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Responsible investment 
is widely defned as the 
incorporation of environmental, 
social and governance (ESG) 
factors when making investment 
decisions. It’s about our values 
and common future, but it’s 
also about recognising that 
these factors can impact long-
term investment performance. 
Here we outline the diferent 
approaches used and explain 
why ESG considerations are 
important to protect and grow 
your savings. 

2 



 
 

 
 
 

 

 
 

 
 

 
 

 

 
 

 
 

 
 

 
 

 
 

 
 

 

Investing for a sustainable future 
The coronavirus pandemic has rocked our sense of 

stability, reminding us that economic and societal 
disruption can come from unexpected places. At the 
same time, the crisis has strengthened our sense 
of collective responsibility, showing what can be 
achieved when we pull together. 

This feeling of urgency in the face of a shared 
challenge is more important than ever. Major threats 
such as climate change and biodiversity loss require 
unprecedented global action – and the clock is 
ticking. At the same time, we can’t ignore serious 
social problems, whether it’s racial inequality, gender 
discrimination or human-rights abuses. 

These challenges form a backdrop to the growing 
focus on sustainability. Companies are paying 
increasing attention to their environmental and social 
impacts. 

Individuals are also making positive changes in their 
daily lives, such as switching to renewable energy, 
recycling and buying environmentally friendly 
products. But have you considered whether your 
pension or stocks and shares ISA are aligned with a 
sustainable future? 

Major threats such as climate 
change and biodiversity loss 
require unprecedented global 
action – and the clock is ticking. 
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Why does responsible 
investment matter? 
Choosing a fund for your pension or ISA savings that incorporates ESG is a simple 
step you can take to make sure your savings are invested more responsibly. As well 
as the impacts on society and the environment, how companies respond to issues 
such as climate change and the pandemic could ultimately infuence investment 
returns. That means choosing a fund with an ESG approach could also be benefcial 
to the value of your savings – although there’s no guarantee. 

ESG factors help investors understand risks and opportunities, and the degree to which companies are managed 
for the long term. Examples include: 

Environmental Social Governance 

✓ Climate change ✓ Human rights and labour ✓ Board independence 

✓ Biodiversity      standards ✓ Board diversity 

✓ Waste and pollution ✓ Product safety and liability ✓ Anti-corruption policies 

✓ Water use and conservation ✓ Workplace safety ✓ Shareholder rights 

✓ Deforestation ✓ Workplace benefts ✓ Compensation structures 

✓ Natural resource use ✓ Diversity/inclusion policies ✓ Corporate political

✓ Clean technology ✓ Data protection and privacy      contributions/lobbying 

✓ Green buildings 

✓ Renewable energy 

✓ Community involvement 

✓ Nutrition and health 

✓ Corporate behaviour/
     corruption 

✓ Supply chain/
     controversial sourcing 

All companies can be impacted by ESG factors. We believe well-governed companies that wisely manage their 
environmental and social impacts are more likely to succeed and therefore ofer better long-term growth 
potential for investors. 

The value of investments may go down as well as up. You may get back 
less than you invest. 
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Ørsted 

Uber 

ESG risk 

Famous for disrupting the transportation system, and more recently 
the meal delivery market, Uber is a tech company that links customers 
and drivers. With its mission to ‘make life easier to navigate for 
everyone’, it has made a signifcant impact on society. However, its 
performance has been challenged by its labour standards and policies 
– an ESG ‘social’ factor. Its business model has relied upon drivers being 
self-employed. But after a lengthy legal process, in February 2021 
the UK Supreme Court ruled that Uber now must give workers rights, 
including the minimum wage and holiday pay to all its drivers in the 
UK. There are similar legal rumblings for Uber in other countries too, 
showing the importance of understanding how a company treats its 
key stakeholders. 

ESG opportunity 

Ørsted is one of the world’s largest renewable-energy companies, with 
a focus on large ofshore wind farms. Over the past decade or so the 
company has undergone a complete transformation from its origins in 
fossil fuels, to focusing predominantly on green-energy solutions. Ørsted 
aims to power 30 million people with clean ofshore wind power by 
2025. The world needs to invest enormous sums of money to shift the 
energy system away from fossil fuels, and Ørsted has positioned itself 
to address this growth opportunity. Many investors will classify this as 
an ‘environmental’ investment, specifcally focused on tackling climate 
change. 

