
QEP Global Equities
The Quantitative Equity Products (QEP) investment process follows a consistent 
philosophy by which we have been managing assets since 2000. 

Analysing a universe of over 10,000 companies, 
the team constructs highly diversified portfolios 
typically containing over 300 stocks with stock 
selection grounded in the analysis of company 
fundamentals indicating Value (earnings, assets, cash 
flows, dividends) and Quality (profitability, stability, 
financial strength, governance and sales growth), 
with portfolios typically exhibiting a style bias towards 
both of these factors. 

Within our approach to both stock selection and 
portfolio construction, Environmental, Social and 
Governance (ESG) considerations have been fully 
integrated across the full suite of QEP investment 
strategies since 2017. Sustainability has been a key 
research priority for the team for many years and 
continues to be given the ever increasing importance 
of ESG themes to companies, investors and 
regulators. Additionally, the breadth of opportunities 
available in global equities allows for the full 
integration of ESG considerations without having to 
sacrifice potential returns and we would argue that 
incorporating ESG enhances performance, providing 
it is integrated in an investment led manner, and that 
ESG considerations are likely to become increasingly 
additive in the future. 

ESG INTEGRATION WITHIN QEP STRATEGIES
The QEP investment process integrates ESG 
considerations in the following ways across all 
investment strategies:

 – QEP Governance has for many years been a key 
component of our assessment of business quality 
alongside profitability, stability and financial 
strength. Our assessment of the strength of a 
company’s corporate governance therefore has a 
direct impact on our level of conviction. 

 – QEP ESG Rating is central to our assessment of 
company sustainability. It directly impacts a stock’s 
final weighting in our portfolios by serving as a 
measure of stock conviction or risk adjustment.

 – QEP Country Risk Monitor includes Political and ESG 
considerations. It is used as an input within our QEP 
ESG Rating as well as a stock level risk adjustment.  
It also contributes to our decision-making process  
for risk managing active currency exposures.

 – Active Stewardship Programme – Collaborating  
with Schroders’ Sustainable Investment Team, we 
have a robust approach to encouraging positive 
change through active engagement and voting 
seeking to integrate the insights gathered into our 
investment process. 

ESG INTEGRATION IN PRACTICE – GLOBAL

Sources: Schroders. QEP ESG data sourced from a variety of data providers including MSCI, Refinitiv, BoardEx, Bloomberg, SEC Filings and internal 
metrics created by the Schroders Sustainable Investment team. For country level data, sources include Oxford Economics, the World Bank, World 
Economic Forum and World Justice Project. 

– Carbon emissions
 e.g.  intensity relative to sales, production  
 & Carbon VaR
– Stranded asset risk
 Penalise thermal coal reserves, risk   
 manage oil & gas
– Carbon reduction strategy
 Penalise lack of disclosure, assess   
 delivered vs. promised carbon reduction
– Opportunities
 e.g. significant exposure to renewable  
 energy & transitioning companies
– Environmental Impact
 e.g. Toxic waste, water stress & land use

– Business Involvement
 Penalise negative social impact 
 e.g. tobacco
– Safety
 Penalise poor track record 
 e.g. product recalls
– Employee Welfare
 Penalise high employee turnover and  
 poor labour standards
– Supply Chain
 Penalise poor practices & historical   
 production disruption
– Data Privacy
 Penalise lack of policy & track record 
 of breaches

– Dividend Policy
 Reward sustainable and increasing pay  
 outs, asymmetric penalty for cuts
– Accounting Risk
 Over 20 red flags e.g. working capital stress
– Risks to Shareholders
 Penalise high risk ownership structures 
 & exchange related risks
– Business Oversight
 e.g. reward independence, penalise low  
 diversity
– Country Risk Monitor
 Penalise poor governance standards, 
 used as a conditional criteria
– ESG Trend
 Reward positive trend in company ESG  
 profile, penalise deterioration 

Controversies
Leveraging machine learning and natural language 
processing to identify and analyse controversies 

Active Stewardship 
Identify priority engagement opportunities & integrate outcomes 
through collaboration with Schroders’ Sustainable investment Team 

Environmental Social Governance

Selective implementation, avoid high risk 
areas with specific rewards for exposure 
to opportunities

Focus on penalising significant negative 
impact and poor practices 

A key component of our assessment of
business quality, applied universally 
across companies

 – Exclusion policies – Alongside the firm-wide ESG 
exclusions, we apply QEP team-wide exclusions 
such as predatory lending, significant exposure to 
thermal coal and civilian weapon involvement, to 
all QEP portfolios. Exclusions in addition to these 
are client and market led and so will vary across 
the QEP investment strategies, ranging from our 
dedicated ESG strategies where we apply our 
broadest exclusion policy, to segregated accounts 
where exclusion policies are tailored to suit client 
specific requirements.

Bringing all of these elements together, we find 
that the overall impact on the characteristics of our 
portfolios from a valuation and quality perspective 
is not materially impacted by integrating ESG 
considerations, largely because the breadth of our 
global universe does not force us to trade-off one 
against the other. Indeed, we would argue that ESG 
integration actually enhances performance as long 
as it is incorporated in an investment-led manner, 
particularly on a forward-looking basis.

 
CASE STUDY: STEWARDSHIP

Leveraging the insights gained by our central Sustainable Investment Team, we look to penalise 
companies where we are not satisfied with the level of responsiveness or improvement on the specific 
topics we have raised. Our central Sustainable Investment Team has recently focused on engagements 
on modern slavery, specifically on FTSE 100 listed companies given legislation on this subject has already 
been enacted in the UK. We intend to carry out a second stage with a focus on Australian companies 
given similar legislation coming into force. 

OUR MODERN SLAVERY ENGAGEMENT ACTIVITY TO DATE  
 
 
 
 
 

Source: Schroders, QEP. 

Human Rights: UK Modern Slavery Act

Aims & 
Requests

• Highlight companies leading and lagging UK Modern Slavery Act’s 
transparency requirements 

• Understand their current position & encourage more transparent supply 
chain reporting

• Disclose policies concerned with modern slavery, the due diligence process 
and current training programmes available

• Communicate KPIs used to measure success and improvements in complying 
with the new regulation. 

Targets 54 companies engaged with, 24 of which are held by QEP 
• Companies identified by published research from the Business and Human 

Rights Resource Centre (BHRRC)

QEP Held 
Examples 

Process Stronger & weaker performers highlighted in BHRRC report 
Email and letter with our requests sent to each company 
Followed with a second stage engagement, supporting a collaborative 
engagement with he Fin It, Fixe It, Prevent It modern slavery initiative 

Outcome Engagement ongoing, >40 responses received (e.g. Unilever, BT, Sage) 
Companies where increased monitoring is needed identified  
(e.g. Reckitt Benckiser, Royal Mail, Centrica)

Extending engagement across Australia-based organisations given regulatory 
changes in the country

Sustainability at Schroders


