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Letter to investors

Dear investors

Thank you for taking the time to read our 12th annual ESG & Constructive Ownership Report.

Over 2022, we were pleased with the notable improvements in ESG strategy, disclosure, and performance among our holdings, as measured using our 

proprietary corporate governance and E&S risk assessments. We like to think that our engagement efforts over the years have contributed to this. This year 

we continued to invest in engagement, reaching 82% of AUM. With respect to our net zero commitments, our progress in 2022 was mixed, despite investing 

significant engagement efforts this. While about 40% of our holdings improved with respect to climate change management capacity (as measured by the 

Transition Pathway Initiative framework), half of our holdings still do not report scope 1 and 2 emissions. Weighted average carbon intensity declined, but 

our financed emissions have increased. We are conscious that reaching net zero portfolio emissions will be a long journey, with some bumps inevitable 

along the way. The mixed progress last year provides motivation to work even harder at engaging our holdings on climate action this year. 

2023 marks the first year of periodic reporting required under the EU Sustainable Finance Disclosure Regulation (SFDR), with ESG regulation being also 

being discussed in US and UK. While it can be challenging to navigate the evolving requirements and standards, we welcome regulators’ efforts to 

standardize and improve ESG disclosures as we believe these will, in time, help to provide more clarity to asset owners and reduce greenwashing. There is 

still much to do and the debate around what it means to make ‘sustainable investments’ will no doubt rumble on. Rather than let this distract us, at Arisaig 

we are fortunate to have a clear purpose: to prove that the practice of Purposeful Growth delivers superior operating performance for our holdings and 

supports long-duration compound earnings growth. 

We hope you find this report informative. As always, we would be delighted to receive any feedback you may have.

With best wishes,

Arisaig Partners 
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Our mission is to prove that Purposeful Growth generates superior 

investment returns in emerging markets
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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 Purposeful Growth is based on two mutually enforcing pillars: 360° Research and Constructive Ownership.

360°
PERSPECTIVE 

2. Constructive Ownership

Our concentrated buy-and-hold approach 

allows us to be ‘constructive owners’. By 

this we mean: 

(i) Holding companies for the long-term, 

over which we build trusted 

relationships; 

(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. 

1. 360°Research

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’. 

ESG factors are therefore integral to 

the 360° research we conduct when 

we invest.
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Two Pillars of Purposeful Growth 



We have developed our two proprietary ESG assessments over two 

decades of emerging markets investing
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Our corporate governance checklist and sustainability assessments are core components of our due diligence for all potential investments. These 

assessments are then updated annually by covering analysts in order to track progress. In addition to ESG ratings, these tools highlight priority areas for 

engagement (i.e., where current performance is poor). More information on these tools can be found in our ESG & Constructive Ownership Approach 

(available at: https://arisaig.com/about-us/responsibility/ ).
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Corporate governance checklist

Corporate Governance (CG) checklist

• 70-item checklist covering most pertinent CG issues: Shareholder Rights, 
Transparency & Related Parties, Audit & Accounting, Board Oversight, and 
Executive Oversight & Compensation

• Each item weighted between 1 (desirable) and 3 (critical/red flag)

Outputs and integration

Arisaig expertise and 
experience

Industry guidance (e.g. 
from PRI)

Inputs

CG Score (out of 
100%)

Identification of 
‘red flag’ issues

Engagement priorities 
based on areas of poor 

performance

Sustainability Risk Management (SRM) assessment

• Identifies 5 to 10 material ESG issues based on sector 
• For each issue, we score companies from 0 to 3 in terms of Strategy & 

Policy, Disclosure, and Performance, with 3 referring to industry global 
best practice 

ESG standards
Arisaig expertise 
and experience

Industry research 

Inputs

Outputs and Integration

Score (out of 9.0) 
+ Rating (A to E)

updated annually

Metrics to track 
performance over 

time

Engagement priorities 
based on areas of poor 

performance

Sustainability assessment

Source: Arisaig Partners

https://arisaig.com/about-us/responsibility/
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ESG performance highlights
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Source: Arisaig Partners; S&P Trucost Limited © Trucost 2021

15%
increase in average 

proprietary E&S risk 

management score

100%
of holdings for which 

proprietary ESG 

scores were updated

Sustainability and corporate governance Climate change
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52%
of holdings engaged 

on climate change

40% 
of holdings progressed 

by at least one TPI 

Level

100%
of assets under 

management committed 

to net zero by 2050

Distribution of proprietary ESG scores (as of 31 December)

Sustainability Risk Management (SRM) Corporate Governance (CG)

<60% 60 - 69% 70 - 79% 80 - 89%90 - 100%E D C B A
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Constructive ownership highlights
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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

