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Summary
The strategy aims to make a difference for our clients, society and the wider world. It’s about investing in companies doing the right 
thing to create portfolios that will help our clients achieve their long-term financial goals.

Our Sustainable Leaders equity portfolios contain high-quality companies that we’ve identified through our bottom-up equity 
process. This involves identifying a company’s overall sustainability as well as its ESG performance. Once we do this, we assign each 
company a proprietary overall quality rating and an ESG-quality rating. The team also applies binary exclusions during this process 
to exclude a narrow, defined list of unacceptable activities.

This process enables the portfolio managers to choose current and emerging sustainable leaders in order to build well-diversified, 
risk-adjusted portfolios. 

Integrated ESG analysis 
Three core principles underpin our integrated ESG approach as part of our overall equity research process:

ESG factors are financially material  
and impact corporate  

performance

Understanding ESG risks and 
opportunities alongside allows us to 
make better investment decisions

Informed, constructive engagement 
helps to hold companies accountable, 

enhancing the value of  
our clients’ investments

The goal of the abrdn Sustainable Leaders Equity Strategy is to generate strong  
long-term performance by investing in financially attractive current or emerging 
sustainable leaders. We assess these companies’ sustainability through their 
management of environmental, social and governance (ESG) risks and opportunities.

We believe that it’s our obligation to be engaged, active shareholders. We hope to influence companies so that long-term  
returns benefit our clients. Beyond this, we believe that this is the right thing to do. 

Fully embedding ESG into stock analysis and bringing together three different “levels” of ESG input (our stock analysts,  
regionally based ESG specialists and our central ESG team) enables us to deliver differentiated, industry-leading ESG analysis  
and engagement.

As part of their company research, our stock analysts evaluate the ownership structures, governance and 
management quality of the companies they cover. They also assess potential environmental and social risks that 
these companies may face. These insights are captured in our company research notes.

Our stock analysts work closely with dedicated ESG specialists who sit within each regional investment team. 
These specialists provide industry-leading expertise and insight at the company level. They also mediate the 
insights that our central ESG team develops with the stock analysts. Additionally, they interpret and contextualize 
sector and company insights.

Our central ESG investment team provides thought leadership and event-drive research as well as thematic 
and global sector insights. The team is also heavily involved in governance and supports company engagement 
meetings when appropriate. This helps guide and shape our overall approach to ESG.
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Financial StrengthManagementESG

Assessment criteria
Identifying current and emerging sustainable leaders 
We use our proprietary research framework to identify financially attractive companies that see as current or emerging sustainable 
leaders. To do this, we employ ESG analysis, which is integrated into the research for all of our equity holdings.

We analyze the foundations of each business to ensure proper context for our investments. This includes the durability of a 
company’s business model, the attractiveness of its industry, the strength of its financials and the sustainability of its economic moat. 

We also evaluate a company’s management team and analyze the ESG opportunities and risks that affect them. We assign 
a proprietary score (one indicates leaders and five indicates laggards) to articulate the quality attributes of each company. 
Companies eligible for inclusion in our Sustainable Leaders equity portfolios must be rated three or better in both our assessment of 
the quality of their ESG risks/opportunities and of their overall quality.

Limited Negative screening
We also apply binary and norms-based exclusions to the 
companies we evaluate in order to rule out a narrow, defined list 
of unacceptable activities.

The Sustainable Leaders equity portfolios won’t invest in 
companies which:
 . Have failed to uphold one or more principles of the  

UN Global Compact
 . Are involved in controversial weapons
 . Have a revenue contribution of 10% or more from the 

manufacture or sale of conventional weapons or  
weapons systems

 . Have a revenue contribution of 10% or more from tobacco
 . Are tobacco manufacturers
 . Have a revenue contribution of 10% or more from the 

extraction of unconventional oil and gas
 . Have a revenue contribution from thermal coal extraction

ESG House Score 
Our Sustainable Leaders equity portfolios use our proprietary 
ESG House Score, developed by our central ESG investment 
team. The score is calculated by combining several data inputs 
within a proprietary framework in which different ESG factors 
are weighted according to how material they are for each 
sector. These scores help our portfolio managers to see how 
companies rank in a global context, which helps them to flag 
companies with unsatisfactory ESG management and exclude 
them from the portfolio. They are then free to target companies 
with strong ESG risk and opportunity management. 

