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Letter to investors
Dear investors
Welcome to Arisaig Partners’ 11th annual ESG & Constructive Ownership Report. We are pleased to share with you the progress we have made through our
ESG research and constructive ownership efforts this year.
2021 has been called ‘the year of ESG investing’, with USD 650 billion flowing into ESG-focused funds1. Estimates of total assets managed responsibly
vary from 10%1 to as much as one third2 of all assets under management globally. This surge in popularity has been (rightly) accompanied by heightened
scrutiny, with prominent criticism of issues ranging from the fallacies of ESG ratings to the lack of real-world impact of funds that have simply been
rebranded in the last year as ‘green’.
While ESG is not new to Arisaig (we have incorporated governance considerations into our investment analysis since 1996 and social and environmental
considerations since 2010), we have decided to introduce a new format for our ESG & Constructive Ownership Report this year. We have also provided
Fund-specific detailed supplementary data, which are available to investors of the respective Fund. The intention is to report using a more data-driven
approach, with greater focus on quantitative measures of the outcomes we have achieved or influenced. We believe this will help to better inform our
investors, as well as our other stakeholders, how we are performing.
Thank you for taking the time to read our ESG & Constructive Ownership Report. Continuous learning is one of our key tenets at Arisaig, so we would be
delighted to receive any feedback you may have.
With best wishes,
Arisaig Partners

1: Reuters, How 2021 became the year of ESG investing. 24 December 2021. Accessed: https://www.reuters.com/markets/us/how-2021-became-year-esg-investing-2021-12-23/
2: Bloomberg, ESG by the numbers: Sustainable investing set records in 2021 . 3 February 2022. Accessed: https://www.bloombergquint.com/onweb/esg-by-the-numbers-sustainable-investing-set-records-in-2021
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Our mission is to prove that Purposeful Growth generates superior
investment returns in emerging markets
Arisaig Partners’ Investment Philosophy is based around the core belief that the practice of ‘Purposeful Growth’ delivers superior operating
performance for our holdings and supports long-duration compound earnings growth. We make long-term investments in a concentrated number of
exceptional businesses which grow with purpose by taking a multi-stakeholder view of the world. This means they are motivated not by short-term
profitability but rather the value they create for customers, employees, communities, the environment, and ultimately shareholders .

Our approach to ESG is based on two mutually enforcing pillars: 360° Perspective and Constructive Ownership.

360° Perspective
An understanding of how a company
manages environmental, social and
governance (ESG) issues that are
material to its stakeholders is
fundamental to assessing whether it
meets our criteria for ‘Purposeful
Growth’.

Constructive ownership
Our concentrated buy and hold approach
allows us to be ‘constructive owners’. By
this we mean:

360°
PERSPECTIVE

ESG research and assessment are
therefore integral the 360°
perspective we consider when we
invest.
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(i) build trusted relationships with our
holdings;
(ii) use these relationships to actively
engage companies to make
meaningful positive changes to their
ESG practices; and
(iii) reap the superior shareholder
returns that we believe such change
brings about in the long-term.
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ESG performance highlights
ESG

Climate change
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Portfolio companies by Transition Pathway Initiative (TPI) Level

Distribution of proprietary ESG scores (as of 31 December 2021)
Sustainability Risk Management (SRM)

29%

100%

<60% 60 - 69% 70 - 79% 80 - 89%

90 100%

Level 0

Level 1

Source: Arisaig Partners; MSCI Women on Boards Interactive Dashboard; S&P Trucost Limited © Trucost 2021
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Constructive ownership highlights
Engagement

Proxy voting

101

68%

Interactions (44%
increase vs 2020)

of assets under
management
engaged1

45%
of engagements where
meaningful progress
was observed

704
resolutions instructed
(0 missed)

Interactions by issue in 2021
Capital allocation and risk
management
6%

Other
7%

ESG strategy,
governance & reporting
23%

Environmental footprint
6%
Gender diversity
7%
Board and executive
oversight
10%
Business strategy
11%

Climate change
18%

Data security and privacy
12%

14%

14%

voted differently to
proxy advisor
recommendation

voted against or
abstained from voting

Votes cast by topic in 2021
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

95%

89%
76%

17%

4%

1%

Routine
business
(n=270)

0%

Directors related
(n=279)
For

75%

14%

11%

7%

88%

83%

Capital
allocation
(n=82)
Against

3%

17%
8%

Remuneration Reorganisations Related party
(n=35)
& mergers
transactions
(n=26)
(n=12)
Abstain/Withhold

Note 1: We define ‘engagement’ as purpose-driven communication with our holdings with a deliberate objective to influence corporate behaviours or practices. It is distinct from dialogue as part of the normal course investment
analysis and monitoring.
Source: Arisaig Partners, ISS ProxyExchange
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Arisaig ESG scorecard 2021
How are our investments performing with respect to material ESG issues?