This should not be taken as investment advice. The examples are for illustrative purposes only. 
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Common approaches 
There are diferent types of approaches to responsible investment, including labels 
such as ethical, sustainable and impact. These may difer in terms of objective and 
criteria used, but all incorporate ESG factors in various ways. Broadly speaking, there 
are fve ways of using ESG information when investing: 

Integration – Assess 

This approach doesn’t have any set environmental or social objectives. However, it means ESG factors are 
considered in the investment decision-making process and, in many instances, the fund manager will engage 
with companies and use voting rights to infuence positive change. For example, as part of their analysis, a fund 
manager might discover that a company has a poor workplace safety record and they might then engage with 
senior management to fnd out more and encourage best practice. Depending on the outcome, the fund manager 
will invest or not invest in the company. 

Negative screening – Avoid 

This involves excluding companies which don’t meet ethical or moral criteria, ESG standards, or internationally 
accepted ‘norms’ such as the United Nations Global Compact (a principles-based framework covering human 
rights, labour, the environment and anti-corruption). Common exclusions include companies involved in weapons 
manufacturing, tobacco products, gambling and fossil-fuel extraction. 

Positive screening – Favour 

This approach favours companies that have positive or improving ESG performance relative to their competitors. 
For example, a fund may favour companies with lower carbon emissions over those with a poorer record on 
emissions. 

Impact – Change 

Impact funds invest in companies and projects that actively aim to deliver a measurable social or environmental 
impact alongside a fnancial return. For example, an impact fund may invest in a company focused on social 
housing, i.e. helping to make good and afordable homes available to all, irrespective of fnancial background. 

Thematic – Focus 

These funds focus on specifc themes, such as climate change, sustainable agriculture, water, healthcare, and 
gender equality. For example, a sustainable water fund will invest in companies that address the challenges 
related to the supply, quality, and allocation of clean water. 
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ESG in active and passive investing 
There are two main types of investing – active and passive – and they approach the incorporation of ESG 
diferently. While they difer in terms of approach, both can practise stewardship, also known as active ownership. 
This means actively engaging and voting at shareholder meetings to help steer companies in the right direction. 

Active investing is when a fund manager 
‘actively’ maintains a portfolio of investments, 
deciding when to buy and sell depending on a 
range of factors. 

For example, as part of their assessment of 
a company, an active fund manager may look 
at its fnancial results, meet the executive 
management team, or do a tour of one of their 
factories. They can integrate both qualitative 
(does the company have the right culture?) 
and quantitative (is the company reducing its 
greenhouse-gas emissions?) ESG information 
when looking at an investment. 

They may decide not to buy a stock due to 
poor management of ESG factors, or to sell an 
existing investment if it’s showing deteriorating 
ESG performance. 

Impact investing, in the strict sense of adding 
real environmental and social benefts, is 
often seen as better suited to active fund 
management. 

Passive investing is when a fund’s holdings copy 
or ‘track’ a benchmark (for example the FTSE 
100) by investing in the same companies, in the 
same proportions, as that benchmark. 

These funds tend to cost less than active funds 
as there is no fund manager discretion involved. 
They can take ESG factors into account by 
tracking a benchmark that itself considers ESG 
factors in its makeup, usually relative to a non-
ESG parent benchmark. 

For example, a passive ESG fund might exclude 
particular companies or sectors, include only 
frms with strong ESG credentials, or it might 
‘tilt’ its exposure relative to its parent index. In 
an ESG context this could mean using negative 
or positive screening. It can also mean tilting the 
portfolio so that it holds more or less of certain 
types of companies than the parent benchmark, 
for example reducing the weighting in carbon-
intensive stocks and increasing it in ones with 
higher ESG scores. 

7 



 
 

 
 
 
 

 
 

 
 

 
 

 
 

 

 

Protecting and growing your savings 
Investing responsibly generally reduces the number of companies a fund can 
invest in, which could impact performance. However, there’s increasing evidence 
that there’s a positive connection between a company’s performance and its 
approach to managing ESG factors, which in turn could have a positive impact on 
your savings. Recent years have seen a signifcant rise in demand for ESG-oriented 
funds, refecting a growing awareness that these factors can infuence long-term 
investment returns. 

