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Schroder Investment 
Management (Europe) S.A.’s 
approach to considering 
principal adverse sustainability 
impacts in the context of making 
investment decisions 
 

This statement is being published by Schroder Investment Management (Europe) S.A, LEI 
8AFAYMK9012QVGLMLS34 in accordance with Article 4 of the Sustainable Finance Disclosures Regulation. It is 
the consolidated principal adverse sustainability impacts statement of Schroder Investment Management 
(Europe) S.A and its branches. 

Definitions 

Integration of Sustainability Risk Consideration: means our consideration of a range of Sustainability Risks 
in connection with the investments that we make on behalf of our clients alongside other factors. In principle, 
this leads to a broader assessment of the environment in which investee companies operate and their 
performance in managing different stakeholders’ interests, giving a fuller understanding of future 
opportunities and risks than traditional financial analysis alone.  

Sustainable Finance Disclosures Regulation (SFDR): means Regulation (EU) 2019/2088 on sustainability-
related disclosures in the financial sector, known as the Sustainable Finance Disclosures Regulation, including 
its related Regulated Technical Standards (RTS). 

Sustainable Investment: as defined in Article 2(17) of SFDR, means (a) an investment in an economic activity 
that contributes to an environmental objective, as measured, for example, by key resource efficiency indicators 
on the use of energy, renewable energy, raw materials, water and land, on the production of waste, and on 
greenhouse gas emissions; or on its impact on biodiversity and the circular economy, or (b) an investment in 
an economic activity that contributes to a social objective, in particular an investment that contributes to 
tackling inequality or that fosters social cohesion, social integration and labour relations, or an investment in 
human capital or in economically or socially disadvantaged communities, provided that such investments do 
not significantly harm any of those objectives and that the investee companies follow good governance 
practices, in particular with respect to sound management structures, employee relations, remuneration of 
staff and tax compliance.  

Sustainability Risk: means an environmental, social or governance event or condition that, if it occurred, 
could cause an actual or a potential material negative impact on the value of investments.  

Description of principal adverse sustainability impacts 

As a global asset manager, we believe that the Schroders group can play an important role in understanding 
the relationship between the social and environmental challenges the world faces and the potential impact 
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that these could have on the investments that we make on behalf of our clients. Through the integration of 
Sustainability Risk Considerations, we apply an investment framework through which the risks and 
opportunities related to sustainability factors may be considered by our investment teams as a function of the 
investment process in each strategy context. 

The integration of Sustainability Risk Considerations in our investment processes is intended to provide a 
broader assessment of the market in which issuers operate, and their performance in managing different 
stakeholders’ interests, giving a fuller understanding of future opportunities and risks than traditional financial 
analysis alone. We recognise that companies do not operate in a vacuum: their long term competitiveness, 
profitability and value may be closely tied to their abilities to adapt to, and take advantage of, structural social 
and environmental trends. Understanding and incorporating trends such as globalisation, changing political 
landscapes, ecosystem disruptions, urbanisation, resource depletion, demographics, climate change, shifting 
employee attitudes or evolving consumer tastes can be important factors in assessing issuers’ potential long-
term success.  

We recognise that business activities, including those of the companies in which we invest, may also result in 
impacts on the planet or on people. These impacts can be considered either positive or negative. By way of 
example,  the impact of carbon intensive companies and of those that draw excessively on water resources is 
generally negative for people and the planet. As an asset manager we believe that understanding and 
communicating the impact of the investments we make is an important part of our role.  

Proprietary Tools 

As offered in some of our UCITS and AIF sub-funds that are Article 8 or 9 funds under SFDR, and for certain 
client mandates, we use a range of proprietary tools to support the consideration of Sustainability Risks along 
with supplementary metrics from external data providers and our own due diligence. This analysis forms a 
view of the potential impact of Sustainability Risk Considerations on an overall investment portfolio and, 
alongside other risk considerations, the possible financial returns of the portfolio. 