Proxy votingEngagement

82%
of assets under 

management 

engaged

c.1,500 
hours spent by our 

investment team on 

ESG and engagement

88
engagement 

interactions1

Interactions by issue in 2022

13%
voted against or 

abstained from voting

12% 
voted differently to 

proxy advisor 

recommendation

100%
of votes instructed 

(580 resolutions)

Votes cast by topic in 2022

Climate change

40%

Transparency and 

reporting

13%

Board and 

executive oversight

8%

Strategy

7%

Governance

7%

Gender diversity

5%

Supply chain 

management

4%

Data security and 

privacy

3%

Responsible 

lending

2%

Other

11%
86%

93%

67%

91% 89%
83%

89%

7%
1%

23%

7%
0% 0%

7%7%
2%

10%

0%

11%
17%
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Directors
related
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Compensation
(n=60)

Capitalisation
(n=53)

Company
articles (n=44)
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(n=12)

Other
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Progress against targets
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Source: Arisaig Partners

At the start of 2022, we set several ambitious ESG and engagement targets. We are proud to have met or exceeded on four out of seven targets. The three targets that were 

missed relate to our Net Zero commitments. While we invested significant engagement effort towards Net Zero during 2022 (see section 2 for more information), the actual 

outcomes in terms of improved management capacity, reduction in emissions and company alignment to net zero may take a few years to realise. We will continue to pursue 

these goals in 2023. 

Topic Metric Target set Achieved as of 31 Dec Target met?

Engagement % of holdings by AUM actively engaged during 

the year

At least 60% 82% ✓

Proxy voting % of eligible resolutions voted 100% 100% ✓

Engagement/ Net Zero % of portfolio companies on TPI Level 0 and 1 

engaged in the year

100% 93% No, although 26 companies (more 

than 50% of holdings) were engaged 

on climate change

Net Zero Financed emissions compared to 2021 - 1.6% vs 2021 +8% vs 2021 No. Further details can be found in 

section 2.

Net Zero % of holdings that are at TPI Level 2 or above > 50% 42% No. Significant improvement from 

21% to 42% but target missed. 

ESG assessment % of holdings for which proprietary ESG 

assessments are conducted/updated

100% 100% ✓

ESG engagement % of time spent by analysts on ESG and 

engagement

c. 10% of available hours 10.2% ✓
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Review of 2022

Section 1
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Arisaig ESG scorecard 2022
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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: 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 2023, Arisaig Partners analysis

How are our investments performing with respect to material ESG issues?

Target As of Dec 2021 As of Dec 2022

Arisaig Sustainability Risk Management (SRM) Rating (average) N/A 1 3.9 (C rating) 4.5 (C rating)

Arisaig Corporate Governance (CG) Score (average) N/A 1 73% 77%

Climate change management capacity: Transition Pathway Initiative (TPI) Level > 2.0 by Dec 2023 1.21 1.42

Reduction in financed emissions relative to 2019 baseline
9.6% reduction 

by Dec 2025

6% reduction vs. 

2019 baseline

1% increase vs. 

2019 baseline2

How are we actively stewarding the portfolio?

Target 2021 2022

Number of interactions with holdings recorded during the year N/A 101 88

Percentage of assets under management engaged during the year3 > 60% 68% 82%

Percentage of votes instructed 100% 100% 100%

Percentage votes with management N/A 85% 88%

Time spent by analysts on ESG and constructive ownership (% of available hours) 10% 7.4% 10.2%
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We use two proprietary assessments to measure and track the 

ESG performance of our holdings 

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.

We update the SRM and CG assessments for all our holdings each year. Across our 

holdings, the 2022 average SRM and CG scores are 15% and 4% higher, respectively, 

than last year. This reflects continued improvements in ESG strategy, disclosure and 

performance of our holdings: 

• Over a quarter of our holdings improved their SRM score by at least 25%. We 

discuss examples of these in Section 3 Case Studies. 

• The distribution of SRM ratings was heavily skewed towards C and D ratings in 

2021, whereas it is now more balanced with almost equal proportions of B and D 

ratings. Note we are in the process of divesting from the one company held with 

an E rating.

• The proportion of holdings with CG score of less than 70% has decreased from 

32% to 17%, and the proportion of companies with CG score higher than 80% has 

increased from 30% to 46%.
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Source: Arisaig Partners

Distribution of SRM ratings 

(as of 31 December)

Average SRM and CG scores 2020 - 2022

2020 2021 2022

SRM score (out of 9) 4.0 3.9 4.5

CG score 74% 73% 77%

Distribution of CG scores 

(as of 31 December)
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We engaged with 82% of our holdings (by AUM) during the year, 

meeting many companies in-person for the first time since 2020
Through 88 interactions, we covered 82% of AUM, significantly higher than in 2021. 

While we had fewer interactions in total, this was due to the reduction in number of 

holdings across our portfolios. 

