0
0.0
Table 23 - Responsible Investment by Management Style (Bloomberg)

Ireland

Money Market
Mixed Asset
Equity
Fixed Interest
Commodity/Energy
Property
With Profits
Hedge
TOTAL

0.0
1311.3
6981.9
1240.4
0.0
0.0
0.0
0.0
9533.6

2829.4
156.1
30405.5
9712.7
683.3
178.5
0.0
187.0
44152.5

Table 21 - Responsible Investment by Asset Class (% of total)
Scotland
Money Market
Mixed Asset
Equity
Fixed Interest
Commodity/Energy
Property
With Profits
Hedge
TOTAL

0.0%
13.8%
73.2%
13.0%
0.0%
0.0%
0.0%
0.0%
100.0%

6.4%
0.4%
68.9%
22.0%
1.6%
0.4%
0.0%
0.4%
100.0%

Table 22 - Responsible Investment by Fund Type (£ billion)

AUM by
management
style (£bn)
Active
Passive
Total

Scotland

U.K.

0.0
0.0
14.3
29.9

Ireland

Total

7.3

37.5

7.4

52.2

0.00

11.4

0.9

12.2

7.3

48.9

8.3

64.5
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