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INTRODUCTION
2020 was in many ways a litmus test for the importance of issues that fall
outside of the traditional profit and loss statement of companies– so-called
environmental, social and governance (ESG) factors. Many had been warning
that ESG had the discretionary characteristics of an ice cream; deliciously
appealing when the climate is friendly but hardly the companion when a
chill emerges.
That the level of interest in responsible investing hit record
levels globally in 2020 is a clear sign that this discipline is
now well on its way to the mainstream. Instead of shunning
companies that actively incorporated the interests of a wide
group of stakeholders, investors have doubled down.

fund targets listed companies that are providing social and
environmental solutions to the vast underserved populations
across emerging markets. After a strong start, we are increasingly
confident that the long-term growth drivers behind these
companies are more entrenched than ever before.

While classifying this as a purely ‘ESG’ phenomenon is
misleading (for example, the dichotomy in earnings fortune
between the oil and IT sectors were credited with much of the
outperformance of ‘sustainable funds’ during the March selloff), it comes on the back of a growing awareness that resilient
companies must have more than simply strong balance
sheets. As we touched upon in the 2019 ESG Review, there
is a stakeholder flywheel that is beginning to spin around
responsible investment. Consumers, employees, capital
providers and society at large are – at least on the margin –
beginning to pull in the same direction.

‘Business as usual’
Alongside much of the corporate world, we were forced to
retreat from our offices as the pandemic hit and watch on as
lives were lost and fear gripped the market. Fortunately, we
were able to move relatively seamlessly to a remote working
mode, ensuring all of our team could work efficiently and safely
from their homes.
Encouragingly, the lack of face-to-face contact with our
investments did not halt progress in our ‘constructive
ownership’ activities during the year. We were able to engage
(virtually) with 43 holdings over the course 20201 on a range
of ESG issues, securing valuable time with a full spectrum of
stakeholders across all levels. In one particular engagement,
this involved tracking down a dozen factory workers in
Bangalore remotely to discuss labour conditions – a true
testament to the penetration of technology in the world today!

This momentum for better business will take some stopping
and reaffirms our belief that companies that weave the
interests of wider stakeholders into their business models will
stand a strong chance of enhanced returns over the long term.
Indeed, this helps explains much of the impetus behind our
launch in 2020 of the Arisaig Next Generation Fund. This
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The depth and sophistication of these conversations
continues to improve, building our conviction in the internal
capabilities of these companies (we discuss some of the key
engagement themes in detail below). On our side, these efforts
were significantly bolstered by the arrival of Lilian Wang,
who was brought in to head up our engagement and impact
assessment practices. Lilian brings over a decade of experience
in sustainability consulting and reflects our commitment to be
constructive partners of our portfolio companies.
Meanwhile, our emphasis on building portfolios that allow
us to ‘sleep well’ – a principle which has guided our portfolio
construction since we set out in the wild world of 1990s
emerging Asian equities - once again proved its worth as we
were able to ride out the market turbulence without any kneejerk reactions.
The spike in uncertainty was also a major test for the integrity
of management teams, revealing whether they were truly
aligned with our views of long-term value creation. As the
pandemic forced the tide out, we were able to see who had
packed their swimming trunks. Although there were some
pockets of opportunism from companies within the portfolios,
we were heartened to see the positive reactions from most
of them (we discuss some examples in more detail below).
We believe this will provide them with much-needed social
capital to capture the opportunities that emerge on the other
side of this pandemic.

Key Efforts in 2020:

Portfolios

Team
n

Building out our internal talent – in April 2020 we hired
Lilian Wang into the role of ‘Engagement Director’. Bringing
over a decade of sustainability consulting experience with
PwC, she is responsible for ensuring we are adding value
back to our companies via our constructive ownership
activities. In October we welcomed Tianyue Wu to the team
as Sustainability Analyst. She joined from Carbon Trust, a
climate specialist, and has been working on climate research
(discussed below), as well as other important ESG work.

n

Team training on ESG – we put every member of our
investment team through ESG training during the year. This
helped improve our collective ability to identify and assess
material ESG issues across our portfolios.

n

Diversity and inclusion - we continue to believe that
knowledge-based businesses such as ours will be
fundamentally handicapped without incorporating a diverse
range of perspectives (please request our whitepaper on
Decision Making for more detail on our thinking around
this). In 2020 we translated our ambitions around diversity
and equality into a policy and begun disclosing our own
diversity statistics publicly (see page 48).

n

Carbon divestments – in March we published research
(available on request) that capped off several years of
deliberation around the outlook for the most carbon
intensive area of our portfolios: dairy companies. After
factoring in our assessment of the lower growth outlook
for animal-based dairy over the next 20 years, we took the
decision to divest from two dairy companies, one in Vietnam
and the other in Mexico.

n

Next Generation Fund launch – in August, we launched
the Arisaig Next Generation Fund, a portfolio of high
quality listed emerging market companies that deliver
positive environmental and social impact through their
core products and services. We discuss the vision and
methodology behind this in more detail below.

Partnerships
n

Founding members of the Net Zero Asset Managers
initiative – in November we published a Net Zero carbon
commitment (more on this below). This laid out our goal of
transitioning all of our portfolios towards net zero emissions
by 2050, in line with what scientists have outlined is
necessary to protect our natural environment (and in turn
where policy is heading). In December, we joined a broader
group of 30 likeminded investors in forming the Net Zero
Asset Managers initiative. This provides much needed
weight (in the form of USD9 trillion in AUM) behind this goal.

External Recognition
n

Achieved top scores in UN PRI 2020 Annual Assessment
– we achieved top scores (A+) across all three areas of
the UN PRI annual assessment: Strategy and Governance,
Listed Equity – Incorporation, and Listed Equity – Active
Ownership. This is a excellent recognition from the global
standard setter for responsible investment practice.

Research
n

The volatility of 2020 was yet another reminder of the
importance of understanding resilience within our
companies. To this end, the investment team completed
several research and engagement projects throughout the
year, which deepened our understanding of the material
ESG risks affecting our portfolio companies and in turn, how
they were being managed.

a) Climate change
Going into 2020, we had climate risk at the top of our
research agenda, in particular understanding how the
physical consequences of climate change could affect our
portfolios and in turn how our companies were responding
both in terms of adaptation (i.e. resilience building) and
2
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mitigation (i.e. reducing their contribution to climate change).
We published several pieces of research and policy in this
area in 2020:
i. Assessing Physical Climate Risks - with the help of thirdparty specialist data, we published research on the physical
impacts of climate risk on our emerging market companies,
including how we can identify this going forward and what
practices to look for in companies. We used this research to
identify and engage with a group of companies in South Asia
that were particularly exposed to this risk (see page 41 for
more details).
ii. Assessing Transition Risks – we crystallised our thinking
around how climate transition risk might manifest in the
geographies and sectors that we are focused on. This
concluded with the design of a new research workflow to
ensure that this risk assessment is built into every company
that we invest in.
iii. ‘Pricing Carbon Costs into Dairy Businesses’ – a deep-dive
look at the outlook for the most carbon intensive segment of
our portfolios, dairy companies. This catalysed a disposal of
two dairy companies from our portfolios.
iv. Climate Policy – we updated our Climate Policy to reflect our
latest thinking and approach. This outlines the overall steps
we take as a firm to manage climate risk, both in terms of how
we manage it within our portfolios and our direct operations.
As part of this, we announced targets for reducing our own
carbon emissions in line with the Science-Based Target
initiative, in addition to the carbon offsetting that we have
carried out since 2010 (see page 22 for more on this).
v. Net Zero Commitment – taking our climate risk management
one step further and ensuring it is aligned with the direction
of travel we see globally going forward, we took the decision
in 2020 to announce a net zero carbon commitment across
all of our portfolios. This will see us engage with all of our
companies in order to ensure that they each are aligning their
own emission pathways with what is needed to maintain a
stable environment. We began this process in late 2020
and we provide a full breakdown of where each company
we invest in is in this journey (see Climate Performance
Snapshot in the Appendix).
b) Diversity and Inclusion
The six billion emerging market consumers represent a
kaleidoscope of race, gender, religions and many other
cultural identities. There is one thing they have in common,
however, and that is a desire for a better life for themselves
and those closest to them. This is the unstoppable force
behind which we invest.
For companies to really succeed in capturing this opportunity
they must bridge these cultural identities and reflect the
characteristics and beliefs of the customers they serve. With
women making three quarters of household purchasing
decisions2, we have long stressed the importance of building
teams within companies that can truly capitalise on this.

https://www.forbes.com/sites/bridgetbrennan/2015/01/21/top-10-things-everyone-should-know-about-women-consumers/?sh=24de6cb96a8b
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Our ESG Process
At Arisaig Partners we have long believed that the systematic
inclusion of ESG factors into portfolio decision-making and
‘constructive ownership’ practices enhances returns. We
continue to evolve our process and enhance our toolkit for
understanding and assessing material ESG issues across our
investments.
History of ESG Integration at Arisaig Partners

History of ESG Integration at Arisaig Partners

1996

1998

Arisaig Partners
founded.
Strong focus on
management
quality and ‘EM
portfolios that
allow you to
sleep at night’

2003

Integration of CG
Checklist into
investment
process

First engagement
letter sent to
company
management

2009

2010

2012

2014

Arisaig
is the EM
manager to
become a PRI
signatory

Began integrating E
and S factors into our
investment process.
We also commissioned
external research on
water stress and
nutrition in Asia

Convened ESG
Forum on the
retail space in
South Africa

2015

2017

2019

First PRI Assessment
Report completed
A/A*/A*
Winner of
Responsible Investor
Award for best
ESH Report

2020

Launch of Arisaig
Next Generation
Fund. Aiming to
deliver both strong
financial returns
and positive social
impact

Published our first
ESG Review and
shared it publicly
Launched new stewardship
module on internal
modelling system and
recieved top scores across
the board in PRI Assessment
A*/A*/A*

The Arisaig Approach to ESG

This year, we continued to take this conversation to the
management teams of our companies and push for this
much-needed long-term change. We discuss this research
and engagement in more detail on pages 14-16.
c) Labour Conditions in Supply Chains
We conducted a deep due diligence exercise on the labour
conditions in the supply chain of two apparel manufacturers
in India. This later became a topic of greater significance
in capital markets following the salience following the
revelation of the shocking working conditions that subcontractors within Boohoo – a leading UK online fast
fashion retailer – were operating under3.
We spoke to a wide range of stakeholders in the process
to corroborate the practices in place at both companies,
which we cover in the Engagement section on page 37.
d) Data Protection
As the world moves increasingly digital, data is becoming
the critical asset for companies in the 21st Century. How
companies access, process and safely store this data
will likely define their ability to maintain and grow their
intangible assets. We set out to improve our assessment
of our portfolio company’s practice in this area, designing
3
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a framework that we are currently rolling out across the
companies we identified as being most at risk. We cover
this in more detail on pages 19-20.
e) Sustainability Disclosure
As we have written about many times in the past, one
of the key impediments to ESG integration is the lack of
consistent and reliable data from companies on what
practices they have in place to safeguard their access
to natural, human and capital resources over the long
term. As such, we spend a great deal of our engagement
bandwidth with companies steering them towards
improvements in this area. In 2020, we spoke to over
a dozen companies on this topic, in many instances
involving multiple calls and letters – see page 39 for more
colour on these.
This can be a time-consuming process as it requires a full
assessment of what the company is already doing (both
disclosed and undisclosed) and how this compares with
both industry/regional peers as well as global reporting
standards. That said, this can help create constructive
relationships with the management teams of companies,
which helps secure ongoing access and insight into the
inner workings of these organisations.

