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Introduction
Arisaig Partners invests in the aspirations of the emerging market consumer. We do this with a
uniquely long-term perspective, believing this to be a multi-decade opportunity that will reward the
patient. With this in mind, we model each of our companies out over a twenty-year time horizon. This
naturally forces us to consider implications of major long-term sustainability trends. Climate change
is, in our view, one of the most critical of these, threatening every aspect of life on earth. In this policy
paper we lay out how we at Arisaig Partners are incorporating these risks into our portfolio investment
decision-making as well as our own internal operations.

What does climate risk mean to us?
The effects of climate change can broadly be categorised into two risk buckets:
a) Transition risk
This is the risk involved with a transition to a low-carbon economy. These risks include changes
in policy (e.g. carbon taxes and cap-and-trade schemes), technology developments (e.g.
arrival of new low-carbon alternatives) and behavioural/reputational effects (e.g. consumers
adjusting their habits to align with a low-carbon future).
For the consumer sector, these latter two factors play an increasingly strong role as customers
shift spending patterns towards more sustainable baskets and hold companies to account for
their environmental cost. The emphasis here from companies is on mitigating this risk – and
even converting it into an opportunity in some cases – through continued business model
evolution and efficiency improvements.
b) Physical risk – the environmental impacts of climate change on the planet, people and
organisations. These can be broken down into:
a. Acute Risks - dramatic extreme weather events – principally floods, droughts, heat
waves, tropical storms, wildfires;
b. Chronic Risks - the more gradual, progressive effects of global temperature increases
– principally sea level rise, precipitation patterns and heat stress.
Companies must adapt to this risk in the most effective means possible. It is impossible to
completely offset such risk (for example, a consumer company operating in the Philippines
must accept that there will be a disruptive annual typhoon season), but certain resilience
measures can be built into operations that will help the business survive the shocks that the
increasingly volatile climate throws at them.
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Climate-Related Risks, Opportunities and Financial Impact

Source: Task force on Climate-related Financial Disclosure
An important point of note is that transition risk and physical risk are inherently linked, although via
opposing forces. If strong and immediate policy action is taken (and we break from our current
emissions pathway), then physical risk could potentially be contained. However, failure to do so could
result in a perfect storm of growing physical risk which prompts reactive and aggressive policy action.
That said, it is important to distinguish these two risks as individual company exposure to them can
be quite different – for example, a renewable hydroelectric plant in India will have little-to-no
transition risk, but significant physical risk as water shortages threaten future output. Regardless, all
companies must both mitigate the risks of a transitioning global energy system and adapt to the
changing climatic conditions.

Why does it matter?
Globally, land-ocean surface temperatures have been rising been rising for over a century and now sit
almost 1° centigrade above the mid-century average. This is already having profound effects on the
global climate system, manifesting in a growing number of extreme weather events recorded globally.
This in turn is having manifold impacts on people and ecosystems. In 2018 alone, AON, a leading global
reinsurance firm, estimated that natural catastrophe events caused USD225 billion in economic losses.
More opaque economic costs such as productivity losses due to heat stress mean the total damage is
significantly higher than this.
Manmade carbon emissions are now the prime suspect behind this and with almost all projections
pointing to further increases in emissions over in the coming years, the situation is forecast to
worsen 1. This will have significant consequences on future extreme weather events, biodiversity and
1

Temperature increases lag carbon emissions by around 40 years, meaning that even if net emissions are cut to
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human health.
Emerging markets are particularly vulnerable to these risks given their geographic positioning (many
are located between the tropics, where many of the most extreme weather events are concentrated)
and economic fragility (they tend to lack the infrastructure and fiscal resources to respond to and/or
mitigate the effects of climate change).
There are other factors at play in emerging markets such as the insurance gap (many remain fully
exposed to physical climate risk), the dependence on manual labour within the economy (exposing
them more to extreme heat events) and a high reliance in some countries on cereals for their daily
nutrition (the production of which is highly concentrated globally and increasingly exposed to climate
events).
We have already seen some of the physical consequences of climate change within our portfolios
(see examples below). With these types of events expected to increase over coming decades, it is
imperative that we stay on top of to prevent material value destruction.
Extreme Weather Events Affecting Arisaig Holdings
Value Chain Pillar Company

Case

Supply Chain

In 2019, a drought in Australia caused severe shortages of locally-grown soybean
(to the point at which Vitasoy alone was demanding a volume equivalent to
almost the entire national output). This caused local prices to sky-rocket to over
two times the global market level. This caused operating profit of the Australia
and New Zealand business to drop by 17% in 1H FY19/20, with worse expected for
the second half. Alternative soybean sourcing is not straightforward as the
company demands non-GMO, which is in scarce supply globally.

Operations

In 3Q19, a drought in the Mid-West of Brazil limited the water access to Hypera's
main plant in Anápolis. This caused the company c.USD4m in lost sales during the
quarter. This has since been resolved but is also likely to impact Q4.

End Demand

In November 2013, Super Typhoon Yolanda hit the North of the Philippines. This
forced 23 of Jollibee's stores (1.1% of network) to shut for a period.
In 2014, another typhoon hit, this time Manila, which hit same-store sales during
the third quarter.