CONTEXT and SustainExTM are among the main tools currently available for our investment teams that help 
them consider the potential sustainability impact of our investments and associated Sustainability Risks. 
Through these tools we aim to focus on the material issues facing the companies in which we invest. 

CONTEXT looks at wide ranging data to assess a company's relationship with its stakeholders such as 
customers, suppliers, regulators and employees, as well as its potential impact on the environment and social 
communities. This tool is interactive and customisable, enabling our investment analysts to select and weigh 
the material sustainability trends for each sector and select the most relevant metrics for assessment. The tool 
gives our analysts the flexibility to make company-specific adjustments to reflect their specialist knowledge. It 
incorporates both mandatory and selected voluntary principal adverse impact data points alongside other 
data.  

SustainExTM provides an estimate of the potential environmental or societal impact that an issuer may create. 
It does this by using certain metrics chosen by us, and quantifying the positive (for example by paying ‘fair 
wages’) and negative (for example the carbon an issuer emits) impacts of each of those metrics to produce an 
aggregate measure expressed as a notional percentage of sales of the relevant issuer. SustainEx™ utilises and 
is reliant on third party data as well as Schroders’ own modelling assumptions, and the outcome differs from 
other sustainability tools and measures. Like any model, SustainEx™ will evolve and develop over time as we 
continue to assess, refine and add to the metrics and their relative contributions. The model enables our 
investment teams to integrate Sustainability Risk Considerations effectively by assessing issuers having regard 
to such measures, and the risks they face if the social and environmental “costs” they externalise were to be 
pushed into their own financial costs. 

Schroders’ proprietary sustainability tools including SustainEx™ may not cover all of a fund’s holdings from 
time to time, in which case Schroders may use a range of alternative methods. 

The output of our tools can not only help to inform investment teams of how sustainability factors may impact 
our investments, but also to identify material topics we wish to engage on. Effective and responsible active 
ownership has long been part of Schroders’ approach to sustainability. It is essential to question and challenge 
companies about issues that we perceive may affect their value. Engagement and voting are also integral to 
our investment process. Our overriding aim in exercising these is to protect and enhance value for clients and 



 Statement on principal adverse impacts of investment decisions 
on sustainability factors 3 

 

to work in their best interests. In the section below, on engagement, we provide further details of our 
approach to engagement. 

The output from our proprietary sustainability tools in relation to their investment portfolios is available to our 
clients, but we recognise that this proprietary lens does not allow our clients to directly compare the impact of 
their investments made by Schroders to those invested with other managers. In order to support our clients 
with this, we have identified nine metrics, based on publicly available data, which enable us to report key 
sustainability metrics  across portfolios and may be used to compare with other managers. 

Figure 1: Schroders reported sustainability metrics 

 Measure Units 

Pe
op

le
 

Board Gender Diversity Average % of women on Board 

CEO-Chairman Separation % of companies with separate CEO and Chairman 

Employees Community Work Program % of companies with employees community work programs in place 

Human Rights Policy % of companies with human rights policy 

Independent Board Members % of total directors who are independent 

Pl
an

et
 

Carbon intensity Tonnes of CO2 (scope 1&2 GHG emissions) per $mn sales 

Policy Energy Efficiency % of companies with a policy on energy efficiency in place 

Policy Emissions Reduction % of companies with a policy on emission reduction in place 

Water intensity Total water withdrawal (m3) per $1mn of sales 

Source: Schroders. 
 

The nine metrics identified in Figure 1, were selected by us as we believe that they are meaningful across 
companies in different sectors, and additionally have good data coverage. In line with applicable regulation, we 
expect to update the metrics we report on to be consistent with the requirements under the final RTS  which 
set out the proposed content, methodologies and presentation of sustainability-related disclosures under 
SFDR. Table 1 of the RTS sets out the proposed final list of principal adverse impacts (‘PAIs’). The list identifies 
the mandatory PAIs as being: 

– Investments in companies: 14 mandatory PAIs plus a requirement to report on two further indicators: 
one environmental and one social/governance  

– Investments in sovereigns and supranationals: 2 mandatory PAIs  

– Investments in real estate: 2 mandatory PAIs 

We are already publishing product level PAI data via our European ESG Template (EET). The EET is available on 
our website here. 

