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As we look back on 2021, and the impact of another
year dealing with Covid, we must be very mindful
of the effects that Covid, together with alarming
geopolitical challenges and the rising cost of living
continue to have on people’s lives and economies
around the world. Through our long-term approach
to investment and detailed understanding of the
companies in which we invest, we continue to focus
on our responsibilities as stewards of our clients’
capital during such turbulent times.

policies, and set clear targets for corporate social
responsibility. In addition, we made a permanent
move to a hybrid operating model, giving colleagues
the flexibility they desire. And despite the
challenges of coming together for group fundraising,
our colleagues raised an impressive £70,000 for our
Charitable Foundation with an additional £75,000
contributed through our ‘give as you earn’ scheme –
helping the Foundation donate over £770,000 to 88
charities.

As a business, the past two years have given us
the opportunity to embrace new ways of working
and explore ways we can improve. We have
reflected on how we can instigate the growth
and diversification of our business, enhance our
ability to provide clients with superior service,
products, and communication, and play our role in
influencing change on the significant societal and
environmental issues we all face.

A continuing focus on stewardship for all our
stakeholders remains central to our culture. In the
past year we have made further significant progress,
including becoming a signatory to the Financial
Reporting Council’s (FRC) Stewardship Code. The
Code “sets high expectations for how investors
invest and manage money on behalf of UK savers
and pensioners and how this leads to sustainable
benefits for the economy, the environment and
society". We are proud of all that we have done over
the past year; as stewards of our clients' capital, as
responsible investors and as active supporters of
the communities in which we work. We recognise
that there is more to do and that the stewardship
agenda is growing at an exponential rate. By working
closely with our stakeholders, Artemis will not
only rise to future challenges, but will explore and
discover new opportunities as well.

Notable developments in the year include: a newly
consolidated client service team; the restructuring
and strengthening of our Fixed Income team; the
launch of our first impact fund (The Artemis Positive
Future Fund); elevating our voice and using our vote
to influence change; and the introduction of our
responsible investing stamps. These stamps provide
our clients with a clear assessment of our approach
to stewardship across our range of funds.
It is also important that we engage with our
colleagues to understand what working at Artemis
means to them. In 2021, we undertook a colleague
engagement survey, implemented new parental
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About Artemis

Artemis is owned by its UK-based management team and Affiliated Managers Group (AMG). AMG is a US-based international investment
management company listed on the New York Stock Exchange. Artemis is strategically and operationally independent of AMG and AMG is not
involved in the day-to-day running of the business.

Our purpose – to help clients meet their investment
objectives by delivering long-term outperformance.

£
Our strategic aims
̥

Support our clients by offering a range of products that can weather the economic cycle;

̥

Increase diversification of flows by growing our fixed income, multi-asset and nontraditional alternative funds; and

̥

Increase diversification of revenue by growing our institutional business.

FOUNDED
IN

1997

UNDER MANAGEMENT

A focus on growth and diversification will ensure the long-term success of our business and
strengthen our ability to maintain and enhance our standing with clients as trusted and active
stewards of their capital.

OWNER MANAGED
BUSINESS

Who we are
Artemis is a leading UK-based investment manager, offering
a range of equity, fixed income and multi-asset investment
strategies which invest in the UK, Europe, the US and around
the world.

We don’t have a top-down approach to investing and we believe
this sets us apart. Each investment team is independent in
determining its investment approach. And yet, the Artemis
culture supports a strong collegiate ethos. Our teams draw
on each other's experience and knowledge, sharing ideas
and insights to achieve a common goal of maintaining and
enhancing our standing with clients as trusted and active
stewards of their capital.

Independent and owner-managed, we are a Limited Liability
Partnership (LLP) with 221 colleagues – including 27 partners
who are fund managers and other key individuals at the firm.
We believe that an LLP structure means we are free from the
(often) short-term demands of shareholders. Being structured
as a partnership enables us to focus entirely on delivering
long-term outperformance and so helping our clients meet their
investment objectives.

We have a clear set of principles that underpin our purpose,
our investment approach and reinforce a client-focused
culture throughout all areas of the business. In addition, our
fund managers invest in their own and their colleagues’ funds,
aligning their interests directly with those of our clients.