In contrast to previous years, there was one engagement topic which dominated our 

discussions: 40% of our engagements related to climate change. This reflects our 

concerted effort to push all our holdings to reach TPI Level 2 or above by end of 

2023. See Section 2 for more on TPI progress.   

We were pleased re opening of borders meant that we were able to resume on-the-

ground research and in-person company engagement in all our key markets except 

China (which we hope to visit in Q1 of this year). See our Insights page for reports of 

our trips to Vietnam, Philippines, and India: https://arisaig.com/insights/
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Interactions by issue in 2022

Metric 2020 2021 2022

Number of interactions 70 101 88

Number of holdings 

engaged

44 37 36

Percentage coverage of 

holdings

65% 65% 82%

Engagement statistics

Source: Arisaig Partners 

Climate change

40%

Transparency and 

reporting

13%

Board and executive 

oversight

8%

Strategy

7%

Governance

7%

Gender diversity

5%

Supply chain 

management

4%

Data security and 

privacy

3%

Responsible lending

2%

Other

11%

https://arisaig.com/insights/
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We voted on 580 resolutions, 13% of which we voted contrary to 

management

During 2022, we voted on 580 resolutions at 79 general meetings. There were three 

resolutions proposed by shareholders; we supported two and voted against the other (in 

line with ISS recommendations).

We use ProxyExchange for voting administration, the proxy voting platform provided by 

Institutional Shareholder Services (ISS). However, our research team maintains 

sovereignty over our voting decisions. To inform these decisions, covering analysts 

conduct their own research into resolutions. ISS recommendations 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 12% of resolutions. 
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Metric 2021 2022

Number of general meetings 88 79

Number of resolutions instructed 704 580

Votes missed 0 0

Votes different to ISS recommendations 14% 12%1

Number of shareholder proposals available 

to vote on
1 3

How we voted in 2022

Proxy voting statistics

Note 1: For avoidance of doubt, the percentage of resolutions where we voted differently to ISS recommendations happens this year to be the same as the percentage of resolutions where we did not vote in line with management (both 12%)

Source: ISS ProxyExchange, Arisaig Partners

Shareholder resolutions

Company 

description

Resolution Arisaig vote ISS 

recommendation

Pharmacy chain in 

Brazil
Elect Fiscal Council Member For For

Diagnostics 

company in China
Repurchase and cancellation 

of performance shares
For For

Chilean water 

utilities company
Revoke Board and elect new 

directors
Against Against

Votes against, 6%

Votes 

abstained/withheld, 6%

Votes for, 87%
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We disagreed with management most in relation to compensation, 

strategic transactions, and director nominations

While overall we voted with management on 87% of resolutions, this 

figure was as low as 67% for resolutions relating to compensation and 

83% for resolutions relating to strategic transactions. 

Where we do not vote with management, we aim to engage. In 2022, 

there were 8 such engagements triggered through proxy voting. They 

related to the following topics:

• Executive compensation (2 engagements)

• Independence of the board (2 engagements)

• Diversity of the board (1 engagement)

• Nomination committee practices (1 engagement)

• Related party transactions (1 engagement)

• Increase in borrowing limit (1 engagement)
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Votes cast by topic in 2022

Source: ISS ProxyExchange, Arisaig Partners
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Advocacy and partnerships
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We regularly participate in relevant industry activities to promote the adoption of 

responsible investing. In 2022, such activities included:

• In January, we participated in the CFA/Securities Exchange Bureau of India 

roundtable on ESG disclosures.

• In March, we presented on the panel of a Climate Finance Knowledge Hub webinar 

for the Global Impact Investing Network (GIIN) (available to GIIN members here)

• In June, held breakfast meeting in London for investors and consultants on 

emerging markets climate solutions (see photo)

• In July, we signed the Global Investor Statement to Governments on the Climate 

Crisis, which called for urgent action by governments to act on climate change 
• In November, we signed the PRI’s financial sector statement on biodiversity for 

COP15

• In November, we hosted a GIIN networking event for impact investors in Singapore
• In December, we were among c. 25 signatories selected to participate in the “PRI 

in a Changing World” consultation in-person workshop in Singapore to provide 

our views on the PRI’s future vision, mission and purpose.

• We published Insight pieces, often touching on responsible investment. These can 

be found on our website.

Above: David Lanning, Partner, presenting to investors on climate 

solutions

Source: Arisaig Partners

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)

• 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)

https://www.arx.cfa/-/media/regional/arx/article/ROUNDTABLE_ESG_DISCLOSURE_WEB.pdf
https://members.thegiin.org/recordings/record/a2j8b000007FWSJAA4
https://theinvestoragenda.org/wp-content/uploads/2022/08/2022-Global-Investor-Statement-.pdf
https://arisaig.com/insights/


Thematic updates

Section 2
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Our Net Zero Commitment
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Arisaig Partners Net Zero Commitment targets (selected)

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’. 