Target

As of Dec 2020

As of Dec 2021

Arisaig Sustainability Risk Management (SRM) Rating (average)

-1

4.0 (C rating)

3.9 (C rating)

Arisaig Corporate Governance (CG) Score (average)

-1

74%

73%

> 2.0 by 2023

1.17

1.21

1.6% reduction by Dec 2020
3.2% reduction by Dec 2021

30% reduction vs.
2019 baseline

29% reduction vs.
2019 baseline2

Climate change management capacity: Transition Pathway Initiative (TPI) Level
Reduction in financed emissions relative to 2019 baseline

How are we actively stewarding the portfolio?
Target

2020

2021

-

70

101

Percentage of assets under management engaged during the year3

> 60%

65%

68%

Percentage of holdings engaged during the year3

> 60%

65%

65%

Vote on all resolutions

703 (6% missed)

704 (0% missed)

-

85%

86%

10%

Not measured

7.4%

Number of interactions with holdings recorded during the year

Proxy voting resolutions instructed / % missed
Percentage votes with management (of resolutions instructed)
Time spent by analysts on ESG and constructive ownership (% of available hours)

Note 1: By engaging actively on material ESG issues, we hope to see a portfolio company’s SRM and CG scores improve gradually over time. However we do not have a target average SRM/CG score across all holdings.
Note 2: Financed emissions increased slightly between 2020 and 2021, however we have still exceeded our target. See section 2 for more information on our progress on Net Zero.
Note 3: We define ‘engagement’ as purpose-driven communication with our holdings with a deliberate objective to influence corporate behaviours or practices. It is distinct from dialogue as part of the normal course investment analysis and monitoring.
Source: S&P Trucost Limited © Trucost 2021, Arisaig Partners analysis
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We use two proprietary assessments to measure and track the
ESG performance of our holdings
Average SRM and CG scores 2020 vs 2021
Given the paucity of bulk reliable ESG data sets for emerging market companies (see
following page), we rely primarily on our own proprietary research to assess how well
our holdings are managing the ESG issues that are material to their stakeholders.
Over the last two decades, we have developed two tools for this, the Sustainability
Risk Management (SRM) assessment and Corporate Governance (CG) checklist.
More information on these tools can be found in our ESG & Constructive Ownership
Approach (available at: https://arisaig.com/about-us/responsibility/ ).
We update the SRM and CG assessments for all our holdings each year. Across our
holdings, the average SRM and CG scores for 2021 are marginally lower than in
2020. The slight decrease is primarily due to methodology change (incorporation of
TPI scores in the SRM rating) rather than deterioration of ESG performance of our
existing holdings.

Among our holdings, noteworthy improvements in ESG observed during 2021
include:
• Six companies published a sustainability report for the first time, including two
Chinese companies and three of our largest positions.
• Eight of the 20 companies we engaged that were at Transition Pathway Initiative
(TPI) Level 0 in terms of climate change management capacity progressed to TPI
Level 1 after our engagement (see Thematic Updates for more information).

2020

2021

SRM score (out of 9)

4.0

3.9

CG score

74%

73%

Distribution of SRM Ratings
(as of 31 December 2021)

Distribution of CG Scores
(as of 31 December 2021)
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Source: Arisaig Partners
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Our proprietary ESG assessments provide insight that third party
data providers are unable to offer

We believe this effort is justified, not least because the alternative is to rely on third
party ESG ratings, which can be inaccurate, incomplete, and inconsistent. In 2021,
we reviewed the ESG offerings of three major data providers. The provider with the
best coverage still only had ESG ratings for 64% of our holdings. These ratings are
plotted against our proprietary SRM scores in the chart to the right. While there is
some consistency in the scores, there are significant proportion of companies that we
rate more highly than the data provider.
We believe this is because the ratings systems of the major data providers are
designed to favour Western-style reporting protocols and large companies with
dedicated, well-endowed reporting teams. Such systems are unable to fairly
represent the efforts of emerging market companies with nascent reporting practices.

ESG scores: Arisaig vs third party data provider
8
7
6

Arisaig SRM score

Our proprietary ESG assessments are resource-intensive to conduct. We scour
published data from the company itself, namely annual reports, earnings releases,
investor presentations, and CSR/sustainability reports. In certain cases, we will
approach the company directly for more information if we cannot find the information
we require. This is very much a manual process: ESG assessment for a single company
can take two or three days for an analyst to complete.
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Third party ESG score

While we do use carefully selected third party data to supplement our research (e.g.,
for GHG emissions when the company does not yet report), we will continue to
primarily rely on our own ESG research for the foreseeable future.

Source: Arisaig Partners, third-party data provider
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We engaged with 65% of our holdings during the year
We saw a 44% increase in the number of interactions with companies in 2021
compared to 2020. At the same time, the number of companies we engaged with
decreased, suggesting deeper levels of interaction with those that we did engage.
We were pleased to be able to continue to achieve high levels of engagement,
despite continued covid-19 related restrictions on travel, by making use of video
conferencing.
Nearly a quarter of our interactions related to pushing holdings to improve their ESG
strategy, governance structure and/or disclosures. Related to this was a focus on
climate change management, as part of our target for all holdings to reach TPI Level 2
or above by 2023. Another engagement theme was data security and privacy,
following detailed research we conducted on the topic at the end of 2020.
See section 3 for case studies.