The Arisaig Approach to ESG
Our process can be broken down into three interdependent
stages:
1. We conduct targeted research to Understand the key issues
that face our universe of stocks;
2. We analyse these issues at a company level through a range
of tools and frameworks and Integrate the outputs into our
live due diligence reports;
3. We Engage with our holdings on the most pertinent issues
in an attempt to steer them towards both improved disclosure and practice.
This last stage of company interaction in turn delivers new
insights that help improve our understanding and thus completes the circle. Our long-term investment horizons provide
us with the opportunity to use this iterative process to drive
positive change in the companies in which we invest, ultimately to our mutual benefit.

3

Engage

Understand

Interact with our
holdings to gain
insight into their ESG
performance and
encourage best
practices

Undertake research
in order to develop
our understanding of
the evolving
sustainability
landscape and the
most material issues
for our holdings

1

Integrate
Incorporate the relevant ESG
information and analysis into our
investment process. This includes
assessing the ESG performance of
our holdings annually

2

https://www.nytimes.com/2020/07/08/fashion/boohoo-labor-influencer-crisis.html
ARISAIG PARTNERS
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Arisaig Company-Level ESG Process

Our ESG Partners and Memberships
Governance

Environment

Social
Principles of Responsible Investment

1

Integration

Output
3

4

Corporate Governance Checklist

Sustainability Risk Management

All companies are run through our internally
developed 70-item checklist that covers shareholders
rights, transparency and related parties, audit and
accounting, board oversight, and executive oversite
and compensation.

All companies are measured and scored against an
internationally-developed framework that identifies the
5-10 most material ‘E’ and ‘S’ risk issues, the best practice
in risk management and the supporting metrics at a
sub-sector level.

• Score out of 100;
• Identification of red-flag governance issues

• Sustainability Rating from A-E for risk management
approach. This is determined by acores across 3
equally-weighted dimension:
• Strategy
• Policy
• Performance

Engagement

Engagement focused around issues where
company is not performing in line with
global practice.

Engagement focused around issues where company is
not disclosing satisfactorily and/or where policy fails
to meet expectations

Proxy voting

Use shareholder votes to vote behind the
best practices with the Checklist and
engage with company where we see gaps.

With the scope to propose agenda items limited in
emerging markets, the proxy vote is more of a window
of opportunity to raise awareness of key isues via
engagement.

We have a highly structured approach to incorporating ESG
analysis into every company that we invest in or that we
conduct due diligence on. This process – outlined in the
diagram above – gives us a sense of the long-term quality of
each company in a quantified form, which in turn is used to
inform our investment discussions and guide our engagement
activities.
Below we provide a breakdown of the ESG ratings (split between
corporate governance and sustainability risk management)
by fund. These scores are heavily influenced by disclosure
practices and are benchmarked against global best practice
and are therefore designed to be challenging. It is important to

Sustainability Risk Management (SRM) Rating (A-E)
by Company, by Fund, December 31st 2020

Sustainability Accounting Standards Board (SASB)
The SASB was founded in 2011 as a non-profit organisation to develop sustainability accounting
standards. Its focus has been on identifying the most financially material sustainability issues
that affect each sub-industry. These were codified into reporting standards in 2018 and are now
being rolled out globally. These condensed but impactful reporting requirements are a great starting point for many of our emerging market companies.

Asian Corporate Governance Association (ACGA)
The ACGA is a non-profit membership organisation dedicated to improving corporate governance standards across Asia. They provide research on the governance standards across 12 Asian
markets alongside an experienced advocacy program that works with local regulators, stock exchanges and institutional investors. Additionally, we gain access to a membership network which
we can use to collaborate on company-specific engagement issues.

note that we do not screen based on these but rather use the
analysis behind each to shape our conviction and engagement
practices.

Trucost
Trucost is a research company that specialises in assessing the measurement of environmental
footprint. We have been using them for a number of years to conduct carbon foot-printing of our
portfolios, and in 2020 expanded this to encompass the full environmental impact data.

While our Arisaig Next Generation Fund has some of the most
advanced companies from an ESG perspective, it is also
invested in several smaller and recently listed companies with
limited disclosure. This has a negative effect on the scores these
companies receive on both assessments. It is also worth noting
here that these scores do not take into account the positive
impact that these businesses (or indeed the businesses within
our other two strategies) produce, which is a major part of the
investment case. We cover this in more detail on pages 30 – 31.

Institutional Investors Group on Climate Change (IIGCC)
The IIGCC is a membership body for institutional investors to collaborate on mobilising capital for
the low carbon transition. Arisaig Partners became a member (joining a combined EUR30 trillion
in assets under management) in June in order to improve our understanding of climate change
engagement and to benefit from the IIGCC network to bring about the necessary change in local
markets.

CDP

Corporate Governance Score (0-100%) by Company,
by Fund, December 31st 2020

CDP helps companies, cities and regions disclose their environmental footprint across three areas - climate, water and forests - allowing stakeholders to measure and understand their environmental impact. We have collaborated on several projects and continue to share our investor
perspective through their public events.

2
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Arisaig Partners has been a member of the United Natons-led working group the Principles of
Responsible Investment (PRI) since 2010, one of the first emerging market managers to do so.
The PRI is the world’s preeminent proponent of responsible investment practices, delivering a
framework for ESG incorporation into investment analysis and ownership practices.

2
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Arisaig Asia
Consumer Fund

Arisaig Global
Emerging Markets
Consumer Fund

A

B

Source: Arisaig Partners
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C

D

D

Arisaig Next
Generation Fund

9

11
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South Pole
11
13
4

Arisaig Asia
Consumer Fund
80% +

5

6
1

5

Arisaig Global
Emerging Markets
Consumer Fund

70-80%

60-70%

South Pole is a leading climate sustainability solutions provider. They provide a variety of support
services including carbon offsetting of our internal operations, portfolio risk assessments and
climate risk consulting.

10

3
Arisaig Next
Generation Fund

Net Zero Asset Managers Initiative
This is a group of international asset managers committed to supporting the goal of net zero
greenhouse gas emissions by 2050 or sooner, in line with global efforts to limit warming to 1.5
degrees Celsius. We became founding members in December 2020.

50-60%

Source: Arisaig Partners
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RESEARCH
In 2020 we were able to cover a lot of ground on the research front. We
dug deeper into two of the key ‘universal’ ESG issues of climate change
and diversity and inclusion, finalised our impact assessment methodology,
and picked up a topic that we think could increasingly define returns over
the coming decade: data protection. Below we highlight some of the key
conclusions from this.
Diversity and Inclusion
The brutal and entirely avoidable death of George Floyd in
Minneapolis in May rightly sparked a period of introspection
around racial inequality in the US and internationally. This
issue has profound challenges even in countries with secular
administrations, strong institutions and comprehensive social
welfare systems. Meanwhile, when it comes to racial equality
in emerging markets, conversations on the topic can at the
extremes be taboo, but at the very least rely on a high degree of
nuance and cultural sensitivity.

We admit that we have much more work to do in this area of
racial equality (and indeed religious and sexual equality) across
the emerging markets we invest in. In 2020, we saw an ugly racial
incident involving a customer of one of our portfolio companies
in Russia, which reminded us the chasm in expectations
between ourselves and sizeable swathes of the population in
some of our end markets – see Yandex case study.
We see our role here as being constructive partners of our
investee companies, helping to steer their focus onto the
long-term benefits of inclusive cultures both within their own
organisation and the communities around them.

Case Study: Yandex

12
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Yandex is a major investment in our Global Emerging
Markets Consumer Fund. It is the leading search engine
in Russia and has launched a range of digital services on
top of this including ride hailing, media and ecommerce.
In 2020 there was a racial injustice incident within its
ride hailing business. The company’s principled response
was commendable, but the unfortunate reaction to this
by some of the local population highlighted the parochial
mindset that exists in parts of Russia.

event, reaching out to the victim to apologise directly and
removing the driver from their platform.

The incident occurred on June 8th, when a Congolese
student in the city of Bryansk was refused a ride by a
Yandex.Taxi (the Uber of Russia) driver. The incident was
recorded on video with the driver openly admitting this
was due to racism. Yandex responded quickly to the

Although this does not seem to have impacted the usage
of Yandex’s services (as per app data trends through the
period), it does point to the long road ahead in terms of
racial equality in even the wealthier and more educated
emerging markets.

ARISAIG ESG REVIEW 2020

Instead of supporting such a response, many social
media users spoke out in favour of the driver and urged
Yandex to apologise to him for firing him. The hashtag
‘Yandex is a cuckold’ began trending alongside a related
#RussiaLivesMatter movement and calls for a boycott of
Yandex services.
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Gender Diversity

Female Share of Graduates in Tertiary Education
Programmes (Latest Available Year)

Our diversity and inclusion efforts in 2020 were once again
focused on increasing the awareness of gender diversity and
the benefits it brings to companies.

85%

82%

As it stands, women represent only 15% of Board positions
and 13% of executive team positions on average within the
companies we invest in (or at least for those we have data)
Although this is marginally above the MSCI Emerging Market
Index average, it is still well below where it should be.

77%

76%

75%

70%
61%

Kenya

India

Indonesia

Brazil

South Africa

Pillippines

Argentina

What’s more, this is not due to any constraint in the supply of
educated women. In fact, in almost all cases for where we have
data, women represent the majority of university graduates.
Combined with the fact that women are responsible for
around ¾ of household purchasing decision in emerging
markets, it becomes very clear that ignoring this demographic
from the decision-making process inside companies is a
serious handicap on the potential of a company. Indeed, a
recent McKinsey study of 1,000 companies found that the gap
between winners and losers on diversity has been widening in
recent years. 4

Chile

49%

Source: World Bank

Although we are starting from a low base, we have been
encouraged with some of the conversations and progress we
have seen across our portfolios during the year. A thirteenyear engagement with one Filipino company around Board
diversity finally bore fruit in 2020 (see right) and we hosted a
highly engaging webinar on the practicalities of embedding
diversity with the CEO and Chair of one of our longest-standing
investments in India.
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Arisaig Partners’ Companies

MSCI EM Average

Average

Kenya

Chile

Nigeria

Russia

Indonesia

Argentina

Pakistan

0

South Africa

0

Hong Kong

2

Pillippines

5

Brazil

4

China

10

No. of Holdings (With Data)

35

India

Female Representation (%)

Female Representation in Exec. Management Team - Arisaig Partners'
Companies v. MSCI EM Index (Latest FY)

Arisaig Company Count (RHS)

Our one-on-one call with the recently appointed Executive
Director of Human Resources laid out the vision going forward
to increase female representation in the workforce by 100-200
basis points. The management team and the Board seem to
be behind this (this fits in with a broader cultural renovation
taking place within the firm under new leadership), which
gives us some confidence that this can manifest in meaningful
change.
Following our meeting, we sent across a set of industry best
practices that we had identified across disclosure, recruitment,
leadership and development, retention and culture.