On the transition risk side, there is growing awareness and acceptance of the role of government-led
policy and regulation to limit the level of global emissions to within manageable levels 2 – a 2°
centigrade warming in pre-industrial surface temperature by 2050 is seen as a tipping point for natural
systems beyond which consequences multiply.
zero tomorrow, we would still experience a 0.6° increase in global surface temperature.
2
According to a 2019 UN Emissions Gap Report, we must cut annual emissions 25% in absolute terms by 2030
versus 2018 levels; i.e. 1.9% per year
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Highlighting the gravity of the situation, in 2019 the World Economic Forum identified ‘Extreme
Weather Events’ and ‘Failure of climate-change mitigation and adaptation’ as the most likely major
global risk over the next ten years 3. Governments are starting to act. Perhaps reflecting their situation
at the epicentre of the consequences of climate change, several emerging markets have been leading
the way on policy. India, the Philippines, Kenya and Morocco are amongst the few countries globally
that have established ambitious nationally determined contributions (NDCs) that align with a 2°C
future. This could be the start of more aggressive climate regulation in years to come.
Moreover, consumers around the world are increasingly aware and concerned about this issue, as
demonstrated by a surge in Google search terms for ‘climate change’ in the last couple of years. More
interestingly, emerging markets showed the highest interest level (i.e. share of search term within
total searches) - 15 out of the top 20 countries on this measure were found here. The bottom line is
that this will start affecting the way that emerging market consumers behave and consequently how
they consume. If companies fail to respond, they will be left behind.
Google Trends Search Index for ‘Climate Change’
120
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0

Source: Google Trends, Arisaig Partners
Finally, investors are also taking note and acting on this. The Institutional Investor Group on Climate
Change (IIGCC) has seen its signatory assets swell to EUR30 trillion, up from EUR10 trillion in 2015.
More and more investors are placing climate change at the forefront of their portfolio risk
management and decision-making process. This will have a profound effect on asset prices and access
to capital around the world.
With this in mind, it is imperative that we manage this risk attentively and where possible, play our
part in pursuing a 2°C scenario.
3

The Global Risks Report 2019, 14th Edition, World Economic Forum
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Governance

Climate risk is now an agenda item within our Arisaig Partners Holdings Board meetings. Rebecca
Lewis, the Managing Partner and Board Member, is responsible for representing the firm’s approach
to climate risk in both the direct operations and the portfolios. She will report on annual basis on the
climate risk of the business and how we are trending towards our targets across:
(1) Investment Portfolios: how are we integrating physical and transition climate risk frameworks
into our investment process to ensure that our portfolios are resilient to climate change risk.
See more details on targets below.
(2) Internal Operations: how are we developing a climate change-resilient business model that
can deliver investment research across a diverse emerging market footprint in a sustainable
manner. This will include reviewing how we utilise technology to support our travel into
market, our energy use across offices and our volume of office supplies.
The Risk Management Committee, made up of the Managing Partner, COO and two Independent
Directors has a mandate from the Board to ensure climate change issues are integrated into our Risk
Management Framework and that policies and practices adapt to reflect this evolving issue. They have
assessed Climate as a ‘Medium’ risk to the business, affecting the following risk categories:
→ Strategic risk
→ Reputational risk
→ Operational risk
→ IT & Cyber security risk
→ Environmental, Social and Governance (“ESG”) risk
→ People Risk
The Committee meets at least every six months with these items on each agenda.
On the investment side, climate risk is overseen by the Investment Risk Committee, made up of the
Managing Partner, CEO Arisaig Partners (Singapore) Limited and the COO. It is responsible for ensuring
the climate risk assessment framework (described below) is being implemented into the portfolio
research and decision-making process. The objective is to ensure that the portfolios are not exposed
to excessive climate risk, which could manifest in performance deterioration and/or reputational risk
for the firm.

For Professional Investors Only

7

Investment portfolios
Arisaig Partner’s overall climate footprint lies almost entirely within the capital that we deploy into
emerging market companies. In fact, we estimate that the footprint of our apportioned capital is over
700 times higher than our internal footprint.
On the investment side we are focused on three broad areas of work:
I.
Understand and manage the risks of climate change within companies and portfolios
II.
Uncover new emerging market investment opportunities that climate change is presenting
III.
Investigate opportunities for more climate-friendly investment solutions

Understand and manage the risks of climate change within companies and portfolios
Assess
We will continue to undertake periodic research on climate risk and how it might affect our portfolio
companies. This will include an annual appraisal of physical and transition risk via a third-party
specialist, alongside our own internal deeper-dive assessments.

a) External assessment
Given the complexity in compiling the numerous physical climate risks and in modelling transition risk,
we believe that employing a third-party specialist is the most effective means of capturing these risks
in a consistent manner. We have decided to partner with a climate research and consultancy firm
called South Pole to map out climate risk exposure at both a holding and portfolio level.
South Pole Portfolio Climate Risk Solution

Source: South Pole
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South Pole are a PRI-approved service provider, producing a risk assessment that is in line with the
TCFD recommendations. Their consulting services could also prove useful as we look to engage with
companies that are particularly exposed to climate risk or are managing this risk insufficiently.
This assessment will cover both physical risk and transition risk:
I.

Physical risk:

South Pole assesses climate risk by looking at the exposure of each individual company within the
portfolio both from a hazard and vulnerability perspective. Hazard here reflect the historic and
projected damage function of different climate risks, while vulnerability addresses the capacity of the
country and sector to cope with this (e.g. a country’s level of economic development and a sectors
physical asset intensity).
We have enhanced this data collection process by geotagging all of the major physical assets of our
portfolio companies (where available) to be able to identify exposure at the most granular level
possible. The output of this exercise is a revenue at risk indicator for each position within the portfolios
that highlights which companies are most exposed to potential physical climate risks.
This will allow us to see which holdings are most exposed to physical risks at a relatively high level. We
will then deep-dive into the highest risk positions to understand these in more detail. This will include
asset-level analysis and follow-up engagements with companies.

Source: South Pole
The initial results have confirmed our earlier theories around exposure, with companies whose
business is concentrated in markets that are both economically fragile and in the pathway of physical
climate events scoring the highest in terms of risk (measured by revenue at risk). What was also
strikingly evident was the inflection point in risk to our companies and portfolios in a scenario of global
temperatures breaching 2°C above pre-industrial levels. This provides ever greater impetus to manage
the transition risk associated with keeping emissions pathways at levels that avoid this.
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Arisaig Partners Combined Holdings - Revenue at Risk from Rising
Global Temperatures
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3° C Warming

4° C Warming

Average of Top 10 Exposed Compaines

Source: South Pole, Arisaig Partners
II.