Engagement statistics for 2021
Metric

2020

2021

Number of interactions

70

101

Number of holdings engaged

44

37

65%

65%

Percentage coverage of holdings

Interactions by issue in 2021
Capital allocation
and risk
management
6%

Other
7%

ESG strategy,
governance &
reporting
23%

Environmental
footprint
6%

Gender diversity
7%

Board and
executive
oversight
10%

Business strategy
11%

Source: Arisaig Partners
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Climate change
18%

Data security and
privacy
12%
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We made meaningful progress on 62 engagements during the year
Our concentrated buy-and-hold approach gives us sufficient time and resources to:
(i) build trusted relationships with our holdings;
(ii) use these relationships to actively engage companies to make meaningful positive
changes to their ESG practices; and
(iii) reap the superior shareholder returns that we believe such change brings about in
the long-term.
We therefore place great emphasis on engaging with our holdings. However, generating
meaningful change through engagement is often a multi-year process1. We track progress
of our engagements using a system of six milestones (see our ESG & Constructive
Ownership Approach available at https://arisaig.com/about-us/responsibility/ ).
Engagements commenced pre-2021: We had 68 ongoing engagements as of 1 January
2021 across our holdings. During 2021, we had further interactions (e.g., meetings,
written correspondence) on 20 of these during 2021; on 11 of these engagements, we
made significant progress i.e., we were able to progress the engagement to the next
milestone during the year.
Engagements initiated in 2021: We initiated 70 new engagements during 2021. Of the new
engagements, we completed 19 of them, and made progress (i.e., moved beyond the initial
milestone of ‘engagement initiated’) on a further 32 of the new engagements during the
year.
As of 31 December 2021, in total we have 115 live engagements. During 2022, we will look
to improve our effectiveness by shelving lower priority engagements to allow more focus
on higher priority ones.

Engagements by milestone for live engagements
as of 31 Dec 2021 (information exchange, n=29)

Engagement
Acknowledged
41%
Engagement
Initiated
59%

Engagements by milestone for live engagements
as of 31 Dec 2021 (behavioural change, n=86)
Commitment
to Change
7%

Change In
Progress
4%

Engagement
Initiated
30%

Meaningful
Dialogue
50%

Note 1: 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).
Source: Arisaig
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We voted contrary to management on 14% of proxy voting
resolutions
During 2021, we voted on 704 resolutions at 88 general meetings. We voted with management on
86% of the proposals. There was only one resolution proposed by shareholders (which we
supported).

Votes cast in 2021
Votes against
6%

This year, we implemented a new system for proxy voting. We now use ProxyExchange, the proxy
voting platform provided by Institutional Shareholder Services (ISS). An important element that
has not changed with the systems update is that our investment team maintains sovereignty over
our voting decisions. To inform these decisions, covering analysts – who know holdings under
their coverage extremely well - conduct their own research into resolutions. The ISS
recommendations we now have access to are only one of various inputs into this research. This
decision-making sovereignty is evidenced by the fact that we voted differently to ISS’s
recommendations for 14% of resolutions.

Votes
abstained/withheld
8%

Proxy voting statistics for 2021
Number of general meetings

88

Number of resolutions instructed

704

Votes missed

0

Votes different to ISS recommendations
Number of shareholder proposals available to
vote on

14%

Votes for
86%

1

Source: ISS ProxyExchange, Arisaig Partners
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We disagreed with management more frequently on director
nominations and related party transactions
While on average we voted with management on 86% of resolutions, this
figure was as low as 75% in relation to related party transactions and
76% on director-related proposals.
Where we do not vote with management, we aim to engage. In 2021,
there were 12 such engagements triggered through proxy voting. They
related to the following topics:

Votes cast by topic in 2021
100%

95%

89%

90%

88%

83%

76%

80%

75%

70%

• Executive compensation (2 engagements)

60%

• Independence of the board (5 engagements)

50%

• Diversity of the board (3 engagements)
• Capital allocation (1 engagement)
• Audit/accounting (1 engagement)

40%
30%
17%

20%
10%

4%

7%
1%

17%

14%

11%
0%

3%

4%

8%

8%

0%
Routine
business
(n=270)

Directors related
(n=279)
For

Capital
allocation
(n=82)
Against

Source: ISS ProxyExchange, Arisaig Partners
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Remuneration Reorganisations Related party
(n=35)
& mergers
transactions
(n=26_
(n=12)
Abstain/Withhold
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Updates to systems and processes
In addition to our regular annual updates to our policies and tools, we made the following significant updates during 2021:
• B Corp certification: Arisaig Partners became a Certified B
Corporation® in 2021. This is a legally-binding commitment to consider
the interests of all stakeholders in everything we do. Among other
things, we amended our Articles of Association to make our Directors
accountable for this.
• Proxy voting: In April 2021, we onboarded ISS for the administration of
voting. ISS receives on our behalf all proxy information sent by
custodians that hold securities on behalf of our clients and funds. ISS
also provides vote execution, recordkeeping and reporting support
services. The benefits of this include improved efficiency, greater
access to relevant data for decision-making, and increased reporting
capability.
• Climate change tools: Integration of Transition Pathway Initiative (TPI)
assessment into our in-house SRM assessment. This ensures that
climate change management capacity of potential investments are
assessed by our research analysts as part of our due diligence process
and updated annually thereafter.