Source: Bloomberg, Arisaig Partners, Jan 2020

4

We are also in the process of a long-term engagement process
with another Indian holding around improving its diversity
performance. Our research uncovered it as one of the laggards
within the country with women representing just 3.3% of the
total workforce. The company clearly understands the risks
associated with this and is putting a plan in place to increase
this over time.

Engagement success story:
Philippine Food and Beverage Company
We have been engaging with this family-run Filipino
company on the quality of its Board of Directors for
many years now – in fact, our first letter to them on
this topic was 7th March 2007! To date, its Board has
been dominated by male members and affiliates of the
controlling family alongside two very long-standing
(male) independent directors (they have both been on
the Board since the mid-1990s).
Alongside letters and discussion urging the company
to consider the benefits of a more independent and
diverse Board, we have voted against the reappointment of the existing independent directors.
Encouragingly, in August 2020, shortly after the Annual General Meeting, two new female independent
directors were subsequently appointed to the Board
– both successful executives in the Philippines. In one
go, this improved both the diversity (now 2/9 directors are female) and independence (now 4/9 are independent) of the Board. While it is easy to just view
these as statistics, we believe it reflects an important
step in the evolution of this company under the new
generation of family control.

McKinsey and Co, Diversity wins: How inclusion matters, May 2020
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Responding ‘Right’ to COVID-19
Globally, the stakeholder model of capitalism is gaining
traction. The key tenet of this argument is that organisations
that incorporate stakeholders5 into decision-making are more
resilient and in turn should deliver long-term superior returns.
The COVID-19 pandemic has tested this model in a way that
few envisaged. Management teams have been forced to make
difficult trade-offs between stakeholders without the benefit
of a proven playbook.
There is early evidence, at least in developed markets, that
companies adopting a holistic and genuine stakeholder
approach through this turbulence will outperform. A study
by Just Capital – which rates all large US corporates on their
‘justness’ based on large population surveys – found that the
companies that had the best employee and customer policies
and practices significantly outperformed in the first quarter
of 2020, as COVID-19 hit markets6. There are also signs this
could be mirrored in emerging markets. Edelman’s large-scale
consumer survey conducted during the throes of the global
lockdown found that emerging market consumers were more
likely to react to a company’s COVID response than their
developed market peers. They were more likely to convince
others to stop using a brand that was not acting appropriately
in response to the pandemic and were turning more to brands
that they could ‘absolutely trust’.

We have been impressed with the responses by our companies
to the shock of the pandemic and share a few positive examples
below that particularly reinvigorated us as long-term investors
(please see our July 2020 Quarterly for more examples). These
are segmented into three buckets to differentiate them in
terms of the financial impact of COVID-19 on the business:

These are companies that are set to benefit (i.e. increase in
intrinsic value) as a consequence of the pandemic. These
businesses will face a lot of scrutiny on their ‘licence to scale’
during and after the crisis and hence need to take a proactive
stance to look after stakeholders. Companies in the digital and
healthcare spaces fall in this bucket.
The nationwide lockdown took a heavy toll on the
financials of India’s leading paints company, Asian
Paints. The core decorative paints business saw a
double-digit growth rate through January-February
drop to a low-single digit decline for the quarter.

89%
77%
68%

67%

56%

55%

62%

57%

52%

51%

45%
38%
21%

20%

France

23%

Japan

24%

Canada

25%

Italy

27%

USA

South Africa

Brazil

South Korea

India

27%

UK

35%

China

48%

16%

Germany

60%

“I have convinced other people to stop using a brand that I felt
was not acting appropriately in response to the pandemic”

The original definition of stakeholders - as stated by the Stanford Research Institute in 1963 – is “groups without whom the organisation would cease to exist.
These employees, customers and suppliers are all equally critical to the going concern of any business. ”

6

https://justcapital.com/news/just-chart-of-the-week-companies-prioritizing-workers-and-customers-in-coronavirus-crisis-are-outperforming-peers/

• On the consumer side, it launched a new public health
awareness campaign urging people to stay at home
and providing health advice. To ensure discovery and
delivery of necessity products, a new platform interface
was developed, and commissions were removed on
1,000 essential SKUs. New merchants were given
lower listing fees.

• In addition, all non-logistics employees were moved
to home-working practices in mid-March (well before
government guidance).

Source: Edelman Brand Trust Barometer: Brands and Coronavirus

5

Latin America’s leading ecommerce platform MercadoLibre should stand to benefit from the fast-tracked
transition to online retail. Being aware of this, the
company launched a series of initiatives to carry its
stakeholders along.

• On the payments side, a 30-day grace period on loans
was granted for 2 million consumers and penalties
eliminated for 150k merchants.

“In this time of crisis I am turning more to the brands that I am
absolutely sure that I can trust”
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These are companies that are set to benefit (i.e. increase in
intrinsic value) as a consequence of the pandemic. These
businesses will face a lot of scrutiny on their ‘licence to scale’
during and after the crisis and hence need to take a proactive
stance to look after stakeholders. Companies in the digital and
healthcare spaces fall in this bucket.

1) The Consolidators

Consumer Responses to Brands During COVID

76%

2) The Entrenchers
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Despite this pressure, the company has been
remarkably proactive in solidifying its position as one of
the countries most admired brands. It has maintained
its annual salary increases for employees to boost
morale, whilst supporting its channel partners with a
USD6m cash injection and hospitalisation insurance.
It also rapidly responded to the national need for more
sterilisation materials with the launch of its Viroprotek
range of hand sanitizers and surface disinfectants,
leveraging its existing production capabilities (honed on
anti-bacterial and anti-asthma paint). These early and
bold moves endowed the company with strong media
support during the crisis.
“We have to set an example of true leadership and an
organisation that takes care of all its stakeholders.
[…] I see this as a big opportunity to step in and
interact with every single employee and assuage their
concerns in an uncertain marketplace. We are not in
the hire and fire business and as a mature brand have
reassured employees that we all are all together in this.”
- Amit Syngle, CEO Asian Paints
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3) The Survivors

Data Protection

This group of companies have been hit hard by the pandemic
and have been forced to mothball large parts of their business.
The residual financial capacity here is strained leading to
complicated trade-offs. The emphasis on this group is on
protecting stakeholders as best they can, such that they can
survive this ordeal and call on their stakeholders to help drive
the recovery. Examples here include travel companies and
bricks and mortar retail.

As is often quipped, data has become the oil of the 21st
century: it is the fuel that powers the businesses of tomorrow.
While this analogy has many flaws, it does highlight the
growing value associated with this ‘raw material’, and the
nexus of power and responsibility that comes with it. We are
‘mining’ data at a staggering rate, and this is set to continue
for the foreseeable future. IDC, an IT specialist research firm,
estimates that in 2020 we will have generated 59 zettabytes
of data (that is 59 with 21 zeros after it…), up from 2 zettabytes
in 2010.

One of the more recent investment for the Asia and
Global Funds has been India’s leading grocery retailer
Avenue Supermarts. Although it has many formalisation
tailwinds on its back, a nationwide lockdown of
consumers (and forced shutdown of 50% of its stores)
was unsurprisingly not within the company’s business
plans. Nevertheless, it provided paid leave to employees
suffering even mild symptoms and paid an additional
“hardship allowance” to those who turned up to work.
To improve access to consumers, it rolled out an online
channel via its DMart Ready app, launched initiatives
such as “group buying” and DMart on wheels to bring
stores to large housing complexes (this could end up
being a large silver lining in years to come).

This ‘digital oil’ underpins the intangible assets that dominate
the intrinsic value (>90%) of our portfolio companies. The
risks associated with this a multi-faceted. This includes
financial risk (the direct costs associated with data breaches,
now estimated at over USD 4 million per breach on average),
reputational risk (the loss of trust from stakeholders) and
compliance risk (the legal consequences of mis-managing
data, which can include being shut down).

Arisaig Asia Consumer Fund Price/Tangible Book Value

19.3

We began researching this topic in more depth in 2020. We
distinguished between data security – the safe storage and
processing of data – and data privacy – the preservation of
the individual rights of data subjects, but identified that where
these two combine is where the greatest risk resides. This is
increasingly referred to as ‘data protection’ and is where we are
particularly focused.

12.9

Intersection Between Data Security and Data Privacy

9.9

DATA PROTECTION

6.7

Harmonic Mean

Weighted Average

Arisaig Asia Consumer Fund - %
Intangible Assets in Intrinsic Value*

Intellectual
Property
95%

DATA
SECURITY

92%

There will be significant consolidation opportunities created
on the back of this crisis as weaker players succumb to
competitive pressures. However, we believe it will only be those
companies that have supported their stakeholders through
this that will have both the social licence and the value chain
capacity to capitalise on this. Although it might manifest in
sub-optimal short-term profits, it will surely lead to a larger
pie in the longer term. Much like the successful children in the
notorious ‘Marshmallow Test’7, this delayed gratification should
taste all the sweeter.

“A crisis is an opportunity riding a dangerous wind.”
— Chinese Proverb

7

90%

Corporate
customer
database

85%

Harmonic Mean
April 2010

Source codes

Personal data
collection practices

Personal
Data
Storage

Personal data
processing practices

DATA
PRIVACY

Personal data
sharing practices

Weighted Average
September 2020

Information Security
Management Systems

Source: Arisaig Partners, Bloomberg
*measured as % market not explained by tangible assets such as property,
plant and equipment

Data Privacy Policy

Source: Arisaig Partners

See - https://en.wikipedia.org/wiki/Stanford_marshmallow_experiment
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Measuring these risks is highly challenging as disclosure
requirements and reporting standards are still lacking. There is,
however, already evidence that companies within our universe
are being impacted by this. With regulation across many
emerging markets following the lead of the EU and hardening in
this area (including in Brazil, India and China), and a continued
growth in cyber-criminal activity, we expect this risk level to
increase significantly over the coming decade.
In order to ensure our focus is being applied to where it matters
most, we have outlined a list of seven high-risk identifiers. We
have used this to 'screen' our universe of companies for those
companies where we see both data protection and data privacy
as a material risk to their future prospects. This has been fully
integrated into our Sustainability Risk Management Framework
(SRM) to ensure that we are assessing each ‘exposed’ company
on its risk management practices.