Transition risk:

At present, the clearest way of identifying transition risk at a portfolio and company level is to map
out its carbon footprint and then apply scenario-based carbon pricing to this (i.e. assume that
government policy will force companies to pay for their carbon emissions in future, thus internalising
the cost onto the PnL). South Pole’s transition risk analysis is aligned with this, applying scenario-based
carbon prices to companies based on their reported or modelled full-scope carbon footprint.
South Pole Portfolio Transition Risk Analysis

Source: South Pole
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With company-reported disclosure still nascent 4, we must look externally for the relevant data to
support our analysis of transition risk. To this end, we acquire carbon footprint data from Trucost and
CDP, both specialists in the field of environmental footprinting. This allows us to track the full-scope
carbon footprint of around 3,500 emerging market equities. From this we can assess the potential
exposure of a wide range of companies and sectors, which helps identify high-level risk exposure to
transition risk.
Carbon Footprint of Arisaig Portfolios (2019)
S&P Latin America 40

393

ALCF

117

S&P Emerging Asia BMI

405

AACF (ex-A)

276

AACF

275

S&P Pan Africa BMI

323

AFCF

231

S&P Emerging BMI Consumer…

463

S&P Emerging BMI
AGEMCF

446
224

Source: Trucost

b) Internal assessment
We conduct internal physical risk assessments on companies in addition to the external portfolio
assessments. This is to help bridge the lack of data available on many of the companies in which we
invest, but more importantly it creates a route towards engagement with investee companies.
Breaking the issue down internally provides us with the necessary understanding of the risks as well
as the requisite resilience and adaptation measures companies should be implementing to overcome
them.
I.

Physical risk:

To build a deeper understanding of where physical climate risk might lie within the funds, we have
created an internal risk assessment questionnaire for companies that covers their operations across
the value chain. This is designed across two stages in order to assess, via a combination of quantitative
and qualitative measures: a) the exposure of each company to physical climate risk; and b) the
resilience of those companies deemed to be at significant risk.
Mapping physical climate risk is not straightforward as there are extensive variables involved. The
In 2018, only around 15% of our holdings reported their carbon emissions fully, while Trucost data suggests
that only 14% of the 3,850 companies within the S&P EM BMI index disclosed their full carbon footprint

4
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objective of these questionnaires is not to cover every source of risk but rather to identify where
material risk lies across the value chain (we look at the supply chain, direct operations and
downstream demand) so that we can investigate it further.
We use external databases to drill down into the physical risk at a company-level. These include the
World Resources Institute Aqueduct Water Risk Atlas and SwissRe’s CatNet® natural disaster mapping
tool. These allow us to build a detailed picture of where physical risk lies within each company and
can drive more meaningful follow-up engagements.
We then use a similar questionnaire to identify what the company’s risk management practices are
across the value chain. This provides us with a sense of its resilience to physical climate risks.
By combining these two assessments, we should be able to ascertain where material unmanaged risk
lies within our portfolios or within prospective companies. This will allow us to: a) target our
engagement efforts with companies to drive behavioural changes; and b) incorporate this risk into the
investment decision-making process.
II.

Transition risk:

Using the Trucost carbon footprint data and the South Pole transition risk analysis, we are able to get
a high-level sense of where the material risk exposure lies within our portfolios and broader universe
but identifying companies with high absolute and relative footprints.
We are also able to build a picture of the breakdown of the scope of the carbon footprint to
understand where it originates (for example, we estimate that around 80% of emissions came through
the supply chains of the companies within four Consumer Funds in 2018). That said, given the level of
estimation required to understand full-scope emissions 5 , we must continue to build up our
understanding of where hidden footprints exist to ensure there is not mis-priced risk within
companies.
In addition, it is important to understand the trajectory of a company’s emissions over time. Absent
of stated emissions targets, a company’s emissions are estimated to grow in line with revenues, which
for high-growth emerging market companies, implies a significantly larger footprint over time. This
emphasises the importance of clear Science-Based Targets (more on this below).

Including internet companies, which have a deceptively large carbon footprint in the downstream demand
for their services

5
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Greenhouse Gas Emissions by Scope
Average Contribution
to Sector Emissions*
(2018)

Scope

Definition

Examples

Scope 1

Direct GHG emissions occur from
sources that are owned or
controlled by the company

Emissions from production;
Vehicles; Fuel combustion

29%

Scope 2

Direct/Indirect emissions from the
generation of purchased energy
consumed by the company

Purchased electricity and
heating

21%

Scope 3

Indirect emissions that occur in
the value chain

Extraction and production
of raw materials; Use of
products/services

50%

Source: GHG Protocol, Trucost, Arisaig Partners
* S&P EM BMI Index
Once we have established exposure to transition risk, we then move to the more important step of
identifying the mitigation plans in place.
To achieve this, we assess each company against the Transition Pathway Initiative (TPI), an investorcentric assessment tool developed by the Grantham Research Institute on Climate Change and the
Environment of the London School of Economics (LSE) to track the quality of companies’ management
of transition risk 6. It applies a 19-point questionnaire, which then places companies within certain
‘Levels’ of Management Quality:
→ Level 0 – Unaware of (or not Acknowledging) Climate Change as a Business Issue.
→ Level 1 – Acknowledging Climate Change as a Business Issue: the company acknowledges
that climate change presents business risks and/or opportunities, and that the company has
a responsibility to manage its greenhouse gas emissions. This is often the point where
companies adopt a climate change policy.
→ Level 2 – Building Capacity: the company develops its basic capacity, its management systems
and processes, and starts to report on practice and performance.
→ Level 3 – Integrating into Operational Decision-Making: the company improves its
operational practices, assigns senior management or board responsibility for climate change
and provides comprehensive disclosures on its carbon practices and performance.
→ Level 4 – Strategic Assessment: the company develops a more strategic and holistic
understanding of risks and opportunities related to the low-carbon transition and integrates
this into its business strategy and capital expenditure decisions.