As a dedicated active investment house, we specialise in
investment management for both retail and institutional
investors. We manage some £29.3 billion (€34.9bn / $39.7bn)
across a range of funds, two investment trusts and both pooled
and segregated institutional portfolios.

£25.5bn
bn
£29.3

Assets under management
by strategy focus

£22.3
£20.0bn
bn
RETAIL

£7.0
£5.5bnbn
INSTITUTIONAL

FUND MANAGERS’
INTEREST ALIGNED
WITH INVESTORS

UK equities
Europe ex UK equities
Emerging market equities
UK fixed income

US equities
Global equities
Global fixed income
Multi assets

Client by region

of which

221 43

UK
Europe , Middle East and Africa
Other

Clients come first
We aim to deliver superior performance for our clients over the long term. In doing so, we are responsive to our clients’
expectations, treat them fairly in every interaction and communicate with them in an open and transparent manner.

Collaboration

COLLEAGUES

Assets under
Management by region

We believe in creating a collegiate environment that helps to deliver favourable client outcomes.
At Artemis, we promote positive interactions, co-operation and teamwork across all levels of our
business and across different functions.

OFFICES IN

Integrity and Accountability
The character of our people, across all areas of our business, is as important as their
technical expertise. We believe all individuals must have integrity, be accountable
for their areas of responsibility and demonstrate effective risk management at all
times. We aim to attract, develop and retain the best people, who all see Artemis as
a desirable place to work.
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UK
Europe
North America

Emerging markets
Asia Paciﬁc

LONDON
EDINBURGH
MUNICH
ZURICH

All figures included in this report are as at 31 December 2021, unless otherwise stated.
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INVESTMENT
PROFESSIONALS

During 2021, we also shared with colleagues details of our
planned, in motion, and already executed corporate social
responsibility (CSR) actions. This included an update on
our progress towards net zero from Planet Mark1 – we are
members of Planet Mark's ZeroBy30 programme which aims
to help organisations create a pathway to net-zero by 2030.

Engaging with our colleagues
As our business grows, we have taken steps to ensure our
colleagues can share what it means to them to work at
Artemis. During 2020 and 2021, we undertook several wellbeing initiatives and pulse surveys. As a result of feedback,
we have now adopted a permanent hybrid operating model
– giving those colleagues who wish, the flexibility to work
remotely up to two days a week. We have also put in place
an allowance to enable all new joiners to take advantage of
our hybrid model by providing them with the appropriate
technical equipment.

Our corporate social responsibility
At Artemis, our aim is to be an organisation that all
our stakeholders are proud to be associated with. Our
stakeholders include our colleagues, our clients, our local
communities, and the regulators that oversee our business.

At the end of 2021, we undertook our first all colleague
engagement survey. 86% of our colleagues responded to
the survey, allowing us to gain a real insight into how our
colleagues are feeling. Our ‘engagement score’ of 68% means
that we can be proud of the many positives our colleagues
fed back on: teamwork and ownership, reconnecting with
colleagues, and our commitment to social responsibility.
However, we recognise there are areas we need to address.

As an asset manager, our biggest contribution to these
efforts is through our investment processes and engagement
with investee companies, as outlined in this report. For more
information about how we are working to meet the same
standards internally as we expect of the companies in which
we invest, you can read our annual CSR Report2. This report
outlines our CSR goals for the next few years in climate and
environment; diversity, equity and inclusion; and our societal
impact. The report also details the work and ethos of the
Artemis Charitable Foundation and the initiatives we support
to engage our colleagues with its aims.

Having shared and discussed the survey results with
colleagues, our focus in 2022 is on three areas where we
believe we can have the greatest impact and potential for
positive and lasting change. The focus areas are:
̥ career development and progression
̥ recognition
̥ colleague communication and engagement
In March 2022 we established a colleague forum which is
gathering ideas and formulating action plans for change.