• Impact data: In 2021, we engaged our first impact data provider, the Upright
Project. The Upright Project has developed a model that uses artificial
intelligence (AI) and machine learning to quantitatively assess 12,000+ types
of products and services in terms of their positive and negative contributions
to 19 types of impact. The model relies on causal links established in academic
research. It assigns impact to companies, based on what types of products
and services they generate. We believe Upright is useful because it provides
independent perspective on companies’ impact using a top-down, AI-driven
approach that complements Arisaig’s bottom-up approach to research.
• Impact training: As part of our efforts to integrate impact-related analysis into
our research processes in addition to traditional ESG risk assessment, our
Research Director (Impact & Engagement) trained our entire research team on
the fundamentals of impact assessment and management. She led a series of
interactive training sessions on impact frameworks, impact measurement, and
on applying our proprietary impact scoring system.

This presentation is intended for Professional Investors only and must not be circulated onwards without the consent of Arisaig Partners
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Policy and advocacy
We regularly participate in relevant industry activities to promote the adoption of
responsible investing. In 2021, such activities included:
•
We submitted views in response to three consultations relating to ESG from the
Singapore Stock Exchange (SGX):
− ESG data metrics and portal initiative
− Introduction of a common set of core ESG metrics
− Climate-related disclosures and board diversity.
•
In June 2021, we signed the The Investor Agenda’s Global Investor Statement to
Governments on the Climate Crisis, which called for urgent action by governments
to act on climate change.
•
In October 2021, we became founders of the B Corp Finance Coalition UK. The
Coalition consists of 11 financial services companies in the UK who are certified B
Corporations. The Coalition launched a campaign advocating for financial firms to
change their constitutional documents to align with broader stakeholder needs,
which would unlock the systemic change needed to tackle climate change.
•
In November 2021, our Net Zero targets were published in the Net Zero Asset
Managers Progress Report.

We become founders of the B Corp Finance Coalition UK

Above: Rebecca Lewis, our Co-CEO, speaking at the campaign launch event in
Glasgow during COP-26

In addition, we officially support the following organisations and agreements, which advocate on issues on our behalf and provide us with guidance and support on
ESG and impact-related issues.
•
•
•
•

UNPRI (since 2010)
Carbon Disclosure Project (since 2017)
Asia Corporate Governance Association (ACGA) (since 2019)
The International Investors Group on Climate Change (since 2019)

•
•
•
•

Net Zero Asset Managers (NZAM) initiative (founding members, since 2020)
Global Impact Investing Network (since 2020)
Taskforce for Climate Related Disclosures (since 2021)
B Corp Finance Coalition UK (founding members, since 2021)

Source: Arisaig Partners
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As founding members of the Net Zero Asset Managers Initiative,
we updated our Net Zero Commitment
Arisaig Partners Net Zero Commitment targets (selected)
We have no doubt that action on climate change is imperative. As one of 30
inaugural members of the Net Zero Asset Managers (NZAM) initiative, we published
our updated Net Zero Commitment in December 2021 in the NZAM Progress Report.
We were one of only eleven members of NZAM that has committed 100% of assets
under management to net zero.
Our Commitment uses the Net Zero Investment Framework (self-decarbonisation
approach). It includes several near-term targets up to 2030, which relate to three
types of metrics:
• Financed emissions (Scope 1 and 2), as calculated using the PCAF methodology;
• Climate change management capacity of our holdings, as measured by the
Transition Pathway Initiative’s Climate Risk Management Quality Score; and
• Percentage of assets in the portfolio aligned or aligning to net zero, as per Net
Zero Investment Framework definitions of a ‘net zero asset’.
Working out how to implement net zero in a way that makes sense for our emerging
market portfolios has required considerable thought and research. We believe we
are one of few, or even the only, of the 42 asset managers included in the NZAM
Progress Report that exclusively invests in emerging markets. See our article,
Implementing Net Zero in emerging market public equities, in which we share a few
of the challenges faced and the solutions adopted during our target setting
endeavours.