As of January 2020, it had 60 global investors pledged in support, representing over USD18 trillion in assets
under management and advice
6
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Integrate and Engage
Based on the output from our ongoing climate risk assessments, we will refine the universe of
investable stocks (our ‘Prime Lists’) to ensure that they continue to reflect the most sustainable
avenues of consumption growth. Below we outline at a high level how physical and transition risk
overlap with our core Growth-Quality-Alignment investment criteria.
Combining our Growth-Quality-Alignment Model with Climate Risk - What do we look for?
Physical Risk
Growth

Companies that are building resilient growth
models to maintain operations through
increasing periods of climate volatility

Quality*

Climate-resilient business models help drive
several competitive advantages:
→ Reliable production and service delivery
→ Steady production costs and overheads
→ Minimal stranded asset risk

Alignment

Companies with governance and incentive
structures to manage this long-term risk

*sustainable competitive advantage

Transition Risk

→ Companies with growth opportunities that are
increasingly decoupled with GHG emissions through
the value chain.
→ Companies who stand to benefit from the
transition to lower-carbon products and services
Companies with sound transition risk mitigation
plans have several competitive advantages
including:
→ Lower long-term production costs (carbon tax)
→ Greater brand equity
→ Avoidance of stranded assets
→ Greater employee engagement
Companies with governance and incentive
structures to manage this long-term risk and
possibly turn it into an opportunity

The universe evolution will involve continuous engagement with companies in order to understand
how they are responding to the changing environment and the demands of stakeholders. Our
fundamental belief is that trading around climate risk will not be conducive to long-term value
creation. With our philosophy of investing in companies and holding them for the very long term, our
role should be focused as much as possible on pushing for the necessary behaviour change within
companies to ensure they are on a sustainable long-term course.

Physical risk
Our portfolios have historically had high exposure 7 to geographies in the crosshairs of climate-related
weather events. Such markets include Bangladesh, the Philippines, Pakistan, Vietnam and India.
By combining our internal research with external providers, we believe we can identify where the
most material physical climate risk might arise within both current holdings and prospective
investments. Combining these insights with company engagement, we should be able to limit our
exposure to the most vulnerable companies as well as potentially improving safeguards within all
exposed holdings.
7

From a country of listing perspective – see our report on Physical Climate Risk for more on this
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Climate Risk Index (CRI) 2019 – Top 20 Countries
CRI
Rank
Avg.

Country

Market

CRI Score

Rank

Fatalities

Fatalities per 100 000

Losses in US$

Losses per unit

(annual average)

Inhabitants (annual

million (PPP)

GDP (annual

average)

(annual average)

average)

Avg.

Rank

Avg.

Rank

Avg.

Rank

Avg.

Rank

1

Puerto Ri co

EM

7.8

150.1

22

4.06

4

5,033

5

4.20%

6

2

Hondura s

EM

13.0

302.5

13

4.22

3

557

33

1.85%

13

3

Mya nma r

EM

13.2

7048.9

1

14.39

1

1,276

22

0.66%

27

4

Ha i ti

EM

15.2

281.3

16

2.92

6

418

43

2.64%

10

5

Phi l i ppi nes

EM

19.7

867.4

7

0.97

19

2,932

9

0.58%

32

6

Ni ca ra gua

EM

20.3

163.6

20

2.95

5

223

58

1.01%

17

7

Ba ngl a des h

EM

26.7

635.5

9

0.43

41

2,404

11

0.64%

29

8

Pa ki s ta n

EM

30.2

512.4

10

0.32

49

3,826

7

0.57%

33

9

Vi etna m

EM

31.7

296.4

14

0.35

46

2,065

14

0.52%

35

10

Domi ni ca

EM

33.0

3.4

119

4.72

2

133

73

21.21%

1

11

Nepa l

EM

33.5

235.3

18

0.9

20

231

57

0.44%

43

12

Domi ni ca n Republ i c

EM

34.0

211.2

19

2.29

8

269

53

0.27%

58

13

Tha i l a nd

EM

34.8

137.8

25

0.21

70

7,895

4

0.94%

20

14

Gua tema l a

EM

36.5

98.6

30

0.71

27

394

45

0.41%

45

14

Indi a

EM

36.5

3660.6

2

0.32

48

12,823

3

0.26%

59

16

El Sa l va dor

EM

37.7

32.3

60

0.53

34

278

52

0.76%

23

17

Ma da ga s ca r

EM

38.3

71.4

37

0.36

45

221

59

0.79%

22

18

Fra nce

DM

38.7

1120.6

5

1.82

11

2,205

13

0.10%

96

19

Ca mbodi a

EM

39.7

53.3

46

0.38

43

242

54

0.72%

26

20

Fi ji

EM

39.8

7

92

0.84

22

120

79

1.90%

12

Source: Germanwatch, Arisaig Partners; (the coloured rows indicate markets in which Arisaig has significant exposure)

