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Chairman’s message
The first pillar of Liontrust’s strategy is to be
a responsible company and investor, which
shows the importance that the board of
the Company places on sustainability and
stewardship.
Liontrust has a key role to play in supporting
businesses and innovative companies,
working to allocate capital towards positive
outcomes including delivering products and services that benefit the
economy, environment and society.

Alastair Barbour,
Chairman

The Company is committed to environmental, social and governance
(ESG) initiatives, provides the tools to empower all our investment
managers to consider ESG in their decision-making processes and
continues to develop the risk framework to capture and evaluate
environmental and social controversies.
Liontrust also seeks to do our part on climate change, to develop
and promote diversity and inclusion across the business, ensure the
desired work-life balance, health and well-being of our staff and

be a good corporate citizen, such as through supporting financial
education initiatives.
John Ions, Chief Executive of Liontrust, sets out some of the key
achievements the Company has made over the past year. Ensuring
that Liontrust can continue to progress over the years ahead requires
us adding to the Company’s existing resources and expertise.
Emma Howard Boyd CBE has joined the board of Liontrust as a
Non-Executive Director. Among several non-executive and advisory
roles, Emma is Chair of the Environment Agency, an Ex officio board
member of the Department for Environment, Food and Rural Affairs
and interim Chair of the Green Finance Institute.
As part of the recent acquisition of Majedie Asset Management,
Cindy Rose has moved to Liontrust as Head of Responsible
Capitalism and brings expertise to how we drive our sustainability
strategy forward.
This all gives me great confidence that Liontrust can deliver on the first
pillar of the Company’s strategy.

Chief Executive’s message

John Ions, Chief
Executive Officer

Liontrust has continued to make advances in
being a responsible investor and company
over the last year. This report details these
achievements, our compliance with the
FRC’s UK Stewardship Code 2020 and the
priorities for Liontrust over the next year, and I
want to highlight a few areas of significance.

First is the integration of ESG into the processes of our investment
teams other than the Liontrust Sustainable Investment team. We are
still in the early stages of this development, which has included
publishing our Responsible Investment Policy, but we have seen
pleasing progress, especially with the Economic Advantage and
Multi-Asset teams and the fact the Irish-domiciled funds managed by
the Global Fixed Income team comply with SFDR Article 8.
ESG integration will differ between the teams while enhancing their
distinct investment processes. It is essential for investment teams to
be transparent about how ESG is being integrated and its effect on
stock selection and portfolio construction.
This development has been boosted by the acquisition on 1 April
2022 of Majedie Asset Management, which has fully integrated
ESG materiality assessments into its investment processes. Materiality
assessments are the platform on which Majedie examines and considers
ESG related issues – alongside any other risk or opportunity a company
faces – and it discloses what this means for holdings within its funds.
Second is the expansion of engagement and voting across all the
investment teams at Liontrust. In 2021, the teams met 614 companies, 155
of which were met by the Sustainable Investment team. These meetings
covered financial performance and strategy as well as ESG matters, with
468 ESG issues being raised. This engagement has influenced, among
others, companies’ approaches to the energy transition, diversity and
inclusion, remuneration, and the Workforce Disclosure Initiative.

Third, a key objective is to support the goals of the Paris Agreement
in limiting global warming to well below 2 degrees Celsius, and
preferably to 1.5, compared to pre-industrial levels. To this end,
Liontrust is working on being a signatory of the Net Zero Asset
Managers’ initiative in the first half of 2022 and limiting warming to
1.5C in Scope 3 investments, in addition to scrutinising our Scope
1 and 2 emissions that are currently operationally neutral through
offsetting. For example, Liontrust has started disclosing the carbon
emissions of our single strategy equity funds as part of fulfilling
commitments to the Montréal Carbon Pledge.
Fourth, Liontrust has been taking several actions to increase diversity
and inclusion and to continue to raise awareness of the importance
of building a workplace that fosters inclusion and equality for all. This
includes hosting a Women’s Forum Discission on “Breaking the Bias”
in celebration of International Women’s Day, enhancing Liontrust’s
Maternity and Paternity policies, and a Pride Bake Off.
Fifth, as part of our community engagement, Liontrust has extended
the financial education programmes by partnering with 10ticks to
deliver worksheets and new digital maths education to secondary
as well as primary schools across the UK. 10ticks’ Mental Maths,
which is sponsored by Liontrust, is an online resource designed to
help support the instant recall of multiplication and division facts
as well as other maths topics. Overall, the average pupil using
Mental Maths has improved their speed by 33.7% and accuracy
by 35.9%. To the end of March 2022, 2.29 million questions had
been answered by pupils.
While we are pleased with the progress Liontrust is making,
which is demonstrated in this report, we have set ourselves further
targets to reach over the next year and beyond. It is important that
Liontrust continues to make advances each year to ensure we are a
responsible investor and company.
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Introduction
Liontrust takes seriously its stewardship responsibilities and role as a
custodian of client assets. As such, we welcome the 12 Principles set
out in the FRC’s UK Stewardship Code 2020 (“the Code”).

guidelines and the accepted corporate governance standards in
their domestic markets or to explain why they are not doing so.

This report sets out how Liontrust has complied with the Code in
2021 and gives an overview of the policies that guide our activities.
This report also covers our stewardship responsibilities under the
Shareholder Rights Directive II (‘SRD II’).

Liontrust currently participates in the following governance-related
organisations: the Investment Association, the UK Sustainable
Investment & Finance Association (‘UKSIF’), the Institutional
Investor Group on Climate Change (‘IIGCC’) and the 30% Club
Investor Group. Liontrust is a signatory to the United Nations
Principles for Responsible Investment (‘UN PRI’), the CDP (formerly
the Carbon Disclosure Project) and the FRC UK Stewardship
Code. We support the recommendations of the Task Force on
Climate-related Financial Disclosures (‘TCFD’) and the Workforce
Disclosure Initiative (‘WDI’).

We work according to various industry standards and with
organisations and initiatives. We actively participate in industry
debates, promoting the principles of active ownership and responsible
investment. We adopt overseas corporate governance codes that
are consistent with our overall principles. At a minimum, we expect
companies to comply with the United Nations Global Compact

We endeavour to be transparent in our stewardship activities and
to give a true and fair account as to how we are fulfilling our duty
as good stewards for all our stakeholders. This report explains
how we discharged our stewardship activities and outcomes for
2021 on a principle-by-principle approach, as outlined by the
Code.

The FRC defines 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.
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Principle 1 – Signatories’ purpose, investment beliefs, strategy
and culture enable stewardship that creates long-term value
for clients and beneficiaries leading to sustainable benefits
for the economy, the environment and society.
risk within a fund is controlled and monitored in two ways: the
investment process and predetermined risk controls.

Our Purpose
Our purpose is to have positive outcomes for our investors,
stakeholders and society. We aim to achieve this by providing
the environment which enables our fund managers and employees
to flourish, helping our investors achieve their financial goals,
supporting companies in generating sustainable growth, and
empowering and inspiring the wider community.

Investment beliefs
Liontrust takes great pride in our role as active and responsible
investors. We are guardians of our clients’ assets, seeking to
provide positive outcomes so that investors can achieve their
financial goals.
We also have an important role to play in supporting businesses
and working with innovative companies to allocate capital towards
a positive outcome so they can deliver products and services that
benefit the economy and society.
The core of Liontrust’s belief is based on the fact that each investment
team has a robust and distinct investment process. There is no
house view – our fund managers have the freedom to manage
their portfolios according to their own investment processes and
market views without being distracted by other day to day aspects
of running a fund management company.
Our fund managers invest their own money in the funds they
manage, which demonstrates their belief in, and commitment to,
their investment processes and fellow investors. Liontrust ensures
that appropriate and prudent levels of risk are taken to meet the
investment objectives and policies of all our funds. In general,

There are a number of benefits for investors of Liontrust’s focus on
distinct, robust and repeatable investment processes. These include:
• We believe investment processes are vital to long-term
performance and effective risk control.
• Documenting an investment process means investors in our funds
and portfolios know exactly how each team manages their
money.
• Staying true to their documented investment processes helps to
create an in-built risk control for our fund managers, especially
in more challenging environments, by preventing them from
investing in companies and funds for the wrong reasons.
The evidence for this can be seen in the outperformance of our funds
over the long-term against their peer groups and relevant indices. For
example, over five years, 85.7% of Liontrust UK-domiciled funds were
in the first or second quartile of their respective IA sectors (source:
Financial Express, as at 31.03.22, total return, net of fees, income
reinvested, excluding the Liontrust Multi-Asset Funds, most of which do
not have sector benchmarks, and funds in the IA Specialist sector).
This is also demonstrated by the funds performing as investors
would expect in different market environments.
It is also important that Liontrust communicates regularly and clearly
to investors about the performance of the funds and investment
processes and the latest views and insights of the managers.
Evidence of the success of communications is shown by the
engagement we have with investors, including being voted by
financial advisers as the best asset manager for explaining and
conveying our sustainable/ESG strategy, according to SquareMile.
It is recommended that investors hold Liontrust’s funds for the long
term, which we define as five years or more.
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Strategy
Our strategy has six pillars:
1 Be a responsible company and investor.
Asset managers have a key role to play in providing capital to
enable businesses to grow and in helping investors to achieve
their financial objectives. We also have an important role to play
in supporting businesses and innovative companies, working to
allocate capital towards positive outcomes including delivering
products and services that benefit the economy and society.
Liontrust aims to achieve this through the use of active management
and proprietary investment processes to identify companies that
can generate sustained growth and by investing in businesses for
the long term.
We have committed to integrating sustainability appropriately
throughout the business, which includes publishing our Responsible
Investment policy. Each fund management team takes its own
approach to integrating ESG factors into their investment process.
Liontrust is a signatory to the PRI, a UN supported network of
investors, which works to promote sustainable investment through
the incorporation of environmental, social and governance (ESG)
factors into investment decision-making.
We have been working to provide each team with the information
and support needed to allow it to integrate ESG, ensuring its
investment process is enhanced and complemented by this work
rather than imposing a centralised solution.
We are committed to continue our work on achieving the following:
• enhancing our ESG data and analytics for all our investment
strategies
• training our staff in our sustainability
• investing in our company engagement capacity and resourcing
• disclosing how we integrate sustainability in each strategy and
across the company
• increasing our reporting for funds on their ESG and climate
characteristics
• improving our aggregated company reporting
We shall expand on how we are a responsible investor in Principle 7.

3 Expand our distribution and products.
We are seeking to distribute our funds and portfolios to as broad
a client base in the UK and internationally as possible, striving
continually to raise awareness and knowledge of Liontrust and our
funds, widen the number of clients who invest with us, deepen our
relationships with existing investors and increase our assets under
management. We add to our product range when we have the
fund management expertise and there is investor demand.
This benefits investors by helping them to understand the way in
which our funds are managed and how they are likely to perform
in different market environments. This strategy also broadens the
potential solutions we can offer to different types of investors,
helping them to find funds that are most suitable to achieve their
objectives and meet their risk profiles.
4 Acquire and develop talent.
We will continue to recruit fund managers who have excellent
track records, expertise in their respective asset classes and who
use rigorous and repeatable investment processes. We will make
acquisitions that enhance and grow our business. Liontrust is proud of
the people who work at the company and we are investing in their
training, qualifications and development as part of our strategy to retain
talented fund managers, partners and employees. We are seeking
greater diversity across the company as we believe this enhances the
performance of businesses and leads to better decision making.
The quality and performance of our fund management teams is
one of our key potential competitive advantages. We have created
an environment in which fund managers can focus on managing
money and not get distracted by other day to day aspects of
running a business, particularly administration.
5 Enhance the investor experience.
We aim to provide our investors with exceptional service and
support, striving to be as transparent as possible. We communicate
clearly and frequently with our investors, regularly updating them
on the performance of each of our funds and portfolios, the
effectiveness of the investment processes applied to each of our
funds and portfolios and the progress of the business as a whole.
Liontrust is investing in developing our online services and digital
communications to enhance client services.
We deliver regular, clear and appropriate communications to
investors so they receive the latest views and insights from our
fund managers. It is important investors understand that funds are
being managed according to their stated processes and what is the
current market environment.

2 Deliver strong long-term investment performance.
Liontrust focuses only on managing funds and portfolios in which
we have particular expertise and by teams with rigorous and
repeatable investment processes. We believe these processes are
key to delivering strong long-term performance and effective risk
control. Our funds strive to outperform their relevant benchmarks
and the average returns of their respective peer groups over the
medium to long term.

6 Ensure strong operations and infrastructure.
We aspire for excellence in administration, risk management and
corporate governance to ensure we can deliver a first-class service
as the business expands further. We have moved our funds to a
single administrator to secure a solid foundation from which to
support our future expansion and to ensure we and our investors
benefit from efficiencies.

This benefits investors by helping them achieve their financial goals
and for our funds to perform as investors expect during different
market environments. The rigorous investment processes ensure the
way we manage money is predictable and repeatable.

The support provided to our clients, fund managers and the
sales and marketing teams by operations is another key potential
competitive advantage. Having a single Operations function and
fund administrator ensures the fund management and sales and

Liontrust: Financial Reporting Council Stewardship Code compliance report 2021 - 7

marketing divisions have the appropriate tools to be effective,
provides executive management with the performance and risk
monitoring information required to manage the business and
supports the requirements of external stakeholders such as clients,
shareholders and regulators.
Our Culture
We strive for excellence in our products, service and people and
pride ourselves on the quality of our investment teams and the
knowledge and ability of our staff across the business. We seek to
provide first-class service and are transparent about the management
of our funds, portfolios and the business, communicating clearly
and frequently.
We do not follow the herd and value our independence of thought.
Our fund managers have the courage of their convictions, which
are derived from their differentiated and rigorous investment
processes. As a business, Liontrust endeavours to do the right thing
and is decisive, innovative and nimble.
Liontrust is committed to integrating sustainability throughout the
business including being a responsible investor; climate change and
the environment; diversity and inclusion; human rights; and being
a good corporate citizen. Good governance and stewardship,
sustainability and social impact are important in delivering longerterm investment performance. Liontrust believes that a diverse
workforce promotes innovation and growth through independent
thinking and new ideas.

People
Liontrust’s assets are our people. We are proud of the people
who work at Liontrust and we invest in their training, qualifications
and development as part of our strategy to retain talented fund
managers and employees.
Everyone at Liontrust is personally accountable for their commitments,
actions and delivering on their promises. We are responsible for
supporting each other, collaborating and being open to challenge
and debate. All staff have a responsibility to act in the best interests
of investors, shareholders and stakeholders. We seek to uphold the
highest standards of integrity in all of our actions.
We treat all our employees with respect. We are committed to the
development of our people and encourage all our employees to
fulfil their talent and potential. Liontrust recognises the importance of
an appropriate work-life balance, both for the health and welfare
of employees and for the business.
Everyone is encouraged to make decisions. Not every decision will
be right, and we have to be confident enough to recognise when
they are wrong and change them. Many businesses fail because
people don’t make decisions.

