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Sustainable and Responsible
Investment (SRI) Corporate
Bond Approach
Aberdeen Standard Investments’ SRI Credit strategies seek to deliver long-term performance by
allocating capital to companies which demonstrate strong management of their environmental,
social and governance (ESG) risks and opportunities.
Their goal is to make a positive difference – for our clients, society and the wider world. It’s about
investing in companies doing the right things to create portfolios that will help our clients achieve
their long-term financial goals.
Our SRI credit portfolios are underpinned by our well established
active management approach of security selection tailored to the
overall environment, which combines fundamental and ESG
considerations into our individual name, sector and top down
portfolio construction decisions. An assessment of a company’s
sustainability is supported by a deeply embedded ESG framework
utilising on-desk credit and integrated central ESG resources.

Assessment criteria
The investment universe is screened to target sustainable business
practices. This is achieved by applying exclusionary Binary and
Active ESG criteria.

Our SRI credit strategies will:

Binary exclusion
Screening companies based on controversial business activities.
These are defined as companies that:

• Exclude companies identified as not having sustainable
business practices. This is achieved through a set of ‘Binary’
exclusions, which identify controversial business activities and
‘Active’ exclusions which identify companies rated poorly based
on their management of ESG risks within their business.

• Are involved in Conventional Weapons (revenue of 10%
or more)

• Engage with companies to gather a forward looking insight
into management of ESG risks, opportunities and actively
influence the management of these factors in line with best
practice standards.
• Target a carbon footprint that is lower than their benchmarks.

• Have failed to uphold one or more principles of the
UN Global Compact1
• Are involved in Controversial Weapons (any tie)

• Are a producer of Tobacco (revenue of 10% or more)
• Are involved in Thermal Coal Extraction (revenue of 5%
or more)
• Are involved in Unconventional Oil and Gas (revenue of
10% or more)

The outcome is a portfolio that integrates ESG into every step of
the investment decision-making process, thereby avoiding
companies with weak ESG performance or exposure to
controversial activities, in order to generate attractive long-term
financial returns in a sustainable way.

1

The UN’s Global Compact is the world's largest corporate sustainability initiative. It is a call to companies to align strategies and operations with universal principles on human rights, labour,
environment and anti-corruption, and take actions that advance societal goals.
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Active exclusion
Excluding companies rated poorly - based on their management of ESG risks within their business. This is drawn from the insights of our
credit analysts and central ESG investment team. In this regard, there are a number of inputs available to screen the investment universe:
ESG House Score
Our SRI credit strategies use our proprietary ESG House Score, developed by our central ESG investment team, to identify companies
with potentially high or poorly managed ESG risks. The score is calculated by combining a variety of data inputs within a proprietary
framework in which different ESG factors are weighted according to how material they are for each sector and region. This allows us to
see how companies rank in a global context. Our SRI Credit strategies exclude companies with the highest ESG risks, as identified by the
ESG House Score, in sectors identified as medium or high risk by our central ESG investment team.
Risk sector classification
Sectors are classified using industry data and internal analysis of quantified risks relating to climate change, human rights, environment,
labour issues and business ethics. The overall rating is determined by the central ESG Investment team and in consultation with relevant
sector analysts in credit and equity teams. The objective is to assign a risk classification for each sector: high, medium or low.
High-Risk Sector

Medium-Risk Sector

Low-Risk Sector

Examples
• Construction materials
• Mining
• Oil and gas
• Gas and electricity utilities
• Autos

Examples
• Real Estate
• Food distributors
• Healthcare services
• Industrial machinery
• Banks

Examples
• IT consulting
• Advertising
• Leisure products
• Renewable electricity

Credit ESG Risk Rating
Owned and defined by credit analysts. This indicator is used to assess how impactful we believe ESG risks are likely to be to the CREDIT
QUALITY of the issuer now and in the future. Key drivers of an analyst’s assessment include:
• Inherent ESG risks of the sector of operation
• Materiality of these risks
• Judgement on the timeframe over which ESG risks may have an impact
• How well management controls and plans around these risks and treats their various stakeholders
Companies are rated Low, Medium or High. A Credit ESG Risk Rating of ‘High’ indicates that there are potentially significant risks whose
impact and timeliness could negatively impact the credit profile. Combining these factors, the active exclusions are then applied.
Universe filtered through robust proprietary ESG House Score and Credit ESG Risk Rating
Key factors
• Companies receive an ESG House
score between 0 and 100 (higher
is better)