An overview of our Charitable Foundation in 2021

£770,000

£35,000

OVER
DONATED TO

DONATED TO GLOBAL

DISASTERS AND
EMERGENCIES

88 CHARITIES

143 (65%) COLLEAGUES
TOOK PART IN CHARITY
CHALLENGES
52 (24%) COLLEAGUES
VOLUNTEERED
WITH PARTNER
ORGANISATIONS
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£70,000

OVER
RAISED BY COLLEAGUES THROUGH

FUNDRAISING
CHALLENGES
£75,000

OVER
GIVEN BY COLLEAGUES VIA

GIVE AS YOU EARN

https://www.planetmark.com/member/artemis/
https://www.artemisfunds.com/en/about-artemis/corporate-and-social-responsibility

Our annual investor survey provides a formal means by
which we receive direct feedback from our clients on their
experience of investing with us. In 2021, we received 966
responses to the survey in which we asked questions
related to matters such as: understanding risks, investment
processes, fees and charges; performance; value for
money; and client service experience based on factors
such as our ability to resolve queries efficiently, speed
of response, and website usability. When asked if they
would recommend Artemis to family, friends or colleagues,
29% of respondents indicated they would not provide an
investment recommendation on principle. Of the remaining
686 respondents, we’re pleased that 97% said they would
recommend Artemis.

̥ Following client consultation we introduced negative
screening to the recently re-named Artemis Income
(Exclusions) Fund and changed the SmartGARP
Institutional Global Equity Fund so that a key feature of
the fund is consideration of whether companies' current
and expected future activities are aligned with the goals
of the Paris Agreement. In February 2022, this fund was
renamed the Artemis SmartGARP Paris-Aligned Global
Equity Fund.
̥ In the summer of 2021, we received feedback from some
European intermediaries that they had a preference
for funds that meet the disclosure requirements of
Article 8, as the EU’s Sustainable Finance Disclosure
Regulation (SFDR) came into force. We explored which
strategies met or could evolve to meet the Article 8
requirements. For those that did, the following work
was undertaken: changes to the prospectuses, the
introduction of explicit exclusions, specific disclosures
on sustainability characteristics promoted in each
strategy and communicating these changes to clients.
SFDR is designed to help institutional asset owners
and retail clients understand, compare and monitor the
sustainability characteristics of investment funds by
standardising disclosure.

We believe an essential part of our role as fund managers is to
determine if value is being provided to our clients. In addition
to the detailed review of our approach to stewardship and
ESG included in this report, we provide an ‘assessment of
value’ for the funds we manage. The Assessment of Value
(AoV) Report considers performance, costs and charges, and
services when determining whether value has been delivered.
You can find our AoV Report on our website.1
In 2019 we embedded some ‘assessment of value’ based
questions into the investor survey and the responses fed into
our first AoV report. Since then, we have asked clients for
feedback on this report. Responses to these questions have
provided the strongest rationale for some of the decisions
we made. For example, an area for improvement identified
in our 2020 survey was that some of our clients commented
that they had difficulty understanding the ongoing charges
on our funds, which is an industry-wide problem. In response
to this, we published information on our website2 explaining
the various elements which make up this figure, along with
explanations of other costs and charges involved in investing,
for example performance fees and transaction costs. In our
2021 survey, the majority of our clients fed back that they
believe the fees and charges applicable to our funds are clear
and understandable. While a positive shift, it was clear we still
had more work to do to support our clients’ understanding of
our fees and charges. We continue to explore ways to engage
with our clients and review our Understanding Fund Charges
section of our website which provides our clients with an
explanation of the charges and costs involved in investing in
our funds, and the different unit and share classes available.

We have recently developed new features on our website
including the expansion of our Investment Insights section
and the introduction of a new Stewardship and ESG
section. We are continuing to expand this, particularly with
explanations about further fund ESG methodologies. We
recognise that the needs, knowledge and awareness of
private investors, advisers/wealth managers and institutional
clients on matters specifically related to stewardship are
often different and so we flex our approach accordingly.
One way we sought to improve how clients can assess
and understand our approach to stewardship across our
investment strategies was through the introduction of our
responsible investing stamps. You can read more about this
on page 12.
During 2021, we undertook a review of the activities of our
client-facing teams. The aim of this review was to ensure we
continue to meet the needs of our clients and that we adapt
to the growth and diversification taking place in our business.
At the end of the year, we took the step to consolidate our
client service activities into one team with a dedicated head
of department. We believe this simplified model will mean we
can continue to provide our clients of today, and in the years
to come, with high quality products, meaningful insights and
superior service.