Arisaig Sectors with Data Security and/or Data Privacy
Included in SRM

Arisaig Sector

Data
Protection

Data
Privacy

Alcoholic Beverage
Apparel and Footwear
Consumer Healthcare
Digital Platform*
Education
Financial Services
Food & Beverage
Foodservice
General Retail
Grocery Retail
Home and Personal Care
Home Improvement

Mapping Climate Transition Risk And
Opportunities
While most of the world has been focused on dealing with
the immediate impact of the pandemic, several major
weather events have occurred over the last year - including
record wildfires recorded in Siberia and shocking flooding
in Bangladesh - reminding us that climate change is still
arguably the greatest risk that we face as a society.
What is more, the global lockdown for much of 2020 proved
to be no solution for climate change. Indeed, research by the
World Meteorological Organisation suggests that despite the
significant shrinkage of economic activity during the year, the
associated drop in our collective emissions was still below
that required to keep global temperatures within the 1.5°C
Paris Agreement.8 This serves as a loud wake-up call to the
world that a lot more work is needed to create a sustainable
solution to combat climate change.
In response, we saw a growing number of governments
announce affirmative action to curbing climate change during
the year. As such, six out of 11 world’s biggest carbon emitters
(including the EU, China, Japan, South Korea, Canada and
U.S.), have now announced official net zero target or a plan of
setting one.9 The arrival of China into this group in late 2020
has perhaps the most profound implications for emerging
markets more broadly as it could reshape the USD1 trillion
foreign investment associated with the One Belt, One Road
initiative (in turn encompassing ½ the world’s population and
¼ of GDP)10.
Such a systemic social and economic transition to a lower
carbon world will have a profound impact on all corporates,
including those not typically associated with carbon emissions.
As such, although we have been carefully considering our
portfolio emissions for many years now (and indeed made
some important divestments in this area in 2020 – more
below), we remain vigilant on the potential for disruption (both
positive and negative) associated with this.

Insurance
Other Services**

2020 saw record
Siberian wildfires and
a third of Bangladesh
submerged in flooding

Specialty Retail
Source: Arisaig Partners
*includes sub-sector of social media, digital entertainment and search engines
**includes sub-sector of media and telecommunications

To understand and compare this risk management across
companies, we have drawn up a data protection questionnaire
that builds on the work of a UN PRI working group. We have
begun rolling this out to all companies for which this is a
material risk. This will allow us to better understand what
practices they have in place and ultimately share best
practices across holdings.

20

8

Carbon dioxide levels continue at record levels, despite COVID-19 lockdown | World
Meteorological Organization (wmo.int)

9

World’s Top Emitters Interactive Chart I World Resources Institute (wri.org)

10

https://www.theguardian.com/cities/ng-interactive/2018/jul/30/what-china-beltroad-initiative-silk-road-explainer
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A Refresh of our Climate Transition Risk Framework
A high-level analysis of climate transition risk looks favourable
for our portfolios. On the one hand, our investments tend to
generate significantly lower carbon emissions than their
respective benchmarks (and have been gradually coming
down as the portfolios evolve towards more ‘dematerialised’
growth themes). Secondly, they generate the overwhelming
majority of their profits from emerging markets, where the
general appetite for aggressive policy adoption action versus
wealth creation is lower, coupled with the fact that they have
relatively little responsibility for historical emissions11. Within
this, the emphasis remains very much on the highest emission
areas of the economy – for example, the Chinese national
carbon trading scheme – which comes into force in February
2021 - only targets a small subset of the economy such as the
power sector.

That said, we remain aware that the level of risk here is
growing for all companies and can manifest from multiple
angles, including the evolution of consumer preferences. We
are already seeing public awareness on carbon emissions
continue to rise - search queries on Baidu, a Chinese search
engine, for “carbon neutrality” increased ninefold following the
announcement of China’s carbon neutrality target .

Carbon Footprint12 of Arisaig Funds13 versus Closest S&P Benchmark, December 31st 2020
91%
83%

82%

444
396

389

71%

To capture these risks better, we have built out an inhouse transition risk assessment framework. This asks two
fundamental questions to all our companies: 1) how material
is climate transition risk to the business; and 2) how prepared
the company is to manage the risk?

444

62%
275
224

202

Arisaig Partners Transition Risk Assessment Framework

163

Company A
88

S&P Emerging BMI

Arisaig Next
Generation Fund
2020

S&P Emerging BMI
Consumer Staples

S&P Emerging BMI

Arisaig Global
Emerging Market
Consumer Fund 2019

Arisaig Global
Emerging Market
Consumer Fund 2020

S&P Emerging
Asia Pacific BMI

Arisaig Asia
Consumer Fund
2019

Arisaig Asia
Consumer Fund
2020

How material is climate transition
risk to business?

Portfolio
top-down
analysis

Exposure assessment

Risk management quality

• geography and industry risk matrix

• TPI management quality assessment

If identified as high-level
risk exposure level

Equity-Weighted Average Carbon Intensity ( tonnes CO2e/USD mn revenues)

Exposure assessment

% Equity Covered

How prepared the company is to
manage the risk?

Asset
level
analysis

• Policy risk sensitivity
- Breakeven carbon price
- Cost pass-through ability
- Potential stranded assets

Source: Trucost, Arisaig Partners

• Market risk sensitivity
- Local market climate appetite
• Product/service substitutability
• Key suppliers’ climate risk sensitivity

11

Why Curbing Carbon Dioxide Emissions Poses Such A Challenge (forbes.com)

12

Tonnes of CO2 equivalent per USDm revenue on a fully invested equity-weighted basis (i.e. companies with no data are removed with weighting reassigned proportionally); covers direct 		
and first-tier indirect emissions.

13

Fund data was collected as of Dec 31st 2020 and Dec 31st 2019 respectively. The drop in coverage ratio between 2019 and 2020 is largely due to the arrival of companies into the portfolio
that only listed recently and therefore no reported or modelled emissions data is available yet.

14

Baidu Search Index of “碳中和”, meaning Carbon Neutrality, on 21st September were at 202. With the announcement of the China Carbon Neutrality goal on 22nd Sept, the Search Index 		
boomed on 23rd at 1837 and peaked on 20th December at 4,448. Data can be publicly retrieved from百度指数 (baidu.com).
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b) How prepared the company is to manage the risk?
As discussed previously, we believe that climate transition
risk will affect all companies in some way and will become
increasingly seen as a non-negotiable by capital markets. We
therefore want to track the climate risk management practices
of all our companies.
To this end, we have adopted the Transition Pathway Initiative’s
Management Quality Questionnaire (see Box 1 for more
details) as part of our due diligence process on each company.
We have now completed an assessment of every company
across our portfolios to get an understanding of where they are
in their journey.

Box 1. Transition Pathway Initiative (TPI) Management Quality Questionnaire

a) How material is climate transition risk to the business?
To understand risk exposure we developed a geographyindustry matrix. Industries were assessed based on the
global industry average emission-intensity, based on
a 15,000-company dataset acquired from Trucost, an
environmental footprinting specialist. We identified the
following sectors within our universe as being particularly
exposed:

The TPI Management Quality Questionnaire is a set of 19 questions developed by an international group of asset owners
initiated by Church of England, in partnership with the Grantham Research Institute on Climate Change and the
Environment at the London School of Economics (LSE) in 2017. As of November 2020, it has 90 global investors pledged in
support, representing over USD23 trillion in assets under management and advice. Aligned to the Task Force on Climaterelated Financial Disclosure (TCFD), it measures the quality of companies’ management of GHG emissions and of risks and
opportunities related to the low-carbon transition.

i. Food Products

Transition Pathway Initiative Management Quality Score

Level 4, 0

ii. Beverages
iii. Chemicals
iv. Textiles, Apparel & Luxury Goods
v. Hotels, Restaurants & Leisure
Geography wise, we looked at the gap between each country’s
emission pathway and their medium-term (2030) climate
action plans. China, Hong Kong, Russia, and South Africa
were found to be in the ‘top risk’ basket and where we see the
potential for greatest policy disruption risk in the long term.

24

For those companies found to be in high-risk geographyindustry cells, we took a deeper look at the potential financial
sensitivity of transition risk. In practice this means assessing
the potential transmission of risk events into earnings.
We consider factors such as pricing power, local market
awareness of climate change and the viability of alternative
products/services. It was this thinking that contributed to our
loss of conviction in – and ultimate disposal of – two dairy
companies during 2020. We wrote about this in detail in our
Pricing Carbon Costs into Dairy Businesses whitepaper.

ARISAIG PARTNERS

Level 0 Unaware of (or not acknowledging) Climate Change as a business issue

Level 3, 11
companies

Level 1 Acknowledging Climate Change as a business issue
Level 2 Building Capacity

Level 2, 11
companies

Level 0, 23
companies

Level 3 Integrating into Operational Decision-making
Level 4 Strategic Assessment

Level 1, 21
companies

Source: Transition Pathway Initiative, Arisaig Partners
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Our Net Zero Commitment
Transition Risk ‘Traffic Light’ Alert

Exposure

High Risk

High Risk

High Risk

High Risk

Sensitivity

High Risk

High Risk

Low Risk

Low Risk

Sensitivity

High Risk

Low Risk

High Risk

Low Risk

Low Risk

Low Risk

Explain or exit
More engagement and research

Low Risk

Overall low risk (Light green: Prioritise
climate-related engagement once
invested)

High Risk

Source: Arisaig Partners

Bringing it together: portfolio risk assessment
and engagement

This inaugural portfolio-wide analysis revealed 23 companies on ‘Level 0’ of the TPI framework - “unaware or not acknowledging climate change as a business issue”. These were
the companies we prioritised for our initial round of engagements and have begun sending individual letters out to each
of these to explain our concerns. We plan to roll this out to all
companies scoring below Level 2 in 2021 (see Appendix for full
breakdown of holdings and their climate performance).

With the support of our investment engineers, we have
integrated the transition risk assessment framework into our
existing Sustainability Risk Management (SRM) system, an
internally-developed, web-based tool that we use to assess
each company’s management of material sustainability issues.
We incorporate this analysis into the Investment Case reports
we write, using a ‘traffic light’ risk tracking system (see above).

Keep motivated

While posing an existential threat to life on earth, climate
change and the need to transform our current economic
model away from its natural capital dependency presents one
of the greatest opportunities that capital markets have ever
been presented. For example, it is estimated that China alone
will need to invest USD2 trillion per year to reach its net zero
targets15.
This is a theme that the Arisaig Next Generation Fund is
pursuing as part of its mandate to find businesses that deliver
a positive external impact. ‘Environmental solutions’ are one of
six pillars and the team has been working hard to uncover high
quality opportunities in this space. One such project carried
out in 2020 was a deep-dive look at the solar energy value
chain, uncovering three candidates for the fund.

Arisaig Partners Transition Risk Mitigation Action Map

High
Risk Management
Quality

The other side of the coin: The Emerging Market
Need for Climate Solutions

Keep monitored

As laid out above, we believe
the trend towards a low carbon economy is now firmly entrenched. Taking a multi-decade
view to our investment outlook,
we felt that we would need to
dial up our actions over coming years if we were to preserve
client capital. This would mean
a more targeted and proactive
engagement approach to ensure
our portfolio holdings were keeping up with the globally required emissions pathway.
As a small first step in this endeavour, we are proud to become
day one signatories of the Net Zero Asset Managers initiative,
along with 29 other firms. Although we are a minnow in the
pack, between us the group represents around USD9 trillion
in AUM. Arisaig Partners is committed to transition all of our
funds towards ‘Net Zero’ GHG emissions by 2050. In our own
Net Zero Commitment statement16, we outlined seven 5-year
targets and an interim 2030 ‘Net Zero’ portfolio target to keep
ourselves on track. While the portfolio-level methodology is still
evolving, we consulted with experts from the Science Based
Target initiative (SBTi) and will be using their ‘Temperature
Rating Method’ to translate the portfolio emissions trajectory
into a projected global temperature scenario (please see Box 2
for more information).

