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We are a signatory of the Principles for Responsible Investment
and support integration of environmental, social and
governance (ESG) considerations into investment practices.
We support the six Principles for Responsible Investment
The UN-supported Principles for Responsible Investment (PRI) recognise that institutional investors have
a duty to act in the best long-term interests of their beneficiaries. LCP shares the belief underlying the
Principles, namely that ESG issues affect the performance of investment portfolios (to varying degrees across
companies, sectors, regions, asset classes and through time).

Signatories publicly commit to adopt and implement the following Principles
where consistent with their fiduciary responsibilities:
1. We will incorporate ESG issues into investment analysis and decision-making processes.
2. We will be active owners and incorporate ESG issues into our ownership policies and practices.
3. We will seek appropriate disclosure on ESG issues by the entities in which we invest.
4. We will promote acceptance and implementation of the Principles within the investment industry.
5. We will work together to enhance our effectiveness in implementing the Principles.
6. We will each report on our activities and progress towards implementing the Principles.
As investment advisers, we do not manage any assets ourselves. As such, we promote these Principles to our
clients and aim to support our clients in meeting the Principles.
LCP believes that the successful implementation of the Principles will improve investors’ ability to meet
commitments to beneficiaries as well as better align their investment activities with the broader interests of
society. This document summarises how LCP supports the Principles, other than Principle 2 which is covered
by our statement of support for the 2012 UK Stewardship Code.

We help our clients meet their investment objectives
Our clients include pension scheme trustees, charity trustees, insurers and the sponsoring employers of pension
schemes. Many of them are long-term asset owners, holding investments in equities (company shares), government
and corporate debt, and other asset classes such as property. They appoint external investment managers to
manage the assets on their behalf, often through pooled funds. They rely on their managers to identify which ESG
issues are relevant to particular assets, take account of ESG issues as appropriate when deciding which individual
securities to buy and sell, and exercise ownership rights such as voting at company AGMs.
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We provide advice and support to our clients in setting
investment policy and strategy, selecting and appointing
managers, and regularly reviewing investment processes
and performance. We do not manage any assets
ourselves. When providing investment advice, we don’t
have a single “house view” – our clients have individual
requirements, so we consider their goals and needs and
tailor our services accordingly.
Our clients typically invest their assets to meet
long-term liabilities such as paying benefits to

pension scheme members. To do this efficiently,
they seek to maximise the long-term returns on their
assets whilst managing and maintaining investment
risk at an appropriate level. The generation of
long-term sustainable investment returns depends
upon stable, well-functioning and well-governed
environmental, social and economic systems. We
therefore believe it is important that ESG issues are
considered throughout the investment chain and so
we incorporate them in our advice to clients.

We reflect ESG issues in our investment advice
ESG is relevant throughout much of the investment advice we give to clients (see diagram). The approach we
take, and the emphasis we place on ESG, varies according to client preferences. However, ESG is integral to our
investment manager research (see next section), so as a minimum ESG considerations are reflected in our views
of investment funds and products, and hence influences our advice on manager selection and review exercises.

Investment
beliefs

We help our clients to reach a consensus view on the financial
relevance of ESG factors and use this as the basis of their
ESG policy.

Investment
strategy

We take account of our clients’ views on ESG factors when
advising on investment strategy, including consideration of
specialist ESG products where relevant.

Manager
selection

When putting forward investment managers for selection
exercises, we consider the managers’ approaches to ESG factors
and the fit with our clients’ objectives.

Manager
oversight

We help our clients review how their managers incorporate
ESG factors by providing updates on our manager research and
facilitating clients’ own discussions with managers.

Communication

We assist our clients with documenting their approach to ESG
factors and, where appropriate, communicating it to beneficiaries
and other stakeholders.

Our Responsible Investment Panel provides strategic oversight of LCP’s ESG-related activities, reporting into LCP’s
Executive Committee (ExCo) which is ultimately responsible for our work in this area. All of our investment partners
and consultants are able to advise clients on ESG matters, with access to specialist support as required. We have
eight responsible investment champions who assist with assessing managers’ ESG approaches when conducting
manager research.
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We consider ESG issues when researching investment managers
Every two years we invite the investment managers in our research programme to complete a responsible
investment survey. Our survey covers managers’ approach to ESG issues, plus their active ownership (stewardship)
practices such as voting at AGMs and engaging with the management of companies they invest in.
The box below shows the characteristics that score highly on the ESG-related parts of the survey. We supplement
the managers’ responses with discussions at our regular research meetings with managers, enabling us to take
account of subsequent developments and fund-specific considerations.