2023

2025

•

100% of portfolio companies to reach at least TPI
Level 2

•

Reduce financed emissions (Scope 1 and 2) by
1.6% per annum until 2025, relative to 2019
baseline
At least 20% of AUM of all portfolios aligned or
aligning to net zero

•
2030

•
•

2050

•

Reduce financed emissions (Scope 1 and 2) by
6.1% per annum between 2025 and 2030, relative
to 2019 baseline
At least 38% of AUM of all portfolios aligned or
aligning to net zero

100% of AUM of all portfolio aligned or aligning to
net zero

Source: Arisaig Partners
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Tracking Progress of Net Zero Commitment
2019
% of portfolio companies
reaching TPI Level 2
% of firm-level
normalised financed
emissions (Scope 1 & 2)
compared to baseline
year

% of AUM aligned or
aligning to net zero

2020

2021

2023

13%

23%

100%

2025

2030

2050

Off track

100%

70%

71%

91%

0%

3%

4%

20%

66%
On track

38%

100%
In progress

Achieved

Targets

Source: Arisaig Partners
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We are progressing well on our financed emissions target
Net Zero Target: Reduce portfolio emissions by 1.6% p.a. until 2025 from a 2019 baseline

Across the firm's portfolios, we reduced Scope 1 and 2 financed emissions by
10% in 2021 compared to baseline year, placing us well ahead of target.

Firm-level Financed Emissions (normalised) vs. Net Zero Pathway

Portfolio emissions in 2021 are calculated based on our holdings’ latest reported
data for 2020 due to delays from different reporting cycles. Therefore the
emissions increase is caused by portfolio re-weighting rather than asset-level
differences.
No new companies added have a high emission intensity. The primary reason for
the slight increase is that we increased portfolio weighting in a few relatively
higher emitters. However, we are comfortable with this due to prior positive
engagement experience. It is worth nothing that our investment decisions are
not made with an intention to meet a portfolio emissions target. Instead, we
would like to support like-minded companies to achieve transition during our
holding.
Lastly, we are aware that data gaps still exist, despite of the industry’s
significant improvement. As of today, 58% of AUM (ex-cash) are calculated
based on estimates rather than data reported by the company.

Note 1: Companies’ 2021 carbon reporting is usually released in later half of 2022. The firm-level emissions is calculated based on data available as of today.
Source: : S&P Trucost Limited © Trucost 2021, Arisaig Partners
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We still have significant work to do to meet our climate change
management capacity target
Target: By 2023, 100% of portfolio companies to reach Level 2 or above according to the Transition Pathway Initiative (TPI)

Number of portfolio companies at each TPI Level 0 to 4
At the start of 2021, only seven of our current 53 holdings were at TPI Level 2 and
above. This increased to 11 the end of 2021. While this represents a 57% increase,
79% of our holdings are still at Level 0 or 1.
We had some success in companies progressing from Level 0 to Level 1. At the start
of 2021, 21 of the 66 holdings were at TPI Level 0. We engaged with 20 of these. As of
October 2021, 8 had progressed to TPI Level 1.
In 2022, we will launch a new round of climate engagements with all companies at
TPI Level 0 and 1.

35
30
25
20
15
10
5
0

29
24

20
13

6

8

1
Level 0

TPI Level

Definition

Level 0

Unaware of (or not acknowledging) climate change as a
business issue

Level 1

Acknowledging climate change as a business issue

Level 2

Building capacity

Level 3

Integrating into operational decision-making

Level 4

Strategic assessment

Level 1

Source: Arisaig Partners, based on company disclosures (e.g. annual and sustainability reports)
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2020

2021

3

Level 3

0

0

Level 4
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Spotlight on: Gender diversity
We believe that companies with more diverse decision-makers and workforces will
perform better in the long-term. There is an increasing body of empirical evidence to
support this. For example, data collected by the International Labour Organisation
shows that 57.4% of companies agree that initiatives to promote gender equality had
helped enhance their business outcomes. These initiatives have a positive impact
across multiple stakeholders:
•
•
•
•
•

% women in the board (average)1
17%

17%
14.50%
12%
10%

Shareholders – 60.2% of companies reported better profitability and productivity
Employees – 56.8% reported increased ability to attract and retain talent
Management – 54.4% reported greater creativity, innovation, and openness
Customers – 36.5% reported enhanced capability to gauge customer demands
Society – 54.1% said enterprise reputation had been enhanced

Board gender diversity is the most widely reported diversity category. It is difficult to
assess whether objectively our companies are doing ‘well’ on gender diversity
relative to the market given the wide range of industries and geographies covered.
Based on the markets most represented in the portfolio and compared to the MSCI
Emerging Markets index, our holdings seem to match or be slightly above the
average female representation at Board level. However, this is still significantly
below the 30% threshold that is believed to provide critical mass from which point
minority groups can impact boardroom dynamics.