• 100% of portfolio companies to reach at least TPI 

Level 2

2023

• 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

2025

• 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

2030

• 100% of AUM of all portfolio aligned or aligning to 

net zero

2050

Source: Arisaig Partners 

https://www.iigcc.org/resource/net-zero-investment-framework-implementation-guide/
https://carbonaccountingfinancials.com/files/downloads/PCAF-Global-GHG-Standard.pdf
https://www.transitionpathwayinitiative.org/methodology
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Our financed emissions increased by 8% this year, putting us 6% 

above our net zero emissions pathway

Financed emissions (scope 1 and 2) across our portfolios increased by about 8% 

compared to 2021, putting us at 1% higher than our 2019 baseline. This means our 

financed emissions are c. 6% higher than our net zero target pathway. 

Attribution analysis shows that the increase is due to higher company emissions rather 

than changes to the portfolios’ holdings. Further analysis shows that most of the 

increase can be attributed to increase in reported emissions of a single company. This 

company reported scope 2 emissions for the first time in 2022, making it difficult to 

know whether there was truly an increase in emissions or simply that estimated data 

used in previous years were inaccurate.

This demonstrates the importance of having reliable emissions data and our emphasis 

on pushing companies to TPI Level 2 (which includes reporting scope 1 and 2 

emissions). For 2022, 49% of the financed emissions are based on estimated GHG 

data, which is an improvement on the previous year (58% estimated) but still very high.  

18

Notes: Financed emissions calculated in line with PCAF (2022) The Global GHG Accounting and Reporting Standard Part A: Financed Emissions Second Edition (the PCAF Standard). In previous years, we reported financed 
emissions on a ‘normalised’ basis to account for changes in AUM. In line with PCAF requirements, going forward we will report unadjusted absolute financed emissions. Emissions removals and carbon credits not included. Scope 3 

to be reported from 2025 onwards, in line with PCAF Standard. Based on reported emissions available from S&P Trucost Limited as of 18 Jan 2023. Based on holdings as of 31 December of each year.
Source : S&P Trucost Limited © Trucost 2023, Arisaig Partners

Net Zero Target: Reduce portfolio emissions by 1.6% p.a. until 2025 and by 6.1% p.a. from 2026 to 2030, relative to 2019 baseline

Financed emissions change attribution analysis 2022 vs 2021

Change compared to previous year (%) +8%

- Of which due to changes in the portfolio’s holdings -29%

- Of which due to changes in companies’ emissions +37%

Scope 1 &2 Firm-level Financed Emissions vs. Net Zero Pathway 

(in tCO2e)
64,653 

60,335 
60,670 

65,440 

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Firm-level financed emissions (unadjusted, absolute)

Arisaig net zero target pathway (at IEA's emerging economy emissions reduction rate)

IEA global economy emissions reduction rate (-7% pa)
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Weighted average carbon intensity has declined 8% since last year

Given that our companies are all expected to experience strong growth in the 

next decades, in the short-term, there may be increases in absolute emissions. 

During this period, we believe it is important to keep track of holdings’ carbon 

intensities, which measure carbon emissions on a per revenue basis. 

While financed emissions increased, we were pleased to note that weighted 

average carbon intensity at a firm-level has decreased by about 8% compared to 

last year and less than 25% of that of the MSCI Emerging Markets index. 

Nevertheless, the decline in intensities of our portfolios will need to accelerate 

more rapidly in future years in order to bring absolute emissions down.

More data on weighted average carbon intensities and other carbon metrics are 

available in the fund-specific supplements. 
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Source: : S&P Trucost Limited © Trucost 2023, Arisaig Partners

Firm-level weighted average carbon intensity vs index

(tCO2e / USD m of revenue)

Notes: 

• Firm-level weighted average carbon intensity achieved by calculating the carbon intensity (equity weighted average Direct and First-tier Indirect emissions, including scope 1, 2 and other first-tier 

upstream scope 3 / USDm in revenue) for each portfolio company and calculating the weighed average by pooled portfolio weight. 

• Carbon intensity data is based on latest figures available from S&P Trucost Limited as of 18 Jan 2023.

• Carbon intensity for Arisaig portfolios are based on firm-wide holdings as of 31 December each year. MSCI EM carbon intensity based on iShares MSCI Emerging Markets ETF constituents as of 31 

October 2022. 
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42% of our holdings are at TPI Level 2 or above

Over the last year, 20 of our holdings improved their climate change management 

capacity, as measured by TPI Level. 

As of 31 December 2022, 42% of our holdings were at TPI Level 2 or above (or 47% 

excluding companies first invested in 2022), which is double compared to 2021. 