Staff engagement survey

79%
Overall response rate was
79%, compared to an
industry average of around
mid- 60s%

74%
Our engagement index
was 74%, sitting 4% above
the norm

We engage with our staff at regular intervals, encourage
active Liontrust equity participation and promote ownership,
accountability and responsibility for their contribution to Liontrust’s
success. In November and December 2021, we undertook our
most recent workforce engagement survey. The overall response
rate was 79%, compared to an industry average of the mid
60s%. Our engagement index was 74%, sitting 4% above the
norm (Liontrust has been compared against a general normative
database of survey responses from over 150 organisations, across
a variety of sectors. All surveys have been conducted within the
last three years). The survey was benchmarked against five pillars
of engagement: Engaging Managers; Employee Voice; Realising
Potential; Organisational Integrity and Compelling Leadership – we
scored above the norm for every pillar.
Liontrust has a Workforce Advisory Committee with representatives
from across the business, including a non-executive director and
one member of the Management Committee. The purpose of this
Committee is to advise the Management Committee and the Board
on issues relating to the workforce, ensuring all colleagues have the
skills, motivation and opportunity to develop and grow.

Diversity and Inclusion
We are seeking greater diversity across the company as we believe
this enhances the performance of businesses and leads to better
decision making, innovation and growth through independent
thinking and new ideas.
Liontrust’s Equal Opportunities and Diversity and Inclusion Policies
outline that all Liontrust employees (temporary and permanent),
partners, contract workers and job applicants are treated fairly
and are offered equal opportunity in selection, training, career
development, promotion and remuneration.
The Liontrust Asset Management PLC Board regularly reviews the
gender split across the company and has asked management
to address the issue of underrepresentation of women in senior
management. Liontrust has improved the diversity of the Board over
the last few years. Three of our eight Board directors are female, as
are three of our six non-executive directors. We will continue to work
to ensure the composition of the Board and the workforce as a whole
are representative of wider society.
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As part of the Executive Directors’ strategic objectives, there is
a commitment to gender-balanced shortlists of candidates at the
beginning of a recruitment process. Senior management have been
working to put in place the strategies, policy and culture changes
required to address the gender balance and gap at Liontrust and
we have seen a 5% swing towards women over the last year
(2020 to 2021 financial year).
Liontrust will continue to make progress in our recruitment practices
and development of a pipeline of talented and diverse employees
through both an internship programme and through coaching and
mentoring.
Liontrust’s Diversity and Inclusion Committee, chaired by our COO,
provides feedback and recommendations to the Management
Committee, Nomination Committee and the Liontrust Asset
Management PLC Board.

Liontrust is operationally carbon neutral by offsetting its Scope 1
and 2 market-based emissions, supporting projects to provide clean
water access for families in Laos and solar cooking for refugee
families in Chad.
Liontrust is committed to support the goal of net zero greenhouse
gas emissions by 2050 or sooner in line with global efforts to limit
warming to 1.5C in Scope 3 investments.
A company’s greenhouse gas emissions are classified into three
scopes. Scope 1 are direct emissions from company owned and
controlled resources. Scope 2 are indirect emissions from the
generation of purchased energy. Scope 3 are all indirect emissions
– not included in scope 2 – that occur in the value chain. In
Liontrust’s case, Scope 3 includes emissions from companies that
we have invested in.

The purpose of the Committee is to look at the challenges and
opportunities around the following topics:
• Preventing and eliminating discrimination, including unconscious
bias
• Raising awareness of the importance and benefits of diversity
enhancing our culture and innovation
• Ensuring policies and procedures promote diversity across the
company increasing awareness through training, mentoring and
coaching
• Highlighting changes required to promote diversity
• Attracting people from diverse backgrounds to join Liontrust and
the asset management industry in general

Be a Good Corporate Citizen
There are three key objectives that we are aiming to achieve
through the Liontrust Community Engagement programme:
• Raise financial awareness and literacy throughout society
• Provide opportunities for vulnerable children and young people
• Wildlife conservation
As part of the Liontrust Community Engagement programme, we
are working with:
• Newcastle United Foundation
• 10ticks
• Zoological Society of London Zoo

The Committee meets monthly as we work to make progress across
this important area. This will form part of the overall diversity strategy.
Liontrust has been taking a number of actions to increase diversity
and inclusion and to continue to raise awareness of the importance
of building a workplace that fosters inclusion and equality for all.
Corporate Sustainability
In addition to being a responsible company and investor and
our commitment to greater diversity and inclusion, the climate
crisis and community engagement are core parts of our corporate
sustainability.

• Tusk
• The Purpose Coalition on a Levelling Up Impact report
The 2021/2022 Liontrust Asset Management Plc’s Report and
Accounts and Financial Statements will be published following
our March year end and this will expand further on the above
commitments.

Do Our Part on the Climate Crisis
Liontrust supports the goals of the Paris Agreement to limit global
warming to well below 2 degrees Celsius, and preferably to 1.5,
compared to pre-industrial levels.
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Principle 2 – Governance resources and incentives – Signatories’
governance, resources and incentives support stewardship.
Governance Framework
The Chief Executive is formally responsible for ESG and Sustainability
throughout Liontrust. The Board regularly discusses ESG matters,
including the climate crisis and diversity at Board meetings and
addresses specific issues if they arise. The Board is responsible for
Liontrust’s corporate obligations, including our commitment to the
United Nations Principles for Responsible Investment (‘UN PRI’) and
the other commitments we have made on ESG issues such as the
Taskforce on Climate-related Financial Disclosures (‘TCFD’).
Emma Howard Boyd has been appointed a Non-Executive Director
of Liontrust Asset Management Plc. Emma has been Chair of the
Environment Agency since 2016 and she has extensive ESG
expertise within asset management. Her insights in this area help
align the firm’s sustainability strategy with best practices. Day to day
accountability for sustainability lies with the Management Committee.

In 2020, Liontrust established a Sustainability and Stewardship Committee
(SSC), a subcommittee of the Management Committee and supported
by the Sustainability and Stewardship Working Group, to drive the
adoption of sustainability throughout the business, support the company in
overseeing and monitoring policies and procedures and to address any
issues as they arise. The SSC also approves the engagement strategy,
changes to Liontrust’s custom voting framework and decisions to sign up to
any sustainability initiatives or campaigns. The ESG Regulation Working
Group was also established in 2020 to ensure our applicable funds were
best placed to comply with the Sustainable Finance Disclosure Regulation
(‘SFDR’), Autorité des Marchés Financiers (AMF) Disclosures and other
regulatory requirements. The Portfolio Risk Committee is working to
integrate further ESG investment risk analysis into the day to day monitoring
processes of Liontrust’s funds. The Risk team is integrating climate models
into the capital stress-testing processes used by the Board.

Board of Directors

Chief Executive

Ownership and oversight of sustainability approach and policies

Day-to-day accountability for sustainability

Audit and Risk
Committee
Meets 4/5 times per year

- Financial reporting, risk and internal controls
- Oversees the assessment and management of
ESG issues and risks, including those related to
environmental legislation and regulation, climate
change, governance and compliance and
reputation

Management
Committee
Meets 12~ times
per year

- Employee incentives and remuneration
- Oversees the implementation of fair remuneration
for employees
Nominations Committee
Meets 3+ times per year

- Human rights and employment legislation

- Assessment of operational risks, including cyber security
and people risks

- Oversees the approach to tax policy and strategy
- Director and senior management remuneration
and Group remuneration structure

- Assisting the Chief Executive in setting the Group’s
strategy, including its sustainability aspects
- Assessment of regulatory and compliance risks, including
financial crime and bribery

- Oversees the group risk frameworks, including the
integration of ESG factors

Remuneration Committee
Meets 3+ times per year

Sustainability responsibilities include:

- Review of incident management, business continuity and
disaster recovery plans
- Implementation and management of the Responsible
Sustainability
Investment Policy and the Group’s other Sustainability
and Stewardship
related policies such as the Environmental Policy and the
Committee “SSC”
Corporate Social Responsibility Policy
- Approval of the Group’s voting and engagement policies

- Diversity and composition of the Board

- Compliance of the Group with applicable ESG regulation
(eg. Modern Slavery Act)

- Diversity and recruitment policies of the Group
- HR policies

- Approving new collective ESG initiatives
SSC Working
Group
Meets 6-8 times
per year

Sustainability responsibilities to include supporting the SSC
in the:
- Assessment and management of tools used to assess ESG
risks and opportunities
- Development of voting and engagement plans
- Drafting reports to adhere to ESG Initiative commitments
such as UN PRI, CDP reports, the FRC Stewardship
Code, Sustainability report and other ESG regulatory
requirements such as TCFD

Portfolio Risk
Committee
Meets 12+ times
per year

Oversees the Group’s investment risk management
framework
- Due diligence of integration of ESG factors in the Group’s
investment processes
- Assessment and management of ESG investment risks and
opportunities in the portfolio
- Compliance and oversight with applicable ESG
regulation in the portfolio

ESG Regulation
Working Group
Meets 12+ times
per year
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Oversees compliance of ESG regulatory requirements,
such as Sustainable Finance Disclosure Regulation (SFDR),
Shareholders Rights Directive II (SRDII) and EU Taxonomy
regulation

To ensure we are sufficiently resourced to discharge these
responsibilities and a positive message is embedded across the
company, it is imperative that the correct people are involved
in decision-making and co-ordination of the requirements. The
composition of the main ESG committees are as follows:
Sustainability & Stewardship Committee is represented by the
following members:
John Ions
Chair*

Chief Executive Officer

Vinay Abrol

Chief Financial Officer/Chief Operating Officer

Edward Catton

Chief Risk Officer

Simon Hildrey

Chief Marketing Officer

Peter Michaelis

Head of Sustainable Investment team

Sinead Lennon

Head of Governance & Stewardship

Cindy Rose

Head of Responsible Capitalism

Sustainability & Stewardship Working Group is represented by the
following members:

Sinead Lennon
Co-Chair

Jenny Young

Regulatory Change Lead

Martin Kearney

Chief Compliance Officer

Edward Catton

Chief Risk Officer

Clare Prince

Head of Product

Alex Faye

Product Development Manager

Sinead Lennon

Head of Governance & Stewardship

Liontrust has a centralised Governance and Stewardship team, for
which a Stewardship Manager was hired to drive a centralised
engagement strategy for all its investment teams excluding the
Sustainable Investment team. The team supports the investment
teams by producing ESG reports, climate and controversy reports
and has oversight and co-ordination of the implementation of
Liontrust’s Corporate Governance and Voting Framework.

*Cindy Rose, Head of Responsible Capitalism to Chair this
committee following the Majedie acquisition on the 1st April 2022.
John Ions will remain as a member of this committee.

Edward Catton
Chair

ESG Regulation Working Group is represented by the following
members:

Chief Risk Officer
Head of Governance & Stewardship

Simon Hildrey

Chief Marketing Officer

Mike Appleby

Investment Manager – Sustainable Investment team

Harriet Parker

Investment Manager – Sustainable Investment team

Natalie Bell

Stewardship Manager

Jenny Young

Regulatory Change Lead

Louis Stevens

Head of Sales – Sustainable Investment funds

Katie O’Brien

Deputy Company Secretary

Jen Causton

Investment Manager – Multi-Asset team

Cindy Rose*

Head of Responsible Capitalism

Liontrust’s clients benefit from the experience of our Sustainable
Investment team, which has been managing fully integrated
sustainable investment funds since 2001. We can leverage and
apply the lessons learnt by the team from more than 21 years
of investing sustainably in an appropriate manner to augment the
existing, clearly defined investment processes for the other five
Liontrust investment teams.
The Sustainable Investment team has a four-strong external Advisory
Committee to provide an extra layer of expertise in key areas of
social and environmental impact. The Committee’s members are
Tony Greenham, Tim Jackson, Valborg Lie and Ivana Gazibara.
The Sustainable Investment team meets the Advisory Committee
three times a year.

*Cindy Rose, Head of Responsible Capitalism to join this committee
following the Majedie acquisition on the 1st April 2022.

Liontrust: Financial Reporting Council Stewardship Code compliance report 2021 - 11

Liontrust encourages staff to develop their understanding and
knowledge in all areas of sustainability, with recent examples
including supporting staff in gaining CFA ESG certificates and
post-graduate qualifications in corporate governance, international
ethics and Sustainability. Liontrust also encourages staff to attend
relevant conferences (in 2021 these were mostly virtual) such as
those arranged by the PRI, Responsible Investor and the UKSIF.
Throughout the year, Liontrust arranged training sessions with our
investment teams on additional services acquired from MSCI ESG
Manager, mainly Climate Value at Risk modules. Training from ISS
Proxy Advisor on corporate governance best practice. Carbon
Tracker also provided a series of training sessions to fund managers
over the year as we aimed to improve the ability of our teams to
understand the impact of the transition on their investee companies.
Carbon Tracker delivered training to the Liontrust Board on climate
change in 2022.
The Governance & Stewardship team present to the Sales team
and RFP team on recent responsible investment trends and issues to
further enhance the understanding of responsible investing across
the business.
Liontrust is committed to ESG initiatives and providing the tools and
training to empower our investment managers to consider ESG risks
and opportunities in their decision-making processes.
Liontrust utilises the following ESG providers, tools and technology
to enable us to carry out our stewardship activities:
• All investment teams, except for the Multi-Asset team, have
access to MSCI ESG Manager for individual ESG company
ratings, portfolio ESG ratings versus the relevant benchmark,
portfolio Carbon Analytics reports versus the relevant benchmark,
controversy data for underlying holdings and Climate Value at
Risk reports where the data is covered.
• To implement our voting activities, ISS Proxy Advisors receives
best market practice guidance research and adopts additional
research that incorporates Liontrust custom voting policies.

• Liontrust investment teams have access to third party research
and publications from a variety of sources, some of which covers
ESG research.
• Liontrust uses several well-regarded systems including Eze,
Bloomberg, Factset and Style Research as technology enablers,
integrating ESG data where possible and appropriate. The
investment teams take an individual approach as to what systems
best suit their processes.
In 2021, Liontrust built a bespoke platform for recording
engagement activities and outcomes. This aids enhanced reporting
for clients and allows investment teams to assign engagement
activities to individuals. During the year, the Sustainable Investment
team and the Stewardship Manager piloted the platform to ensure
functionality. In 2022, all fund managers will be encouraged to use
the system to track their engagements with companies and identify
if any ESG matters were discussed.
The Remuneration Committee has set several explicit sustainability
and diversity goals as part of the remuneration and performance
targets for the Executive Directors. Further details of these and a
review of the targets are provided in Liontrust Asset Management
PLC’s Annual Report and Financial Statements 2021.
Investment management teams are remunerated based on the
revenues from the assets they manage. Individuals within each team
are allocated a proportion of revenue based upon their objectives
and responsibilities, which in some cases include specific ESG roles.
For other members of staff, there may be sustainable objectives
and responsibilities included in their day-to-day roles that are
linked to the official performance review and which are part of the
remuneration process.
As part of the recent acquisition of Majedie Asset Management,
Cindy Rose has moved to Liontrust as Head of Responsible
Capitalism and will bring further expertise to how we drive our
strategy forward.