• Companies receive a Credit ESG
Risk Rating: Low, Medium, High
Exclusions
• Companies with a rating of 45 and
less and operate in High or Medium
risk sectors
• Companies assigned a High Credit
ESG Risk rating (regardless of sector)

High
Risk Sector

• Sectors classified by risk: Low
Medium, High

ESG House Score (higher is better)
45
55

0

Medium

Excluded

Investable
(Watch List)

Investable

Low

Excluded: Company Assigned High Credit ESG Risk Rating
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Scope 1 emissions are direct emissions from owned or controlled sources. Scope 2 emissions are indirect
emissions from the generation of purchased energy.

100

Engagement

Carbon Footprint

Engagement with company management teams is a key part of our
research and investment process and a key facet of our overall
stewardship programme. It provides us with a more holistic view of
companies, including current and future ESG risks that need to be
managed, as well as potential beneficial opportunities. This stage
also provides the opportunity for us to discuss any areas of
concern, share best practice knowledge and drive positive
changes. The priorities for engagement are established based on:

When building the portfolio we will target a lower carbon footprint
compared to the benchmark. This is measured by having a lower
combined ‘scope 1’ + ‘scope 2’ emissions2.

• Materiality of holdings (i.e. size)

• Company engagement – cross-asset class engagement to
gather forward looking insights and drive positive change.s

• ESG issues that are considered a key driver of the credit profile
of a company.
• An ASI Watch List which includes:
• Companies with ESG House Scores between between 45 and
55 and operating in ‘High’ and ‘Medium’ risk sectors.
• Negative ESG house score rating movements.
• Hot topics – reactive engagements relating to any negative
news events.

Summary of our Sustainable and Responsible
Investment approach:
• ESG research integration – ESG credit assessment supported by
analyst ESG tool kit.

• ESG exclusion criteria – companies identified as having the
poorest management of ESG risks are excluded based on binary
and active ESG criteria.
• Portfolio construction – targeting a lower carbon footprint
compared to the benchmark and factoring thematic ESG themes
into portfolio positioning.

Our capabilities
We have a market-leading, 50-strong Responsible Investment
team. This highly experienced and well-resourced group
undertakes sector and thematic research, engagement and voting
activity. ESG specialists are also embedded in each team.
We believe our success lies in our ability to connect across teams,
geographies, public and private markets to generate superior
investment solutions for our clients.
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Important Information
Past performance is not a guide to future results. The value of investments, and the income from them, can go down as well as up
and clients may get back less than the amount invested.
The views expressed in this document should not be construed as advice or an investment recommendation on how to construct a
portfolio or whether to buy, retain or sell a particular investment. The information is being given only to those persons who have received
this document directly from Aberdeen Asset Managers Limited or Standard Life Investments Limited (together “Aberdeen Standard
Investments”) and must not be acted or relied upon by persons receiving a copy of this document other than directly from Aberdeen
Standard Investments. No part of this document may be copied or duplicated in any form or by any means or redistributed without the
written consent of Aberdeen Standard Investments.
The information contained herein including any expressions of opinion or forecast have been obtained from or is based upon sources
believed by us to be reliable but is not guaranteed as to the accuracy or completeness.
Any data contained herein which is attributed to a third party (“Third Party Data”) is the property of (a) third party supplier(s) (the
“Owner”) and is licensed for use by Standard Life Aberdeen*. Third Party Data may not be copied or distributed. Third Party Data is
provided “as is” and is not warranted to be accurate, complete or timely. To the extent permitted by applicable law, none of the Owner,
Standard Life Aberdeen* or any other third party (including any third party involved in providing and/or compiling Third Party Data) shall
have any liability for Third Party Data or for any use made of Third Party Data. Neither the Owner nor any other third party sponsors,
endorses or promotes the fund or product to which Third Party Data relates.
*
Standard Life Aberdeen means the relevant member of Standard Life Aberdeen group, being Standard Life Aberdeen plc together with
its subsidiaries, subsidiary undertakings and associated companies (whether direct or indirect) from time to time.