While there is some way to go, we are optimistic about getting close to our ambitious 

target of 100% by the end of 2023 or soon thereafter:

• To comply with SEBI regulations, India’s top 1,000 listed companies will be 

required to disclose scope 1 and 2 emissions from 2023, which would help 

progress a few of our holdings to Level 2;

• Several other companies we have engaged with multiple times on climate change 

have indicated they are actively working on measuring and disclosing emissions, 

so we expect these to reach Level 2 during the next annual reporting cycle. 
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Source: Arisaig Partners, based on company disclosures (e.g. annual and sustainability reports)

Number of portfolio companies at each TPI Level 0 to 4

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

Target: By 2023, 100% of portfolio companies to reach Level 2 or above according to the Transition Pathway Initiative (TPI)

20

24

6

1 0

13

28

8

3
0
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24

16

5

0
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2020 2021 2022

14%
21%

42%

100%

2020 2021 2022 2023 target

% of holdings at TPI Level 2 or above
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6% of our portfolios are aligned or aligning to net zero

21

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

Portfolio companies net zero aligned/aligning

Target: By 2025, At least 20% of AUM of all portfolios aligned or aligning to net zero

Alignment 

maturity

Definition

Net zero Companies that have current emissions intensity performance at, or close, 

to net zero emissions with an investment plan or business model to 

continue that goal over time

Aligned • Have set short- and medium-term targets

• Disclosure of scope 1, 2 and material scope 3 emissions

• Plan relating to how the company will achieve targets

• Emissions intensity performance (scope 1, 2, and 3) in line with targets

Aligning • Have set a short or medium-term target

• Disclosure of scope 1, 2 and material scope 3 emissions

• Plan relating to how the company will achieve targets

Committed to 

aligning

Set a clear goal to achieve net zero emissions by 2050

Not aligned All others

We define a company to be net zero ‘aligned’ or ‘aligning’ according to maturity scale 

defined in the IIGCC Net Zero Investment Framework Implementation Guide (see below). 

Based on this, about 6% of our portfolio is current aligned or aligning. A couple other 

companies are in the process of preparing material scope 3 reduction targets, which would 

make them also net zero aligning. 
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Spotlight on: Biodiversity
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1. https://www3.weforum.org/docs/WEF_ The_ Global_ Risks_ Report_ 2022.pdf

2. https://www.swissre.com/institute/research/topics-and-risk-dialogues/climate-and-natural-catastrophe-risk/expertise-publication-biodiversity-and-ecosystems-services.html

Using TNFD’s impact drivers of biodiversity loss to 

identify gaps in our historic SRM framework

Why does biodiversity matter?

Biodiversity is the living component of natural capital, forming ecosystems that support 

life on earth. As such, biodiversity-related risks to businesses are far-reaching. The World 

Economic forum associated half of global GDP to be reliant on nature1. Emerging markets 

are particularly vulnerable: Swiss Re Institute estimates that Kenya, Vietnam, Pakistan, 

India and Indonesia have the highest share of GDP dependence on ecosystem services2. 

What is Arisaig doing? 

Biodiversity has historically been considered as part of research and engagement on 

wider environmental topics, such as sustainable supply chains for palm oil, beef, and soy; 

plastics pollution; and water management. As the evidence on the importance of 

biodiversity continues to build, along with related regulation, we decided we needed a 

biodiversity-specific risk management strategy. In July 2022, we undertook internal 

research to inform this strategy. Our conclusions were that while the imperative to act on 

biodiversity is very clear and much progress has been made to understand the risks, it is 

not yet clear what best practice looks like for asset managers in terms of risk assessment, 

target-setting, and reporting. 

What next?

This year, we are introducing a standalone section on biodiversity in our ESG policy and 

updating our internal E&S risk assessment (our SRM) to include biodiversity metrics from 

the Taskforce for Nature-related Disclosures (see image). We also intend to conduct a 

thorough review of third-party tools and providers with a view to conducting deep-dive 

biodiversity risk analysis across our funds. This will also help us in our assessment and 

reporting, as well as prioritise engagements and set appropriate portfolio-level targets. As 

usual, the challenge will be finding resources that can provide deep and specific insight 

in emerging markets. 
Source: Arisaig Partners
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Spotlight on: Gender diversity

Why does gender diversity matter?

We believe diversity & inclusion is a key component of purposeful growth businesses. Evidence 

shows that diversity is linked to innovation, loyalty and retention, and superior financial 

performance1. 

What is Arisaig doing?

One of our multi-year aims has been to push for greater gender diversity among our holdings. In 

2018, we carried out an initial assessment of how our portfolios were doing with respect to 

gender, and what we could do to support them to improve. In 2022, we decided to do a 

comprehensive refresh of the research. 

Compared to 2018, while there have been improvements, unfortunately women are still 

underrepresented in senior roles. Among our holdings, on average 23% of board members are 

women compared to 20% in 2018. This is higher than the 14.5% for the MSCI Emerging Markets 

Index in 2021 , but still woefully far from equity.