• The Sustainable Investment team utilises the services of Ethical
Screening and Impact Cubed as additional resources to enable the
team to comply with its robust investment process and screening.
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Principle 3 – Conflicts of interest – Signatories manage
conflicts of interest to put the best interest of clients and
beneficiaries first.
Liontrust manages assets on behalf of a broad range of clients
including pension plans, endowments, foundations, charities, wealth
managers, insurers and other financial institutions around the world
and individual investors in the UK. An important part of our fiduciary
duty to our clients is to provide the investment solutions that help
protect and enhance the long-term value of our clients’ assets.
Liontrust is focused on assessing the quality of management, board
leadership and standards of operational excellence – in aggregate,
corporate governance – at the public companies in which we
invest on behalf of our clients. We see this responsibility as part of
our fiduciary duty, through which we contribute to creating a better
financial future for our clients. For those clients who have given us
authority, we vote in accordance with the relevant Liontrust custom
voting guidelines, taking into consideration a company’s specific
circumstances. Votes are cast to achieve an outcome that, in the
professional judgment of Liontrust, is most consistent with our clients’
long-term economic interests.
Liontrust has taken appropriate steps to mitigate perceived or
potential conflicts of interest that are recorded on the Company’s
conflict of interest register. Neither the fund managers nor the
central Governance and the Stewardship team will be influenced
by potential conflict scenarios and they will act independently in
the best interest of our clients. Sources of perceived or potential
conflicts of interest include:
• Liontrust clients who may be issuers of securities or proponents of
shareholder resolutions;
• Liontrust business partners or third parties who may be issuers of
securities or proponents of shareholder resolutions;
• Liontrust employees who may sit on the boards of public companies
held in funds and other fiduciary accounts managed by Liontrust;
• Significant Liontrust Asset Management Plc shareholders who may
be issuers of securities held in funds and other fiduciary accounts
managed by Liontrust;
• Securities of Liontrust Asset Management Plc or Liontrust funds held
in funds and other fiduciary accounts managed by Liontrust;
• Liontrust Board members who serve as senior executives of public
companies held in funds; and
• Other fiduciary accounts managed by Liontrust.
All staff are required to undertake annual Conflict of Interest training.
If there is a material change in the policy, staff must attest that they
understand and agree with the policy.
Liontrust’s Conflict of Interest Policy is available on our website;
https://www.liontrust.co.uk/investor-relations/governance

There are several client relationship conflicts, but all relevant
individuals know of the relevant conflicts and are aware that either
the fund managers or central Governance and Stewardship team
will not be influenced in their stewardship activities and that we
endeavour to act independently in the best interests of our clients.
The Chair of Liontrust is a Non-Executive Director (NED) on the board
of one of our holdings. His interest is registered on our compliance
register and is known by our Governance and Stewardship team.
The Chair is aware of our conflicts of interest policy. During the
year, a newly appointed NED disclosed the potential conflict on
sitting on the board of another company held by Liontrust.
Several of the companies we invest in also provide Liontrust with
services. The choice of, and management of these relationships, is
segregated from the investment team responsible for the holding.

Inside information
Liontrust has strict controls around the receipt and sharing of inside
information. As a listed company, Liontrust Asset Management
Plc operates an Insider List maintained by our Compliance team,
which is in accordance with our Insider List Policy. In relation to
the Funds, where possible fund managers will not be made inside
during the day-to-day management of the funds, but for some
teams where smaller companies are held it is often necessary.
The Compliance team operates as a gatekeeper for all market
soundings following strict processes documented in the Market
Conduct Policy and related procedures. When fund managers are
made inside, pre-trade restrictions are added immediately to the
Order/Trade Management and Personal Account Dealing systems.
The Compliance team confirms with the fund managers once the
information is made public before removing the restrictions.
There are occasions when Liontrust is made inside inadvertently
during discussions with companies and in these instances the same
restriction and documentation process is followed. Where it is
unclear as to whether the information disclosed is considered inside
information, we err on the side of caution and restrict the company
until we can clarify further.
Front Office staff receive regular training and guidance on the
market sounding and inside information process and regulations.
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Principle 4 – Promoting well-functioning markets – Signatories
identify and respond to market-wide and systemic risks to
promote a well-functioning financial system.
Investors have a responsibility to play a central role in addressing
risks that affect financial markets and working with others to improve
how markets function.

risk planning for Liontrust, which will incorporate climate change
into our risk framework as we improve our understanding of how
climate change will impact us and our investments.

To ensure that Liontrust regularly reviews and monitors all the
potential areas of market wide risk and systemic risks to the
business, we have implemented a risk framework. This allows the
Board to be kept fully informed of potential risks to the business and
how these risks would impact Liontrust.

Liontrust will report on our progress on physical and transitional
climate risks in our TCFD report in Q3 2022.

Each Liontrust Department is tasked with oversight of its business
area and with monitoring the industry and market impacts in its
area. The Compliance and Risk functions provide further assistance,
monitoring regulatory, legal or industry news and horizon scanning
for potential issues.

Covid-19
As well as serious implications for health, Covid-19 (coronavirus)
has had a significant impact on businesses, the economy and
society.

There are two main elements to capturing and reviewing risk within
Liontrust: the Enterprise Risk Management (ERM) Risk Profile and
the Internal Capital Adequacy Assessment Process (“ICAAP”). The
ERM Risk Profile is compiled by conducting Risk and Control SelfAssessments (RCSAs) to create the ERM Risk Register, which is a
register of risks from across the business, their controls and an
assessment of their likelihood and potential impacts. The ERM Risk
Profile and the most material risks from the Risk Register go to the
Board regularly for review.
We actively engage with the Investment Association on many key
initiatives to ensure a fair and even field for market participants and
prudent controls to promote resilience.

Climate change
Liontrust is committed to addressing environmental and climate-related
risks and opportunities through a comprehensive approach that
encompasses all aspects of our business. We support the Task Force
on Climate-related Financial Disclosures (TCFD) recommendations,
not only as a means of gaining better transparency on climaterelated risks to investments but also as part of a wider movement to
limit global warming to well below 2 degrees Celsius. The Board
regularly discusses the potential impact of climate change on our
business and our future strategy, in particular the impact on our ability
to deliver long-term superior performance.

As the pandemic risk started growing in early 2020, Liontrust’s
horizon scanning promptly triggered the risk function to re-affirm
Liontrust’s business continuity plans. As the risk grew, the business
proactively enhanced its remote working capabilities, shifted paper
processes securely online and verified that departments could
effectively and collaboratively operate remotely. As a result of
planning and the inherent resilience in Liontrust’s processes, when
subsequent lockdowns were implemented, they had negligible
impact on operations, continuing to support stable market and
service clients.
During 2021, as the pandemic environment changed, Liontrust
responded to the needs of staff, clients and the market by safely
returning to the office and resuming face to face meetings while
remaining poised to return to full lockdown measures with no
interruption.

We continue to work on integrating climate risk into our group risk
frameworks. We have introduced various scenarios into our internal
capital adequacy assessment program to simulate the impact of
climate change on our prudential modelling.

Russia-Ukraine conflict
Russia’s invasion of Ukraine in early 2022 has had global
ramifications. The Liontrust fund most vulnerable to the crisis has
been the Russia Fund. The invasion triggered sanctions on Russia
and retaliatory actions against foreign investors in Russia. This
caused significant volatility in certain financial and commodities
markets worldwide and restricted the ability to trade and value
assets relating to Russian companies. The Russia Fund was
suspended because of these effects and Liontrust has been
working with its partners and stakeholders to resume trading in
the fund as soon as sanctions and market conditions permit. The
decision was made by Liontrust in agreement with the depositary
and with the knowledge of our regulator, the Financial Conduct
Authority.

The investment risk team is working with MSCI to automate the
analysis of climate risk on our portfolios and report these to the
fund management teams and the governance committees in a
consistent manner. We are also looking to improve our long-term

Liontrust has waived the Annual Management Charge (AMC) and
Administration Fee for the Russia Fund for the whole duration in
which dealing in the Fund is suspended. As such, holders of the
Russia Fund will not pay the Ongoing Charges Figure (OCF), which
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includes the AMC and Administration Fee, for any of the share
classes in the Fund until dealing is resumed.
Economic sanctions and the repercussions from the conflict will
likely impact companies globally across a variety of sectors,
including energy, financial services and defence, among others.
Consequently, the performance of all funds, not just the Russia
fund, may also be impacted negatively, even if they have no direct
exposure to the regions involved in the conflict. The conflict has
also resulted in significantly higher risks of cyberattacks, which are
being monitored.
We continue to consider the impact of these scenarios and any other
emerging risks in our business decisions as well as in our capital
planning. Liontrust is well capitalised and positioned to weather
these changes and take advantage of the opportunities arising.
All our investment teams consider the investment risks and
opportunities that arise because of long-term trends with respect
to their portfolios. The investment teams regularly write articles on
these and they are available on our website: www.liontrust.co.uk/
fund-manager-views.

Industry-wide initiatives and working groups
Liontrust and its employees are actively involved in industry-wide
initiatives and working groups to promote well-functioning markets.
During the year, Liontrust:
• Became a supporter to the Montreal Carbon Pledge;
• Endorsed the 2021 Global Investor Statement to Governments
on the Climate Crisis;
• Endorsed the Global Investor Statement in support of an effective,
fair and equitable global response to Covid-19;

Liontrust Consultations
Liontrust was involved in the Investment Association’s response
to the Business, Energy and Industrial Strategy (BEIS) consultation
on Restoring Trust in Audit and Corporate Governance. This very
important consultation has a great potential impact, especially on
small cap companies. While many of the Investment Association’s
members were supportive of a blanket approach for all Premium
Listed companies, we raised concerns that this might be overly
burdensome for those with a premium listing and a small market cap.
Liontrust participated in a meeting organised by the Investment
Association with the FCA on CP21/24: Diversity and Inclusion
on Company Boards and Executive Committees. In this roundtable
we supported the intention of raising the bar on gender diversity
but questioned the approach of raising the bar to the same
level for all listed companies regardless of size, since the larger
capitalisation companies had already been given several years
to reach 33% female representation on their boards while others
had not had that expectation.
Liontrust participated in the Investment Association’s response to
the FCA’s Discussion Paper (DP21/4) on Sustainability Disclosure
Requirements and investment labels. Given the importance of
ensuring the appropriate levels of transparency and building
consumer confidence and trust in financial products with
sustainability credentials, this will be a key piece of legislation
for UK financial services. Leveraging experience of implementing
the EU’s Sustainable Finance Disclosure Regulation in Q1 2021,
Liontrust provided feedback on the scope, proposed classifications
and labelling, Taxonomy reliance and data. Liontrust supports the
FCA’s work towards supporting the transition to a net-zero economy
and more sustainable future and will continue to engage on this
topic once the consultation is published.

• Supported the CDP Non-Disclosure and Science Based Target
(SBT) Campaigns; and
• Supported the Workforce Disclosure Initiative (WDI) to encourage
target companies to report on their human capital management
metrics.
Liontrust intends to become a signatory to the Net Zero Asset Manager
Initiative in Q2 2022. Liontrust became a member of the Institutional
Investor Group on Climate Change (IIGCC) in 2022 to enhance our
understanding in setting robust climate reduction targets.
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• Investment Association MiFID II Distributor Oversight Working Group
• Investment Association Assessment of Value Working Group
Industry-wide initiatives
Liontrust will continue to assess industry-wide initiatives that align
with our values and purpose. A full list of initiatives in which the
company participates is available in the Appendix.
Liontrust Investment Partners LLP:
• United Nations Principles for Responsible Investment (PRI) –
Signatory
• Financial Reporting Council (FRC) Stewardship Code – Signatory
• Institutional Investor Group on Climate Change (IIGCC) –
Member
• Montreal Carbon Pledge – Signatory
• 30% Club Investor Group – Member of the Investor Group
• Workforce Disclosure Initiative (WDI) – Supporters
• CDP (formally known as Carbon Disclosure Project) – Signatories,
data on carbon emissions, water and deforestation

• Investment Association International and European Policy
Committee
• Investment Association Fixed Income Committee
• Investment Association Investment Risk Committee
• Investment Association Investment Funds Committee
• Investment Association Product Development and Regulation
Committee
• Investment Association Investment Operations Committee
• Investment Association Sectors Committee
• Investment Association Stewardship Reporting Working Group
• Investment Association Investor Communications Working Group
• Investment Association Retail Marketing Committee
• PRI SDG and Active Ownership Committee
• PRI Investor Working Group on the Just Transition
• 30% Club Investor Group

• UK Sustainable Investment and Finance Association (UKSIF) –
Signatory

• Access to Nutrition Index

Liontrust Asset Management Plc:
• Investment Association – Member

Discussion forums include:
• Corporate Governance Forum

• Modern Slavery Act 2015 – Publish a statement on our website

• Women’s Product Forum run by the Wisdom Council

• Taskforce on Climate-Related Financial Disclosure (TCFD) –
Supporters

• Diversity Project

In Principle 6, we outline how Liontrust continues to promote
responsible investment.

Liontrust’s employees are active in industry-wide initiatives and
working groups that include:
• Investment Association Buyside Trading Committee

An example of how Liontrust promote well-functioning markets
Liontrust has worked with several other market participants over
the past year to create a new Sustainable Trading membership
group that is dedicated to transforming environmental, social and
governance (ESG) practices within the financial markets trading
industry. Sustainable Trading officially launched on 22nd February
2022 with Liontrust as one of the founding members. The network
will bring firms together to devise practical solutions to industryspecific ESG issues and develop a mechanism for self-assessment
and benchmarking.

An example of how Liontrust promotes well-functioning markets
Liontrust was involved in a roundtable discussion with Euroclear
that was organised by the Investor Forum to discuss issues with
share-blocking of Irish issuers. While Liontrust does not hold many
Irish companies, this issue had impacted us in the 2021 AGM
season and we were keen to ensure the matter was resolved
and to add our weight to the group. Other than providing details
of the share blocking we had experienced and listening to the
Euroclear presentation, we were mostly involved to keep abreast
of developments.