Transition risk
The simplest way to insulate a portfolio from transition risk would be to minimise its full-scope carbon
footprint. One can approach this statically by positioning the portfolio within the sectors and
companies that have low carbon footprints (e.g. see sector average carbon emission for the S&P EM
BMI below).
However, the risk of considering this view alone is that it could lead to significant sector biases that
could compromise both risk and return in the long-term. It also overlooks how a company is managing
its carbon footprint, which could lead to mispriced risk in the future.
The alternative is to take a more directional perspective and consider the emissions pathways of
individual companies. This combines the starting point of emissions with an appraisal of how a
company is managing its footprint – ideally through Science-Based Targets 8.
In this way, even relatively high carbon footprint companies can be aligned with a more sustainable
climate future. An example would be Danone, who despite having a very large total carbon footprint
(in particular in the scope 3 supply chain) have aligned to a 2°C scenario by pledging to reduce carbon
emissions intensity (of scope 1,2 and 3) 50% by 2030.
The Science-Based Targets initiative is a partnership between a partnership between the CDP, WRI, WWF and
the United Nations (UN) Global Compact. It sets carbon emissions reductions in line with the level required to
keep global temperature increase to below 2°C above pre-industrial temperatures.
8

For Professional Investors Only

15

Greenhouse Gas Emissions (C02e) per USD Million Revenue – S&P EM BMI Average by Sector
4,734

2,135

2,000
1,800
1,600
1,400
1,200
1,000
800
600
400
200
0

1,733
Scope 3

1,398

Scope 2

1,040

Scope 1
620

541

459 435
381 325 315
277

195 175 164 146 142
117 98

77

65

33

Source: Trucost, Arisaig Partners
This is particularly relevant for our portfolios and universe. Our historic focus on highly efficient and
high return on capital businesses has generally translated into portfolios lower carbon footprint than
their relevant ‘benchmarks’ 9.
However, we are cognisant that this paints a blurred view of the future. Greater emphasis must be
placed on the trajectory of emissions of each company and the relevant local policy response to the
climate transition. At a very basic level, the broad lack of carbon footprint disclosure - let alone
science-based targets – is exposing companies to greater transition risk than is necessary.
The lack of market awareness and data sufficiency does not and should not stop us from doing more.
As a part of our fiduciary duty to long-term clients to carefully integrate climate risk into portfolio
decision-making and active ownership approaches, we further committed to drive all our funds
towards ‘Net Zero’ Greenhouse Gas emissions by 2050 in order to ensure our investments are ready
to respond to a zero-carbon future. Our mitigation efforts include seven actions and corresponding
short-term targets, starting from increasing climate awareness and disclosure availability. These
commitments and engagement priorities are tailored for emerging market companies and designed

9

As measured by Trucost data, which uses modelled data for many companies
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32

to apply to all of our Funds 10.
As an overview, the following framework summarises our approach to net zero in the short term and
is what we believe will most effectively manage transition risk within our emerging market portfolios:
1. Screening: Continue to exclude oil and gas and mining and metals companies (including coal)
from all of our portfolios;
2. Awareness building: Engage with every company in our portfolios to outline our perspective
on climate risk and to highlight the importance of their role in pursuing a 2°C scenario;
3. Risk management: Push companies towards reaching at least Level 2 of the Transition
Pathway Initiative (TPI) – i.e. building capacity against transition risk. This primarily entails:
a. Recognising climate risk as a relevant risk and/or opportunity (e.g. have a process in
place to manage, have long-term reduction targets, integrate with management KPIs
or disclose an internal carbon price);
b. Having a policy commitment to action on climate change;
4. Disclosure: As part of the TPI progression, we desire companies to improve the disclosure of
their GHG emissions; specifically:
a. Disclose Scope 1 and Scope 2 emissions (preferably via CDP);
b. Acknowledgement and estimation of Scope 3 emissions (i.e. upstream and
downstream footprint);
5. Ambition: The ultimate objective is to ensure all holdings have Science-Based Targets 11 for
emissions reduction in place to ensure they are playing their role in the global climate
transition.

Proxy Voting and Engagement
The combination of low reporting levels and highly complex topics renders exclusively external
assessments of climate risk fundamentally flawed. Engagement is therefore key to both understanding
climate risk to individual companies and also to push for improving practices over time. Our internal
assessments are designed with the goal of driving engagement conversations with companies.
Proxy voting in emerging markets tends to provide few avenues for directly raising climate risk via our
vote. That said, we plan to use the following methods to raise awareness of the issue and push
companies towards better practices.

10
Please refer to “Arisaig Partners’ Net Zero Commitment” for more details on our targets and actions to
achieve “net zero”.
11
The Science-Based Targets initiative is a partnership between CDP, UN Global Compact, WRI and WWF,
which helps companies determine the pace at which they need to reduce their carbon emissions to ensure they
are consistent with the pace recommended by climate scientists to limit the worst impacts of climate change.
As it stands, the guidance to limit global warming to 1.5°C is that we must cut global GHG emissions 45% from
2010 levels by 2030 and reach net zero emissions around 2050.
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→ AGMs: Attend AGMs in person and ask the Board about their approach to climate risk. This
should raise the profile of the issue at the highest level of governance;
→ Support votes with letters to management: Ahead of casting our votes, send a letter to the
Board and/or management of the most exposed companies to highlight the risk and potential
areas of improvement;

Uncover new emerging market investment opportunities that climate change is
presenting
Meanwhile, on the opportunity side, we will continue to seek companies that offer viable 12 lowercarbon footprint offerings to emerging market consumers. Examples of this include plant-based foods
and beverage, digital service provision (e.g. online education systems; financial technology solutions).
Within our existing companies we will also be engaging with companies to investigate the potential
and feasibility for carbon-neutral brands, which have begun to emerge across the consumer sector in
developed markets 13.
Finally, our Next Generation Fund is also conducting research into several low-carbon business models
within the renewable energy ecosystem and green mobility. These should be supported by friendlier
policy and increased financing in coming years. The Intergovernmental Panel on Climate Change (IPCC)
estimate that it will require USD3 trillion per year in investment to keep global temperatures below a
1.5°C warming scenario, of which 60% needs to happen in emerging markets. This represents a huge
opportunity.

