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Many things have stood out for the sustainable investor over the last 
twelve months, here we reflect on three: credibility; exclusions; and data. 
 
 

Credibility 
Credibility, the quality of being trusted and believed in, has become the byword for the sustainable investor. 

It has been widely reported that a financial advisory firm, after an extensive review, culled more than 1,200 

funds with combined assets of $1.4 trillion from its European sustainable fund list earlier this year. This cull 

represents around 40% of the assets under management that the company had considered sustainable at the 

end of September 2021. Our response? Too right! 

Most of the funds rejected were classified as Article 8 funds under the Sustainable Finance Disclosure 

Regulation (SFDR). SFDR sets out the mandatory ESG disclosure obligations for asset managers and aims to 

bring in a level playing field for financial market participants and provide transparency in relation to 

sustainability risks. As managers of the Sanlam Sustainable Global Dividend Fund, an ‘Article 8’ fund, we 

know how important the external validation of sustainability credentials is.  

We are surprised at how many funds have managed to be classified as ‘Article 8’ funds. Any action by 

research and data providers to raise the hurdle and help ensure greenwashing is eradicated should be 

applauded. 

At Sanlam, we believe several things are key to help ensure credibility in sustainable investing. In addition to 

negative screening, where certain subsectors are excluded, sustainability analysis must be embedded in the 

research process for choosing which companies to invest in. A clear test of this is that you can demonstrate 

that companies that fail your sustainability analysis will not be invested in. In the same way that you wouldn’t 

invest in companies that you felt had weak business models or were expensive. We employ a sustainability 

scorecard as the first part of any company analysis. If a company scores negatively we will not proceed. 

Engagement with companies is also an important part of sustainable investing. Voting is key here as it allows 

for scrutiny of a board’s actions. We vote on all items and proposals on behalf of our clients. When we vote 

against management proposals, we let the company know why we have voted the way we have. This naturally 

leads, in most cases, to engagement and we can then further assess the responses we are given.  

We believe external validation of sustainability credentials by the likes of Morningstar and MSCI is key as is 

having targets for portfolios related to such bodies. We target an MSCI ESG rating of AA or AAA, the top two 

ratings, for our fund, always.  

 

Exclusions 

Exclusions, companies removed from consideration in a portfolio, have become a hot topic in sustainable 

investing this year. 

Most sustainability funds apply at least one exclusion criterion where they exclude certain companies from 

investment. Controversial weapons are the most excluded category followed by tobacco and thermal coal. 

The Sanlam Sustainable Global Dividend Fund excludes companies that derive more than 10% of their 

revenues from tobacco, alcohol, gambling, adult entertainment, weapons, and fossil fuel extraction. There are 

debates surrounding the use of exclusions that are worth considering. 

Some argue that exclusions are costly to investors because of the performance missed out on by not owing 

certain areas of the market. The only evidence we have seen that supports this is based on analysis covering 

the last 20 years. We would argue that the growth of sustainability funds that use exclusions has only taken off 

in the last few years. Using 3, 5 and even 10 years of history would show that sectors like tobacco and 

integrated oil & gas have performed poorly. 
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Others argue about the effectiveness of exclusions on changing behaviours. They state that regulation is the 

bigger driver in the reduction of say, controversial weapons or tobacco consumption. We would argue that 

timeframes are important. Many of the key regulations such as the UN Convention on Cluster Munitions (in 

force in 2010) or the World Health Organisation Framework Convention on Tobacco Control (in force in 2005) 

pre-date the growth of sustainability funds. 

We believe exclusions have several clear positives. One of the criticisms of many funds that claim to take 

environmental, social and governance (ESG) issues seriously is that it is hard for investors to see the 

evidence of this. We have always felt that one sure way to evidence the integration of ESG is to show that 

stocks are not invested in because of ESG issues. There are two ways to do this, one is to exclude companies 

the other is to demonstrate a research process where stocks fail because of rigorous ESG analysis. We do 

both, we exclude certain sectors and if a company fails our sustainability analysis we will not invest. Indeed, 

sustainability analysis is the first part of our company analysis. 