We use a variety of channels to communicate with our
clients and their professional advisers including in person
/ virtual meetings, formal reports (quarterly/half yearly/
annually), the investor survey, our website, social media,
regular newsletters, videos, this Stewardship Report and
our Assessment of Value Report. As a business, we consult
extensively with our clients to ensure we are listening to,
and acting upon, their feedback. For our institutional clients,
this is predominantly through one-to-one conversations or

1
2
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via consultants. Direct engagement with retail clients tends
to be more standardised. Given the diverse range of end
clients we have, across retail and institutional, investment
timeframes also vary. Our products are designed to meet
a range of investor needs. Here are some examples of our
client engagement:

Engaging with our clients

https://www.artemisfunds.com/en/gbr/investor/funds-and-prices/assessment-of-value
https://www.artemisfunds.com/en/gbr/investor/funds-and-prices/fund-charges
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Chief Investment Officer
When I joined Artemis in March 2022, I was delighted
to see the long-term responsible approach to
stewardship, investment and client outcomes.
On stewardship specifically, it was clear that a lot
of great work had been undertaken by the whole
investment team and my predecessor Matthew
Beesley. I have a strong base upon which to build.
Environmental, social and governance (ESG) factors
and stewardship impact all aspects of our business
and everyone here at Artemis has a role to play in
helping us demonstrate a cohesive and progressive
message to our clients and our broader societal
stakeholders.
As an industry, we need to do more. In addition to
developing and enhancing our own commitment to
stewardship, we recognise that a collective approach
is required to achieve the necessary step-change.

“Stewardship is the responsible allocation, management and oversight of capital to create long-term value
for clients and beneficiaries leading to sustainable benefits for the economy, the environment and society”
We participate actively in industry-wide initiatives to
promote continued improvement of the functioning
of our industry, and this is an area where we will do
more, and be more visible.
The pace of change in the stewardship agenda
means that we, as an industry, will be under more
scrutiny to demonstrate authenticity and integrity
in our reporting and quality and consistency in our
delivery. We will be required to be more transparent,
comprehensive and accountable.
There is still much more we can do to publicly
articulate what Artemis stands for; in the products
and services we offer clients, in the way we treat our
colleagues, and in how we operate as a business.

Paras Anand
Chief Investment Officer

The UK Stewardship Code 2020, Financial Reporting Council (FRC)1

Stewardship at Artemis
Antonia Stirling

Introduction

Antonia joined Artemis in 2019 as Co-head of Stewardship. She
came from Standard Life Aberdeen, where from 2010 she was
Head of Corporate Stewardship. Before that, Antonia spent five
years at Deloitte and became ACA qualified. She holds an MA
in Human Sciences from the University of Oxford. Antonia also
holds the Certificate in ESG Investing from CFA UK.

As a firm, Artemis believes stewardship activities contribute
to better performing companies and therefore returns for our
clients. Stewardship is a fundamental element of our approach
across all investment strategies. Whilst individual strategies
are distinctive, views and ideas are shared across investment
teams. The stewardship team supports fund managers by
providing insight, research and analysis, discussion and
challenge on ESG and stewardship matters.

Biographies of our fund managers, analysts and senior
management are available on our website2 via the About
Artemis menu.

During 2021, we achieved signatory status from the FRC for our
2020 Stewardship Report. Since then, we have considered the
feedback from the FRC on how we can further demonstrate our
stewardship activities and outcomes. Improvements made to
this year's report based on the feedback received include more
detailed disclosure on: our firm's purpose, strategy and culture;
how we serve our clients and receive and act on feedback; the
geographical distribution of our client base and assets under
management; the review and assurance process for this report;
engagement timelines, outcomes, escalation approach and
further details on example votes for our specific investment
strategies; and our approach to managing conflicts of interest
and monitoring service providers.

Overall approach to stewardship
At Artemis, our approach to stewardship brings together our
investment teams; our responsible investing stamps; and
our clear principles to put our clients first and to collaborate
across all levels of our business.
Our stewardship team is specifically dedicated to supporting
our fund managers by providing insight, research and
analysis, discussion and challenge on ESG and stewardship
matters including:
̥ Identifying and incorporating a wider set of risks and
opportunities into investment processes including ESG
factors.