4

Box 2. Science-based Target Initiative (SBTi)’s Temperature Rating Method
Keep informed

3

3 companies

5 companies

2

3 companies

5 companies

2 companies

1 company

The SBTi is a partnership between CDP, the United Nations Global Compact (UNGC), World Resources Institute (WRI) and
the World Wide Fund for Nature (WWF). It aims to define and promote best practice in emissions reductions and net-zero
targets in line with climate science (a so-called ‘science-based target’) and provides independent validation to companies’
targets. As of 2019, companies who signed up to the SBTi have a combined market capitalization over $11 trillion.

2 companies

Proactively engage (2021)

1

0

11 companies

18 companies

0

7 companies

2 companies

2 companies

1 company

1

2

The Portfolio Temperature Rating Method is one of the methodologies developed and endorsed by the Science-Based
Targets Initiative (SBTi) to enable financial institutions to assess portfolio climate performance from a range of corporate
carbon reduction targets by using a single and intuitive unit. The portfolio temperature score is aggregated from each
investee’s temperature score, which is translated from its publicly set emissions reduction target.

1 company

However, this methodology is still evolving and there are only two types of targets currently recognised. Among our portfolio,
although 15 companies have set GHG emissions targets, only five of them are SBTi TRM recognised ones, giving our funds
a temperature score close to 3.2°C. With more portfolio companies to set public emission reduction target and update in
methodology, we aim to reduce portfolio scope 1+2 temperature score from 3.2°C to 2.775°C by 2025. This follows a linear
reduction of 0.085°C to ensure a 1.5°C scenario by 2040.

3 companies

3

High Risk Exposure

Source: TPI, Arisaig Partners
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UBS Research, 10b tons to zero: how can China achieve its carbon neutral goal?, Jan 2020

16

Available on our website
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The Impact Opportunity
The launch of our impact investing product, the Arisaig
Next Generation Fund, was a highlight of 2020. In addition
to meeting the high expectations for growth and quality
applied to holdings in our other Funds, the c. 25 businesses
in this portfolio contribute significantly to improved outcomes
relating to one or more of six impact themes.

Figure 1: Arisaig Next Generation Fund – allocation by
impact theme (as of December 2020)
Gender Cash/other
Equality 5%
5%

Our approach to impact measurement and management
(IMM)
Our approach to IMM incorporates impact considerations
throughout the investment cycle. In addition to detailed impact
assessment aligned to the Impact Management Project’s five
dimensions of impact at portfolio construction, we actively
manage impact of our portfolio through impact monitoring and
reporting (in line with standard metrics such as those in IRIS+
where relevant), as well as engaging management to push for
greater positive impact and/or mitigation of impact risks. To
lead this work, Lilian Wang joined the team in May 2020 as
Impact and Engagement Director, bringing over a decade of
consulting experience in ESG and IMM. More information on
our approach to IMM is set out in the Arisaig Next Generation
Fund Impact Policy (available on request).

Health
33%

Environment
13%

Figure 3: Impact is considered throughout the
investment lifecycle

Employment
13%

Construction
Gender Cash/other
Equality 5%
5%

Education
13%
Environment
13%

Financial
Health
inclusion
33%
18%

Source: Arisaig Partners

• Assess anticipated impact of potential investments
• Assess risks and negative side effects
• Identify engagement priorities and KPIs to monitor

Management

The holdings of the Arisaig Next Generation Fund serve
Employment
millions
of customers in over 20 countries in the developing
13%
other 2%
Others
3% seeking to maximise
world. For us, it isAfrica
axiomatic
that
investors
SE Asia other 3%
the positiveIndonesia
impact 2%
of their investments should Brazil
seek out these
22%
emerging
and
frontier
markets, where the need for capital is
South
Africa
3%
Education
Financial
3%
greater,Myanmar
populations
are much larger, and lower
market values
13%
inclusion
Ghana
3%
produce much higher ‘impact bang for your buck’
18% .
Kenya 4%

• Monitor impact and risks of investments
• Engage portfolio companies to enhance impact
• Manage strategic impact on portfolio level

Exit
• Consider effect of exit on impact
• Review, document and share lessons learned

Chile

5%Arisaig Next Generation Fund – allocation by
Figure 2:
geography of customer (as of December 2020)
Russia
6%

Africa other 2% Others 3%
SE Asia other 3%
Brazil
Bangladesh
Indonesia 2%
22%
6%
South Africa 3%
China
Egypt
9%
14%
Myanmar 3%

Source: Arisaig Partners

India
15%

Ghana 3%
Kenya 4%
Chile
5%

The companies in the Arisaig Next
Generation Fund are estimated to reach
over 12 million people each on average.
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Russia
6%
Bangladesh
6%
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India
15%

China
9%

Egypt
14%

We engaged with 17 companies
representing 68% of Arisaig Next
Generation Fund equity assets
since launch of the strategy
29

Thyrocare has India’s first
fully automated clinical
chemistry lab, which is
accredited by College of
American Pathologists and
ISO-9001 certified

Thyrocare: Providing more accurate and
more affordable diagnosis for millions of
people in India
Only 15% of India’s population is covered by health
insurance. Government expenditure on health is low, at c.
1% of GDP. 62% of healthcare costs are paid out-of-pocket.
While life expectancy has improved, India’s disease profile
is shifting towards chronic diseases such as cardiovascular
disease, diabetes and cancers, which now account for
60% of all deaths. Around 70% of hypertension cases and
55% of diabetes cases are thought to be undiagnosed.
Diagnostic testing plays an important role in timely, accurate diagnosis and treatment of disease. However, the
diagnostics market in India is highly fragmented, with 99%
of standalone labs unaccredited. Moreover, as diagnostic
tests are typically paid for out-of-pocket, patients are
forced to choose between quality and affordability.
Thyrocare makes high-quality, reliable diagnostics more
accessible to populations across India with its cost
leadership-driven strategy. Its mission is to ‘serve 50%
of world’s population, 50% of their diagnostic needs, at
50% of the costs’. Thyrocare’s investment in world class
technology (including India’s first fully automated lab)
facilitates rapid, reliable results at low costs. Its standalone
tests, including radiology and PET-CT scans, cost 50% or
less compared to competitors, and the popular prevention-

focused ‘Aarogyam’ bundled packages (starting at c. USD
13 for five to six tests) cost many times less. Yet there are
no compromises on quality: team visits to the central lab,
which is accredited by College of American Pathologists
and ISO-9001 certified, showcased the highest level of
cleanliness and quality.
Thyrocare’s strategy has included a strong focus on prevention. Its Aarogyam packages enable affordable screening
for multiple conditions and risk factors. Numerous studies
have found that screening when a patient is asymptomatic can enable more timely and effective treatment and be
more cost-effective than clinical interventions. As 95% of
diagnostic testing in India is conducted after someone
has developed symptoms, helping to change attitudes
with greater focus on pro-active screening represents a
significant opportunity to improve health and wellbeing.
In FY20, Thyrocare processed 19.2 million samples. It
currently is present in nearly 800 cities in India through
over 44,000 ‘touchpoints’. Looking forward, we expect
growth of the company to be volume-driven with number
of samples processed growing by 8 – 10% year-on-year,
with increasing focus on underserved regions (e.g. Tier 2
and below cities).

While very early days, we are proud to be playing a role in
steering the USD 2.5 trillion of annual investment17 necessary
in developing countries to meet the Sustainable Development
Goals while generating long-term equitable value for our
clients.

17

https://worldinvestmentreport.unctad.org/world-investment-report-2020/ch5-investing-in-the-sdgs/
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ENGAGEMENT

Engagement summary

Engagement by type

Engagement by issue

13%
25%

In total, we had 70 proactive engagement interactions with 44
of our holdings in 2020, covering 65% of our firm-wide equity
assets. The charts below summarise these engagements
by type18, issue, and progress (milestone) as captured by our
internal engagement tracker tool.

18

15%

10%
Sustainability
Governance

5%

Strategy

Other

Audit and
accounting

Employee
diversity
and wellbeing

Data security
and privacy

Product lifecycle
management

Supply chain
management

Capital allocation
and risk
management

Product safety
and access

Improving
reporting and
disclosure

0%
Climate change
and environmental
management

Nearly one fifth of our engagements involved discussion of
board structure and executive incentivisation issues. Many of
these related to board composition, particularly pushing for
majority independent boards and improving gender diversity
among board members (our benchmark is that at least 30% of
the board should be female). Climate change, environmental
(energy, waste, and water) management and improving ESG
disclosure also featured frequently in our letters and meetings
with management (see case studies below).

54%
33%

Board structure
and executive
incentivisation

Historically, our engagements have focused more on corporate governance. However, this year, the majority of our
engagements related to Sustainability (i.e. environmental or
social) topics. This reflects our intensified focus on increasingly
pressing issues such as climate change as well as the growing
willingness among emerging market companies to engage on
these issues.

20%

We only included Strategy engagements where we sought a behavioural change i.e.
we did not count strategy-related information exchanges as active engagements
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Arisaig Partners Engagement Progress Milestones

Engagement
initiated
Issue raised with
company e.g.
engagement letter/
email sent to
company

Engagement
acknowledged
Co. acknowledges
the issue and
commits to respond
e.g. IR team
confirms receipt
and indicates
timeline for
response or meeting
to discuss

Meaningful
dialogue
Meaningful
dialogue in relation
to issue e.g.,
meeting or call to
discuss issue, or
formal written
response

Information exchanges - Progress by milestone (n = 20)

Commitment
to change
Company commits
to action in relation
to issue e.g. written
commitment (either
public or private)
from management

Change in
progress
Action partially
implemented by
company e.g. policy
rolled out across
company and
disclosed on
website

Change complete
Action fully
implemented by
company e.g. policy
rolled out across
company and
disclosed on
website

0%
0%

10%
10%

15%
15%

75%
75%

Engagement initiated
Engagement
Engagement initiated
acknowledged
Engagement
acknowledged
Meaningful dialogue
Meaningful
dialogue
Unsuccessful
Unsuccessful

Behavioural changes - Progress by milestone (n = 50)
Unsussessful
No response or
signal of intent from
management

4%
4%

2%
2%

18%
18%

18%
18%

20%
20%

Information Exchange

14%
14%
Behavioural Change

24%
24%

This year, we introduced a more granular milestone-based
rating system to capture the progress of each engagement.
For ‘behavioural change’ engagements – those where we
are looking for distinct changes in business practices - we
have a longer runway for progress, in line with the greater
commitment required from the company.

The majority (75%) of the twenty ‘information exchange’
engagements (in which we wish to better understand a
company’s strategies, policies and practices) initiated this
year were completed in the year, indicating that our holdings
are generally timely with their responses to our queries and
requests for discussions. It also reflects the relatively shortterm nature of these engagements.

Engagement initiated
Engagement
Engagement initiated
acknowledged
Engagement
acknowledged
Meaningful dialogue
Meaningful
dialogue
Commitment
to change
Commitment
to change
Change in progress
Change
in
progress
Change complete
Change
complete
Unsuccessful
Unsuccessful

Progress on the fifty behavioural change engagements is more
varied, as shown in the chart below. This reflects the longer
time needed for a company to commit to and enact change.
Engagement data from an institutional investor with over USD
500 billion AUM found usually takes an average of 35 months
until the entire engagement is successfully completed19. In
future, we will also be monitoring how long it takes for our
engagements to progress through milestones, and observing
whether certain engagement topics or approaches are more
successful than others.