Our expectations of managers
Managers with the following characteristics score highly when we assess their ESG credentials:
ESG integrated throughout investment process
All relevant staff receive ESG training
Specialist staff provide in-depth ESG expertise as required
Senior management are accountable for ESG integration
Include ESG as part of investment professionals’ job description
ESG considerations affect buy/sell decisions
Steps taken to ensure the quality and robustness of ESG data
ESG risk exposures are analysed at the portfolio level
Climate-related risk is systematically considered
Robust policies on issues like climate-related risk, executive pay, boardroom responsibilities and diversity
Evidence of collaborating, as appropriate, with other investors
Signatory or member of relevant codes and initiatives

We believe that stewardship can enhance investment
performance by encouraging companies to act in
the long-term interests of their shareholders (eg
pension schemes) and their ultimate beneficiaries
(eg pension scheme members). As such, we are a
signatory of the 2012 UK Stewardship Code, have
committed to signing the 2020 Code, and support the
adoption of stewardship best practices by trustees
and their investment managers. More information on
how we support the seven principles of the 2012 UK
Stewardship Code and reflect them in our client advice
can be found on our website.

discussions with managers. We can supplement the
scores with the detailed underlying research data,
which is particularly useful for clients wishing to explore
specific aspects in more depth.

We assign a responsible investment (RI) score between
1 (weak) and 4 (strong) for each manager and fund
that we research, covering both ESG and stewardship
practices. We incorporate the fund RI score in our
overall product grading for most asset classes, directly
impacting whether they are recommended to clients.
The default weight for the fund RI score is 10% for
equities and fiduciary management and 5% for most
other asset classes except LDI, gilts and cash.

Actively and passively managed funds that invest
in a broad range of global equities but only include
companies that meet threshold levels of ESG practices;

We provide clients with the RI scores for their own
managers and funds, for example as part of their
ongoing investment monitoring, and support them in

Through our dialogue with managers, we use
our influence as advisers to many clients to raise
responsible investment standards across the industry.

For more information on our latest responsible
investment survey, see our responsible investment
survey report.
In addition to considering ESG and stewardship issues
across all of the funds we research, we review various
specialist funds for clients who wish to place particular
emphasis on ESG issues. These include:

Passive equity funds that incorporate a climate or
ESG “tilt” to reduce their exposure to climate risks or
increase their exposure to good ESG practices; and
Specialist equity funds that invest in solutions to
environmental and social challenges.
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We inform our clients
about ESG topics

We encourage consideration of ESG
issues throughout the investment chain

We provide training for our clients on ESG
and stewardship matters, through our events
programme, trustee training courses and bespoke
sessions for individual clients. For example, our
main 2019 conference featured a talk on ESG
and investor engagement. Our publications
include a briefing note on responsible investment
requirements for pension schemes; a Guide to
E, S, and G in investment; an educational Guide
to climate-related risks for DB and DC pension
schemes; and a series of blogs and videos, relating
to responsible investment, including topics such as
stewardship, climate change and impact investing.

The sections above describe how we encourage clients and
investment managers to incorporate ESG considerations in
their investment practices. In addition, we respond to relevant
consultations and are supportive of initiatives that facilitate
consideration of ESG – such as the Association of Member
Nominated Trustees’ Red Line Voting initiative which offers
one way of helping clients implement ESG voting policies for
their UK equity holdings.

We help our clients keep abreast of ESG
developments through our weekly Pensions
Bulletins, quarterly investment updates and biannual Vista magazines. In particular, our quarterly
investment updates include an ESG section
covering topical stories, companies in the news,
and questions for clients to ask their managers.
We provide more detailed updates to clients on
request, tailored to their specific requirements. For
example, we can provide annual reviews of their
managers’ ESG practices and quarterly summaries
of their managers’ voting activity.

LCP is open to collaborating with other organisations on ESG
topics. One way we do this is through our representation on
relevant industry groups.
Our Head of Responsible Investment was heavily involved in
the Institute and Faculty of Actuaries (IFoA) working party that
produced A Practical Guide to Resource and Environment Issues
for Pensions Actuaries and three supporting reports, and is now
working on a follow-up project on climate scenario analysis. She
is also a member of the Pensions Climate Risk Industry Group, set
up as part of the UK Government’s Green Finance Strategy, that
is developing climate guidance for UK pension scheme trustees.
Our Head of Defined Contribution is due to chair a new
industry group, convened by the Pensions and Lifetime
Savings Association (PLSA), which will develop a UK guide for
pension scheme trustees on the new requirement to produce
annual statements on the implementation of their Statement
of Investment Principles. We have agreed to second a more
junior member of staff to the PLSA for one day a week for
three months to assist with production of the guide.

Want to find out more?
If you would like further information, please contact your
usual LCP adviser or one of the people below.

Claire Jones
Head of Responsible
Investment
+44 (0)1962 873373
claire.jones@lcp.uk.com

Paul Gibney
Partner

Ian Gamon
Partner

Sapna Patel
Consultant

+44 (0)20 7432 6653
paul.gibney@lcp.uk.com

+44 (0)1962 872718
ian.gamon@lcp.uk.com

+44 (0)20 7432 0679
sapna.patel@lcp.uk.com

At LCP, our experts provide clear, concise advice focused on your needs. We use innovative technology to give you
real time insight & control. Our experts work in pensions, investment, insurance, energy and financial wellbeing.
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