Sustainable Trading members will consider the environmental impact of
how the financial trading industry builds, maintains, and operates trading
infrastructure, along with a focus on areas such as diversity, equality and
inclusion, employee wellbeing, engagement with communities and a
stakeholder-oriented approach to enterprise governance.
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Principle 5 – Review and assurance – Signatories review their
policies, assure their processes and assess the effectiveness
of their activities.
Liontrust’s Sustainability and Stewardship Committee (‘SSC’),
chaired by the Chief Executive Officer, is supported by a Working
Group with representatives from across Liontrust to facilitate the
development and implementation of our sustainability strategy.
Members are outlined in Principle 2.

In our reporting to the FRC Stewardship Code last year, we advised
that we conducted a gap analysis of the PRI assessment and
outlined areas for improvement in our processes, including:

The SSC’s responsibilities include:
• Implementation and management of the Responsible Investment
Policy and Liontrust’s other Sustainability related policies, such as the
Environmental Policy and the Corporate Social Responsibility Policy

• Company-wide engagement strategy with prioritised engagement
activities to be formalised

• Approval of Liontrust’s voting and engagement policies
• Compliance of Liontrust’s applicable ESG regulation (such as
Sustainable Finance Disclosure Regulation)
• Approving new collective ESG initiatives

• Company-wide ESG integration and team specific ESG
approaches to be formalised

We made improvements in both these areas during the year, which
are outlined in principles 7 and 9 respectively.
To receive assurance that our stewardship approach is being
implemented correctly, Liontrust has undertaken the following steps:

The SSC Working Group’s responsibilities include supporting the
SSC in the following:
• Assessment and management of tools used to assess ESG risks
and opportunities
• Development of voting and engagement plans
• Drafting the UN PRI Report and the Sustainability Report

Internal Audit
Minerva Risk Consulting Ltd conducted an internal audit of this
compliance statement and found the information herein to be a fair
and true reflection of stewardship activities within Liontrust.
Annual Review of voting policy
An annual review of Liontrust custom voting policies is undertaken
by the Governance & Stewardship Team in consultation with the
SSC Working Group.

Independent Assessment on our Stewardship activities
We are reviewed each year by the Principles for Responsible
Investment (PRI). Given the issues associated with its reporting platform
in 2021, we still await confirmation on our 2020 reporting results.

Compliance on voting implementation
As part of Liontrust Management’s internal audit, voting implementation
is reviewed annually to ensure that all accounts, including segregated
mandates, are voted in line with the correct policy.
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Principle 6 – Signatories take account of client and beneficiary
needs and communicate the activities and outcomes of their
stewardship and investment to them.
Client Allocation by Assets under Management and Advice (AuMA)
On 31 December 2021, Liontrust’s AuMA was £37,239 million,
broken down by client type.

Assets under Management and Advice (AuMA)
AuMA broken down by product are as follows:

Financial adviser

39%

UK retail

Wealth manager

18%

Multi-Asset (FoF)

£7,375m 20%

Life & pensions

13%

Offshore

£2,025m

5%

Institutional

£1,535m

4%

Platform

7%

D2C/execution only

7%

FoF or MPS

6%

Institutional

5%

Other

5%

AuMA
by client type

£26,304m 71%

AuMA
by product

Assets under Management and Advice (‘AuMA’)
On 31 December 2021, our AuMA stood at £37,239 million and were broken down by type and process as follows:
Process

Total (£m)

Institutional (£m)

UK Retail (£m)

Multi-Asset (£m)

Offshore Funds (£m)

Sustainable Investment

14,569

158

13,314

—

1,097

Economic Advantage

10,181

481

9,288

—

412

Multi-Asset

7,375

—

—

7,375

—

Global Equity

3,243

195

3,048

—

—

Cashflow Solution

1,062

701

301

—

60

809

—

353

—

456

37,239

1,535

26,304

7,375

2,025

Global Fixed Income
Total

It is recommended that investors should hold Liontrust’s funds for the
long term, which we define as five years or more.
The core of Liontrust’s investment belief is that each investment team
has a robust and distinct investment process. These investment
processes are documented and we communicate clearly and regularly
to investors about the performance of the funds and investment
processes and the latest views and insights of the managers.
Transparency and repeatable investment processes are key to
ensuring that investors in our funds, including those managed by the
Sustainable Investment team, know exactly how each team manages
their money. This includes the themes and stocks the Sustainable
Investment team will invest in, along with those they will not invest

in or exclude and their approach to engagement with companies.
Through these processes and transparency, investors can clearly
decide whether they meet their own values and objectives. The
regular communications from each team also confirms that the funds
are being managed in line with their stewardship and investment
policies.
Liontrust is integrating ESG into the processes of our investment
teams other than the Liontrust Sustainable Investment team. We are
still in the early stages of this development, which has included
publishing our Responsible Investment Policy, but we have seen
pleasing progress, especially with the Economic Advantage and
Multi-Asset teams and the fact the Irish-domiciled funds managed
by the Global Fixed Income team are SFDR Article 8.
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Communications
We communicate clearly and frequently with our investors, regularly
updating them on the performance of each of our funds and
portfolios, the effectiveness of the investment processes applied to
each of our funds and portfolios and the progress of the business
as a whole. Liontrust is currently investing in developing our online
services and digital communications to enhance client services.
Liontrust holds regular educational seminars to explain sustainable/
ESG investment to financial intermediaries and private investors.
This includes highlighting the different approaches to sustainable
investing, the benefits, why investors do not need to give up
performance to invest sustainably, how to identify greenwashing
and the UN’s SDGs. We also produce educational videos for
professional intermediaries to use with clients and private investors.

• Measuring the primary
impacts of the products or
services that companies
provide, as well as how
they are managing the main
impacts from operations.

Liontrust regularly sponsors responsible investment events held by
third parties. These include UKSIF’s Good Money Week and SRI
Services and Partners’ Good Money Week. We are a founding
shareholder in and partner of The Big Exchange and contribute
educational content for consumers who use the platform. Liontrust
has sought to raise awareness of the importance to preserve
biodiversity by hosting joint podcasts with the Zoological Society
of London and SPOTT (Sustainability Policy Transparency Toolkit).
Liontrust hosts regular webinars on sustainable investment for our
intermediary clients. We produce and distribute articles, videos and
other content to promote and inform about sustainable investment.
These are emailed to financial intermediaries, distributed via our
partners and platforms, posted on social media and written up
by journalists. We produce articles
and guides that can be given to an
intermediary’s clients as part
CARBON
METRICS DATA
of our increasing focus on
financial education.

LIONTRUST GF
SUSTAINABLE
FUTURE
EUROPEAN
CORPORATE
BOND FUND

• Independent analysis of how
the Sustainable Future funds
compare to the markets in
which they are invested in
terms of carbon emitted,
investment in climate change solution providers and exposure to
fossil fuels (which is zero).
Fund sustainability and impact report: Q4, 2021

Marketing communication

SPRING
2022

LIONTRUST

views
DON’T LOOK BACK
IN ANGUISH

Liontrust holds an annual sustainable investment conference for
professional fund buyers. This conference has included presentations
by Leo Johnson, Tim Jackson and Jonathon Porritt, companies
describing their adoption and integration of sustainability, and fund
buyers outlining their experience of investing sustainably.

Liontrust Sustainable Investment

Are your portfolios positioned for the last decade
or the one ahead?

INVESTING IN AN AGE
OF UNCERTAINTY
With geopolitics dominating short-term sentiment,
we look at how markets have responded to crises
throughout history

THE TIMELESS VIRTUES OF A
STALWART ASSET CLASS
With a four-decade bull run apparently finally running
out of steam, what role can bonds play in portfolios?

Liontrust produces two magazines –
Liontrust Views and The Pride – for
investors.
Clients and investors
which communications
from us by signing up
preference centre on
website.

can choose
they receive
to our email
the Liontrust

The evidence of the benefit and
success of our education and
communications is shown by the fact
that in 2020 Liontrust was voted by
financial advisers as the best asset manager for explaining and
conveying our sustainable/ESG strategy (Source: Square Mile).
This is reinforced by the fact that 37% of wealth managers/
financial advisers and 28% of consumers say Liontrust has the
best ESG/sustainable investment team, ranking first among both
(source: Research in Finance, December 2021).
To ensure our funds are marketed appropriately and our communications
are clear and beneficial, we conduct monthly and twice-yearly research
among professional intermediaries and consumers, including for
the annual Assessment of Value report.

Liontrust Balanced Fund

31 DECEMBER 2021

Liontrust supports the goals of the Paris
Agreement to limit global warming to 1.5 degree
celsius, compared to pre-industrial levels.
Liontrust supports the following climate initiatives:
• Taskforce for Climate-related Financial Disclosures (TCFD)
• CDP formally known as Carbon Disclosure Project including
Non-Disclosure and Science Based Target campaigns
• The Montréal Carbon Pledge

Liontrust Balanced Fund v MSCI World – Overview
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MSCI World
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Carbon Intensity

Weighted Average Carbon Intensity

Liontrust Balanced Fund’s Carbon Emissions are 96.1% lower than MSCI World, Carbon Intensity is 88.4% lower, and Weighted Average
Carbon Intensity is 89.2% lower.

Carbon footprint
Market Cap

Carbon Emissions
tons CO2e/$M
invested

Scope 1+2

Liontrust
Balanced Fund
2.2

Coverage
82.3%

MSCI World
57.4

Coverage
99.5%

Comparison
-96.1%

Scope 3 - Upstream

22.1

82.3%

98.0

99.4%

-77.5%

Scope 3 Downstream

13.2

82.3%

199.2

99.4%

-93.4%

Source: Data sourced from MSCI ESG Manager as at 31.12.21. CDP 2021 scores sourced from www.cdp.net. The MSCI World is a reference benchmark.

The information within this document is sourced from MSCI ESG Manager
and reflects the best available data at the time of generation.

Liontrust produces quarterly
fund specific MSCI ESG
ratings and carbon analytics
reports, which are available to
clients, and publish quarterly
voting reports on the Liontrust
website, outlining how we vote
on each holding.
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Liontrust started producing sustainability and impact reports
in 2020 for each of the Sustainable Future funds to increase
evidence of how they contribute to sustainable development.
These are distributed to our intermediary clients and are available
to all investors via our website. The reports include:
• How the funds are invested by both mega trend and underlying
themes within those.
• How themes contribute to the UN’s SDGs at the performance
indicator level.
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Investor Survey
Liontrust conducted its latest research among our private investors
and professional intermediaries as part of the Assessment of Value
of the UK-domiciled funds in 2021. It is important that we ask
our clients what they think of Liontrust, the services we provide
and the usefulness of our communications. Our clients were
asked to evaluate 21 different aspects of Liontrust’s service and
communications, and these produced three summary scores.
These scores were:
• 84% are satisfied or very satisfied overall with the Client Services
team at Liontrust
• 74% are satisfied or very satisfied taking into account the
information, materials and/or tools used from Liontrust
• 76% are satisfied or very satisfied taking into account the aspects
of information, materials, communications and client servicing
used or experienced from Liontrust.
Of the issues raised with Client Services, the percentages resolved
were:
• 83% completely
• 6% partially
The survey was conducted for Liontrust by Research in Finance (RiF).
They concluded that the views of Liontrust’s clients and investors
are positive based on RiF’s research experience for the asset
management industry.

While the overall results are good, there were areas of improvement
and we have taken actions as a result:
• 57% of respondents said they were satisfied or very satisfied
with The Pride magazine. We have reviewed the magazine and
changed the contents as a result. We now focus exclusively on
investment updates and views by the fund managers to provide
topical insights.
• 56% of respondents said Liontrust provides a straightforward
online portal. Other research has highlighted mixed comments
on the Liontrust website.
• We have built a new website that has been designed to better
reflect the Liontrust brand, have quicker and clearer customer
journeys (therefore making it easier for visitors to find content and
information), promote individual funds more effectively and enable
us to host a greater variety of content. This is so visitors have a
more enjoyable experience when using the website. The website
has personalisation. This means the content that visitors see will
reflect what they are interested in (either through their preferences or
previous visits) and therefore it will be more relevant and engaging.
We have also amended and developed some sections, such as
those on Investor Relations and Corporate Sustainability. There
are six main customer journeys: Professionals; Private investors;
Institutional; Charities; Shareholders; and Journalists.
• Through the acquisition of Majedie Asset Management, which
completed on 1 April 2022, we have inherited a client portal.
We will be developing the portal and in time will make it
available to all investors.

84%

74%

76%

of private investors and professional
intermediaries are satisfied or very
satisfied with the client services team
at Liontrust

of private investors and professional
intermediaries are satisfied or very
satisfied taking into account the
information, materials and/or tools used
from Liontrust

of private investors and professional
intermediaries are satisfied or very
satisfied taking into account the
aspects of information, materials,
communications and client servicing
used or experienced from Liontrust
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Principle 7 – Stewardship, investment and ESG integration –
Signatories systematically integrate stewardship and investment,
including material environmental, social and governance
issues, and climate change, to fulfil their responsibilities.
Liontrust has committed to integrating sustainability appropriately
throughout the business, which includes publishing our Responsible
Investment policy. Each fund management team takes its own
approach to integrating ESG factors into its investment process.
Liontrust is a signatory to the PRI, a UN supported network of
investors, which works to promote sustainable investment through
the incorporation of environmental, social and governance (ESG)
factors into investment decision-making.
We are committed to continue our work on achieving the following:

stewardship and the management of sustainability risk for all our
clients. The remit of the Portfolio Risk Committee (the ‘PRC’) has
been updated to include the oversight of ESG related risk within the
portfolios and we are putting in place the reporting that enables
the committee to regularly review controversies, ESG ratings and
the climate impact for each of the funds and teams. Using this data,
detailed ESG reporting will be available to the investment teams
and the PRC to show the ESG positioning of each fund. They will
highlight the ESG risks by integrating the portfolio data with the
third party ESG data including:

• enhancing our ESG data and analytics for all our investment
strategies

• ESG ratings for each individual company

• training our staff in our sustainability

• Controversy reporting

• investing in our company engagement capacity and resourcing

• Carbon analytic portfolio reports versus a relevant benchmark

• disclosing how we integrate sustainability in each strategy and
across the company

• Climate Value at Risk portfolio reports versus a relevant benchmark
and

• increasing our reporting for funds on their ESG characteristics

• Impact portfolio reports versus a relevant benchmark

• Aggregated portfolio level ratings versus a relevant benchmark

• improving our aggregated company reporting

Liontrust’s approach to ESG Integration
Liontrust believes that the best people to understand the future impact
of ESG on a company are those that analyse the businesses: our fund
managers. As such, each investment team adopts its own approach
to integrating ESG factors into its
Liontrust believes that the
investment process. Each Liontrust
best people to understand
team has spent years developing
the future impact of ESG on a
its investment approach and company are those that analyse
understands what characteristics are the businesses: our fund manimportant to driving the long-term agers. As such, each investment
returns we aim to deliver to investors. team adopts its own approach to
We have been working to provide integrating ESG factors into its
each team with the information investment process
and support needed to allow them
to integrate ESG in the optimal way, ensuring their processes are
enhanced and complemented by this work rather than imposing a
centralised solution.