19
Hoepner, Andreas G. F. and Oikonomou, Ioannis and Sautner, Zacharias and Starks, Laura T. and Zhou, Xiaoyan, ESG Shareholder Engagement and Downside Risk (September 19, 2019).
AFA 2018 paper, European Corporate Governance Institute – Finance Working Paper No. 671/2020, Available at SSRN: https://ssrn.com/abstract=2874252
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Engagement
Our research focused on two of our apparel holdings in India.
We applied our 360 degrees research process, conducting
18 interviews across a range of stakeholders: factory owners,
former employees at the factories (both management and
factory floor roles), the Head of Sustainability at a domestic
competitor, international apparel sustainability experts, a
labour welfare activist who heads a reputed local labour NGO,
current company management, and a fellow investor.
Outcome:

Individual engagements
Issue: Labour Conditions in the Apparel Industry
Background
The covid-19 pandemic has put a spotlight on workers’ rights
and labour standards. A high-profile example of this was
Boohoo, a UK-based fashion company, which faced scrutiny
over its UK supply chain. In July, a report that garment workers
in a Leicester factory making clothes for Boohoo were paid
below minimum wage and suffered poor working conditions
resulted in social media backlash, suspension of the brand
from fashion websites, and threats of legal enforcement. Its
share price fell 45% in ten days. In September, Boohoo’s share
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price rose by 11% the day it disclosed the recommendations
of an independent review into its sustainability practices and
committed to an action plan. The reprieve was short-lived;
since then, concerns over the resignation of Boohoo’s auditor
and new concerns over suppliers (this time fraud-related)
has resulted in the stock falling by nearly a third. The fact that
Boohoo was given an A rating for ESG by MSCI only a month
before the story broke highlights the challenge for investors in
gauging what is really going on behind the scenes.
Labour is one of the most material ESG issues we assess
prior to investing in an apparel company. We believe our
investments in this industry are leaders domestically with
regards to sustainability, but the Boohoo incident spurred us
to undertake deep-dive research to verify this.
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This deep dive has thus far has boosted our confidence that
domestic best practice standards are largely being upheld
by the two companies we looked at. Indeed, both companies
do more around social responsibility than they disclose. They
have rigorous policies and practices that far exceed local legal
requirements, for example requiring facilities to be certified to
internationally recognised standards (Sedex, WRAP); regularly
monitoring social compliance through third party audits and
internal checks; and offering staff benefits like free meals and
high quality creches. Ex-factory employees we spoke to highly
praised the working conditions and culture at the facilities.
However, there is still plenty of room for improvement.
Transparency is one area. While we acknowledge this comes
with some risk of ‘sticking your head above the parapet’,
particularly in a country where awareness of sustainability
among the cost-conscious consumer base is still low, we
believe this is key to maintaining long-term social licence
to operate as well as confidence of the global investing
community. We will be engaging with our apparel holdings to
encourage best practices including:
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• Publishing a Responsible Sourcing Policy / Code of Conduct
for Suppliers, which defines the minimum social (and
environmental) standards that must be met by suppliers,
and ideally also cover subcontractors. This should also
detail the governance structure for ensuring compliance
with the Policy;
• Disclosing annual performance metrics relating to
responsible sourcing, such as percentage of suppliers/
facilities audited, percentage of which are compliant with
company standards/policies, and progress of corrective
action being taken by non-compliant suppliers; and
• Making a list of Tier 1 suppliers available to the public
(potentially anonymised if deemed commercially sensitive)
to improve supply chain transparency.
Our research also highlighted a few ‘red flag’ areas within the
apparel industry associated with greater risk exposure, which
we intend to look into further in the coming year. These include
subcontracting (which can lead to a loss of accountability,
both from an ESG and quality perspective – a key flaw in
Boohoo’s business model), fast fashion (where pressure to
produce a diverse range of items cheaply and quickly can
lead to corners being cut), and embellishment (beading/hand
embroidery, which is often outsourced to home workers and
therefore exposed to risks of child labour and unsafe working
conditions).
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Issue: Putting Purpose into Practice

Engagement

Background
As we have written in the past, in order to preserve its intangible assets, a company must at the very least be a good
corporate citizen. To really succeed, it must clearly define what
its purpose is (i.e. the ‘why’ rather than the ‘what’) and how this
aligns with its various stakeholders. Getting this right creates
a formidable bond that binds customers, employees, suppliers
and shareholders together into a business that can stand
the test of time. As such, we spend a great deal of our time
understanding this ‘why’ question and how a company’s ESG
practices align with this.

Issue: Sustainability disclosure
Background
We have discussed in previous ESG Reviews how the dearth
of sufficient, relevant, high quality ESG data complicates ESG
analysis in emerging and frontier markets. We have continued
to use direct company engagement to help fill the large gaps
in disclosure. Our interactions with management often give us
insight into our holdings’ sustainability-related efforts which
have not yet been communicated effectively to the public.
While this helps us build our own conviction in our holdings,
we believe regular disclosure on material ESG issues to a wider
audience will result in accelerated progress through greater
accountability, and ultimately contribute to long-term positive
returns. A key focus of our engagements this year has therefore
been improving sustainability reporting.

During 2020 we ran a series of engagements with a Brazilian
pharmaceutical company on defining and embedding
purpose into the organisation. This company has been through
a decade of disruptive transition filled with M&A activity and
even a corruption scandal (an issue which required a whole
host of engagement to clarify prior to our initial investment).
The effects of this on investor sentiment seem quite evident
– despite very comparable fundamentals, it trades at a
significant discount to peers within its sector. We also found
that employee reviews of the firm, while still decent, lagged
some of their domestic peers.

Engagement
We have written and spoken to over a dozen portfolio
companies in the past year on improving ESG and impactrelated monitoring and reporting. Our approach has taken
various forms, tailored to the individual needs of each company,
depending on the maturity of their current sustainability
disclosure. Examples include:
• Explaining the business case for ESG, particularly from
investors’ perspectives;
• Sharing our internal Sustainability Risk assessments of the
company and highlighting key areas for improvement and
how the company could achieve these;
• Giving our views on which ESG issues are most material to
the company and why;
• Providing insight into emerging approaches to impact
reporting, including natural, social, and human capital
approaches;
• Connecting our holdings with local sustainability NGOs,
experts, and consultants; and
• Sharing examples of leading practices of industry peers.
Outcome
We saw traction on the topic with seven of our portfolio
companies with whom we had meaningful discussions. One of
the most rewarding engagement experiences was observing
tangible progress at a longstanding holding of ours (see right
for case study). Other highlights include one of our Brazilian
holdings releasing its inaugural sustainability report this
year, and another two committing to releasing sustainability/
integrated reports within the next two years.
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This Indian food and beverage company is one of our
longest standing investments, having originally invested in 2005. Since 2015, we have sought discussions with management about sustainability strategy
and practices numerous times without much traction.
This year we saw signs of our persistence paying off.
During a routine strategy update call with the Managing
Director where we again broached sustainability,
he expressed some interest in understanding why
investors are so interested in the topic. We offered
to provide a training session to explain the investor
perspective, which he readily accepted. This was
attended by the MD, the CFO, Head of Procurement,
Head of Supply Chain and Head of R&D.
The training session led to a detailed follow-on
discussion with the company’s Head of Procurement
to discuss its palm oil supply chain. We gained insight
into the work the company is doing – far more than
what historically has been reported – as well as the
challenges it faces.
We now see ‘Sustainability’ featured for the first time
in the quarterly updates as one of the company’s
strategic focus areas and are expecting the first proper
sustainability report some time in 2021. We believe
the company is finally embarking on its sustainability
journey, and we are very encouraged by the first steps
it is taking as well as by management’s willingness to
engage in dialogue.
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Comparison of Fundamentals and Valuations –
July 2020

19
16
13
10

ROIC
(%)

3-Year Forward
EPS CAGR (%)

PE - FYO

Peer Average (9 Companies)
Target Company

The opportunity here to refresh the mission for the company
is significant. Its products are already helping to improve
the health and livelihoods of millions of Brazilians and is,
we understand, what really motivates the employees of the
company. Instilling a more stakeholder-focused mindset in the
company should help create a more productive, innovative and
motivated workforce and develop a cohesive culture that can
drive the business forward in its next evolutionary phase. Once
this can be demonstrated to investors, we see no reason why
this company shouldn’t trade on at least the same multiples as
its industry peers going forward.
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We dedicated an hour-long call with the CEO entirely on this
topic. This was followed up with a detailed letter outlining
where the potential sources of concern were amongst
shareholders and listing five steps the company could
consider taking to resolve this:
1. Define the purpose of the organisation
2. Write purpose within the company’s governance structure
3. Link purpose to management incentives
4. Communicate this purpose internally and embed within
culture
5. Communicate this purpose externally
We combined these with several examples of successful
companies to help visualise east stage of the process and also
posted the book, Grow the Pie, by Alex Edmans, which has
shaped some of our thinking on this.
Outcome

26

11

After series of initial engagements with management around its
sustainability disclosures and practice – in particular around
water stewardship, a critical risk for its major manufacturing
facility – we realised there was an opportunity to broaden this
conversation to push the company to better define its mission
and drive the internal culture around this.

Our conversations following this initial interaction suggest
that, despite the heavy COVID-19 disruption, there has been
some good progress internally. Shortly after our initial call and
in line with the suggestions made in out letter, a sustainability
consultant was engaged to conduct a stakeholder materiality
survey. This raised some anticipated responses – for example,
climate change came top – but also some more surprising
outcomes, such as diversity and inclusion being a top concern
amongst employees (despite what is statistically already
diverse company). A Sustainability Group, comprising a crosssection of senior executives, has now been put in place to
oversee the initiatives behind the material issues identified
and set targets for the future. More is expected to be disclosed
in this area in April.
This is an important step in understanding what issues the
company must focus on and how best to realign its mission to
address these. We understand that they will be reappraising
the mission of the company following this exercise in order to
pursue broader ‘wellbeing’ rather than just health outcomes.
This may sound nebulous, but if executed effectively, it could
lead to material improvements in cultural cohesion and
stakeholder relations in the years to come.
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Issue: Physical climate risk
Background
As discussed in last year’s ESG Review, we have spent some
time building up our understanding around the physical
consequences of climate change and how they might
manifest within our companies and portfolios. As part of this
exercise we employed a third-party specialist called South
Pole to run a portfolio level risk mapping exercise of all our
holdings. To support this, we undertook a large geotagging
exercise to capture the locations of all the facilities of our
holdings. This allowed us to see where the risk lay from a topdown perspective.

To dig deeper into the potential company-level risk, we
needed to apply a more granular, bottom-up assessment. We
took the top 10 companies that were highlighted as being
most at risk by the South Pole analysis and ran them through
our internal risk assessment questionnaire, which looks at
what measures the company has in place across its suppler
chain, direct operations and downstream demand. This
provided more colour on the potential sources of financial
risk and helped us home in on three companies that we were
most concerned with.