Other approaches 

For certain other UCITS and AIF sub-funds that are Article 8 or 9 funds under SFDR, and for certain client 
mandates, principal adverse impacts are either assessed manually as part of the investment process in each 
case, or a process of that kind is being scoped or developed. Our data submission for the EET, which will be 
available from August 2022 onwards in response to the MiFID sustainability preferences rules, will contain 
information regarding the status of whether principal adverse impacts are considered per sub fund across our 
range of Article 8 and 9 funds and those that are neither (Article 6 funds). 

Engagement policies 

We believe effective and responsible engagement is key to delivering long-term risk-adjusted returns for our 
clients. As such, engagement and voting are integral to our investment process. We publish our ESG Policy on 
our website; available here. Both our engagement and voting policies are contained within this document. In 
particular, we describe our approach to both engagement and voting and identify the principles we follow 
when we vote. In addition to our policy on engagement, we recently published our Engagement Blueprint 

https://www.schroders.com/en/lu/professional-investor/literature/european-regulatory-templates/
https://www.schroders.com/en/sysglobalassets/global-assets/english/campaign/sustainability/integrity-documents/schroders-esg-policy.pdf
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which sets out the key topics we will engage with companies on and the expectations we have. The document 
is available here. 

Our Shareholder Rights Directive II (SRD II) (Article 3g of Directive 2007/36/EC) statement is published here. 

Schroders firmly believes that companies that are well-governed and operate transparently, responsibly and 
sustainably are more likely to benefit from the long-term financial health and increase stakeholder value. Our 
engagement activities are undertaken by our portfolio managers and the Sustainable Investment team. 

The following four attributes are critical to the success of our engagement approach:  

– Knowledge: We leverage the knowledge of our analysts and portfolio managers in order to understand 
which sustainability issues matter to a company’s long-term performance 

– Relationships: We have built strong, long-standing relationships with a significant proportion of the 
companies in which we invest and aim to record and track our engagement with them 

– Impact: The insight gained through engagement can directly influence the investment case 

– Incentive: We may reduce or sell out of a holding if engagement is unsuccessful, or avoid investing in the 
first place 

Our engagement activities help to drive our overall sustainability agenda. Reporting on the outcome of our 
engagement activities is therefore key. 

We recognise our responsibility to make considered use of voting rights. The overriding principle governing 
our approach to voting is to act in line with what we deem to be the interests of our clients. We aim to support 
company management of investee companies, but we may oppose management if we believe that it is in the 
best interests of our clients. 

Transparency is key and we report to our clients the actions we have undertaken across both our engagement 
and voting activities. 

Voting disclosures: On a monthly basis we disclose voting decisions at resolution level, including our rationale 
for any vote against management. Reports are available to download here: 
https://www.schroders.com/en/sustainability/active-ownership/voting/  

Engagement disclosures: Each quarter and annually we publicly disclose details of our engagement activities 
this includes a list of companies engaged, their geographic location and who at Schroders undertook the 
engagement. Case studies of individual engagements are also included in our quarterly reports. These are 
available to download here: https://www.schroders.com/en/sustainability/active-ownership/sustainability-
analysis-in-practice/  

References to international standards 

To assist with our assessment of our principal adverse impacts, and other determinations, we use a list of 
UNGC violators as provided by a third party. The areas considered when determining whether an issuer is an 
UNGC violator include those covered by the OECD Guidelines for Multinational Enterprises and the UN Guiding 
Principles on Business and Human Rights, such as human rights, bribery and corruption, labour rights, child 
labour, discrimination, health and safety, and collective bargaining. 

Respect for human rights is fundamental to contributing to society. Our Group Human Rights Statement 
describes the governance, policies and processes we have in place to actively manage our human rights risks 
as an employer, as a buyer of goods and services, and as a provider of financial services and an investor in 
companies. Our Slavery and Human Trafficking Statement details how we assess and manage modern slavery 
risks within our business operations and supply chain, including company engagement activities.   