Investigate opportunities for more climate-friendly investment solutions
We are conducting ongoing research into more climate-friendly product offerings to provide our
clients with low-carbon alternatives. Work here is ongoing but this could manifest in carbon-tilted
portfolios or in carbon-offset portfolios.

This is a key point as repeated studies have shown that most consumers are not willing to compromise on
quality in pursuit of more sustainable consumption
13
See https://www.climateneutral.org/certified-brands
12
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Internal Operations
All good practices must start at home and for an issue as pervasive as climate change, this is
particularly important. All our actions have direct and indirect consequences on the climate which we
need to be aware of. The credibility of our commitments to climate change will be defined by our
practices as an organisation.

Internal Carbon Footprint and Targets

For most of the past decade, we have conducted an annual carbon footprint assessment of our fullscope direct operations (this includes Scope 3 emissions such as travel). After several years of elevated
emissions (on a per employee basis), we have begun to bring this down. In addition, we have set two
goals for our direct climate footprint going forward:
1) Reduce: we plan to reduce our 2030 emissions intensity (as measured by the full-scope carbon
emissions of the business – ex-portfolios - divided by the average number of full-time
employees) by 46.2% from a 2019 baseline. This is broadly aligned with the Science-Based
Target initiative, which strongly encourages companies’ emissions reduction pathway aligning
to a 1.5°C warming scenario 14. Our target shows Arisaig’s commitment to contribute to the
Intergovernmental Panel on Climate Change’s vision of cutting global GHG emissions by 45%
from 2010 level by 2030 and reach net zero around 2050.
As the majority of our direct operation carbon footprint resides within our corporate travel
(captured in Scope 3), we felt it prudent to include this as part of our responsibility and believe
this makes our objective an ambitious one. To ‘right size’ this commitment, and as our
footprint tends to be linked most directly to variations in headcount, we deemed a per
employee intensity figure to be most appropriate.
Arisaig Partners' GHG Emissions (tCO2e)
953

952
732

702

608

543

507

594
379

2011

2012

2013

2014

2015

2016

2017
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We adopted the SBTi’s recommended Absolute Contraction method of 4.2% annual linear reduction rate in
order to be aligned with limiting warming to 1.5°C. See https://sciencebasedtargets.org/wpcontent/uploads/2020/10/Financial-Sector-Science-Based-Targets-Guidance-Pilot-Version.pdf
14
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Arisaig Partners' GHG Emissions – Historic and 1.5 °C aligned (tCO2e/Full-time Employee)

Arisaig Partners' GHG Emissions – 1.5 °C aligned target using 2019 as base year (tCO2e/Full-time
Employee)

Source: Ecometrica, Arisaig Partners
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2) Offset: we will offset the remaining carbon emissions attributable to our operations by
purchasing the necessary carbon credits. We have practiced this since 2010, ensuring we have
been carbon neutral since then.

Major Sources of Carbon Footprint

In order to help us deliver this, set more defined targets and provide the necessary assurance, we have
employed an independent specialist in this field - South Pole - to consult us through the process. They
will provide recommendations for how we can establish Science-Based Targets and advice on how we
might get there.
As it stands, the overwhelming majority of Arisaig’s emissions originate in business travel, and within
this it is largely air travel (77% of total firm-wide emissions). We do note, however, that this data does
not capture the large ‘off-premise’ emissions that our employees generate while working at home.
Breakdown of Arisaig Partner’s Carbon Emissions (2019)
Scope:
Scope 1
Scope 2

Emission source
Refrigerant loss
Electricity within offices
Business Travel
Commuting
Office goods/waste
Outbound deliveries

Scope 3
Source: Ecometrica; Arisaig Partners

% Total
0.01%
11%
82%
4.2%
2.4%
0.2%

We have already established several areas where we can make meaningful improvement. In order of
importance to our footprint:
1) Business Travel (Scope 3)
Business travel has consistently accounted for 75-85% of Arisaig Partner’s footprint, making it by far
the most important area for us to manage. The vast majority of this is made up of air travel.
Work travel remains a critical component in the workflow of many Arisaig employees, often requiring
them to fly long distances to visit current and potential investments, visit clients and in day-to-day
operations of the business. What is more, much of this travel can be hard to pre-budget due to the
need to respond to events.

Our Commitments
We believe there are several ways in which we can reduce our business travel footprint:
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 Increased use of videoconferencing (VC) software to conduct internal and external meetings
– for example, our Operations Committee runs all of their meetings via VC now, removing the
need for in-person attendance. Additionally, our Analyst Gatherings are now all conducted via
VC from within the three regional offices (London, Mumbai and Singapore).
 Increase the transparency and accountability for flight carbon emissions – in order to increase
the awareness of the carbon impact of each individual’s air travel decisions (including route
and class), display the carbon footprint alongside each itinerary. Going forward, we will be
logging these into an internal flight budgeting system to ensure we are able to control the
emission reduction path.
 Encourage lower carbon intensive travel modes – this includes taking the train where available
(e.g. Eurostar to from London to North Europe) and taking economy class flights if flying
through the day.
2) Energy and electricity within offices (Scope 2)
Energy within the office is the second largest bucket of emissions, representing c.11% of the total.
Given that we rent all three of the offices that we operate out of, we are more limited in our scope to
alter the electricity purchasing arrangement in place for the building. Nevertheless, several initiatives
have been put in place since 2018, which should contribute to lower our footprint in this area:
→ Closing of our Cape Town, Rio de Janeiro and Hong Kong offices – this removed significant
electricity overheads while our headcount remains essentially constant;
→ Mumbai office – we moved our office to One BKC, which is IGBC GREEN BUILDING - LEED
(GOLD Pre-CERTIFICATE)
→ London office – our new premise on Headfort Place has been renovated with eco-efficiency
in mind.
→ Singapore office – in early 2020 we moved our Singapore office to a new location which uses
efficient LED lighting throughout.