Company Bottom-Up Risk Exposure Analysis
Company

Supply
Chain

Operations Downstream Exposure
Demand

Engage?

Summary Comments

Company A

Medium

Medium

Medium

Medium

No

Relatively diverse manufacturing footprint (8 plants - although weighted to
higher climate risk North of the country) and diversified 'essential' product
mix. Key question would be whether there is any risk pockets within: a) the
dairy supply chain (largely in water-stressed North); and b) manufacturing
footprint - drought risk within its Punjab, Uttarakhand and Haryana plants.

Company B

Medium

Medium

Medium

Medium

No

Diverse manufacturing footprint (36 plants) and 'essential' product mix. Key
question would be whether there is any risk pockets within the supply chain
(e.g. wheat, sugar)…

A

A

C

D

Company C

Medium

Medium

Medium

Medium

No

No obvious concerns through analysis. Might want to pick up water risk topic
seperately due to high exposure here 3/8 commissaries

Company D

High

Medium

High

High

Yes

Dairy supply chain could be very vulnerable to heat waves and drought. This
is the key product category leaving minimal room for adaptability

Company E

Medium

High

Medium

High

Yes

Manufacturing operations are very concentrated within 2(?) plants. Both of
these are high risk to drought while Kotri plant is also vulnerable to flooding.

G

Company F

High

High

Medium

High

Yes

Risk in local supply chain and concentrated (only 3 plants) manufacturing
footpring

H

Company G

Medium

High

Medium

High

No

Key risk comes through the water stress (incl. drought) in two of its plants.
Might make sense to probe more on the water risk angle.

In

Company H

Medium

Low

Medium

Medium

No

No obvious concerns here on closer inspection

S

Company I

High

Medium

Medium

High

No

Key risk here is in the supply chain - namely copra. As we already know the
volatility risks here, additional engagement will only provide limited value.

Company J

High

Medium

High

High

Yes

Reliant upon barley and water. Barley heavily sourced from North of country
(high drought risk). Diversified production base but dependence on single
non-essential (?) product creates risk.

E

F

F

F

G

H

O

Objective
Having identified the three companies we felt were most at
risk, we engaged with the senior management of each. The goal
was to raise the awareness of these issues, understand what
they were doing to manage this risk and build resilience, and
ultimately to share the best practices with other companies.
We run through two of these engagements below.
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Company B: Home and Personal Care Manufacturer in Pakistan
We had a call with the CEO who was able to provide
some more context on the company’s management
of extreme weather events. The most obvious threat
to the company comes through water shortages, with
Pakistan (in particular in the low-lying coastal regions)
facing shortages every year. This affects 2 out of 3 of
the company’s plants – one in Hyderabad and the
other in Karachi. These water shortages could also have
implications for downstream demand for its products
– as per Unilever analysis, 85% of water usage occurs
during usage of its products. Without access to reliable
and potable water, the demand outlook for detergents
and toothpaste could become constrained.

b. Water saving – have cut >300m3/day in water use

The key takeaways from the company’s management of
this were:

V. High temperatures are an issue, but have not yet had
any incidents related to this

A) Governance

D) Downstream demand

Company A: Biscuit Manufacturer in Bangladesh

I. The company has 2 full-time employees responsible for
sustainability, that also look at climate risk

We had a call with the CSR Manager for this company
to run through our resilience questionnaire. The key
takeaways from this were:

II. The company is also able to leverage a lot of learnings
from its parent company (based in the US), including
around solar technology and product formulation

I. Focus is on creating smaller, more concentrated
products (e.g. Liquid detergents, dishwashing); bulk
density from has increased from 0.2 to 0.4 (and even 0.6
in some cases), which is well above peers and reduces
shipping needs and water requirements.

A) Sourcing
I. The company sources from a combination of local (for
unprocessed foods - e.g. eggs, peanuts) and regional
(for processed - e.g. wheat, sugar). These are kept
diverse and they have backup suppliers for each of their
core inputs.
II. They are working through a new sourcing policy which
will include risk mitigation to ensure this is more
proactively managed going forward.
B) Direct Operations
I. Although they have had environmental audits done
on their plants, they have not yet conducted an ISO
14001 environmental audit (the highest global industry
standard). The key impediment seems to be budget as
these can be quite expensive. This is something that we
will probe further on in future.
II. They currently have limited insurance coverage beyond
fire insurance (which they must have to be licensed).
This is something we will raise with the company again
in future.
III. All of the company’s plants are designed to withstand
flooding by default (e.g. raised floors). As such, they have
more inbuilt tolerance than we might otherwise expect.

42

C) Downstream
I. The biggest takeaway here was that the company’s
portfolio might be one of the most resilient of any
in the face of climate disruptions. Interestingly, the
government guidance is for households to keep a bag
of supplies (including packaged food such as biscuits)
ready to hand in case of flooding. This makes the
company’s products a natural solution for vulnerable
populations.
Conclusions
It seems clear that the business has a fair amount
of resilience built in by a combination of design (e.g.
procurement) and circumstance (e.g. product portfolio),
but perhaps does not see physical climate change as a
major top-down risk to manage. This might in part be due
to the fact that they have not experienced any material
consequences from climate change in recent years
(last major flood in 2008 and they managed to maintain
smooth operations). From what we can understand,
responsibility for risk management seems to sit across the
organisation (e.g. procurement, plant managers) with no
obvious oversight from a central risk function.
The conclusion is that we should continue to cover this
topic with the company and check in on progress. The key
swing factor giving comfort here is that its products are
easily produced essentials (even during COVID, demand
and revenues have remained steady) and therefore should
be able to withstand most volatility.
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B) Supply chain
I.

COVID has encouraged the company to look for
alternate suppliers to diversify risk -> it is looking to
find additional providers for 40-50% of raw materials
(takes 6 months to onboard)

II. It has always looked to localise suppliers where
possible to minimise cross-border risks. However, they
struggle to find many of the necessary chemicals (e.g.
took 10 years to find calcium carbonate supplier)
III. Packaging is now 100% locally sourced
IV. Historic supply issues have not been related to weather
events, but more specific issue with foreign suppliers
(mainly in China)
C) Direct operations
I. Water is the biggest risk for the plant operations. Every
year they have shortages (usually for a 10-day period),
particularly in the Karachi plant. At times they have
had to truck in water supplies
II. Efforts to combat this include:
a. Site locations – water access is key consideration for
new factories, hence the location of a new detergent
plant in the more precipitous Lahore
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c. Water storage – have tanks now that store 7 days of
water, but still not enough for the annual shortfalls (10
days)
d. Water recycling – within 3 years expect to have zero
wastewater from plants
III. Flood prevention – the Indus river can be prone to
flooding (e.g. in 2010), but the company has placed
factories on raised ground which has avoided any
issues to date
IV. Use of contract manufacturers provides outlet if there
is disruption to an owned plant

II. Consumer understanding of not using as much
product/water is low (perception remains that more
product + water = greater functionality); gradual change
necessary via education.
Conclusion
Water stress is the single greatest risk to the company. In
response, it is undertaking some efforts to pre-empt this
including making its products more concentrated and
educating consumers on the benefits of this more efficient
application (although this takes time as engrained
practices are hard to shift).
We followed up our call by sharing some innovations
with the CEO that might help them build resilience on
the demand side. This included Unilever’s ‘water smart’
SmartFoam technology which helps break the soap suds
down more quickly, and in turn reduces the need to rinse
laundry (cutting water use by 50% in the process). In
addition, we shared some recent innovations from India
in the health and hygiene space. Many of these products –
e.g. hand sanitizer and surface spray – can provide utility
to consumers without the need for water. More investment
behind these types of innovation should ensure that the
company can capture the long-term growth runway
ahead, and create a competitive advantage over informal/
tier two brands.
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Proxy Voting

Arisaig Asia Consumer Fund

Proxy voting is a fundamental part of our portfolio management
process and we seek to vote on all possible resolutions at
annual general meetings and special general meetings. We
see it not only as our fiduciary responsibility as a shareholder
but also an important means by which we can convey our
views to the board of directors and senior management. Voting
season tends to be a window in which companies are most
open to dialogue with external stakeholders, so it is important
to take advantage of.
In terms of process, prior to casting our votes, the relevant
investment analyst reviews each resolution. They are required
to state their rationale for each decision – following the
principles outlined in our Proxy Voting Policy - which is then
submitted to the appropriate Head of Product prior to the final
vote casting.
If we are unhappy with the resolution that has been proposed
or believe that insufficient information is provided by the
company, we will seek further information in advance of
casting a vote. This engagement can be used to highlight
any concerns that we may have and may also provide an
opportunity to convey to the company the rationale behind a
decision not to support management. In addition, given that
we are usually one of the largest minority shareholders, we are
occasionally contacted by the company to seek our opinion in
advance of a resolution being tabled.
There are a few quirks of shareholder meetings at many of
our emerging market companies. Firstly, we are not typically
offered much to vote on in the agenda, and due to less
favourable regulation for minority shareholders, we are unable
to table motions or to act in concert. In addition, the majority of
our companies have controlling shareholders (whether multigenerational families, multi-national parent companies or
first-generation founders), which means there is only limited
impact that minority shareholders such as ourselves can have
on decisions.
In such circumstances, we still have plenty of scope to engage
the company directly to share our perspectives on issues
not directly covered by the agenda items, and indeed this is
our preferred method for encouraging change. Patience is
important here, and if the engagement is persistent and based
on sound principles, it can deliver meaningful outcomes - e.g.
see Box see box on page 16 – Universal Robina.

7%
4%
5%

84%
For

Against

Abstain/Witheld

No Vote*

Arisaig Global Emerging Markets Consumer Fund
3%

6%

4%

87%
For

Against

Abstain/Witheld

No Vote*

Arisaig Next Generation Fund
17%

1%

82%
For

Against

Abstain/Witheld

Source: Arisaig Partners; votes are broken down by agenda item
* The no votes referred to two companies we were exiting and 		
had only a marginal position remaining in the Funds
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Arisaig Partners' GHG Emissions – Historic and 1.5 °C aligned (tCO2e/Full-time Employee)
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7.8
6.9

7.2
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Arisaig Partners Audited
Physical intensity target based on 2011
(Converted from 1.5°C - aligned target by using 4.2% linear annual absolute emission reduction)

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

7.8

Internal Sustainability Practices
As a firm we accept that all good practice must start at home
and during 2020 we took another step forward in terms of
firming up our own commitments to our stakeholders.
Two issues that are particularly important to us as a group are
climate change and diversity. We have taken some important
steps in both these areas in 2020:

7.5

This target does include our business travel, which makes
up the lions share (c.80%) of our emissions each year. 2020
has shown us that much of the travel we took in the past was
probably superfluous, and that reducing our travel carbon
budget annually should align well with our goal to deliver
‘research excellence’ and judicious portfolio stewardship.