Each team is truly active and takes a long-term approach to investment.
This creates a deep understanding of the companies they invest in
and promotes good governance and stewardship. Liontrust does not
impose a one-size-fits-all approach to integrating stewardship and
ESG risk into investment processes but instead works closely with
all our investment teams to help ensure the best outcomes for all.
However, by including ESG considerations into all our investment
processes, we improve our ability to understand a business and its
ability to create, sustain and protect value with the aim of ensuring it
can deliver outcomes in line with our clients’ expectations.
We expect companies to conduct their corporate behaviour
in compliance with the UN Global Compact guidelines and to
adhere to corporate governance standards (including pay &
remuneration structures, diversity and other ESG disclosures) in their
domestic markets or to explain why not doing so is in the interests
of shareholders.
Any investment highlighted as breaching these norms will
be reviewed by the PRC to ensure the ESG risks have been
appropriately considered within the investment decision and do not
pose a significant sustainability risk.

Our responsible investment framework aims to challenge and
support our fund managers, helping to integrate and enhance
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Systems and Data used
Liontrust utilises several ESG data providers, tools and technology
to enable us to carry out our ESG analysis and associated
stewardship activities.
All investment teams have access to MSCI ESG Manager for
individual ESG company ratings, portfolio ESG ratings, carbon
analytics reports, climate value at risk reports and impact reports
versus the relevant benchmark and controversy data for underlying
holdings, where data is available. The teams also have access
to third party research and publications from a variety of sources,
some of which covers research into ESG factors.
ISS Proxy Advisors implements our voting activities, provides
best market practice guidance research and performs additional
research that incorporates Liontrust custom voting policies.

Our portfolios can also invest in sovereign debt. However,
generally we view bondholder influence over sovereign borrowers
as very limited and so we apply an “exclusion over engagement”
approach to ESG. Here, we use ESG ratings-based exclusion
and cross-reference these with the Freedom index. Lower-rated
sovereign bonds tend to be a feature of Emerging Market country
issuers. Investments in these are not a core part of our bond fund
range.
We have been working to provide our teams with the information
and support they need to integrate ESG, ensuring their investment
processes are enhanced and complemented by this work rather
than imposing a centralised solution.

Sustainable Investment

39%

Economic Advantage

27%

Multi-Asset

20%

Global Equity

To enable the Sustainable Investment team to comply with its robust
investment process and screening requirements, the team utilises
the services of Ethical Screening and Impact Cubed as additional
resources to the above.

Asset class guidelines and geographies
Liontrust has always looked at ESG factors at an individual company
level; however, we recognise that each asset class and geography
presents challenges. We strive to integrate ESG factors in all
our investment processes; however, in some asset classes, such
as smaller companies, it is difficult to do this in a consistent and
methodical manner. We currently integrate ESG criteria throughout
the investment process for most of our assets under management.

9%

Cashflow Solution

3%

Global Fixed Income

2%

AuMA
by team

Our Sustainable Investment team has fully integrated ESG factors
and analysis throughout its process, including using long-term
sustainability themes to identify potential opportunities and using a
combination of screening and thematic and sustainability analysis
with a proprietary Sustainability Matrix that combines product
sustainability with ESG management quality. These are all binding
aspects of the investment process.

Emerging market and smaller capitalised companies produce less
information on ESG-related matters and are often not covered by third
party data providers. With such companies, the relevant investment team
will consider if any aspects of that company require further investigation
on a case-by-case basis, which often involves engaging directly with
the companies. We participate in several collaborative initiatives to
encourage companies to publish more ESG data to encourage better
understanding of these issues by both management and the market.

As part of the Liontrust Global Fixed Income team’s process, it
judges whether a company is an attractive long-term investment by
analysing factors which it calls “PRISM”. The ‘S’ in the PRISM research
framework stands for Sustainability in relation to environmental and
social factors. The team seeks sustainable investments in all senses:
investing in issuers that can service their debt beyond the maturity
of any bonds purchased and not be subject to large contingent
liabilities or technological disruption. The ‘M’ stands for Motivation:
in assessing how the interests of the managers and owners of a
company are aligned with bond investors. Effectively, this is about
good governance. The team’s preference is for considerable
alignment, with owners and management invested in the success of
their enterprise for the long term and whose motivations are aligned
with those of bondholders.

We also recognise that the ability of a bond holder to influence
a company is limited and often disinvestment is the only way to
signal dissatisfaction with a company. Most of the corporate bonds
we hold are issued by large public companies and these are
treated as per equities with an engagement-led approach. Private
issuers of bonds have different governance requirements than a
public company and in some areas we do not have the same
governance expectations, e.g. on independence, but we will view
their arrangements on a case-by-case basis.

The Economic Advantage team has added ESG as a new, ninth,
risk factor to the process’s existing risk grid: the risk grid operates
within ‘stage two’ of the EA investment process to determine the
weighting of a stock once it has been selected for purchase under
‘stage’ one (after consideration of its intellectual capital, CFROC
profile and valuation). The practical implications of this approach
are that the team will not exclude a stock on account of ESG factors
alone but an adverse ESG score – like an adverse valuation score
– will, once purchased, reduce its weighting.

We have always had a strong voting record, and endeavour to
vote at every meeting with our custom voting policy that holds
companies to account against a broad set of criteria adapted for
regional differences.
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The Multi-Asset investment team combines ESG data from third
parties and a dedicated questionnaire followed by face-to-face
due diligence meetings with both an RI (Responsible Investment)
representative at company level and an investment manager of the
respective fund(s). The idea of this deeper dive is to explore how
firms are incorporating ESG across their top-down processes, what
the priorities are and the current challenges. At fund level, they look
at how this is performed in practice and by whom, among other
considerations. These insights form part of the risk framework.

The following funds have been classified as Article 8 products under
the SFDR, which promote environmental or social characteristics:
• Liontrust GF Absolute Return Bond Fund

For our other investment teams, the management of sustainability
risk forms part of the due diligence process. Each team reviews
the potential investment using its risk framework, which includes
assessing the risk that the value of such investments could be
materially negatively impacted by an ESG event or issue and
the sustainability risks of each investment. They may also conduct
fundamental analysis on each potential investment to further assess
the adequacy of ESG programmes and practices of a company
to manage the sustainability risk it faces. ‘Controversies’ are also
monitored to investigate and assess issues that may include the
impact of company operations, governance practices, and/or
products and services that allegedly violate national or international
laws, regulations, and/or other commonly accepted global norms.
The information gathered from this analysis may be considered in
deciding whether to invest, or the size of the position in portfolios.

Our approach to Exclusions
Liontrust does not adopt company-wide exclusions. However,
where exclusions are legally required by domestic or international
law, bans, treaties or embargoes in markets we conduct business
in then we shall comply accordingly. Some funds and segregated
mandate accounts that we manage will exclude companies such as
those involved in tobacco, alcohol, cluster munitions and weapons
and some investment teams do apply exclusions at a team-level as
part of their investment processes.

The Majedie Asset Management acquisition on 1 April 2022 brings
a range of funds that adopt integrated ESG materiality assessments
into the team’s investment process. Materiality assessments are the
platform on which they examine and consider ESG related issues –
alongside any other risk or opportunity a company faces – and they
disclose what this means for holdings within their funds.

Sustainable Finance Disclosure Regulation (SFDR)
Liontrust Global Funds Plc (“LGF”) is authorised and regulated by
the Central Bank of Ireland (“CBI”). LGF is required to comply with
applicable CBI rules and European Union regulations that directly
apply to all EU member states.
Liontrust does not have a single firm-wide policy for consideration
of sustainability risk in investment decision-making. Policies are
instead applied at an individual investment team level. Details of
how each investment team that manages products captured by the
SFDR consider sustainability risk in their investment decision-making
processes is available on our website https://www.liontrust.
co.uk/our-funds/sfdr
The following funds have been classified as Article 9 products
under the SFDR, having sustainable investment as their investment
objective:
• Liontrust GF Sustainable Future European Corporate Bond Fund
• Liontrust GF Sustainable Future Pan European Growth Fund
• Liontrust GF Sustainable Future Global Growth Fund
• Liontrust GF Sustainable Future Multi-Asset Fund

• Liontrust GF High Yield Bond Fund
• Liontrust GF Strategic Bond Fund

Integration of material ESG factors into our investment risk framework
Liontrust has put a framework in place to challenge and support our
fund managers, helping to integrate and enhance stewardship and
the management of sustainability risk for all our clients. The remit of
the Portfolio Risk Committee (‘PRC’) has been updated to include
the oversight of ESG-related risk within the portfolios and we are
putting in place the reporting to allow the committee to regularly
review controversies reporting, ESG ratings and the climate impact
for each of the funds and teams. Using this data, detailed ESG
reporting will be available to the investment teams and the PRC to
show the ESG positioning of each of the funds and teams. They
will highlight the ESG risks by integrating the portfolio data with the
third party ESG data for all investment teams including:
• ESG ratings for each individual company;
• Aggregated portfolio level ratings versus a relevant benchmark;
• Controversy reporting; and
• Carbon analytic portfolio reports versus a relevant benchmark.

Our approach to Climate Change
A key objective for Liontrust is to support the goals of the Paris
Agreement in limiting global warming to well below 2 degrees
Celsius, and preferably to 1.5, compared to pre-industrial levels.
Liontrust is working towards becoming a signatory of the Net Zero
Asset Managers’ initiative in the first half of 2022 and limiting
warming to 1.5C in Scope 3 investments, in addition to scrutinising
our Scope 1 and 2 emissions that are currently operationally neutral
through offsetting. For example, Liontrust has started disclosing the
carbon emissions of our single strategy equity funds as part of
fulfilling commitments to the Montréal Carbon Pledge.
Liontrust became supporters of the TCFD in 2018 and will report
our trajectory on how it is aligned to the recommendations in our
account and sustainability report in Q3 2022.
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Principle 8 – Monitoring managers and service providers –
Signatories monitor and hold to account managers and/or
service providers.
Service providers have an essential role in some of the core areas
of Liontrust’s investment processes, such as providing data on ESG
issues and advice on voting.
Liontrust systematically monitors and reviews our service providers
on an annual basis and will engage should issues arise throughout
the year on the ESG data provided by MSCI or with issues that
arise with our voting.
During the year we identified some challenges with the MSCI
controversy product and noted how challenging it is to remove
a Global Compact ‘Fail’ or ‘Watchlist ’flag once it has been
assigned, even when the matter has largely concluded. We
engaged with MSCI to encourage greater transparency with
companies regarding this product and the steps required to remove
a flag. Liontrust also participated in MSCI’s consultation, after

which it announced changes to its controversy approach. While
the impact of these changes is unclear, we imagine it will lead to
a significant reduction in the number of companies we hold with
this designation. We will continue to monitor any new holdings
that have a red flag relating to the Global Compact or any new
flags assigned to current holdings and assess the materiality of the
issue/s.
An in-depth analysis of three mainstream ESG rating service providers
was undertaken in Q1 2019, which reviewed cost, portfolio
coverage, quality of research, flexibility, comprehensiveness and
compatibility with other data providers and risk programmes.
Liontrust has a counterparty selection and monitoring process that
covers initial due diligence requirements and ongoing monitoring
of our key counterparties.
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Principle 9 – Engagement – Signatories engage with issuers
to maintain or enhance the value of assets.

Engagement with investee companies
Liontrust takes engagement very seriously. As stewards of our
clients’ capital, we recognise the important responsibility we
have regarding our investee company holdings and our potential
to influence positive change via engagement on ESG matters,
encouraging our investee companies to adopt best market practices.
Liontrust’s approach is engagement-led: the integration of ESG
factors alone does not prohibit any investments by our funds and
strategies but we will engage where we have material concerns
and we will push for positive change. Some strategies have an
overriding sustainability and ESG focus and/or contain exclusionbased approaches, but in theory, all our investment teams can
invest in any business, sector or geography provided the businesses
meet the criteria laid out in their investment processes and the ESG
risks of such investments are identified and considered.
In 2021, Liontrust hired a Stewardship Manager to drive a
centralised engagement strategy for all its investment teams
excluding the Sustainable Investment team.
Liontrust has published its inaugural company-wide engagement
and proxy voting activities and outcomes report for 2021, which is
available on our website www.liontrust.co.uk/about-us/corporatesustainability/a-responsible-investor, together with the Liontrust’
Sustainable Investment team’s annual engagement and voting
report. A summary on how we progressed against our 2021
engagement priorities, sample case studies and engagement
priorities for 2022 are outlined below.
While Liontrust has a centralised Governance and Stewardship
team, our six fund management teams apply their own distinct
approaches to engagement. Even within given teams, engagements
take different forms and objectives. Some engagements are focused
on improving our understanding of ESG factors, while others are
designed to effect positive change.
We recognise that change only usually occurs in the medium to long
term. Much of the groundwork we set in 2021 by engaging with our
investee companies will hopefully bear fruit in the coming years. For
example, we met many times with bp and Shell in 2021, which built
up our understanding of the companies’ approaches to achieving
net zero emissions and formed relationships that should boost our
influence in the future and help inform our voting decisions.
We meet companies face to face (although in 2021 this mostly
occurred via video call) and correspond directly through emails,
calls and letters. Depending on the issues, our interactions with
companies might include board members, senior management,
investor relations or experts within organisations. We also
engage collaboratively with other investors who share our values
on initiatives that we believe are more likely to succeed through
collective action.

Liontrust’s Sustainable Investment team has been engaging with
companies on ESG matters for more than 21 years. It applies
its priorities to formulate campaigns on given topics, such as its
1.5 degree challenge (see more on this below). There are also
examples of when they have engaged or voted on a given issue
over a series of years to bring about a positive outcome.
As active fund managers, most of the Liontrust investment teams meet
and engage with investee and prospective investee companies, and
the managers of underlying funds. Many of these meetings cover
ESG areas of discussion. In 2021, most of them took the form of
‘virtual’ rather than face to face. In total, 614 companies were met
by our fund managers (including the Sustainable Investment and the
governance and stewardship team) in 2021. These meetings covered
financial performance and strategy as well as ESG matters and 468
ESG issues were raised. Here are the areas under discussion.