Arisaig
holdings

India

China

Brazil

MSCI EM

On average, women make up 17% of the board
for companies we hold

Gender equality is one of our priority engagement topics for 2022 (see Priorities for
2022 section).
Note: 1. Comparators are for the markets most represented our portfolio. These figures represent the most recent data we could identify for averages for all (listed) companies in the market.
Sources: ILO: A quantum leap for gender equality; company annual reports; BoardEx 2020 Global Gender Diversity Analysis ; World Bank Databank; Catalyst.org; IFC; MSCI Women on Boards Interactive Dashboard; Arisaig
Partners
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Spotlight on: Data protection

BitSight Rating Method

Data protection is an increasingly important and sensitive topic. In December 2020,
we conducted detailed research on the topic so that we could better understand the
risks and opportunities for our holdings. Outcomes of this project included creating a
12-point questionnaire that builds on the work of a UN PRI working group, which is
designed to help us assess the adequacy of a company’s data protection measures
relative to global best practice.
We sent this questionnaire to about a dozen of our holdings for which we believe data
protection to be a material risk. About half of these responded. Companies scoring
relatively poorly on the questionnaire we engaged further to identify areas of
improvement.
Based on this experience, we established that data protection was unusual compared
to other ESG topics in that:
(1) Companies seem to be more sensitive about sharing details about their policies
and practices; and
(2) Even when a company is willing to share, only a limited amount of comfort can be
drawn from the self-reported information.
We therefore decided that we needed external support on this issue. We identified and
trialed several cyber security risk assessment tools during 2021, with Bitsight coming
out on top. BitSight has an independent and unintrusive way to evaluate companies’
data security level from 23 risk vectors based on billions of data points gathered from
online events. We have already used Bitsight’s data to engage one of our holdings and
received highly positive feedback on the usefulness.
Source: Arisaig Partners, Bitsight
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Engaging a Chinese ecommerce giant on ESG governance and
climate change
Context
This is one of China’s largest companies, with hundreds of millions of people
transacting on its ecommerce platform daily, and one of the largest positions we
have in our portfolios. Prior to 2021, the company published limited information
on its non-financial performance, which had a limiting factor on our conviction in
the business.
Objectives
To improve our conviction in the company, we wanted to see significant
behaviour change, including the following:
• Establishment of a robust ESG governance structure, ideally with
Board-level supervision
• Improved climate change management capacity; and
• Enhanced regular public ESG reporting and disclosure.
Engagement
We reached out to the company in late 2020 to request a discussion on ESG. We
were somewhat surprised to receive a timely response, as previous attempts at
engagement had been unsuccessful. While we were not immediately granted an
audience, we were asked to complete a stakeholder materiality survey.
Following submission of the survey, we were one of only a few investors selected
to have a call with the company and its ESG consultant to provide further views
on the company’s sustainability strategy. This was a one-hour call in January
2021, in which we presented our views on why the company should be actively
managing (and reporting on) material ESG issues such as circular economy,
climate change, diversity & inclusion, data security & privacy and ESG
governance.

Outcome
The company published its first ESG report in Q2 2021. While there were areas for
improvement (we provided direct feedback on these), it represents a significant
improvement in terms of strategy and disclosure.

ESG improvements made in 2021
TPI Level 1 to TPI Level 2
SRM score increased by c. 60%, resulting in a ‘C’ rating
ESG governance structure, including Board-level committee, established
First sustainability report published

In a follow-up call with the CFO office, the company expressed appreciation for our
views and insights.
Next steps
We believe that there is significant momentum behind ESG at this company. For
example, we see the fact that the company has repeated the stakeholder materiality
exercise this year is a good sign. We will continue to engage the company regularly
to provide feedback and encourage accelerated progress on what we view to be the
most material issues.

Source: Arisaig Partners

This presentation is intended for Professional Investors only and must not be circulated onwards without the consent of Arisaig Partners

26

Improving ESG governance and reporting of a Vietnamese retailer
Context
As one of Vietnam’s largest retailers, this company provides essential goods to
millions of customers daily. While we saw evidence of purposeful growth in its
focus on value creation for customers and employees, we believed a more
structured and transparent ESG strategy could help the company to better
identify risks and opportunities over the long run.
Having already successfully engaged management with regards to expanding its
omni-channel strategy, we were hopeful that the company would open to our
comments on ESG.
Objectives
Our engagement objectives were to encourage the company to:
• Integrate ESG considerations within its core business strategy
• Enhance public ESG reporting and disclosure.
Engagement
We undertook an intense period of engagement between May and July 2021. A
few rounds of emails and conversations with the IR team allowed us to identify
early on that one of the key barriers to achieving our intended outcomes was lack
of sufficient support from the Board. This was a result of their misperception of
ESG as a 'feel good' factor and lack of understanding of the business case behind
it. We therefore focused our following efforts directly at the company’s
Chairperson.
We wrote a detailed letter setting out what ‘ESG’ means to us as investors, and
why we think the company should care, and requested a meeting to discuss. We
specifically tied the concept of ESG to the company’s existing 2030 Strategy and
demonstrated how relevant ESG elements could strengthen its growth.