What next?

Using UN Women Empowerment Principles, we developed a tool and roadmap (like the 

Transition Pathway Initiative for climate change) to help us monitor gender equality progress. 

Using this, we identified 9 companies to prioritise for gender engagements this year. We have 

also established the following targets: 

a) Engagement – Discuss, promote, and support Gender Equality measures with targets for 

engagement by the end of 2023

b) Improvement – See measurable progress for at least 50% of engaged companies in terms of 

improved disclosure or performance by the end of 2025

c) Monitoring – Monitor 100% of our portfolio companies’ disclosures at least once every 2 years.
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Sources: 1. https://www.msci.com/who-we-are/corporate-responsibility/social-responsibility/diversity-in-focus;  2. SPTF/CERISE
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Spotlight on: Responsible lending

Why does responsible lending matter?

Financial inclusion is a key enabler of poverty reduction and economic growth as it supports 

small businesses and entrepreneurs to get their businesses off the ground or sustain them 

through difficult times. Digital solutions are supporting the transformation of credit, with 

millions of historically unbanked accessing formal loans for the first time. However, irresponsible 

lending and the mis-selling of credit are far more prevalent in the digital credit market than 

offline. This in turn contributes to rise in over-indebtedness, which can lead to serious problems 

for both the provider and recipient of the loan.

What is Arisaig doing?

For companies involved in digital credit, our E&S due diligence assessment (the SRM) includes 

assessing responsible lending practices, which integrates best practice such as the Client 

Protection Standards. We believe the pre-contractual stage in the lending cycle is particularly 

important to get right. In addition, as part of our impact measurement and management, we 

track metrics to monitor whether the companies lend in a responsible and sustainable manner, 

such as number of clients, customer satisfaction, average loan disbursement size, annualised

effective interest rate charged, and rate of non-performing loans (NPL). 

What next?

During 2022, we created a Responsible Lending Engagement Pack, which set out good practices 

we wish to see all our holdings involved in digital credit adopt. We have already begun to engage 

relevant companies on the topic and will continue doing so during 2023. We believe companies 

providing fintech solutions to MSME credit have huge potential to create positive social impact 

in emerging markets and can be prime examples of Purposeful Growth. However, concerns 

around unethical lending practices and the rise of over-indebtedness need to be addressed 

head-on, particularly while regulation is still catching up to innovation.
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Sources: SPTF/CERISE

Best practices at pre-contractual stage of the 

lending stage

•This allows the borrower enough 
time to assess whether the loan offer 
is suitable and to also compare 
different credit products.

Provide pre-
contractual 

information at least 
48 hours in advance

Ensure that all key information is 
received, and that none of the 
information presented is misleading 
or overlooked. 

Information should 
be simplified and 
only focus on key 

features

•This upskills and encourages 
borrowers to better understand the 
products and services they are 
interacting with. It also empowers 
marginal borrowers to make 
informed decisions and play an 
active role in the process

Help to improve 
borrowers’ financial 

literacy

https://cerise-sptf.org/docs/Annex_ClientProtectionStandards_English.pdf
https://cerise-sptf.org/docs/Annex_ClientProtectionStandards_English.pdf
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Supporting an Indian classifieds platform to reach TPI Level 2
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Source: Arisaig Partners

Outcome

In 2022, the company’s annual report included a dedicated ESG section for the first 

time. In addition to publishing scope 1 and 2 emissions alongside other environmental 

metrics, the company included statistics and case studies to evidence the impact it 

was having on supporting SMEs. There were also sections on other material ESG 

issues, including diversity and data security.

Context

This is an online B2B classifieds company that helps to connect manufacturers 

with buyers across India. In doing so, it supports millions of SMEs in reaching a 

much geographically wider customer/supplier base. When we first looked at this 

newly listed company in 2020, we were excited by the purposeful nature of this 
company’s business, but the company published very little information on non-

financial factors and nothing on climate change. 

Objectives

To improve our conviction in the company, we wanted to see significant 

behaviour change, including the following:

• Improved climate change management capacity – specifically to reach 

TPI Level 2 by 2023;

• Monitor and disclose impact of the company on SMEs; and 

• Enhanced regular public ESG reporting and disclosure.

Engagement

In February 2022, we wrote to the company on climate change, encouraging it to 

formulate a climate change strategy and targets, and measure/report GHG 
emissions. Our timing was fortuitous, as it coincided with the company’s own 

desires to improve on sustainability reporting, particularly since its third party 

ESG ratings were very poor. 

Over the year, we met with the company half a dozen times through in-person 

and online meetings. In every interaction, we made sure to bring our ESG 

objectives into the discussion. We developed a trusted relationship with the ESG 

team, providing our views on which ESG issues were the most material to 

investors. 