Environmental

25%

Social

39%

Governance

35%

2021 engagement strategy
Liontrust’s 2021 engagement strategy included engaging the
highest carbon emitting companies, Global Compact Compliance
and board-level gender diversity. We also engaged heavily on
board and committee composition with FTSE small and microcap companies, often as a follow up to our voting. Remuneration
consultations also take up a lot of time from an engagement
perspective.
The Sustainable Investment team engages with its holdings directly
on ESG factors and has its own engagement priorities. The fund
managers of our other investment teams regularly discuss nonfinancial, E, S and G factors in their engagements with companies
but this is less structured. Liontrust’s Stewardship Manager leads the
engagements on the company-wide strategy. For a full overview
of the Sustainable Investment team’s progress on its engagement
priorities, see the team’s Engagement and Voting Report: www.
liontrust.co.uk/fund-managers/sustainable-investment.
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of ambition undertaken. Over the course of the year’s engagements,
changes have been made to the commitments and targets set by
some of our investee companies that we have supported.
Engagement with the highest carbon emitting companies
In 2021, Liontrust aimed to engage with the top five contributors
to our overall emissions, as indicated by our ESG service provider,
MSCI. We also met with Carbon Tracker and Industry Tracker to
understand some of the sector-specific nuances. With the complexity
of the transition for these companies, most of the meetings have been
to understand the plans that are in place to build an understanding
and view – as well as to inform our voting. During the meetings, we
have questioned why certain decisions have been made and the level

We had many other meetings with companies on their carbon
reduction plans where requests were made to use science-based
targets and/or ensure they had appropriate short-medium-term
targets to track progress. We are pleased that many of our investee
companies announced net zero targets during the year and we
will be continuing this engagement into 2022 to ensure they have
set ambitious targets with clear plans to achieve them. We think
the relationships and understanding built up over time will lead to
greater influence in the medium term.

Case Study: Shell and bp
Shell and bp are the two highest emitting companies for Liontrust
(each held by multiple Liontrust investment teams). We had several
engagements with them in 2021 that centred on their net zero
commitments. In all the engagements, we dug deeper into their
commitments, discussing their acquisition and VC strategies and
their Carbon Capture and Storage. We discussed their corporate
cultures and the extent to which these will enable the businesses to
make the necessary transition. Access to talent was also discussed
and we sought to understand more about the trading arms of each
company and how these support the energy transition.

There were some more specific areas that we spent time on with
each of the companies. We questioned bp about Rosneft, in which
it had a substantial stake at the time. We asked why Rosneft’s
emissions were not included in bp’s own emissions statements and
targets and what steps were being taken to encourage Rosneft to
adopt an ambitious carbon-reduction plan. With Shell, we queried
why it had targets based on intensity levels rather than absolute
criteria. We were pleased when Shell announced it would move to
using absolute-based targets.

Case study: ArcelorMittal, Carnival and Evraz
ArcelorMittal, Carnival and Evraz were all held by the Liontrust
Cashflow Solution team but Evraz and Carnival have since been
sold.
We met with ArcelorMittal to understand its approach to
decarbonisation. This covered the governance oversight,
accreditation and zero-emissions steel. We also discussed the
agreements in place with governments and the cashflow implications
of its decarbonisation commitments and plans.
The meeting with Carnival centred on decarbonising its fleet.
Carnival described how its ship commissioning was changing to
keep decarbonising in mind and that it had already built several LNG
ships. We touched on the controversy around the use of scrubbers,
and the company advised us of its desire to get to net zero by

2050 but that a lot needed to happen for such a target to be met.
This includes the need for the LNG supply chain to improve and for
green fuels to be made available. We discussed the challenges with
hydrogen, including the greater volume of it that would be required
and the impact this would have on ship sizes.
Evraz was the fifth highest contributor of carbon emissions in Liontrust’s
holdings. While we repeatedly requested a meeting, the interactions
all took place over email. However, Evraz did answer the questions
we posed. We queried Evraz’s commitment to a low-carbon future
for steel; what its intentions were regarding net zero; why its carbon
reduction plan only covered the steel segments of the business; and
its rationale for carbon intensity-based targets. We pointed out that
TPI identifies Evraz as failing to disclose its Scope 3 emissions, and
we asked whether it is planning to do so and what involvement it has
with organisations dedicated to climate issues.
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1.5 Degree Transition Challenge
The Sustainable Investment team prioritises engaging with
companies to encourage them to adopt strategies that reduce
absolute carbon emissions at a rate consistent with limiting global
warming to 1.5 degrees. The team wants to ensure companies
can change in a timely, just and profitable way and have robust
strategies and targets in place to achieve this. The illustration
below highlights the progress made. See more on the 1.5 Degree
Transition Challenge on our website at www.liontrust.co.uk.
Outcomes
• Compass Group has been part of the Sustainable Investment
team’s 1.5 Degree Transition Challenge. This year Liontrust met
with Compass to discuss and learn more about the net zero targets
they announced for the UK business. As part of this engagement,
the team requested that the target be extended to cover the whole
Group. The company responded quickly and a few months later
announced this extension. These ambitious targets support our
view that Compass Group remains a leader in how they manage
their Environmental and Social Governance issues.”

Diversity (focus on gender)
In 2021, Liontrust focused on encouraging companies to increase
their gender diversity. We engaged through (virtual) meetings with
eight companies[1] to request an increase in the gender diversity of
their boards and emailed 18 companies with no female directors
to ascertain their ambitions to improve their gender diversity.
Many of the companies with no female board members are
based in emerging markets but we were encouraged by many
of the responses. It may be that some of the outcomes from these
engagements will take time to be actioned.
In 2022, we will continue our efforts on gender diversity while
extending them to include board level ethnic diversity.
Our Global Fixed Income team also engaged with its investee
companies that do not disclose their board compositions to request
an overview and encourage them to boost their gender diversity. This
is a particular challenge in the private company space, where it is
not incumbent on companies to disclose the details of their board.
Outcomes
• Instem – Liontrust met with its CEO following previous votes
against the company due to a lack of board independence.
We encouraged Instem to disclose its plans to recruit a new
independent non-executive director (NED), which it did. The
company has subsequently announced the addition of a new
independent NED who adds new skillsets to the board and is
from an ethnically diverse background.

Global Compact
Liontrust views compliance with the UN Global Compact as
a minimum standard for investee companies. We hold seven

companies deemed by MSCI to fail this standard and 25
companies are on the watchlist. We initially assessed MSCI’s
controversy report to understand the rationale. We were satisfied
that some companies had adequately responded, or in our view,
various matters were closed but due to legal overhang, they were
still attributed to their former status by MSCI. We determined that
six of the companies had matters that had been concluded.
We contacted the companies to ask for their views on their status
and what steps they had taken since the controversies. This resulted
in seven meetings with companies and email exchanges with three
others. Unfortunately, some companies we repeatedly tried to
contact did not respond.
The purpose of these engagements was to understand, especially
when a matter was considered structural in nature, what companies
had done to address the issues that had led to the status-changing
controversies. We requested that fund managers provide rationales
to be held centrally which explained why companies had been
designated ‘fail’ or ‘watchlist’.
Examples of engagements on the Global Compact:
• Bayer is a company held by the Liontrust Global Fixed income
team and is deemed to fail the Global Compact with regards
to biodiversity and land use. We met with management to
understand its view on the ‘fail’ status from MSCI. The status
relates to controversies at Monsanto, which was acquired by
Bayer in 2018, with regards to environmental concerns over
GMO crops and their impact on biodiversity. Bayer took Liontrust
through an extensive presentation about the neonicotinoid impact
on bee populations and the steps it takes to prevent insect decline.
It explained the changes it has implemented and acknowledged
past cultural issues with Monsanto (prior to Bayer acquiring it). It
accepted past errors with the neonic coating process and took
responsibility to improve processes. The company also provided
greater background information on the use and applications
of the product. and some scientific studies relating to claims in
the MSCI report from NGOs. The presentation was helpful and
provided comfort regarding the holding.
• 3M is held by the Global Equities team and has watchlist status
due to controversies regarding its impact on local communities.
We met the company and discussed the circumstances
surrounding the litigation concerning perfluoroalkyl and
polyfluoroalkyl substances (PFAS). As per the MSCI controversy
report, “3M Company continued to face multiple lawsuits related
to its sale and manufacture of PFAS substances, which had
allegedly contaminated groundwater supplies across several
states in the United States.” We were comforted to hear that
when 3M identified problems with PFAS in the early 2000s, it
immediately removed them from its products and made others
aware of the health risk. It reinvented the chemistries to make
them safer because they are required in many products, such as
electronics. 3M has not manufactured either of the contentious
PFAS chemistries for many years. We also talked about general
litigation risk (given 3M’s 55,000+ products), other legal
actions it is facing (such as those relating to military ear plugs)
and how it tries to ensure its products are not only safe for use
but are not harmful more broadly. Overall, we concluded that
3M’s commitments and disclosures suggested that the company
was committed to doing the right thing.
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Controversies
All Liontrust investment teams are alerted to controversies about
holdings within their funds through MSCI. In some cases, the issue will
be discussed with Liontrust’s Stewardship Manager or the company
directly to better understand a matter. The Sustainable Investment
team has its own approach on assessing controversies that feeds into
its investment process. Once the team is aware of the controversy,
it analyses the seriousness of the allegations made and how the
business is responding. This provides the context for engagement
with the relevant stakeholders. In 2022, the Governance and
Stewardship team will more proactively engage fund managers on
controversies that are considered ‘severe’ by MSCI.
This does not include the Sustainable Investment team as their
engagements on diversity extend to ethnic (as well as gender)
diversity and has been a longstanding area of focus.

1

Other engagement examples from 2021
In 2021, we followed up on our voting to request change with
many of these engagements focused on board and committee
composition as well as encouraging increased board diversity. One
example is RWS, which is held by the Economic Advantage team.
We voted against the Chair of the board as he was a member of
the remuneration committee, which is not considered best practice.
Following engagement with the company, the Chair stepped down
from the remuneration committee.
During 2021, there were high-profile private equity takeovers of
two of our large cap holdings – Morrisons and Aggreko – and
Liontrust engaged with the Chair of each company to discuss the
terms of the takeovers. Initially, Liontrust felt both companies were
undervalued by the first offers. In the case of Morrisons, the bidding
war drove up the price to a point where the Economic Advantage
team was happy to support it. With Aggreko, the team believed
the price did not take account of the role the company would have
in the energy transition and therefore voted against the acquisition
following several discussions with the company.

Remuneration
Liontrust was involved in 32 engagements relating to remuneration
in 2021. In one interaction, Liontrust advised the Intertek Chair
that we would not support the remuneration resolution at the
AGM if it was going to take five years to align the CEO’s pension
contributions with those of the workforce. We were not satisfied
with the response, and we voted against across both the Economic
Advantage and Sustainable Investment teams’ holdings.

Sustainable Investment team: Engagement Summary 2021
The team engaged with companies on a number of key ESG issues
linked to its proactive engagement initiatives, such as diversity and
the transition to sustainable investment, as well as areas such as
how companies are adapting to Covid-19. The team continued
work on our 1.5 Degree Transition Challenge, engaging with the
companies across its funds to encourage them to accelerate efforts
to reduce their emissions profile. Further details are available in the
team’s annual engagement and voting report.
On top of these core initiatives, and highlighting the scope of its
activity, they spoke to companies on areas as diverse as robotic
surgery, the potential for new psilocybin therapy to help treat
depression, responsible investment policies, safety concerns around
trains, green building certification, data security, small hydro assets
and the cost of gene therapies.
They also continued to encourage companies to participate in the
2021 Workplace Disclosure Initiative and engaged with several of
our financial holdings to see how they are contributing to the energy
transition in areas such as lending practices and embedding ESG
into their asset management operations.
Since the Sustainable Future (SF) funds launched 21 years ago, the
team has recorded its engagement with companies, monitored its
success and reported on its activities to clients. In 2021, the team
engaged with 153 companies and raised 283 ESG issues; roughly
two-thirds were relating to proactive initiatives and the remaining
third to reactive issues. Overall, the team made 132 specific
requests for change and have so far identified that 43 (33%) of
these have been either actioned or committed to by companies.
The team will be following up on requests that have not yet been
actioned over the course of 2022.
2021 Annual Engagement Summary Table
Total number of ESG issues raised (E, S, G)

283

Environmental

Climate crisis, Water management

55

Social

Supply Chains, Employee issues

Governance issues

ESG and Impact disclosure,
Bribery & Corruption

81

Corporate Governance

Remuneration, Auditors, Diversity

28

119

The Sustainable Investment team’s priority initiatives for 2021 were
as follows and are discussed in further detail in its annual report:
• Reversing the collapse in biodiversity
• Encouraging a faster transition to a circular economy
• Encouraging the transition to sustainable investment

28 - Liontrust: Financial Reporting Council Stewardship Code compliance report 2021

The team continued to engage on its Climate Crisis 1.5° Transition Challenge, increasing corporate diversity and ensuring worker wellbeing where engagement will cover companies’ response to, and management of, the current pandemic, including workforce adaptation,
Covid-19 safety, redundancies, supply chain impacts and so on.
In the team’s experience, continued engagement over a longer period is more likely to achieve better engagement outcomes than over a
yearly reporting cycle.

Initial findings from The Sustainable Investment team’s 1.5 Degree Transition Challenge
What, specifically, is the team asking companies to do?
• To be more ambitious in emission reduction targets to make
their pace of decarbonisation consistent with what the science
is telling us, requiring a 50% reduction in absolute emissions this
decade.
• To show front-loaded timely targets for this: for example, a 50%
reduction in direct emissions by 2030 based on a suitable
baseline and a 25% decrease by 2025.
• To concentrate on reducing absolute emissions before considering
offsetting at any large scale. We believe offsetting can be
a distraction from the job in hand and there are not enough
legitimate carbon offsets of the scale required.
• To understand the largest sources of indirect (scope 3) emissions
for their businesses and identify opportunities to reduce these
aggressively.
• Something we are not asking is for companies to automatically
divest from the more carbon-intensive parts of their business,
especially if this is enabling customers to reduce emissions by
using their products; instead, we want businesses to innovate
and come up with creative ways to operate in step with an ultralow carbon economy.

Contacted

71
companies
overall

Of these
33 companies are
responsible for 90%
of emissions

Source: Liontrust, September 2021

Met with

Based on their work so far, around a quarter of companies with
which they have engaged have absolute decarbonisation targets
consistent with 1.5 degrees and a further 9% have committed to
2 degrees, which means a third overall are aligned with the Paris
Accord. This obviously means two-thirds do not, at present, have
targets in line with the science but this is moving quickly, with many
demonstrating positive momentum.
The biggest challenge is in achieving absolute reductions (cutting total
direct emissions coming out of a business), as opposed to reducing
the carbon intensity (the amount of carbon equivalent emitted per unit
of sales or other measure such as cashflow or profit). This is especially
challenging in fast-growing companies for which carbon intensity
targets must be significantly higher than how much the business is
growing for there to be any reduction in absolute emissions.
The team believes that responding in a timely manner to the climate
crisis is important but it believes climate change also has a social
dimension. Many people work in industries facing formidable
changes and they must be able to afford to live a fulfilled life in an
ultra-low carbon economy. We must remember to solve not only for
the best climate change outcome but also ensure we use this as an
opportunity to reduce inequality and help alleviate fuel poverty. If
people do not willingly move with the energy transition, it will fail.

