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Environmental, Social and Governance (ESG) Investment Statement 

 

Scottish Widows is committed to being a responsible investor on behalf of our customers, whether 

through the investments we make directly, the mandates we have in place with our Fund Managers 

or through our position as an asset owner. We have a strong emphasis not only on governance within 

our own company but also on fund governance and this influences our assessment of Fund Managers 

and Investment Partners.   

Most importantly, we recognise that our role is to keep people’s money safe and deliver good 

retirement outcomes. Customers need to know that material financial risks and opportunities linked 

to environmental, social and governance issues have been addressed.  We are committed to 

developing a better understanding of Sustainable Investment so that customers can make informed 

choices that may help secure a future worth living in. However, our customers are clear that while we 

should adapt and improve our investment strategy, this should only be done where it is not 

detrimental to overall returns.  

There are two broadly distinct approaches to incorporating ESG into investment decisions, although 

many firms will adopt a blended approach using elements of both. These two approaches are outlined 

in the table below: 

 

 

SUSTAINABLE INVESTMENT / ENGAGEMENT 

MODEL 

TILTED INVESTMENT / EXCLUSIONARY MODEL 

 

ESG factors and analysis of a company / asset are used as 

an input to assessing the value of a potential investment, 

including the direction of travel on ESG, in the same way 

that other factors are considered. 

Accordingly, a fund with ESG incorporated using an input 

led approach may still make an investment despite a poor 

ESG score, when considering the full range of factors 

including market price. However, by fully considering the 

full range of factors associated with each investment, the 

true value of the asset and the risks borne by the investor 

are much better understood. 

Our investment will also work with Investee Companies to 

influence their Strategy and approach, liaising with 

management and voting on resolutions, with a clear focus 

on enhancing a company’s ESG approach – this is because 

we believe that doing so can both be good for society but 

also drive better long term returns for our customers.  . 

 

Using this approach, funds will have a specific commitment to 

having an element of ESG rating or approach reflected in the 

final portfolio.  This tilt or exclusion will be applied regardless 

of whether the investment manager considers it will add value 

to the returns based on market prices at the time. 

This may comprise a set of sector exclusions, a limit on the 

carbon “score” of a portfolio or a pre-defined minimum 

outcome for the average ESG “score” of the portfolio relative 

to the index. This form of investment does not necessarily 

come at the expense of returns, albeit customers may accept a 

reduction dependent on the level of impact being sought via 

the Investment. 

 



At Scottish Widows we believe that all companies have an important role to play on ESG.   Our 

approach at Scottish Widows is therefore to broadly favour the Engagement Model and this is in line 

with the approaches adopted by our key Asset Manager partners. We believe our scale and expertise 

has the potential to positively influence Investee companies to make changes where necessary. In 

addition, access to investment is vital for those companies looking to make improvements to their 

operations.  Influencing a company, from our role as an investor, is much more likely where it is clear 

that we are prepared to invest in them in the right circumstances than if we have an automatic 

exclusion. 

As a signatory to the United Nations Principles for Responsible Investment (UN PRI), Scottish Widows 

is committed to having more than 50% of Assets Under Management (AUM) with ESG issues 

incorporated into our investment strategy by the end of 2019, thus demonstrating an input led 

approach. We have made significant improvements in this regard and have reached 58% of total AUM 

as at November 2018 (having been at 10% initially) which is strong evidence of the ESG approach taken 

to our direct and delegated investment activity. 

Within this I can confirm that 100% of the equity assets managed within our WP funds meet the UN 

PRI standard for ESG. 

 