7.2

46.2%
6.8

6.5

6.2

5.8

5.5

5.2

4.9

4.5

4.2

Arisaig Partners' GHG Emissions (tCO2e)
952

953

Climate
732

Although we have a relatively small direct footprint on the
environment as a firm, we collectively feel very strongly in our
responsibility to minimise this in whatever way we can. That
is why, in 2020, we followed the advice we were giving to our
investee companies and set ourselves an ambitious carbon
emissions reduction target for the next decade.
We plan to reduce our 2030 emissions intensity (as measured
by the full-scope carbon emissions of the business – exportfolios - 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, has set
out recommended emission reduction pathways that align
to a 1.5°C warming scenario20. 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 by 2050.
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Arisaig Partners Aidited Base Year
Physical intensity target based on 2019
(Converted from 1.5°C - aligned target by using 4.2% linear annual absolute emission reduction)
2011

2012

2013

2014

2015

2016

2017

2018

2019

20
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/wp-content/uploads/2020/10/Financial-Sector-ScienceBased-Targets-Guidance-Pilot-Version.pdf
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Source: Ecometrica, Arisaig Partners

In addition to the above, we will continue to offset the
remaining carbon emissions attributable to our operations by
purchasing the necessary carbon credits, a practiced we have
had in place since 2010.
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Importantly, our diversity is also reflected specifically in the
investment team, which is 50% female and purposefully
incorporates a mix of local talent and external perspectives.

Diversity
We endeavour to live our values in every aspect of our
operations, and so we must continue to cultivate the diversity
which we encourage in our holdings. In 2020 we released a
Diversity and Equality policy which codified the practices
which we had long upheld to create and support a workforce
that we proudly feel represents a wide range of perspectives
across all levels of the organisation.

As per our succession plan, at the five-year point the Founders
are in the process of stepping back from the Fund Board
Director roles they had previously held, and we are ensuring
that new Directors appointed reflect the markets in which we
invest: our Global Fund board will evolve to have 50% female
directors in 2021.

As it stands today, our employee base is 54% female; we are
also 58% BAME per a Western definition, though this metric
should be viewed through the prism of our presence in
Singapore and Mumbai.

Arisaig Partner’s Employee Diversity
Total
Number
By whole firm

Female

Male

BAME

Female

Male

BAME

48

26

22

28

54%

46%

58%

3

1

2

0

33%

67%

0%

26

13

13

17

50%

50%

65%

4

4

0

2

100%

0%

50%

15

8

7

10

53%

47%

67%

Partners

5

1

4

2

20%

80%

40%

ExCo

4

2

2

1

50%

50%

25%

Senior Management Team (Heads & Directors)

18

5

13

6

28%

72%

33%

Others

27

19

8

22

70%

30%

81%

By Business Unit
Business Development
Investment Team
Legal & Compliance
Operations Team
By Level
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Appendix 1
Climate Performance Snapshot

21 * Provided by Trucost. Companies marked as N/A are
not covered by Trucost's database.
22**The temperature rating scores are translated from
companies’ public GHG emission reduction targets
through an open-source methodology developed by
Science-Based Target Initiative. The score can be
used to assess and compare the ambition level of
these targets at single target, company, or portfolio
level. The score here is assessing the longest-term
target companies set for scope 1&2. It is worth noting
the methodology is still evolving and a few of our
holdings’ targets could not be included due to the
limited coverage of this methodology at this moment.
We shall update their scores once the methodology
improves.
23***The country policy ambition level adopts the
assessment done by Climate Action Tracker (CAT).
CAT rates NDCs against whether they are consistent
with a country’s “fair share” effort to the Paris
Agreement 1.5°C temperature goal. The higher °C
world means the less ambitious a government’s NDC
is. For example, “4+°C world” means the government
NDC fall well outside of its “fair share” range and if all
government NDCs were in this range, warming would
exceed 4°C. “<1.5°C world” means the government
NDCs are consistent with its “fair share” to achieve
a less than 1.5°C development pathway. Countries
marked as N/A are not assessed by CAT.
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Company Profile			
Climate risk
			
exposure
			Quality

Climate Risk 		
Management 		

Company Number

TPI Score (2020)

Arisaig Sectors

Company 1
Food & Beverage
Company 2
Food & Beverage
Company 3
Food & Beverage
Company 4
Food & Beverage
Company 5
Food & Beverage
Company 6
Food & Beverage
Company 7
Food & Beverage
Company 8
Food & Beverage
Company 9
Alcoholic Beverage
Company 10
Food & Beverage
Top 10 high intensity companies
Company 11
Food & Beverage
Company 12
Home Improvement
Company 13
Apparel and Footwear
Company 14
Other Services
Company 15
Foodservice
Company 16
Home Improvement
Company 17
Foodservice
Company 18
Home and Personal Care
Company 19
Home and Personal Care
Company 20
Other Services
Top 20 high intensity companies
Company 21
Specialty Retail
Company 22
General Retail
Company 23
Specialty Retail
Company 24
Grocery Retail
Company 25
Digital Consumer Platform
Company 26
Home and Personal Care
Company 27
Specialty Retail
Company 28
Digital Consumer Platform
Company 29
Consumer Healthcare
Company 30
Consumer Healthcare
Top 30 high intensity companies
Company 31
Consumer Healthcare
Company 32
Consumer Healthcare
Company 33
Consumer Healthcare
Company 34
Education
Company 35
Other Services
Company 36
Digital Consumer Platform
Company 37
Digital Consumer Platform
Company 38
Digital Consumer Platform
Company 39
Digital Consumer Platform
Company 40
Digital Consumer Platform
Company 41
Financial Services
Company 42
Consumer Healthcare
Company 43
Consumer Healthcare
Company 44
Consumer Healthcare
Company 45
Consumer Healthcare
Company 46
Digital Consumer Platform
Company 47
Digital Consumer Platform
Company 48
Digital Consumer Platform
Company 49
Digital Consumer Platform
Company 50
Digital Consumer Platform
Company 51
Education
Company 52
Education
Company 53
Education
Company 54
Financial Services
Company 55
Financial Services
Company 56
Food & Beverage
Company 57
Food & Beverage
Company 58
Food & Beverage
Company 59
Food & Beverage
Company 60
Foodservice
Company 61
Foodservice
Company 62
Home and Personal Care
Company 63
Home and Personal Care
Company 64
Other Services
Company 65
Other Services
Company 66
Specialty Retail
Company 67
Specialty Retail

Region

Direct and first-tier
Indirect Emission
Intensity (kg CO2e/
mn USD revenue)*

Temperature rating
score of company's
emission reduction
target**

Emission Reduction 		
Target Ambition Level		

Climate Engagement
in 2020?

Alignment to
Science-Based Target
Initiative (SBTi)

Local Country Policy
Ambition Level***

Engagement topics
include physical risk
and/or transition risk
Yes

Asia
Asia
EMEA
Asia
EMEA
Asia
Asia
Asia
Asia
EMEA

931.5
58.1
730.4
595.1
338.3
288.6
263.2
236.9
229.6
192.2

Level 3
Level 3
Level 3
Level 3
Level 2
Level 3
Level 0
Level 2
Level 1
Level 1

3.2		
3.2
Approved 1.5°C Target (group level)
3.2
Approved 1.5°C Target (group level)
3.2
Approved 1.5°C Target (group level)
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		

<4°C world
<2°C world
N/A
N/A
<4°C world
<2°C world
<4°C world
<4°C world
N/A
N/A

Asia
Asia
Asia
Latin America
Asia
Asia
Asia
Asia
Asia
EMEA

174.3
147.7
136.8
130.2
125.2
124.3
120.4
101.8
92.2
89.2

Level 1
Level 1
Level 2
Level 3
Level 2
Level 2
Level 1
Level 2
Level 3
Level 2

3.2		
3.2		
3.2		
1.5
Approved
3.2		
3.2		
3.2		
3.2		
2.6
Committed
1.5		

<2°C world
<2°C world
<2°C world
<4°C world
<2°C world
<2°C world
<2°C world
<2°C world
<2°C world
<3°C world

EMEA
Asia
Latin America
Asia
Asia
Asia
EMEA
Asia
EMEA
Asia

74.0
71.4
68.4
68.4
67.2
55.0
53.5
52.5
51.7
51.6

Level 1
Level 1
Level 1
Level 1
Level 1
Level 3
Level 3
Level 2
Level 0
Level 0

3.2		
3.2		
3.2		
3.2		
3.2
One subsidary is committed
3.5
Committed
3.2
In planning
3.2		
3.2		
3.2		

<4°C world
<2°C world
<3°C world
<2°C world
<4°C world
<2°C world
<4°C world
<4°C world
N/A
<2°C world

Latin America
Asia
Asia
Asia
EMEA
Asia
Latin America
EMEA
EMEA
Asia
Latin America
Latin America
Latin America
Asia
Asia
Latin America
Latin America
Asia
EMEA
Asia
Latin America
Asia
EMEA
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Latin America
EMEA
Asia
Asia

50.9
50.9
50.2
44.6
38.7
22.2
22.2
22.2
22.2
18.1
14.1
4.5
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Level 1
Level 0
Level 0
Level 0
Level 1
Level 1
Level 2
Level 0
Level 0
Level 0
Level 0
Level 0
Level 1
Level 0
Level 0
Level 1
Level 0
Level 1
Level 0
Level 0
Level 0
Level 0
Level 0
Level 1
Level 1
Level 3
Level 0
Level 0
Level 0
Level 0
Level 1
Level 1
Level 3
Level 2
Level 2
Level 1
Level 0

3.2		
3.2		
3.2		
3.2		
Well-below 2
Approved
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2		
3.2
Approved 1.5°C Target (group level)
3.2		
3.2		
3.2		
3.2		

<3°C world
<4°C world
<2°C world
<2°C world
<4°C world
4+°C world
4+°C world
<4°C world
<3°C world
<3°C world
<3°C world
<2°C world
<4°C world
<4°C world
<3°C world
<4°C world
N/A
<2°C world
<3°C world
<4°C world
N/A
N/A
<2°C world
N/A
<4°C world
<4°C world
N/A
<4°C world
<4°C world
<2°C world
N/A
<4°C world
N/A
<2°C world
N/A
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Yes

Yes

Yes

Yes

To be engaged

Yes
Yes
Yes
Yes

To be engaged

Yes

Yes
Yes
Yes
Yes
To be engaged
Yes
Yes
To be engaged

Yes

Yes
Yes
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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 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. 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.

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.

Arisaig Partners is a signatory of:

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.

Arisaig Partners has been a member of the United Nations-led working group the Principles of Responsible
Investment (PRI) since 2010. 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 and
engagement initiatives. In our 2020 PRI Assessment Report we received a score of A+, (Strategy & Governance),
A+ (Listed Equity - Incorporation) and A+ (Listed Equity – Active Ownership).

Singapore: The Arisaig Fund sare 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 Fundsmay 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.
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Our Offices
Singapore

United Kingdom

India

Arisaig Partners (Asia) Pte Ltd
6 Lorong Telok, #02-01
Singapore 049019

Arisaig Partners Research Services (UK) Ltd
8-10 Headfort Place
London SW1X 7DH

Tel +65 6532 3378

Tel +44 20 3927 4156

Arisaig Partners (India) Private Ltd
"One BKC” 510, 5th Floor, C Wing Plot
No. C-66, Bandra Kurla Complex Bandra
(East), Mumbai-400051
Tel +91 22 6864 3500

investorrelations@arisaig.com
www.arisaig.com