57

of these for detailed
discussions about
decarbonisation targets

1
3

committed to 1.5 or
2 degrees by 2030

This is

40%

of companies in which the SF
funds invest

2
3
are involved in the Science
Based Target Initiative (SBTi)
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How banks can help the energy transition
STUART STEVEN
Banks have a key role to play in the shift towards a low-carbon
economy, with their lending policies, influence with corporates
and scope to provide sustainable financing all vital to reducing
greenhouse gas (GHG) emissions.
From our analysis, it is clear different regions and countries are
moving at radically different rates, however. Specifically, the
majority of EU and UK banks are embracing scientific-based
approaches that are broadly consistent with the Paris Agreement,
whereas countries such as the US and China are not there yet.
Across our SF bond portfolios, we aim to invest in banks that are
targeting net-zero by 2050 or before (including indirect Scope
3 emissions), and most are looking to achieve this through a
combination of the following factors:
• Reducing lending to high-carbon sectors: As part of our
analysis of banks, we are looking to assess the standard of
policies that control lending to controversial sectors; consistent
with our screening criteria, we will not invest in those where
lending to these areas exceeds 5% of the total. This can involve
targets to exit financing to coal-fired power stations and thermal
coal mining, for example, with dates typically dependent on
where a business is based. For those in developed regions (EU/

OECD), most banks are aiming to stop this lending by 2030,
whereas the end point is more like 2040 (due to humanitarian
concerns) in the developing world. Similarly, we also look for
Paris alignment for lending to oil and gas companies.
• Provision of green/sustainable finance: On top of avoiding
controversial sectors, many banks are also setting out detailed
targets to provide lending to sustainable and green companies
and projects. HSBC is a strong example here: having met its
initial target of $100 billion between 2017-2020, it is now
aiming to provide aggregated lending of between $750 billion
and $1 trillion to support decarbonisation of corporate clients
by 2030. This equates to between 25% and 30% of its total
loan book.
• Working with corporates to reduce their emissions: As a further
measure, banks including NatWest and Lloyds are seeking to
cut emissions within their corporate loan book by at least 50%
by 2030. This is interesting as it ensures the transition is taking
place across a broad range of sectors, including SMEs and
micro-cap companies.
• Improving the energy efficiency of their mortgage book: While
still at an early stage in the UK and Europe, we are starting to see
this become more of a focus, with several banks setting targets
to improve the average energy rating of their mortgage book.
Best in class at present appears to be Rabobank, whose current
mortgage book has an average energy rating of C, with a stated
target to improve this to B by 2024 and A by 2030.
• Ensuring ESG is incorporated across divisions: Several
banks in which we invest also have asset management,
wealth management and insurance operations; given these
subsidiaries are key providers of capital to the economy, we
also analyse the level to which ESG is incorporated within
these divisions. Lloyds Scottish Widows, for example,
has introduced formal exclusionary criteria, resulting in
significant divestments by its investment portfolios.
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• Diversity – this will expand to look at diversity more broadly
to encourage more ethnic diversity on boards (and below). In
particular, we will focus on FTSE 250 companies ahead of the
2024 Parker review target.
Multi-Asset engagement process
Over the last year, Liontrust’s Multi-Asset team started to formalise its
approach to integrating ESG considerations into the fund selection
process. One individual is currently responsible for this initiative but
in time, all team members will be responsible for incorporating ESG
elements into the investment process.
A framework has been initiated whereby preliminary questionnaires
are followed by in-depth meetings at both firm and fund levels to
score constituent funds according to their managers’ ESG integration
efforts. Approximately 70 fund house questionnaires were sent in
2021; subsequent meetings with firms’ ESG/Responsible Investment
representatives were prioritised if we held equity funds, which
included around half of these fund providers. The team conducted
over 30 similar calls at (equity) fund level to investigate the managers’
approaches and attitudes to integrating ESG. The team is currently
in the process of sending out its annual questionnaires. In addition to
equity-specific topics, the team now has targeted questions for fixed
income and alternatives. The team will follow up with calls/meetings
in similar fashion to assess ESG integration.
In 2022, the team intend to enhance its engagement strategy in-line
with the broader Liontrust initiatives and questionnaires have been
updated accordingly. The team aims to enhance engagement with
investment trusts as these funds (companies) are where they can
potentially make a difference due to direct ownership as opposed
to via a fund.

Liontrust: 2022 Proactive Initiatives
• Net zero – encouraging investee companies to adopt net zero
commitments and assessing those that have already been made.
In line with the asset managers “goal of net zero greenhouse
gas emissions by 2050 or sooner”; in line with global efforts to
limit warming to 1.5 degrees Celsius; and to support aligning
investing with net zero emissions by 2050 or sooner. This builds
on our engagements with the highest emitting companies in 2021
and will extend to other holdings. We also encourage investee
companies to consider having their commitments validated by the
Science Based Target Initiative.

• Biodiversity – focusing on companies with the lowest biodiversity
and land-use exposure score on MSCI. We would also like to
explore potential alignment with London Zoological biodiversity
priorities, palm oil, timber and pulp and natural rubber.

Sustainable Investment Team: 2022 Proactive initiatives
The team prioritises proactive engagement initiatives in
collaboration with its Advisory Committee at the beginning of each
year. It assesses how its holdings are positioned on these issues
and, where appropriate, define target companies with whom they
will engage. For 2022, there are two changes:
• Reversing the collapse in biodiversity and encouraging a faster
transition to a circular economy are combined into preserving
and restoring nature.
• Engaging with banks on financing the transition will be included
in our Climate Crisis initiative.
In the team’s experience, continued engagement over a longer
time period is more likely to achieve better engagement outcomes
than over a yearly reporting cycle, so it will continue with its other
priority initiatives in 2022.
As well as continuing its efforts to increase corporate disclosure of
ESG impacts, impact metrics, mitigation efforts and performance,
the team will now focus on delivering improvements through the
following five priority initiatives:
1. Preventing irreversible damage from the climate crisis
2. Preserving and restoring nature
3. Ensuring worker well-being
4. Increasing corporate diversity
5. Encouraging the transition to sustainable investment
Collaborative engagement will be summarised under Principle 10.
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Principle 10 – Collaboration – Signatories, where necessary,
participate in collaborative engagement to influence issuers.
Liontrust considers collective action in collaboration with other
shareholders or a representative body in the event of financial, ESG
or legal circumstances that have the potential to materially affect
the investee company. Liontrust prioritises collaborative engagements
when they fit with our engagement priorities and when we are
more likely to succeed with the engagement objective through
collaboration. Consideration as to which initiatives to prioritise is
agreed with the Sustainability & Stewardship Working Group, with a
focus on ensuring they are in line with Liontrust’s values and principles.
Liontrust undertook several collaborative engagements in 2021,
most notably:
CDP
In 2021, Liontrust participated in both the CDP (formally the Carbon
Disclosure Project) non-disclosure and Science Based Target
Initiative campaigns. CDP is a not-for-profit charity that runs the
global disclosure system for investors and companies to manage
their environmental impacts. The world’s economy regards CDP
as the gold standard of environmental reporting with the richest
and most comprehensive dataset on corporate action. Liontrust has
supported CDP’s campaign since 2018.
Liontrust acknowledges with thanks when a company starts to
disclose its climate data via the CDP reporting platform and intends
to take a more proactive stance for the 2022 campaign, requesting
companies with material water usage and extensive forest resource
usage to report appropriate data on how efficiently these resources
are managed.
Workforce Disclosure Initiative (WDI) Survey
The Workforce Disclosure Initiative (WDI) was set up by ShareAction
and funded by the UK’s Department for International Development. The

WDI investor coalition is made up of 68 institutions, with $10 trillion
in assets under management. The initiative requests that companies
disclose more information on how they manage their global workforce
practices. The survey asks for improved data on issues such as diversity,
workers’ rights and health and safety in supply chains. The longer-term
aim of the initiative is to be the go-to point of information in the same
way as the CDP, but for the ‘S’ in ESG.
As part of Liontrust’s commitment as an investor signatory to the
WDI, we directly contacted 82 investee companies to request they
respond to the 2021 survey. Of these, 32 have now completed
the survey. Three of our holdings, Standard Chartered, St. James’s
Place and Puma, received WDI awards for their disclosures.
UN PRI Just Transition
We continue to participate in the UN PRI Just Transition Investor
Working Group, which highlights to investors how important the
social dimension is in the energy transition to an ultra-low carbon
economy, including staff, customers and broader community
groups.
Transition to Sustainable Investment
We continue to educate investors and the market on sustainable
investment by providing presentations for financial intermediaries
as part of their ongoing training (Continuing Professional
Development). These included presentations at the SimplyBiz ESG
events taking place for one of the largest IFA networks in the UK,
which were attended by hundreds of advisers. This is in addition
to ad hoc presentations of this type to intermediary clients and
prospects.
Anyone who wishes to discuss the possibility of collective
engagement, please email stewardship@liontrust.co.uk.
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Principle 11 – Escalation – Signatories, where necessary,
escalate stewardship activities to influence issuers.
Where we believe shareholder value is threatened or is not
being realised, we may request that the company’s Board takes
appropriate action. A robust private dialogue with executive
management, non-executive directors and company advisers is our
preferred way to protect our clients’ interests. We will also engage
with the Chair of the Board or the Senior Independent Director
where appropriate.
Where initial engagement does not lead to an appropriate outcome,
we may choose to adopt a stronger stance. As some issues may
take several years to resolve, we use our position as a long-term
investor to maintain the pressure on companies and aim to monitor
these companies over several years. Where appropriate, we may
reduce our holding or divest to protect our clients’ assets.
Each investment team will adopt its own approach as to how it
escalates stewardship activities and, to pursue the best interests of
clients’ assets, it may vote against a management resolution at an
AGM/EGM, reduce its holding or divest from an investee company.
Kingspan is an example of how the escalation strategy of the
Sustainable Investment team works in practice.

Case Study: Kingspan Group plc
The team has invested in Kingspan for more than 15 years and
has held the company in high regard for the benefits its products
bring, playing a key role in energy efficiency in buildings and
therefore carbon dioxide emissions reduction. Revelations from the
Grenfell Tower Inquiry, however, raised concerns about the culture
and controls within the insulation business.
The team initially downgraded Kingspan’s sustainability rating (in
its proprietary matrix) from A1 to A4 in December 2020, which is
a significant reduction in terms of management quality. This means
the team views the company as higher risk and its weighting in the
portfolio fell substantially as a result. The team’s view at that stage
was to reserve final judgement until after the Inquiry concluded
and it could discuss the findings and recommendations with the
company’s management and other parties.
As part of continuing engagement, the team requested a meeting
with the new Chairman to understand his view of how the culture
has changed and needs to change further towards greater safety.
This was not forthcoming, however, which is disappointing given
the large holding and long-term support of the business. This lack
of engagement has prevented the team from improving its rating
from A4.

Escalation from the monitoring of controversial issues in the
Sustainable Investment team’s holdings:
Over the two decades the team has been managing the Sustainable
Future funds, a key lesson it has learned is that ‘sustainable’ should
not be taken to mean perfect. Investing involves making accurate
predictions about the future, which is extremely difficult. Therefore,
the team expects that on occasion – albeit rarely – the future will
not turn out as predicted and companies in its portfolio become
embroiled in controversies that challenge its initial assessment
of their sustainability. The team does not claim to have perfect
foresight. It aims to find the best examples of sustainable companies
to own for the long term.
Over 2021, MSCI highlighted 196 ‘controversies’, with 15 of
these considered ‘severe’, including Kingspan. There were three
controversies that led to the team reviewing its sustainability rating
and for the others flagged, they were either aware of the issue or,
after examination, deemed it immaterial to their overall assessment.
Total number of

196

% of total

Severe

15

8%

Moderate

97

49%

Minor

84

43%

MSCI controversies
in 2021

As soon as the team is aware of any controversy, the next stage
is to analyse the situation in detail, investigating to ascertain the
involvement of the company in question, the seriousness of the
allegations made and how the business is responding. This provides
the context with which the team can engage and it will then look to
speak to senior management or non-executive directors and other
interested parties such as nongovernmental organisations (NGOs)
or industry experts. With this information, the team can establish the
impact of the controversy on its investment thesis (remembering that
this includes the sustainability rating).
The three possibilities are:
i. The business no longer satisfies the team’s criteria for a
sustainable investment, so it exits the position.
ii. The risk and quality of the investment is affected so the team
feels a smaller portfolio position is appropriate and therefore
reduces its exposure. This would be reflected in a downgrading
of its sustainability matrix rating.
iii. The issue is being addressed by management sufficiently so
that the team can continue to hold its portfolio weighting while
engaging with the company to ensure the situation is resolved.

This lack of engagement prevented the team from improving
Kingspan’s management quality rating.
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Principle 12 – Exercising rights and responsibilities – Signatories
actively exercise their rights and responsibilities.
Exercising rights and responsibilities is an essential part of active
ownership. Here we outline how Liontrust discharges these
responsibilities for both equity and fixed income asset classes.

read in conjunction with the specific region/market cap size custom
voting policies listed below, which are publicly available on our
website www.liontrust.co.uk/about-us/corporate-sustainability/aresponsible-investor.
• UK (FTSE 350) & Ireland (ISEQ20)

Voting Framework
Liontrust operates a global voting policy, which guides our voting
decisions across funds. We strive to be responsible stewards of
our clients’ assets within a framework of good governance and
transparency. Liontrust recognises that good stewardship means
active engagement in voting, and Liontrust will always actively vote
every shareholding where possible.
This policy applies to segregated clients who have delegated
responsibility for voting on their holdings to Liontrust. Our custom
proxy voting policies are based on best practice globally. Our
policies are updated at least annually and take account of emerging
issues and trends, the evolution of market standards and regulatory
changes. The policies consider market-specific recommended best
practices, transparency and disclosure when addressing issues such
as Board structure, director accountability, corporate governance
standards, executive compensation, shareholder rights, corporate
transactions and social/environmental issues.
We assess voting matters on a case-by-case basis and consider
a company’s circumstances, although we are guided by our
overarching principles on good corporate governance. We recognise
that regulatory frameworks vary across markets, and corporate
governance practices vary internationally so we will normally vote
on specific issues in line with the proxy guidelines for the relevant
market. Where a proposal is inconsistent with our principles and
guidelines, we will consider voting against the proposal.
We take a proportional approach to governance exceptions and
have put in place guidelines broken down by geographic regions
and market caps. While this document discusses our general
approach to voting, to understand the entire framework it should be

• Europe excl. UK & Ireland
• US & Canada
• Rest of the World [Argentina, Australia, Brazil, Cayman Islands,
China, Chile, Columbia, Hong Kong, India, Indonesia, Israel,
Japan, Korea, Latin America, Malaysia, Mexico, New Zealand,
Peru, Philippines, Russia, Singapore, South Africa, South
America, Taiwan, Thailand].
Exceptions apply for Small Global Capitalised Companies
including FTSE Small Cap and below/FTSE AIM and one of our
investment teams who vote in line with the relevant ISS benchmark
policy. However, appropriate alerts are applied to notify if there is
a Special/Court meeting to ensure that the team are consulted on
proposals if there is a vote referring to:
• Mergers & Acquisitions
• Related Party Transactions
• Mandatory Takeover Bid Waivers
• Reincorporation Proposals
• Shareholder Proposals
• Other non-routine items/controversial items
Liontrust’s Multi-Asset Investment team adopts the recommended
guidelines of ISS to vote on AGMs of underlying fund managers
and holdings.
In addition to the principles outlined above, other issues may be
relevant in our consideration of company practice and proxy voting
decisions. Liontrust’s Corporate Governance and Voting Framework
is available on our website.
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Voting Statistics Analysis 2021
In 2021, Liontrust voted at 97.72% (985 of 1008) of votable meetings. This included 11,026 out of 94.49%) votable proposals.