Your portfolio and the climate emergency 

Investors now need to think very carefully about their exposure to climate risks, whether it’s from government 
policy, technological innovation, changing consumer preferences, or disruption caused by extreme weather. All 
companies can be impacted by climate change, but some are at more risk than others. Fossil-fuel companies are 
an obvious case in point. As action to combat climate change builds momentum many of their assets, including 
coal mines and oil felds, could lose signifcant value. On the other side, companies that are focusing on climate 
solutions, whether through products or services, are likely to beneft from the transition to a low-carbon future. 

Of course, a central reason to consider ESG when investing is that it, directly and 
indirectly, can contribute to a fairer, more sustainable world, and bring your savings 
in alignment with your values. With UK pension and savings assets totalling over 
£8.5 trillion¹, the ability to infuence change is signifcant. 

¹Source: The Investment Association (IA) Investment Management in the UK 2019  2020 report. 
Based on total UK assets managed by IA members as at 31 December 2019. 8 



 

 
 

 
 
 

 
 

 
 

  
 

 

How can I fnd out if my savings are 
invested with a responsible approach? 
If you invest in a workplace pension scheme default fund (the fund you’re 
automatically invested in if you don’t make your own investment choice) then you 
may already be invested in funds that incorporate ESG. If you have savings in an ISA 
(Individual Savings Account) or a general investment account, your investments are 
unlikely to incorporate ESG considerations unless you have actively selected a fund 
that has an ESG approach. 

Fund factsheets and Key Investor Information Documents (KIID) should provide 
detail about the ESG criteria a fund looks at. If you’re not sure if a fund meets your 
own ESG objectives, you may want to speak to your fnancial adviser. If you don’t 
have one, you can fnd one at on the Money Helper website. There may be a charge 
for this advice. 

With UK pension and 
savings assets totalling over 
£8.5 trillion, the ability to 
infuence change is signifcant. 
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Aegon and responsible investment 
As an investment provider and responsible business, we think holistically and long 
term. ESG is ultimately about protecting and growing our customers’ savings, as well 
as contributing to a more sustainable world. 

Challenges such as climate change are global and systemic in nature, requiring bold action from governments 
and the private sector. At Aegon, we have committed to net-zero carbon emissions for our pension default funds 
by 2050, and a 50% reduction by 2030. 

We’re continuously enhancing our ESG approach. Our responsible investment framework articulates our approach 
to ESG and sets a minimum standard for fund managers on our platform to adhere to. We currently have around 
200 ESG funds to choose from on our platform. What’s more, we’ve added dedicated ESG components to our 
pension default funds, improving their sustainability profles. 

In short, responsible investment is a top priority for us, and we hope this brochure has helped clarify why the 
consideration of these factors is in your interest too. 

200 0 30 
Over 200 ESG investment Net zero carbon emissions Over 30 years’ experience 
options on our platforms. by 2050, and half by 2030. managing responsible investments. 

Important information 
Please see fund factsheets or Key Information Documents for details of fund-
specifc risks. 

The value of investments may go down as well as up and you may get back less 
than you invest. 

This document is for information purposes only. Reliance shouldn’t be placed on 
the information when taking individual investment decisions. If you need any help, 
please speak to a fnancial adviser. You can fnd one in your local area through 
moneyhelper.org.uk. 
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At Aegon, we have committed 
to net-zero carbon emissions for 
our default funds by 2050, and 
a 50% reduction by 2030. 
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To fnd out more about Aegon’s responsible 
investment options, please go to 
aegon.co.uk/responsibleinvestments 

If you’d like a large print, Braille or audio CD version of this document, please call 
0345 608 1680 if you’re an Aegon Retirement Choices investor, or 0345 604 4001 if 
you’re an Aegon Platform investor (please note, call charges will vary). We’re always 
here to help – if you need some additional support form us please let us know. 

Aegon is a brand name of Scottish Equitable plc. Scottish Equitable plc, registered ofce: Edinburgh Park, 
Edinburgh EH12 9SE. Registered in Scotland (No. 144517). Authorised by the Prudential Regulation Authority 
and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Financial Services 
Register number 165548. © 2021 Aegon UK plc 
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