Our Commitments
 We will seek out renewable/green energy suppliers for our three offices (e.g. Renewable
Energy Guarantees of Origin in the UK)
 We will encourage efficient energy management practices both inside the office and in home
offices in order to reduce this Scope 2 emission.
3) Commuting (Scope 3)
Commuting represents around 4% of our total emissions. Several recent initiatives should ensure this
reduces over time:
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→ Agile working – we offer our staff the opportunity to work remotely from home for one or two
days per week which reduces the need for commuting. We support this with employee funds
to establish home offices.
→ Convenient office locations – our offices are located where public transport networks are
readily available. Our Mumbai office moved to the downtown of the city in 2019, making it
much more accessible to our employees based there.
→ Commuting allowance – we are looking at transitioning our annual parking allowance to
employees into a commuting allowance. This will be claimable by all employees who
demonstrate that they use public transport or electric vehicles to commute into the office.

Our Commitments
 We will continue to encourage the use of low carbon footprint transport options. We have
removed a legacy parking allowance for employees and via our annual survey of employee
commuting practices, we hope to encourage better options.
 We will continue to offer our employees agile working arrangements, allowing them to work
for up to two days per week from home. This should reduce the need for commuting.
4) IT Footprint (Scope 3)
IT has a deceptively large carbon footprint. Due to its energy intensity it releases 50% more carbon
emissions than the entire aviation industry globally. As such, it requires careful attention.
In June 2019, we began a firm-wide transition of our servers into Microsoft Azure’s cloud. Long-term
we envisage 75% of our server needs being met by Azure, with the remainder on alternative clouds
such as Bloomberg and Amazon Web Services (AWS).
This has several benefits from a climate risk perspective. Firstly, it reduces business disruption risk
from events such as extreme weather as it ensures we have access to a widely distributed server base.
Secondly, due to the benefits of economies of scale, it reduces the carbon footprint per unit of data
consumed by an estimated 72-93% 15. Finally, we expect the carbon footprint of the cloud service to
further reduce over time in line with Microsoft’s bold commitment to be carbon negative (across all
three scopes) by 2030 16.
The final point on our IT infrastructure is that there has been a push towards digitising workflows to
remove unnecessary paper and postage. For example, we have implemented Board Papers, a digital
board portal application that removes the need for physical delivery of the numerous Board packs
that are generated each year.

As per ‘The Benefits of Cloud Computing, A study on the Microsoft Cloud in Partnership with WSP’, 2020,
https://www.microsoft.com/en-us/download/details.aspx?id=56950
16
This includes using 100% renewable energy by 2025 and cutting scope 3 emissions in half by 2030
15
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Our Commitments
 We will continue to look for ways in which we can move our IT systems into efficient cloud
networks;
 We will purchase only Energy Star (energy efficient) IT equipment.
 We will educate our employees on the impacts of their IT use both in the office and at home.
5) Office Supplies and Waste (Scope 3)
Our offices procure a range of consumables through the course of normal business. These include
computer equipment, paper and pantry supplies (including single-use plastic food and beverage
products). Each of these has a supply-chain carbon footprint as well as creating post-use pollution.
As part of our annual GHG inventory auditing process, we attempt to track the use of all major
consumables across our offices. This helps ensure we offset the key emissions associated with this.
In addition, we continue to look for ways to reduce the amount of office supplies we consume where
there are alternative solutions. In addition, we have ensured that each office has filtered mains water
available (alongside SodaStreams) and removed still water from the procurement list.
Finally, we have recycling programs in place for each of our offices which ensures we limit the postuse footprint of our consumables.

Our Commitments
 We will maintain recycling facilities for all our major supply materials – paper, plastic,
aluminium – and work with local recycling agencies to ensure proper treatment;
 We will host plastic-free Tuesdays in our offices to encourage avoidance of unnecessary
single-use plastics;
 We will donate our used computer hardware to local upcycling firms to extend their useful
lives;
 We will purchase environmentally-friendly cleaning equipment for our offices.