Business ModelIndustry

1. Best in class 2. Leader 3. Average 4. Below Average 5. Laggard

Example of 
inputs

 . Strong corporate 
Governance

 . Strong 
management 
of the most 
material E&S 
risks, and revenue 
growth from E&S 
opportunities

 . Excellent 
disclosure

 . Good corporate 
Governance

 . Strong 
management of 
the most material 
E&S risks, potential 
revenues from E&S 
opportunities

 . Good disclosure

 . Governance is 
generally good, 
but some minor 
concerns

 . Mixed 
management of 
E&S risks

 . Disclosure in line 
with regulatory 
requirements

 . Known 
governance 
issues/poor 
treatment 
of minority 
shareholders

 . Limited oversight 
of key ESG issues

 . Evidence of some 
financially material 
controversies

 . Severe 
governance 
concerns

 . Poor treatment 
of minority 
shareholders

 . Many financially 
material 
controversies

For illustrative purposes only.

5 key components of quality that our analysts assess for all companies under coverage
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For more information visit abrdn.com

IMPORTANT INFORMATION FOR ALL AUDIENCES: 
abrdn offers a variety of products and services intended solely for investors from certain countries or regions. Your country of legal residence will determine 
the products or services that are available to you. Nothing in this document should be considered a solicitation or offering for sale of any investment 
product, service, or financial instrument to any person in any jurisdiction where such solicitation or offer would be unlawful.

The above is for informational purposes only and should not be considered as an offer, or solicitation, to deal in any of the investments mentioned herein. 
abrdn does not warrant the accuracy, adequacy or completeness of the information and materials contained in this document and expressly disclaims 
liability for errors or omissions in such information and materials. Some of the information in this document may contain projections or other forward-
looking statements regarding future events or future financial performance of countries, markets or companies. These statements are only predictions 
and actual events or results may differ materially. The reader must make his/her own assessment of the relevance, accuracy and adequacy of the 
information contained in this document, and make such independent investigations, as he/she may consider necessary or appropriate for the purpose 
of such assessment. Any opinion or estimate contained in this document is made on a general basis and is not to be relied on by the reader as advice. 
Neither abrdn nor any of its agents have given any consideration to nor have they made any investigation of the investment objectives, financial situation 
or particular need of the reader, any specific person or group of persons. Accordingly, no warranty whatsoever is given and no liability whatsoever is 
accepted for any loss arising whether directly or indirectly as a result of the reader, any person or group of persons acting on any information, opinion or 
estimate contained in this document. 

Notice to Investors in the United States: In the United States, abrdn is the marketing name for the following affiliated, registered investment advisers: 
Aberdeen Standard Investments Inc., Aberdeen Asset Managers Ltd., abrdn Australia Limited, Aberdeen Standard Investments (Asia) Ltd., Aberdeen 
Capital Management LLC, Aberdeen Standard Investments ETFs Advisors LLC and Aberdeen Standard Alternative Funds Limited. 

Notice to Investors in Canada: abrdn is the marketing name in Canada for Aberdeen Standard Investments (Canada) Limited, Aberdeen Standard 
Investments Luxembourg SA, Standard Life Investments Private Capital Ltd, SL Capital Partners LLP, Standard Life Investments Limited, Aberdeen Standard 
Alternative Funds Limited, and Aberdeen Capital Management LLC. Aberdeen Standard Investments (Canada) Limited, is registered as a Portfolio 
Manager and Exempt Market Dealer in all provinces and territories of Canada as well as an Investment Fund Manager in the provinces of Ontario, Quebec, 
and Newfoundland and Labrador. 

© 2021 This material is owned by abrdn or one of its affiliates. This material is the property of abrdn and the content cannot be reproduced or used in any 
way without our authorization. This material is the property of abrdn and the content cannot be reproduced.

Engagement
Engagement with companies’ management teams is a key 
part of our research process and ongoing stewardship. It 
provides us with a more holistic view of a company, including 
current and future ESG risks that the firm needs to manage and 
opportunities from which it may benefit.

It also provides the opportunity for us to discuss any areas of 
concern, share best practices and drive positive change. 

These three priorities inform our process for engagement:
 . The use of the ESG House Score
 . Bottom-up research insights from investment teams across 

asset classes
 . Areas of thematic focus from our company-level  

stewardship activities

All Equity

Invests in best ideas across the market 
and integrates ESG into the investment 

process to make better informed 
investment decisions

Integrated 
Investor

Source: abrdn, November 2020. For illustrative purposes only.

Sustainable 
Investor

Impactful 
Investor

ESG Integration across all strategies

Stocks selected across all strategies are identified as financially attractive

The Sustainable Leaders Equity Strategy is part of our suite of Responsible Investment Approaches

Sustainable Leaders

Invests in companies identified as 
leaders in managing their ESG risks  

and opportunities

Equity Impact

Invests in companies that deliver 
products/services with a measurable 

social and environmental impact