We have also continued to make progress across several areas
including client service and communication, ESG product
development and transparency of our approach to stewardship
across our fund range.

̥ Monitoring and escalating issues with companies and
exercising shareholder rights at company meetings.
̥ Working collaboratively to develop and promote best
practice internally and across the industry.

Inez Oliver and Antonia Stirling
Co-heads of Stewardship

During 2021, we made significant progress across several
areas, including:

Our stewardship team

̥ How we approach stewardship across each of our
investment strategies - an overview of this can be found
from page 16 onwards

Inez Oliver
Inez joined Artemis in 2005 and is Co-head of Stewardship. She
has a degree in information systems and management from
the University of London; a masters in sustainability from the
University of Cambridge; and an MBA from Imperial College
London. Inez has more than 25 years’ experience in investment
management and holds the advanced certificate in corporate
governance from the Institute of Chartered Secretaries and
Administrators (now known as the Chartered Governance
Institute).

1
2
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̥ Assessment of climate risk in our portfolios in
preparation for meeting our commitment to the Net Zero
Asset Managers initiative - see pages 59-60.

https://www.frc.org.uk/investors/uk-stewardship-code
https://www.artemisfunds.com/en/about-artemis/fund-management-team
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During 2021

Governance of stewardship

Introduced our responsible investing
stamps – a set of criteria that provides an
assessment of our funds’ approach
to stewardship

Became signatories to the

Net Zero Asset Managers initiative
and intend to release our targets later this year
Joined the

Institutional Investors Group on
Climate Change (IIGCC)

Significantly developed and improved the

Investment Risk ESG dashboard
Inve

(working closely with Investment Risk) – which is
(wor
principally a dashboard for use by fund managers
and for investment risk monitoring but available
across the business

Received signatory status from the FRC
for our 2020 Stewardship Report

The 2022 planned launch of our repurposed global fund
aligned with the Paris Agreement; and renaming the
European Opportunities Fund the Artemis European
Sustainable Growth Fund, reflecting the way the
fund is managed

Recategorised a number of
Luxembourg based SICAV funds
which meet the disclosure
requirements of Article 8 and 9

under the EU Sustainable Finance
Disclosures Regulation (SFDR)

Launched our first impact fund

– the Artemis Positive

Futures Fund

Achieved the FNG Siegel label1, a quality standard for
sustainable investments for two of our Luxembourg based SICAV
funds: – Artemis Funds (Lux) - Short-Dated Global High Yield Bond
ee
and Global High Yield Bond. Artemis is one of only three
investment firms to receive this award for high yield
bond funds. Both our funds were also commended
for their particularly ambitious and comprehensive
sustainability strategies

Continued to actively participate and
contribute to industry initiatives including
various Investment Association
working groups, the Investor Forum

Had an internal audit review of the 2020 Stewardship
Report with positive feedback received – and upon our
request, internal audit reviewed the 2021 report prior to

submission to the FRC in April 2022

and SASB Alliance

Improved our internal and external
communication of what we are doing on
stewardship – but recognise this is an area
where we can make significant progress in 2022

Expanded the team – with a junior
stewardship analyst starting in
March 2022

1

The FNG label is not a guarantee of performance or security or an invitation to invest. For more information, visit https://fng-siegel.org
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Overseas and
controls the
management of
the firm

Management
Committee

3 non-executives
&
3 partners

Day to day
operations including
adoption and
implementation of
the firm's cultural
framework

Executive
Committee

8 partners

Oversight of the
firm’s investment
activities and
stewardship role
as fund manager

Investment
Committee

with our corporate goals. All those regarded as material risk
takers in our business are subject to deferral arrangements for
their variable pay, and our fund managers ‘eat their own cooking’
by investing in their own, and their colleagues’, funds.
In 2021, we made progress by ensuring that ESG factors are
included in the job description for the heads of each of our
investment strategy teams, noting that it is their ultimate
responsibility to ensure that the funds within their investment
strategy consider and appropriately embed ESG related
requirements within the investment approach and client facing
communications. In addition, we have worked hard to ensure
that all of our colleagues have a mixture of financial and nonfinancial objectives. For our fund managers, we also introduced
‘evergreen’ objectives, which cover qualitative and quantitative
measures such as outperformance, client communications, risk
& compliance, and behaviour – it is expected that stewardship
and ESG are embedded in this where appropriate.