Next steps

We believe that there is significant momentum behind ESG at this company and will 

continue to interact regularly with the ESG team to provide feedback and support.

ESG improvements made in 2022

TPI Level 0 to TPI Level 2

SRM score increased by c. 70%, resulting in a ‘C’ rating

First year with dedicated ESG section in the annual report, including 

statistics and case studies on SME impact

“Arisaig has been an invaluable partner in our ESG journey, providing us with the 
guidance, resources, and support we need to develop our long-term and short-term 
goals that align with our values and objectives. With Arisaig's expertise and 
guidance, especially in areas such as CDP reporting and ESG reporting, we are 
better equipped to learn about the ever-evolving ESG landscape and make 
meaningful progress towards a more sustainable future.”

Company’s Investor Relations team
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Understanding the impact of ‘fast fashion’ in India

27

1. For example, see https://www.prnewswire.com/news-releases/asia-pacific-consumers-embracing-and-demanding-sustainability-at-record-levels-301562037.html

Outcome

From a social risks management perspective, we learnt via our expert calls that the 

company was stringent in their requirements of Sedex compliance for suppliers and 

conducts annual supplier audits. More recently, the company introduced a 

sustainability framework to deliver aspirational fashion ethically in their latest Annual 

Report. However, there was room to improve in their environmental sustainability 

focus.

The survey of consumers suggested that the company’s value fashion stood out from 

its peers in terms of affordability and durability. Whilst consumers did report an 

inclination to increase consumption post the introduction of the value format, this 

was primarily due to the higher quality of the products. Even so, on a per capita basis 

the respondents purchased 2-4x less apparel than their developed market peers.  

Interestingly, consumers expressed a willingness to pay a premium for sustainable 

apparel, which is consistent with wider surveys we have seen1. 

Next steps

During 2023, we will engage with the company to share the insights produced by our 

consumer survey. We will encourage the company to adopt more ambitious goals with 

regards to managing environmental impacts of its supply chain and improve 

transparency of reporting. 

Context

This company is one of India’s most respected retail companies. We have been 

invested in the company for 10 years, attracted among other things to the 
company’s strong focus and control over product design and quality. The 

company has traditionally targeted a premium customer base, but over the last 

couple years, it has diversified into value fashion. Whilst we have been engaging 

with the company on material ESG issues since 2017, we were eager to 

understand the implications of their expansion into value fashion from a 

sustainability perspective.

Objectives

Our engagement objectives were to:

• Encourage the company to increase ESG reporting and disclosures

• Understand the integrity of the company’s supply chain

• Understand the impact of the value format on apparel consumption

Engagement

Since 2017, we have written to the management multiple times on material ESG 

issues for the apparel industry with a focus on responsible sourcing and 

adherence to labour standards. 

With the company diversifying into value fashion, we wanted to understand 

whether: (1) the easier access to economical apparel encouraged 

overconsumption, (2) the quality/durability of the offering to understand impact 

on waste generation, and (3) the enforcement of supplier standards in this 
format’s supply chain. We conducted a survey across 500 consumers and spoke 

to 5 sustainability experts to understand the materiality of these risks and how 

our holding compared with domestic peers. 

https://www.prnewswire.com/news-releases/asia-pacific-consumers-embracing-and-demanding-sustainability-at-record-levels-301562037.html
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Engaging across ‘E’, ‘S’, and ‘G’ with a Brazilian healthcare 

business
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Source: Arisaig Partners

Outcome

Over the following 12 months the company evolved significantly, setting 
a Sustainability Committee to oversee its initiatives and progressing in the key 

issues our Engagement Letter raised, including:

• The announcement of the goal to become carbon neutral by 2023 – with the 

purchase of credits - following its GHG inventory completion in 2022;

• The appointment of its first (independent) female board member – subject to 

shareholder approval – bringing not only the much-needed diversity, but also a 
wealth of governance experience from her previous Board roles.

• More clarity on remuneration policies regarding the share option plan.

The company is still to publish its 2022 Sustainability Report to allow us to update 
its SRM (currently "C") and CG (76%) scores, but we believe the openness to discuss 

the issues and the changes already in place point in a good direction to support its 

sustainable growth over the coming decades.

Context

This Brazilian healthcare company did a transformational merger in early 2022 

acquiring its biggest competitor. The acquired company had a more robust ESG 
framework in place, including a Net Zero commitment, greater female board 

representation and more oversight & transparency than its acquirer.

While we recognized that the challenges of integrating the operations would take 
centre stage in the management’s mind, we considered it opportune for the 

acquirer to adopt the more sophisticated ESG approaches while the structures of 
the merged entity were designed.