Outcome
The highlight of our engagement was in a one-hour video conference with the Chair of
the company, during which he shared that he finally understood the relevance of ESG
for the company thanks to Arisaig. He also shared that he intended to appoint a senior
executive to lead on sustainability and the next step is to carry out an ESG materiality
assessment. We were also told that that the company intended to improve its internal
data systems to facilitate enhanced public disclosure on ESG in future.
Next steps
While the company is still early on the ESG ‘journey’, we believe the support of the
Chairperson lays a good foundation. We look forward to seeing an ESG strategy and
report, which may allow us to upgrade our internal Sustainability Risk Management
(SRM) rating of the company (currently still rated ‘D’ while we wait for solid evidence
of change).

Outcomes achieved to date
Senior executive
appointed to lead
on sustainability

ESG Materiality
Assessment to be
carried out this year

Source: Arisaig Partners
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Board gender diversity with a Brazilian education business
Outcome
Context
Over the next 12 months, the company announced the appointment – subject to
It is critical that Boards have a suitably diverse mix of talents and perspectives to
shareholder approval – of four new Board members. Two are women, bringing not only
perform its role effectively. Numerous studies have shown that a more gender
the much-needed diversity, but also a wealth of industry experience. We voted for the
diverse Board tends to outperform. Indeed, McKinsey found that companies
new appointments.
in the top quartile of Board gender diversity are 28% more likely than their
peers to outperform financially¹.
The outcome was an improvement in female representation (up to 22%) and
independence (up to 67%). We believe this significant improvement in corporate
This Brazilian education company, which only listed in 2018, had yet to fully
governance better establishes the company for sustainable growth over the coming
establish an optimal Board of Directors. As of December 2019, the Board had only
decades. We re-assessed the company on our internal Corporate Governance (CG)
six directors, none of whom were women. Female representation is particularly
assessment, which showed a 13% increase in the Board Oversight score and a 3%
important given the vast majority of teachers in Brazil (an important stakeholder
increase overall CG score (see below).
group for the company) are women.
Objectives
Corporate Governance score for company, 2020 vs 2021
Our engagement objectives were to encourage the company to:
Governance Area
2020
2021
• Add female representation to the Board; and
Shareholder Rights
80%
80%
• Create a majority independent Board.
Transparency & Related Parties
89%
90%
Engagement
Audit and Accounting
65%
70%
We raised this in a management meeting with the CEO at the beginning of March
Board Oversight
47%
60%
2020. In this meeting, we shared our perspectives on the importance of a high
calibre Board in driving strong internal governance practices, sound strategic
Executive Oversight & Incentivisation
57%
60%
advice and improved stakeholder perception. This was met with open ears, and
Total
67%
70%
we had a frank conversation around the various avenues the Board was
Next steps
considering.
The company has since introduced a third woman to its board, bringing female
representation to above 30%. Having been successful on this front, we will focus our
engagement efforts with this company to other material issues such as setting reporting on
educational outcomes.
Source: Arisaig Partners
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Capital allocation strategy for an Indian B2B online classifieds
platform
Context
This founder-led company has the ambition to transition from a pure classified
business to a more broad-based commerce platform. Given our substantial
ownership in the company, we were invited by management to help produce
ideas to evolve its business.
Objectives
Our engagement objectives were to encourage the company to implement a
reinvestment strategy that incorporated learnings from other global players.
Engagement
Our Mumbai research team spent a combined 100 hours over a month to prepare
a detailed report on learnings from global players in the B2B eCommerce space.
Our suggestions were focused on providing inspiration for a reinvestment strategy
that expands its offering in a way that further deepen the company’s competitive
advantages as well as expand its total addressable market.
We had three meetings with the co-founder over 2021 to share our views on the
report, as well as other issues such as board independence.

Outcome
We have already started seeing some positive signals from the company with small
ticket investments in complimentary SaaS platforms offering procurement solutions,
inventory and supply chain management.
Next steps
We believe that responsible and well aligned capital allocation is critical to our
investment thesis in the company, and we will continue to monitor and engage with
them on this topic.

Source: Arisaig Partners
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Thematic priorities for 2022
We plan to prioritise the following engagement1 themes in 2022:
• Climate change: With only a short period until the deadline of our first Net Zero
target (for all holdings to reach at least TPI Level 2 by 2023), our engagement
efforts in first half of 2022 will be focused on climate change. We will engage all
TPI Level 0 and Level 1 holdings at least once in 2022.
• Gender diversity: During Q1 2022, we will be completing a detailed research
project on how gender affects company performance and will be using this to
drive more gender engagements in 2022.
• Data protection: Equipped with information provided by Bitsight, we will engage
with our holdings that are deemed to be highest data protection risk.

• Responsible lending: Access to credit allows people and businesses to invest
and grow. However, it can be a double-edged sword. Irresponsible lending
can lead to over-indebtedness, a major risk for both clients and lenders. We
invest in several financial services companies that provide this essential
service to consumers and SMEs, largely because of the potential to generate
positive impact. We will undertake research this year to better understand
best practices for responsible lending and how to encourage our holdings to
adopt these.
In addition to the thematic engagements, we will also continue to follow-up on
the existing ongoing engagements with individual companies.