Other committees:
Risk & Compliance,
Dealing, Product &
Distribution, CASS,
Operations,
Fair Value Pricing

We recognise there is still more that can be done to fully
integrate stewardship and ESG into our performance and
training framework. The arrival of Paras Anand, our new CIO, in
March 2022 signals an opportunity for us to review how we can
continue to develop our approach, with an increasing focus on
stewardship and ESG.

Artemis’ Investment Committee is responsible for the
oversight of our investment activities on behalf of our clients
and our stewardship role as a fund manager. This aligns with
our belief that stewardship should not be viewed separately
from our approach to investment; it must be embedded in
everything we do. Our Chief Investment Officer (CIO) chairs the
Investment Committee and is a member of the firm's Executive
Committee. Membership of the Investment Committee includes
representation from our Stewardship team. The Management
Committee has ultimate responsibility for overseeing the longterm success of the firm and delivery of our strategy.

Since publication of the 2020 Stewardship Report, beneficial
feedback from the FRC and our internal auditors has been
received and reflected on as part of the continued development
of our stewardship reporting.
The feedback (i) provided us comfort over the design,
implementation and operating effectiveness of the processes
and controls in place in relation to our requirements and the
risks associated with compliance to the UK Stewardship Code
2020; and (ii) led us to provide more detail about how we are
integrating stewardship and ESG into our performance
framework and enhancing the level of detail we provide on
conflicts of interest, engagement and how we review and
improve our stewardship reporting.

Stewardship activity and best practice is discussed by the
Investment Committee as a standing agenda item, on a monthly
basis. The Investment Committee is also responsible for our
policies and procedures for meeting our obligations as an active
institutional shareholder, including in relation to stewardship
and reviewing compliance with our stated stewardship policies:
our stewardship policy, voting policy and engagement policy.1 A
formal committee effectiveness review is undertaken annually,
aided by a confidential survey of the views of committee
members. The Chair of the Investment Committee is responsible
on an ongoing basis for ensuring the effectiveness of this
committee in discharging the responsibilities which have been
delegated to it by the Executive Committee.

We also reflected upon feedback which included providing
further detail of our purpose and strategy, engagements and
identifying additional case studies to help illustrate our
stewardship activity.
The findings from the internal audit, together with the feedback
we received from the FRC, have been assessed and
incorporated into the final report where considered appropriate.
We found the feedback from third parties to be very beneficial
and a review of our 2021 Stewardship Report prior to its
submission to the FRC in April 2022 was carried out.

The structure of our business instils a collective focus on
growing our revenues in a responsible and controlled manner,
managing both risks and our costs over the long-term. This
is only achievable if we deliver excellent value to our clients.
Our Remuneration Principles are delivered in practice through
agreed remuneration arrangements that are appropriate to
each individual within the firm. Delivering strong financial
performance and contributing through positive behaviours are
both rewarded through our remuneration arrangements. The
opposite is true when performance or behaviours fall short of our
expectations. Our partners are remunerated through sharing in
the profits we generate and long-term incentive plans aligned
1

https://www.artemisfunds.com/en/gbr/investor/stewardship-and-esg
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The investment teams’ assessment of materiality may differ
due to factors including holding period, portfolio positioning
and construction and risk tolerance, all of which have an
impact on how information is used.

Assessing our funds’ approach to stewardship
We act in clients’ interests to invest in companies which
can create, preserve and enhance value. This involves the
assessment of a broad range of factors which do, or could, have
an impact on returns. Alongside financial considerations we
include ESG considerations in our investment decisions.

Our responsible investing stamps
We manage a wide range of funds, each with its own approach
to investing and the incorporation of ESG factors. Within
the industry, discussions around sustainable investment
labels are gathering pace with the industry, regulators and
third-party data providers working together to provide a
framework to assess the sustainability characteristics of
products in the UK, Europe and elsewhere. In the interim, we
have progressed our ability to challenge, advance and better
articulate our funds’ approach to stewardship, by introducing
a set of criteria to allow us (and thereby our clients) to assess
each fund's approach. The detailed criteria were based
on a number of inputs including the work the Investment
Association (IA) undertook on its Responsible Investment
framework - to which we provided input and support. The
assessment of each fund was performed by a panel chaired
by the CIO to determine which, if any, of our responsible
investing stamps applied. Given ESG Integration is a key
part of the investment process for our fund managers, ESG
integration is the most common stamp. The panel conduct
a semi-annual review to check that the stamps allocated
remain appropriate.

