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The last two years have seen a huge increase
in demand for sustainable funds, or those
explicitly integrating environmental, social and
governance (ESG) factors into their processes
and portfolios. Naturally, fund companies
cottoned on and there has been a proliferation
of strategies available for investors to buy.
Greenwashing, when marketing material and
disclosures overstate the true level of ESG
integration within a strategy, was an inevitable
consequence of this trend.

Anyone who has interviewed a fund manager
of late will doubtless have seen an ESG slide
or two in their presentation. Most will say they
have always considered these factors and so
for fund selectors the key questions are: who
is genuine and how do they stack up versus a
burgeoning list of peers?

These questions cannot be answered by looking
atafund name, studying a presentation orsolely
using third party scores. Rather, the only way to
answer them comprehensively is by meeting
the manager, investigating their approach,
and challenging them appropriately. So how
do we go about this? Below | list some key
considerations and then name one manager
we think stacks up well (spoiler: it doesn’t have
responsible or sustainable in the name).

It is very important for a fund manager to be
able to artficulate how sustainability factors
are considered. Bland, vague responses don't
impress; rather we seek evidence of exactly how
they are considered in their process. Managers
nearly always have a few stock examples
listed in their presentation, ready to give you
a polished spiel on why that company bleeds
green. Naturally, they will be well-rehearsed
narratives and so we would rather challenge
names hidden away elsewhere in the portfolio.
This is where quantitative third-party tools can
come in. Whilst these shouldn’t be treated as
gospel, by looking at a full portfolio breakdown
we can see which constituents score less
well, be it from an environmental, social or
governance perspective. It is these names
which we like fo question managers on. Can
they clearly explain why that third party tool is
potentially misguided and why the company is
worthy of a spot in the portfolio? Furthermore,
can they evidence a deeper knowledge of the
business operations and strategy that extends
beyond a high-level description.

A key component of investing responsibly is
engagement and pushing for change when
necessary. This takes time and resources to be
done effectively and so it is crucial to assess
whether the investment team is sufficiently
resourced to carry this out. Furthermore, it is
important to see a track record of engagement
and the impact of these activities. Some
investment teams take care of engagement
themselves; others have separate teams
dedicated to this activity. If it's the latter
approach, then it is key to understand the

communication processes between the two.
Exploring the approach in more detail can often
reveal an indication of the fund management
firm’s stance as a whole and whether it has
invested in its feam sufficiently. Linked to this
is assessing whether the fund management
firm is also practicing what they preach. Does
it benefit from strong corporate governance,
or are they making commitments as a firm fo
improve employee diversity, for example?

Now, back to my spoiler comment. Surely the
end game from this heightened awareness
of all that encompasses sustainability is that
ESG considerations are embedded in all funds
without the need for sustainable or ‘green’
labels. Whilst we aren’t there yet, even now a
fund can score well against the above criteria
and not necessarily be labelled responsible or
sustainable. One such fund we rate highly is
Evenlode Income.

Evenlode focus their time seeking high quality
companies with asset light business models.
This typically steers them away from more
contfroversial sectors such as energy, mining
and utilities. . However, what impresses is
the depth of consideration evidenced in
their process. One way the team appraises
sustainability is by considering various risk
factors that feed directly into a company’s
maximum position size in the portfolio. Of
nine risk factors scored, four are ESG-linked.
Evenlode’s analyst team has grown in recent
years fo enable the evolution of their process
and research capabilities. The investment team
is 15 strong with three focused on sustainability
and stewardship. There is a transparent
approach to voting and engagement and the
team have also spent time building out carbon
emissions analysis, considering scope 1, 2 and
3 emissions for their portfolio, which separates
them from many peers. Many other managers
make some or all of these claims, but far fewer
live up to proper scrutiny so well.

At Momentum, we manage three distinct
product sefs with sustainable mandates.
We have a range of model portfolios for UK
clients and a global multi-asset fund in our
Luxembourg UCITS range. In these solutions
we have selected third-party managers who
we consider to be leaders at incorporating
sustainable considerations info their strategies.
Lastly, we manage a Global Sustainable
Equity fund where we have partnered with
systematic manager Robeco to deliver a
portfolio that provides exposure fo rewarded
investment style premia whilst also targeting
a significant reduction in carbon emissions,
waste generation and water usage. We would
be delighted to discuss these portfolios and our
approach in more detail with you.
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
MERERBERAE

9th Floor, Centre Mark I

305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest
Investment  Services  Limited and/or
Belvest related companies (collectively,
and individually Belvest) solely to its
clients, qualified prospective clients or
institutional and professional investors.
Unless stated otherwise, any opinions or
views expressed in this communication do
not represent those of Belvest. Opinions or
views of any Belvest company expressed
in this communication may differ from
those of other departments or companies
within Belvest, including any opinions or
views expressed in any research issued by
Belvest. Belvest may deal as Distributor or
Agent, or have interests, in any financial
product referred fo in this email. Belvest
has policies designed to negate conflicts of
interest. Unless otherwise stated, this e-mail
is solely for information purposes.

This message may contain confidential
information.  Any use, dissemination,
distribution  or reproduction of this
information outside the original recipients
of this message is strictly prohibited. If
you receive this message by mistake,
please notify the sender by reply email
immediately.

Unless specifically stated, neither the
information nor any opinion contfained
herein constitutes as an advertisement, an
invitation, a solicitation, a recommendation
or advise to buy or sell any products,
services, securities, futures, options, other
financial instruments or provide any
investment advice or service by Belvest.

Tel +852 28271199
Fax +852 2827 0270
belvest@bis.hk

www.bis.hk

No representation or warranty is given as
to the accuracy, likelihood of achievement
or reasonableness of any figures, forecasts,
prospects or return (if any) contained in the
message. Such figures, forecasts, prospects
or returns are by their nature subject to
significant uncertainties and contingencies.
The assumptions and parameters used
by Belvest are not the only ones that
might reasonably have been selected
and therefor Belvest does not guarantee
the sequence, accuracy, completeness
or timeliness of the information provided
herein. None of Belvest, its group members
or any of their employees or directors shall
be held liable, in any way, for any claims,
mistakes, errors or otherwise arising out
of or in connection with the content of this
e-mail.

This e-mail and any accompanying
attachments are not encrypted and cannot
be guaranteed to be secure, complete or
error-free as electronic communications
may be intercepted, corrupted, lost,
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore
does not accept any liability for any
interception, corruption, loss, destruction,
incompleteness, viruses, errors, omissions
or delays in relation to this electronic
communication. If verification is required
please request a hard-copy version.
Electronic communication carried within
the Belvest system may be monitored.