Voting Against and Abstaining/Withholding on Voting
Liontrust voted at least once against management or abstained on
proposals at 57.24% of votable meetings, and 9.87% of votes by
Liontrust funds were cast against proposals, which equates to 1,088
proposals. Liontrust chose to abstain from voting on 553 or 5.02%
of proposals. A further 144 or 1.31% of votes were withheld on.

Alignment with Management
Vote alignment with management
100%

75%

50%
Votes For

83.87%

Votes Against

9.87%

Votes Abstained on

5.02%

Votes Withheld on

1.31%

25%

Vote
instructions
2021

0%
Votes cast
With management

Alignment with our Proxy Adviser, ISS
ISS recommendations aligned with management recommendations
in 91.90% of cases, although Liontrust voted with management in
just 86.21% of cases. Liontrust chose not to vote in line with ISS on
408 resolutions.

ISS policy recommendations
Against management

Comparing vote cast alignment with management recommendations
highlights similarities and differences between your governance
philosophies and the investee’s approach to key corporate
governance issues.
The votes cast on Liontrust ballots during the reporting period are
aligned with management recommendations in 86% of cases,
while the ISS Benchmark Policy recommendations are at 92%
alignment with management recommendations.
Vote against policy
Just 0.73% of votes went against our designated policy for the particular
fund in question, whether that be ISS policy or Liontrust’s custom policy.
This equates to voting against assigned policy on 80 ballots and
demonstrates the discretion of the fund manager in the voting process.

Vote alignment with ISS
100%

75%

Vote alignment with policy

50%

100%

25%

75%

0%
Votes aligned with ISS

Votes Against ISS

50%

25%

0%
Votes aligned with policy

Votes Against designated policy
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Geographic Breakdown

Europe

Americas (North & South)

10%

99%

22%

56.5%
14.8%

North America

24.4%

Asia-Pacific (ex Japan)

0.8%

Japan

2.8%

Other Regions

100%

% of votes
against
management

Europe

Africa

% of votes
against
management

% of
meetings
voted

United Kingdom

Latin America

% of
meetings
voted

Asia

Oceania

Equities AUM
geographic
breakdown

0.1%
0.001%
0.5%
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% of
meetings
voted

% of votes
against
management

100%

18%

% of
meetings
voted

% of votes
against
management

100%

20%

Shareholder proposals
Liontrust’s policy regarding shareholder resolutions acknowledges
that they may encompass a wide range of issues. We assess
shareholder proposals in light of good practice, their materiality
and relevance to our approach and investment concerns. We will
consider supporting non-binding shareholder resolutions when the
broad purposes of the proposals are aligned with our policy views
or addresses potential improvements. For binding resolutions, a
proposal must be proportionate, in shareholder interests, focused
on improving the reputation and quality of a company’s operations
and practices, and aligned with our policy objectives and best
practice. When a company receives a shareholder proposal
related to an environmental and/or social issue, our assessment
will consider the robustness of its existing disclosures and our
understanding of its management of the issues. In 2021, 2.09% of
proposals voted on by Liontrust funds were filed by shareholders.
Rationale for our voting decisions
There are specific considerations that contribute to Liontrust’s
rationale for its voting decisions. These take the form of regional,
jurisdiction-level corporate governance norms. This is supported by
reports, reviews and initiatives that can be attributed to ESG themes
required to align with the SRD II.
Environment
In 2021, Liontrust’s voting policy for FTSE 350 constituent companies
stated that when Liontrust deems corporate disclosures and/or
management actions on climate change risk to be insufficient or
a company fails to be proactive in communicating its strategy for
reducing carbon emissions, we may withhold support for the reelection of directors or other related proposals.
Liontrust voted in 2021 on 36 proposals at 25 meetings pertaining
to climate change, the environment, greenhouse gases (GHG)
emissions and/or energy. It is important to note that most of these
proposals (28/36 or 77.8%) were filed by shareholders. Liontrust
supported 50% of votable shareholder-filed proposals (14/28
proposals at 17 separate meetings) relating to climate change and
100% (eight proposals at eight separate meetings) of those filed
by management.
Liontrust will enhance its custom voting policy in 2022 on climate
resolutions to clarify minimum expectations from companies. We

reserve the right to vote against the Board Chair at companies
when we feel that climate change is a major risk and the board
cannot demonstrate publicly that it is preparing sufficiently for it.
Furthermore, we will aim to take into consideration the research
and attributions provided on portfolio companies by organisations
such as Climate Action 100+ (CA100+), Transition Pathway
Initiative (TPI), Carbon Tracker and CDP.
In 2022, Liontrust will also start disclosing the carbon emissions of
our single strategy equity funds as part of fulfilling our commitments
to the Montréal Pledge. We consider voting to be an important tool
to implement change using the knowledge we gain from CA100+,
TPI and CDP data. Importantly, through disclosure, we can identify
areas of our portfolios that may benefit from increased engagement
and escalation by voting to influence environmental outputs.
Social
Gender Diversity
Liontrust considers gender diversity at board, executive and
company levels to be essential to the effective operation of a
company. We have joined discussions led by the 30% Club and
have encouraged investee companies to disclose internal data
on workforce diversity and pay through the Workforce Disclosure
Initiative (WDI), of which we are a signatory.
Our custom voting policy demonstrates Liontrust’s commitment to
driving positive change based on the findings of the HamptonAlexander review. The review has quantified a target threshold of
33% female board composition for FTSE 350 companies. This figure
is mirrored by Liontrust’s FTSE 350 and ISEQ20 custom voting policy,
which dictates that we will vote against Chairs of Nominations
Committees whose boards do not meet this minimum threshold of
gender diversity. Our proxy adviser, ISS, and global governance
solutions provider, Glass Lewis, have also aligned their FTSE 350
board diversity policies with the Hampton-Alexander review’s target.
Our US and Canada policy is broadly aligned, warranting a
vote against the Chair of the Nomination Committee when there
are fewer than 30% of women on the board. Our European and
Global voting policies seek to comply with best practice corporate
governance for local markets. For example, French companies in
which we are invested must reach a 40% minimum threshold on
gender balance.
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Case study: IntegraFin Holdings Plc
At IntegraFin Holdings’ Annual Meeting in March 2021, in
line with our gender diversity policy for FTSE 250 companies,
Liontrust’s Economic Advantage team voted against the election
of the Chair of the Nomination Committee. The company’s board
was composed of less than the 33% women recommended by the
Hampton-Alexander Review. Liontrust had a significant holding

of the company’s shares, which contributed to the noteworthy
38.15% of shares cast against the election of the director
in question. IntegraFin responded by, ahead of its February
2022 AGM, proposing the election of an additional female
board member, whose election was successful. This outcome
demonstrates the influence of voting in driving positive change
with regards to diversity, equity and inclusion at executive level.

Case study: Hilton Food Group
At Hilton Food Group’s 2021 AGM, the Economic Advantage team
chose to abstain from voting on the re-election of the company’s
non-executive Chair. There were two key elements driving the
decision: the long-tenured director’s holding in the company and
the board being composed of less than 33% women. As described
above, the Economic Advantage team’s investment process values
management or board level equity ownership. Whilst this process
is strictly only applied to small and micro-cap companies, and
Hilton Group had ‘graduated’ to FTSE 250 status, the team still

viewed this ownership as important. However, while recognising
this, the team wanted to send a signal regarding the level of
gender diversity on the board, which stood at 29% and therefore
below the 33% target. It was noted that the company had made
recent progress by appointing two female board directors, and
Liontrust recognises the importance of incorporating engagement
into our voting decision-making and following up after AGMs. The
reasons for the voting decision were fed back to the company in a
subsequent engagement meeting for them to understand our views
and respond accordingly.

Case study: London Stock Exchange
% of Board Members that are women

2021 AGM

50%

SUPPORT Re-election
of Chair NC (44% F)

45%

2019 AGM

40%

SUPPORT Annual
Report

35%
30%
25%

2016 AGM

AGAINST Annual
Report (15% F)

20%
15%

2020 AGM

10%
5%

2018 AGM

2017 AGM

ABSTAIN Annual
Report

AGAINST Annual
Report (9% F)

0%

ABSTAIN Re-election
of Chair NC

-5%
Q1

Q3
2016

Q1

Q3
2017

Q1

Q3
2018

Threshold
Where NC = Nomination Committee and F = % Board Members Female
Source: Bloomberg data, Liontrust Voting, 2016 to Q1 2021. AGM: Annual General Meeting
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Voting records
Liontrust publishes quarterly voting reports on the Liontrust website,
outlining how we vote on each holding at www.liontrust.co.uk/
about-us/corporate-sustainability/a-responsible-investor
Liontrust defines a ‘significant vote’ by the:
• Size of holding: where Liontrust funds hold more than 5% of a
company’s market capitalisation; and/or
• where Liontrust funds:
- Vote against a company’s remunerations policy;
- Vote on a Merger or Acquisition;
-V
 ote on a contentious issue identified by the Governance &
Stewardship team; and
- Vote against management on a shareholder proposal.
Liontrust’ Sustainable Investment team publishes quarterly voting
records with the rationale for voting an ‘against’ or ‘abstaining’ on
management resolutions www.liontrust.co.uk/sustainable.
The Liontrust Sustainable Investment team publishes an annual
engagement voting review on the Liontrust website at www.liontrust.
co.uk/sustainable.
Share lending
Liontrust operates a share lending programme when it believes it is in
the best interests of clients or it is requested by clients. If stock has been
loaned then the voting rights are given up and it is necessary to recall
the loaned stock to vote it. Liontrust’s Governance and Stewardship
team endeavours to recall all stock whenever possible through our
custodian, BNY Mellon, prior to a meeting deadline and restrict stock
being lent out when we are aware of upcoming meetings.
Voting in pooled funds and segregated mandates
Liontrust’s custom voting policies aim to reflect the best market
practice for governance, together with our expectations for
companies to be transparent on their strategy for environmental
and societal risks. We believe we are well placed to vote in the
best interests of our clients. While we do not have the capacity
to accept direct instructions from individual clients on how to vote
within pooled funds, we welcome dialogue with clients so we can
consider their rationale for a particular AGM/EGM or indeed
consider a change to our custom voting policy.

Fixed Income strategies
Liontrust has two fixed income teams: the Sustainable Fixed Income
Investment team and the Global Fixed Income Investment team.
Both teams vote on corporate actions in relation to their portfolio
holdings, which may involve minor amendments to existing
indentures or, on occasion, decisions on accepting terms for tender
arrangements.
The Liontrust Sustainable Fixed Income team’s focus is predominantly
on investment grade issuers and, given the size of assets under
management in corporate bonds, it is unlikely to be invited to initial
discussions on transactions and the structuring of new corporate
bond issues. The team does engage with its holdings in ESG
aspects and on any controversies that have arisen. For example,
the team engaged directly with water utility companies to gain a
better understanding of how ESG risks are being managed. More
specifically, questions were raised with a focus on combined sewer
overflows, health & safety incidents, monitoring and budgeted
maintenance.
The team also engaged with telecommunication companies on data
privacy breaches and customer satisfaction, and with banks to gain
a better understanding of corporate governance, executive pay
and how ESG risks are managed, with a focus on environmental
factors. All engagement ultimately initiates from the science-based
targets set by international treaties such as the Paris Agreement.
As part of the Liontrust Global Fixed Income team’s process, it
judges whether a company is an attractive long-term investment
by analysing factors which they call “PRISM”. The ‘S’ in the
PRISM research framework stands for Sustainability in relation
to environmental and social factors. The team seeks sustainable
investments in all senses: investing in issuers that can service their
debt beyond the maturity of any bonds purchased and not be
subject to large contingent liabilities or technological disruption.
The ‘M’ stands for Motivation: in assessing how the interests of
the managers and owners of a company are aligned with bond
investors. Effectively, this is about good governance. The team’s
preference is for considerable alignment, with owners and
management invested in the success of their enterprise for the long
term and whose motivations are aligned with those of bondholders.
Further information on how we exercised our voting rights during
2021 is set out in our company-wide engagement and voting
report.

For segregated mandated clients, the approach to voting is clearly
stipulated within each Investment Management Agreement.

All documents referred to within this report are available under the sustainability
section of our website.
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Key Risks and Disclaimers
Past performance is not a guide to future performance. The value
of an investment and the income generated from it can fall as
well as rise and is not guaranteed. You may get back less than
you originally invested. This document is issued by Liontrust Fund
Partners LLP (2 Savoy Court, London WC2R 0EZ), authorised
and regulated in the UK by the Financial Conduct Authority (FRN
518165) to undertake regulated investment business.

without notice. Whilst care has been taken in compiling the content
of this document, no representation or warranty, express or implied,
is made by Liontrust as to its accuracy or completeness, including
for external sources (which may have been used) which have not
been verified. It should not be copied, forwarded, reproduced,
divulged or otherwise distributed in any form whether by way of
fax, email, oral or otherwise, in whole or in part without the express
and prior written consent of Liontrust.

It should not be construed as advice for investment in any product
or security mentioned, an offer to buy or sell investments mentioned,
or a solicitation to purchase securities in any company or investment
product. Examples of funds are provided for general information only
to demonstrate our investment philosophy.

Before making an investment, you should read the relevant
Prospectus and the Key Investor Information Document (KIID), which
provide full product details including investment charges and risks.
These documents can be obtained, free of charge, from www.
liontrust.co.uk or direct from Liontrust. If you are not a professional
investor please consult a regulated financial adviser regarding
the suitability of such an investment for you and your personal
circumstances. 2022.07

The document contains information and analysis that is believed
to be accurate at the time of publication, but is subject to change

Liontrust Investment Partners LLP is authorised and regulated by the Financial Conduct Authority
reference 518552. Registered in England and Wales as a limited liability partnership under the
Limited Liability Partnerships Act 2000 with number OC351668 whose registered office is at 2
Savoy Court, London WC2R 0EZ. Liontrust Investment Partners LLP is part of the Liontrust Group.