Climate Neutral Status

We will continue to reduce our GHG emissions where possible and offset the emissions we do create
through our operations in order to achieve a Climate Neutral status, reducing our net climate impact
to zero. From 2019 onwards offsetting will be conducted through South Pole.
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As per their definition of Climate Neutral, we must meet the following criteria:
1) Establish a GHG emissions reduction plan in year 1 – a plan to reduce emissions must be put
in place, including a target, a timeline and a list of measures. Above we have highlighted
some initial areas of attention, which we will build upon.
2) Offset all required emissions – this includes full-scope emissions of the business and using
third-party verified emissions reduction projects (e.g. Gold Standard, Verified Carbon
Standard or the Kyoto Protocol’s Clean Development Mechanism)
3) Review the plan annually – South Pole will review the plan annually. If the climate neutral
status is achieved, then the ‘Climate Neutral’ award will be given for the following year.
4) Publish sustainability information annually – the GHG accounting report must be made
available publicly on our website.
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This document is being sent only to investment professionals or to persons to whom it would otherwise be lawful to distribute
it. Accordingly, persons who do not have professional experience in matters relating to investments should not rely on this
document.
The statements and views expressed herein are subject to change and may not express current views. Such views (i) may
be historic or forward-looking in nature, (ii) may reflect significant assumptions and subjective judgments, and (iii) are subject
to change without notice. Arisaig Partners (Asia) Pte Ltd (from here on “Arisaig”) may have market views or opinions that
materially differ from the information set forth in this document and may have a significant financial interest in (or against)
one or more of the positions or theses and/or related financial instruments discussed herein. Arisaig makes no
representation or warranty, express or implied, regarding future performance or events. Any statements regarding future
events constitute only the subjective views or beliefs of Arisaig. Words like “believe,” “expect,” “anticipate,” “promise,” “plan,”
and other expressions or words of similar meanings, as well as future or conditional verbs such as “will,” “would,” “should,”
“could,” or “may” are generally intended to identify forward-looking statements. Certain assumptions have been made in the
course of preparing this document. Arisaig makes no representations or warranties that these assumptions are accurate.
Any changes to assumptions made in the preparation of this document could have a material impact on the information
presented. Additionally, information regarding the due diligence process with respect to portfolio investments is meant to be
indicative of the general process that Arisaig intends to follow and is not meant to be construed as a description of the
process followed with respect to every portfolio investment. Furthermore, the above information is included as an example of
the overall risk management process that Arisaig intends to utilise with respect to the Arisaig Funds (meaning any fund
managed by Arisaig). Arisaig may change this process without notice to investors in any manner that it deems appropriate.
This document is issued by Arisaig Partners (Asia) Pte Ltd for information purposes only and is not intended for public use or
distribution. Arisaig Partners (Asia) Pte Ltd is licensed and regulated by the Monetary Authority of Singapore to carry on
business in the regulated activity of fund management under the Securities and Futures Act, Chapter 289 of Singapore and
operates as an exempt financial adviser under section 23(1)(d) of the Financial Advisers Act, Chapter 110 of Singapore.
United States: The shares in the Arisaig Funds have not been and will not be registered under the United States Securities
Act of 1933, as amended (the “1933 Act”) and may not be offered or sold in the United States except in certain transactions
exempt from the registration requirements of the 1933 Act. Each subscriber for shares that is a US person will be required to
certify that it is an “accredited investor” (as defined in the 1933 Act) and a “qualified purchaser” (as defined in the United
States Investment Company Act of 1940, as amended).
European Economic Area: Subject to any applicable transitional arrangements, in member states of the European Economic
Area (“EEA”) shares in the Arisaig Funds which are alternative investment funds may only be offered or placed to the extent
that (i) they are permitted to be marketed into the relevant EEA jurisdiction pursuant to Article 42 of the EU Alternative
Investment Fund Managers Directive (as implemented into local law) or (ii) they may otherwise be lawfully offered or placed
(including on the basis of an unsolicited request from a professional investor).
United Kingdom: This document may not be passed to any person in the United Kingdom unless that person is of a kind
described in the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005. Arisaig Partners (Asia) Pte Ltd
is not an authorised person under the United Kingdom Financial Services and Markets Act 2000. As a result the normal
protections available to investors under that Act will not apply and any investment in the Arisaig Funds will not be eligible for
the Financial Services Compensation Scheme in the UK. Past performance is not necessarily indicative of or a guarantee of
future results.
Singapore: The Arisaig Funds are notified as a restricted scheme under the Securities and Futures Act (Cap. 289) of
Singapore (the “SFA”) and is invoking the exemptions from compliance with prospectus registration requirements under
Section 304 and Section 305 of SFA. The Arisaig Funds are not authorised or recognised by the Monetary Authority of
Singapore and shares in the Arisaig Funds are not allowed to be offered to the retail public in Singapore. This document is
not a prospectus as defined in the SFA. Accordingly, statutory liability under the SFA in relation to the content of
prospectuses would not apply, and an investor should consider carefully whether the investment is suitable for him. The
Arisaig Funds may only be promoted exclusively to persons who are sufficiently experienced and sophisticated to
understand the risks involved in investing in the Arisaig Funds, and who satisfy certain other criteria provided under Section
304 and Section 305 of the SFA and the subsidiary legislation enacted thereunder. This material is for general information
purposes only and should not be regarded as the prospectus or information memorandum nor forming part thereof. In
Singapore, this material is distributed together with the information memorandum, which must be referred to for information
on the Arisaig Funds.
Switzerland: The Arisaig Funds have not been registered with the Swiss Financial Market Supervisory Authority (FINMA) and
the shares cannot be distributed in Switzerland to non-qualified investors. Any distribution of the shares in Switzerland will be
exclusively made to, and directed at, qualified investors, as defined in the Swiss Collective Investment Schemes Act dated
June 23, 2006 and revised on September 28, 2012, and its implementing ordinance (“Qualified Investors”). This document
may be made available in Switzerland solely to Qualified Investors by the Representative of the Funds in Switzerland and/or
any authorised distributor.
The Representative of each of the Arisaig Funds in Switzerland is ARM Swiss Representatives SA, whose registered office
is at Route du Cité-Ouest 2, 1196, Gland, Switzerland. The Paying Agent of each of the Arisaig Funds in Switzerland is
Banque Cantonalede Genève, whose registered office is at 17, Quai de l’Ile, 1204 Geneva, Switzerland.
The place of performance and jurisdiction for shares of each of the Arisaig Funds distributed in Switzerland is the registered
office of the Representative. Swiss Qualified Investors may obtain free of charge from the Representative the Fund’s legal
documentation (i.e., the relevant KIID(s), Fund’s Prospectus, Articles of Association, annual audited financial statements and
semi-annual unaudited reports) as well as, if available, any marketing material.
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Arisaig Partners is a signatory of:

Arisaig Partners has been a member of the United Nations-led working group the Principles of Responsible Investment
(PRI) since 2010, one of the first Asian-based signatories. The PRI is the world’s preeminent proponent of responsible
investment practices, delivering a framework for ESG incorporation into investment analysis and ownership practices.
We report on our ESG efforts to the PRI on an annual basis and support them through shared research initiatives. Our
2020 PRI Assessment Report we received top scores of A+, (Strategy & Governance), A+ (Listed Equity -Incorporation)
and A+ (Listed Equity – Active Ownership).
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