• Human rights: As investors, we have a responsibility to respect human rights. For
us, this means having a process to assess the extent to which our investments
may be connected to potential or actual negative outcomes on human rights.
Such outcomes represent a legal, reputational and financial risk to our holdings.
During 2022, we intend to update our policies and due diligence processes
relating to human rights risk assessment to incorporate emerging best practice for
investors.

Note 1: We define ‘active engagement’ as purpose-driven communication with our holdings with a deliberate objective to influence corporate behaviours or practices. It is distinct from dialogue as part of the normal course investment analysis and monitoring.
Source: Arisaig Partners
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ESG and constructive ownership targets for 2022
We have set the following quantitative targets relating to engagement activities and ESG performance of our portfolios for 2022. We will report on progress in our next ESG &
Constructive Ownership Report.

Targets for 2022
Topic

Metric

Target to achieve by 31 December 2022

Engagement

% of holdings actively engaged1 during the year

Proxy voting

% of eligible resolutions voted

100%

Engagement/ Net Zero

% of portfolio companies on TPI Level 0 and 1 engaged in the year

100%

Net Zero

Reduction in financed emissions (compared to 2021)

1.6%

Net Zero

% of holdings that are at TPI Level 2 or above

> 50%

ESG assessment

% of holdings for which proprietary ESG assessments are conducted/updated

100%

ESG engagement

% of time spent by analysts on ESG and engagement

Source: Arisaig Partners
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DISCLAIMER
For Professional Investors only. This material is being furnished for general informational
and/or marketing purposes only. The views expressed in this document are those of Arisaig
Partners and should not be considered as advice or a recommendation to buy, sell or hold a
particular investment. They reflect opinion and should not be taken as statements of fact, nor
should any reliance be placed on them when making investment decisions.
Fund values can rise as well as fall, and investor losses may equal or exceed original
investment. Past performance is not a guide to future returns.
The statements and views expressed herein are subject to change and may not express
current views. Such views (i) may be historic or forward-looking in nature, (ii) may reflect
significant assumptions and subjective judgments, and (iii) are subject to change without
notice. Arisaig Partners makes no representation or warranty, express or implied, regarding
future performance or events.
Certain assumptions have been made in the course of preparing this document. Arisaig
Partners 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 Partners 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 content of
this document is included as an example of the overall risk management process. Arisaig
Partners may change this process without notice to investors in any manner that it deems
appropriate.
Reproduction of any information, data or material, including ratings (“Content”) in any form is
prohibited except with the prior written permission of the relevant party. Such party, its
affiliates and suppliers (“Content Providers”) do not guarantee the accuracy, adequacy,
completeness, timeliness or availability of any Content and are not responsible for any errors
or omissions (negligent or otherwise), regardless of the cause, or for the results obtained

from the use of such Content. In no event shall Content Providers be liable for any
damages, costs, expenses, legal fees, or losses (including lost income or lost profit and
opportunity costs) in connection with any use of the Content. A reference to a particular
investment or security, a rating or any observation concerning an investment that is part of
the Content is not a recommendation to buy, sell or hold such investment or security, does
not address the suitability of an investment or security and should not be relied on as
investment advice. Credit ratings are statements of opinions and are not statements of
fact.
Emerging markets are generally more sensitive to economic and political conditions than
developed markets. Foreign and emerging markets investments may be more volatile and
less liquid than other investments and are subject to the risks of currency fluctuations and
adverse economic, social or political developments. Emerging markets exposure may
lead to a greater risk of loss because of volatile securities markets, adverse exchange rates
and social, political, military, regulatory, economic or environmental developments, or
natural disasters that may occur in those emerging markets. Other factors include greater
'Liquidity Risk', restrictions on investment or transfer of assets and failed/delayed delivery
of securities or payments to the Fund.
All information is sourced from Arisaig Partners and is current unless otherwise stated.
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.
Please contact us if you would like further information at investorrelations@arisaig.com.

This presentation is intended for Professional Investors only and must not be circulated onwards without the consent of Arisaig Partners

LICENSED FOR FUND MANAGEMENT BY
MONETARY AUTHORITY OF SINGAPORE
SINGAPORE
Arisaig Partners (Asia) Pte Ltd
6 Lorong Telok, #02-01
Singapore 049019
Tel +65 6532 3378

OTHER OFFICES
INDIA
Arisaig Partners (India) Private Ltd
'ONE BC' 510, 5th Floor, C Wing
Plot No. C-66, Bandra Kurla Complex
Bandra (East), Mumbai-400051
Tel +9122 6864 3500

UNITED KINGDOM
Arisaig Partners Research Services (UK) Ltd
8-10 Headfort Place
London SWIX 7DH
Tel +44 203 927 4156

investorrelations@arisaig.com