Objectives

Our engagement objectives were to encourage the merged company to adopt best 

practices on the setup of the new entity, mainly:

1. E - Measuring its GHG emissions and committing to Net Zero;

2. S - Improving female representation at Board and Sr. levels; and

3. G - Enhancing corporate governance with transparency on 

remuneration KPIs

Engagement

We raised these issues in an Engagement Letter to the CEO in January 2022, 

following up with a call with the IR team. The company welcomed our views, 
acknowledging the need to balance improvements in ESG practices with the 

pressing operational issues of the merger.

In April 2022, we voted against executive remuneration due to insufficient 
transparency, and engaged with the company on the topic to clarify our position.

Next steps

We will continue to monitor the progress once the report is published. Future 
engagements will focus on encouraging (i) reduction in the overall GHG emissions 

rather than relying on carbon credits, and (ii) increased Board independence and 

female representation as currently there are 2/9 independent members and only one 
female.
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Collaborating to protect minority shareholder interests
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Source: Arisaig Partners

Outcome

The company acknowledged receiving the letter and submitting it to the Independent 

directors. As the offer remains under discussion, we do not have an explicit outcome 

yet, however our efforts in collaborating with other shareholders can be considered to 

have succeeded in making our voices heard by the Independent Directors.

The market reaction to date has been a significant increase in the company’s share 

price. 

Next steps

We are awaiting Independent Directors’ decision before deciding on next steps. 

Context

This education company received a take-private offer from two private equity 

houses. In our view, they were seeking to take advantage of a weak share 
performance over a short period of time by proposing to acquire the company 

at price that we, and other minority investors, believe severely undervalues the 

business.

The offer was to be evaluated by Independent members of the Board of 
Directors, aided by external consulting.

Objectives

Our key objective was to communicate to the Independent Board members 

that under several valuation methodologies, the proposed price was 
detrimental to the minority shareholders and therefore they should reject the 

proposal, or risk failing in their duty to protect them.

Engagement

Our team reached out to collaborate with other like-minded minority 

shareholders as we felt our message would be stronger with more AUM behind 

it. Together, we represented 13% ownership of the company. We co-authored a 

letter to the Independent members of the Board with data points using several 

valuation methodologies. 

Extract of our engagement letter
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Priorities for 2023
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Climate change will continue to be a priority engagement topic for us this year. 2023 

is the final year before our first Net Zero target deadline (for all holdings to reach at 

least TPI Level 2 by 2023). With over 50% of our holdings still at TPI Level 0 or 1, we 

will make a final push to get as many of our holdings over the line as possible. 

In the last two years, climate change engagements have focused on measurement 

and reporting Scope 1 and 2 GHG emissions. Looking ahead, our priorities will shift 

to encouraging our holdings to set quantitative, time-bound and ultimately science-

based GHG emission reduction targets and look to extend their efforts to Scope 3. 

Our engagements will build on the thematic research we conducted over the last 

year (see Section 2), namely:

• Gender diversity: Having developed a refreshed gender engagement pack in 2022, 

we have set targets around gender engagements for 2023. 

• Biodiversity: We intend to conduct an in-depth biodiversity risk assessment 

across our portfolio this year. This will help inform engagement priorities and 

target setting for 2024 and beyond. 

Source: Arisaig Partners
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ESG and constructive ownership targets for 2023
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Source: Arisaig Partners

We have set the following quantitative targets relating to engagement activities and ESG performance of our portfolios for 2023. We will report on progress in our next ESG & 

Constructive Ownership Report.

Topic Metric Achieved in 2022 Target for 31 December 2023

Engagement % of holdings actively engaged1 during the year 82% At least 60%

Proxy voting % of eligible resolutions voted 100% 100%

Net Zero Reduction in financed emissions (compared to previous year) +8% -1.6%

Net Zero % of holdings that are at TPI Level 2 or above 42% 100%

ESG assessment % of holdings for which proprietary ESG assessments are 

conducted/updated

100% 100%

ESG engagement % of time spent by analysts on ESG and engagement 10.2% c. 10% of available hours

Gender engagement % of companies identified as gender engagement priorities 

engaged

N/A (gender engagement programme 

to be launched in 2023)

100%
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DISCLAIMER 
This document is for Professional Investors 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.

This article contains information on investments which does not constitute independent

research. Accordingly, it is not subject to the protections afforded to independent research.

Fund values can fall as well as rise, 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.

Any statements regarding future events constitute only the subjective views or beliefs of

Arisaig Partners. 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 assumptions. 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.
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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(s).

All information is sourced from Arisaig Partners and is current unless otherwise stated. The

images used in this document are for illustrative purposes only and where applicable, the

firm has requested the necessary permissions to reproduce the images within this

document.

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.

For information on how we use the personal information that we collect or generate in

relation to the use of our website (at https://arisaig.com/) as well as our services, please

visit www.arisaig.com/privacy-policy/.
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