The use of exclusions also has an indirect impact by raising public awareness of environmental and social 

issues. Funds that employ exclusions tend to state this up front and visibly to investors which helps with 

raising this awareness. But for us the most important positive is client choice. Clients want the option of 

investing in funds that exclude areas of the market that they are uncomfortable investing in. Who are we to 

disagree? 

 

Data 
Data, facts, and statistics collected for reference or analysis, is a key issue for the sustainable investor. 

As managers of a strategy that invests in companies that combine strong sustainability and dividend 

credentials, we often get asked about the quality of sustainability data and reporting. Sustainability reporting 

has improved over recent years and this needs to continue to allow investors to make informed decisions over 

how to allocate their clients’ capital. However, we believe that perfect sustainability data should not be the 

enemy of good data, that is, investors should focus on companies with data and reporting goals that are 

directionally improving. 

Other items we could have discussed: voting; engagement; executive remuneration; and carbon pricing. One 

thing we are sure of, sustainable investing will only gain in importance whatever the discussion points.  
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Disclaimers:

The Fund has holdings which are denominated in currencies other than sterling and may be affected by movements in exchange rates. Consequently, the value of an 

investment may rise or fall in line with the exchange rates. 

The value of this portfolio is subject to fluctuation and past performance is not necessarily a guide to future performance. The performance is calculated for the portfolio 

and the actual individual investor performance will differ as a result of initial fees, the actual investment date, the date of reinvestment and dividend withholding tax. All 

terms exclude costs. Fluctuations or movements in exchange rates may cause the value of underlying investments to go up or down. Do remember that the value of 

participatory interests or the investment and the income generated from them may go down as well as up and is not guaranteed, therefore, you may not get back the 

amount originally invested and potentially risk total loss of capital. Therefore, the Manager does not provide any guarantee either with respect to the capital or the return of 

a portfolio. The Manager has the right to close any Portfolios to new investors to manage them more efficiently in accordance with their mandates. Collective Investment 

Schemes are traded at ruling prices and can engage in borrowing and scrip lending. Collective Investment Schemes (CIS) are generally medium to long term investments. 

A schedule of fees and charges and maximum commissions is available on request free of charge from the Manager, the Investment Manager or at www.sanlam.co.uk. A 

full summary of investor rights can also be found online at https://www.sanlam.co.za/ireland/Documents/SAMI%20Shareholder%20Engagement%20Policy.pdf Documents 

are provided in English. 

This document is marketing material. Issued and approved by Sanlam Investments which is authorised and regulated by the Financial Conduct Authority. Sanlam 

Investments is the trading name for Sanlam Investments UK Limited (FRN 459237), having its registered office at 24 Monument Street, London, EC3R 8AJ. The UCITS 

Management Company has the right to terminate the arrangements made for the marketing of funds in accordance with the UCITS Directive. 

The Fund is a sub-fund of the Sanlam Universal Funds plc, a company incorporated with limited liability as an open-ended umbrella investment company with variable 

capital and segregated liability between sub-funds under the laws of Ireland and authorised by the Central Bank. The Fund is managed by Sanlam Asset Management 

(Ireland) Limited, Beech House, Beech Hill Road, Dublin 4, Ireland, Tel + 353 1 205 3510, Fax + 353 1 205 3521 which is authorised by the Central Bank of Ireland, as a 

UCITS Management Company and Alternative Investment Fund Manager, and is licensed as a Financial Service Provider in terms of Section 8 of the South African FAIS 

Act of 2002. Sanlam Asset Management is a registered business name of Sanlam Asset Management (Ireland) Limited. Sanlam Asset Management (Ireland) has appointed 

Sanlam Investments UK Ltd as Investment Manager to this fund. 

This document is provided to give an indication of the investment and does not constitute an offer/invitation to sell or buy any securities in any fund managed by us nor a 

solicitation to purchase securities in any company or investment product. It does not form part of any contract for the sale or purchase of any investment. The information 

contained in this document is for guidance only and does not constitute financial advice. 

The fund price is calculated on a net asset value basis, which is the total value of all assets in the portfolio including any income and expense accruals. Trail commission 

and incentives may be paid and are for the account of the manager. Performance figures quoted are from Sanlam and are shown net of fees. Performance figures for 

periods longer than 12 months are annualized. NAV to NAV figures are used. Calculations are based on a lump sum investment. 