More information can be found in our Human Rights Statement and in our latest Slavery and Human 
Trafficking Statement. 

Schroders fully supports the following international conventions: 

– The Convention on Cluster Munitions (2008): prohibits the production, stockpiling, transfer and use of 
cluster munitions  

– The Anti-Personnel Landmines Treaty (1997), also known as The Ottawa Treaty (1997): prohibits the 
production, stockpiling, transfer and use of antipersonnel landmines  

https://prod.schroders.com/en/sysglobalassets/about-us/schroders-engagement-blueprint-2022-1.pdf
https://www.schroders.com/en/sysglobalassets/about-us/shareholder-rights-directive-ii_clientcommunications_website-final.pdf
https://www.schroders.com/en/sustainability/active-ownership/voting/
https://www.schroders.com/en/sustainability/active-ownership/sustainability-analysis-in-practice/
https://www.schroders.com/en/sustainability/active-ownership/sustainability-analysis-in-practice/
https://www.schroders.com/en/sysglobalassets/about-us/group-human-rights-statement-v5_external.pdf
https://www.schroders.com/en/sustainability/corporate-responsibility/slavery-and-human-trafficking-statement/
https://www.schroders.com/en/sustainability/corporate-responsibility/slavery-and-human-trafficking-statement/
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– The Chemical Weapons Convention (1997): prohibits the use, stockpiling, production and transfer of 
chemical weapons  

– Biological Weapons Convention (1975): prohibits the use, stockpiling, production and transfer of  
biological weapons 

We will not knowingly hold any security in an issuer that is involved in the production, stockpiling, transfer and 
use of these weapons. On occasion there may be additional securities recognised by clients or local 
governments; these will be added to the Schroders group exclusion list for those relevant jurisdictions or 
specific mandates. The list of excluded companies is available here. 

In addition, Schroders is a founding member of the Net Zero Asset Managers initiative where we commit to 
supporting the goal of net zero greenhouse gas emissions by 2050 or sooner, in line with global efforts to limit 
warming to 1.5°C. Schroders was one of the initial 30 global asset managers to join the initiative. This has 
grown to 273 signatories representing $61.3 trillion in assets under management by 31 May 2022. Schroders 
has also had its greenhouse gas emission reduction goals formally validated by the Science Based Targets 
initiative (SBTi). The SBTi has confirmed that Schroders’ Scope 1 and 2 targets are in line with a 1.5°C trajectory. 
Our relevant assets under management1 are also targeted to be fully aligned with a 1.5C pathway by 2040. The 
initiative aims to encourage companies to align their business models with the objective, set out in the Paris 
Agreement, to limit global warming to 1.5°C compared to pre-industrial levels. 

  

 
1Encompassing listed equities, corporate bonds, REITs and ETFs 
 

https://www.schroders.com/en/sustainability/active-ownership/group-exclusions/
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Important information 

Nothing in this material should be construed as advice or a recommendation to buy or sell. Information herein 
is believed to be reliable but we do not warrant its completeness or accuracy. Any data has been sourced by us 
and is provided without any warranties of any kind.  It should be independently verified before further 
publication or use. The material is not intended to provide, and should not be relied on for accounting, legal or 
tax advice. Reliance should not be placed on any views or information in the material when taking individual 
investment and/or strategic decisions. No responsibility can be accepted for error of fact or opinion. Any 
references to securities, sectors, regions and/or countries are for illustrative purposes only.  Schroders has 
expressed its own views and opinions in this document and these may change.  

The value of investments and the income from them may go down as well as up and investors may not get 
back the amounts originally invested.  Exchange rate changes may cause the value of any overseas 
investments to rise or fall. Past Performance is not a guide to future performance and may not be repeated.   

Issued by Schroder Investment Management (Europe) S.A., 5, rue Höhenhof, L-1736 Senningerberg, 
Luxembourg. Registration No B 37.799. 