Aberdeen Asset Managers Limited is registered in Scotland (SC108419) at 10 Queen’s Terrace, Aberdeen, AB10 1XL, Standard Life
Investments Limited is registered in Scotland (SC123321) at 1 George Street, Edinburgh EH2 2LL, and both companies are authorised and
regulated in the UK by the Financial Conduct Authority.
This content is available in the following countries/regions and issued by the respective entities detailed below:
Europe, Middle East and Africa
United Kingdom (UK): Aberdeen Asset Managers Limited, registered in Scotland (SC108419) at 10 Queen’s Terrace, Aberdeen, AB10 1XL.
Standard Life Investments Limited registered in Scotland (SC123321) at 1 George Street, Edinburgh EH2 2LL. Both companies are
authorised and regulated in the UK by the Financial Conduct Authority. Austria, Cyprus, Denmark, Finland, France, Germany, Gibraltar,
Greece, Iceland, Ireland, Italy, Luxembourg, Malta, Netherlands, Norway, Portugal, Spain, and Sweden: Aberdeen Asset Managers
Limited, registered in Scotland (SC108419) at 10 Queen’s Terrace, Aberdeen, AB10 1XL. Standard Life Investments Limited. Registered in
Scotland (SC123321) at 1 George Street, Edinburgh EH2 2LL. Both companies are authorised and regulated in the UK by the Financial
Conduct Authority. Switzerland: Aberdeen Standard Investments (Switzerland) AG (“ASIS”). Registered in Switzerland under company no.
CHE-114.943.983. Registered Office: Schweizergasse 14, 8001 Zurich. ASIS holds a distribution licence from FINMA. Abu Dhabi Global
Market (“ADGM”): Aberdeen Asset Middle East Limited. Regulated by the ADGM Financial Services Regulatory Authority. Aberdeen Asset
Middle East Limited, 6th floor, Al Khatem Tower, Abu Dhabi Global Market Square, Al Maryah Island, PO Box 5100737, Abu Dhabi, United
Arab Emirates. South Africa: Aberdeen Asset Managers Limited (“AAML”). Registered in Scotland (SC108419) at 10 Queen’s Terrace,
Aberdeen, AB10 1XL. AAML holds a Category I financial services provider (FSP) licence in terms of the Financial Advisory and Intermediary
Services Act, 2002, (FAIS) under licence 43675.
Asia-Pacific
Australia and New Zealand: Aberdeen Standard Investments Australia Limited ABN 59 002 123 364, AFSL No. 240263. In New Zealand to
wholesale investors only as defined in the Financial Markets Conduct Act 2013 (New Zealand). Hong Kong: Aberdeen Standard
Investments (Hong Kong) Limited. This document has not been reviewed by the Securities and Futures Commission. Indonesia: PT
Aberdeen Standard Investments Indonesia. PT Aberdeen Standard Investments Indonesia is an investment manager license holder,
registered and supervised by the Indonesia Financial Services Authority (OJK). Japan: Aberdeen Standard Investments (Japan) Limited
Malaysia: Aberdeen Standard Investments (Malaysia) Sdn Bhd, Company Number: 690313-D. The People’s Republic of China (“PRC”):
Aberdeen Standard Asset Management (Shanghai) Co., Ltd in the PRC only. Taiwan: Aberdeen Standard Investments Taiwan Limited,
which is operated independently, 8F, No.101, Songren Rd., Taipei City, Taiwan Tel: +886 2 87224500. Thailand: Aberdeen Standard Asset
Management (Thailand) Limited. Singapore: Aberdeen Standard Investments (Asia) Limited, Registration Number 199105448E.
Americas
Brazil: Aberdeen Standard Investments is the marketing name in Brazil for Aberdeen do Brasil Gestão de Recursos Ltda. Aberdeen do
Brasil Gestão de Recursos Ltda. is an entity duly registered with the Comissão de Valores Mobiliários (CVM) as an investment manager.
Canada: Aberdeen Standard Investments (Canada) Limited, (“Aberdeen Standard Investments”), 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.
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