Please note that all Sanlam Funds carry some degree of risks which may have an adverse effect on the future value of your investment. Any offering is made only pursuant 

to the relevant offering document, together with the current financial statements of the relevant fund, and the relevant subscription/application forms, all of which must be 

read in their entirety together with the Sanlam Universal Funds plc prospectus, the Fund supplement and the KIID. All these documents explain different types of specific 

risks associated with the investment portfolio of each of our products and are available free of charge from the Manager or at www.sanlam.ie. No offer to purchase securities 

will be made or accepted prior to receipt by the offeree of these documents, and the completion of all appropriate documentation. Use or rely on this information at your 

own risk. Independent professional financial advice should always be sought before making an investment decision as not all investments are suitable for all investors.  

This document contains information intended only for the person to whom it is addressed or presented (Investment Professionals, defined as Eligible Counterparties or 

Professional Clients), and is intended for evaluation purposes, with no licence to use the content or materials within. It must not be distributed to general public, or relied 

upon by Retail Investors. 

The opinions are those of the author at the time of publication and are subject to change, without notice, at any time due to changes in market or economic conditions. 

Whilst care has been taken in compiling the content of this document, neither Sanlam nor any other person makes any guarantee, representation or warranty, express or 

implied as to its accuracy, completeness or fairness of the information and opinions contained in this document, which has been prepared in good faith, and to the fullest 

extent permissible under UK law. Some parts/sections of this document may been compiled from external sources. Whilst these sources are believed to be reliable, the 

information has not been independently verified and is subject to material amendment, revision and updating, therefore no representation is made as to its accuracy or 

completeness. No reliance may be placed for any purpose whatsoever on the information, representations or opinions contained in this document nor shall it or any part 

of it form the basis of or act as an inducement to enter into any contract for any securities, and to the fullest extent permissible under UK law no liability is accepted or any 

such information, representations or opinions. The comments should not be construed as a recommendation of individual holdings or market sectors, but as an illustration 

of broader themes.  

Statements in this document that reflect projections or expectations of future financial or economic performance of a strategy, or of markets in general, and statements of 

any Sanlam strategies’ plans and objectives for future operations are forward-looking statements. Actual results or events may differ materially from those projected, 

estimated, assumed or anticipated in any such forward-looking statement. Important factors that could result in such differences, in addition to the other factors noted with 

forward-looking statements, include general economic conditions such as inflation, recession and interest rates, political or business conditions or in the tax or regulatory 

framework in the UK or other relevant jurisdictions, any of which could cause actual results to vary materially from the future results implied in such forward-looking 

statements. No assurance can be given as to the future results that will be achieved. 

Sanlam makes no representation as to whether any illustration/example mentioned in this document is now or was ever held in any Sanlam Fund or Model Portfolio. 

Examples / Illustrations shown are only for the limited purpose of analysing general market, economic conditions or highlighting specific elements of the research process.  

All of the information herein should be treated as confidential material with no less care than that afforded to the addressee's own confidential material of the most sensitive 

nature. 

Neither Sanlam nor any other person accepts responsibility or liability whatsoever for any loss howsoever arising, either directly or indirectly from any use of this presentation 

or its contents or otherwise arising in connection therewith. It should not be copied, faxed, reproduced, divulged or redistributed or passed on, directly or indirectly, to any 

other person or published in whole or in part, for any purpose, without the express written consent of Sanlam. 

This document may constitute material non-public information, the disclosure of which may be prohibited by law, and the legal responsibility for its use is borne solely by 

the recipient. 

There is no certainty the investment objectives of the portfolios or strategies mentioned in this document will actually be achieved and no warranty or representation is 

given to this effect. 

Sanlam funds mentioned in this document are only available for sale in certain jurisdictions. For the avoidance of doubt, this document is not intended to promote these 

Funds to any person in any jurisdiction where such promotion is not permitted under applicable laws and regulations. Potential investors in these Funds should inform 

themselves of the applicable laws and regulations of the countries of their citizenship, residence or domicile and which might be relevant to any type of transaction in 

shares/units of our Funds. By accepting the terms of this disclaimer, you expressly acknowledge that you are, as the case may be, an investor who is legally or otherwise 

duly authorised to seek information about our Funds. 
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