Broadly, this involves consideration of:
̥ how a company’s policies and practices affect the
environment (E);
̥ how a company treats and engages with its employees,
customers, suppliers and communities (S); and
̥ the rules, practices and processes under which the
company is governed (G).
We use several materiality frameworks and research providers
to guide our ESG risk and opportunity assessment including:
̥ the Sustainability Accounting Standards Board (SASB)
̥ MSCI ESG Research
̥ Sustainalytics
̥ Truvalue Labs
̥ sell-side research, and
̥ publically available research and data from other
organisations such as NGOs, research institutes and
industry-wide initiatives.
These sources of information provide valuable analysis
and insight, but they are just one set of inputs into our own
investment evaluations. They supplement our own research
and engagement with companies. Different perspectives are
helpful, but it is the role of our fund managers to integrate
information from multiple sources and come to a decision.

Impact investing

Sustainable investing

ESG integration

Negative screening

A high-level overview of the criteria used for our responsible
investing stamps is set out below:
You can read more about the approach each of our investment
team takes from page 16.

Focus: invest only in assets that have a measurably positive impact on society and the environment alongside a financial return
Risk management: reduce impact risk through investment analysis and engagement with
company management
Measurement: demonstrate the social and/or environmental impact of a company and its
products or services
Focus: prioritise the identification of companies whose products or services have a positive
environmental and/or societal effect
Opportunity and risk: reduce ESG risk via negative screening and/or investment analysis
Measurement: measure sustainability and how changes in this measure affect the decisions the
fund managers make on their investments

Focus: systematically include ESG factors in investment process and decision-making
Engagement: assess companies’ ability to identify important ESG factors and willingness to
address areas of concern which could affect the investment case
Investment decision: ESG factors are assessed alongside financial ones

Focus: systematic way of excluding investments based on the type of industry they are in such
as tobacco, gambling and weapons

Engaging with companies and
voting activity

As stated in our 2020 Stewardship Report, we have been
working to capture more information on our engagement
activity in 2021 and have provided more information on
meetings with companies and our engagement activity on a
range of ESG issues both at firm level (page 15) and within our
individual strategies from page 16. In 2022 we are planning
to develop our internal research and engagement database
to capture more information on our activities and improve
the way in which we share research amongst our fund
management teams.

Engagement with companies is primarily via face-to- face
meetings or calls with senior management, investor relations
and/or members of the board and has consistently formed an
important source of information on which to base investment
decisions1. Most engagement activity is about relationships and
gaining a better understanding of the rationale of management
regarding business risks, opportunities and strategy.
Engagement can also provide insight into a board's capabilities
and dynamics. Although a single engagement event is unlikely
to lead to an investment decision, a series of meetings in
combination with internal analysis will be the key influence
on investment decisions. Therefore engagement is one of the
means by which we develop our understanding of companies,
raise issues with management and monitor subsequent
developments.

Voting decisions are made by fund managers, informed by
their knowledge of the company concerned, any engagement
activity, Artemis’ voting policy and input from external
research providers, notably ISS. While this research is
valuable we would emphasise that we have our own voting
policy and fund managers make the final decision on how
to vote. Due to the nature of our investment strategies, fund
managers from different teams can hold the same stock but,
on occasion, choose to vote differently.

We do not set out a specific engagement plan at the beginning
of each year, rather engagement activity is prioritised on an
ongoing basis both in response to external events and company
actions, and pro-active based on current ESG themes identified
as material such as climate change. Engagement is more
focussed where we have larger holdings either in terms of
portfolio position or if we are a large shareholder, or if we have
specific concerns.

On occasion fund managers may override our voting policy
in particular circumstances where they believe this is
warranted. This can result in voting against management as
well as with management.
For us, voting is an important way in which we exercise our
stewardship responsibilities. We aim to exercise voting
rights across all our holdings. ISS provides details on all the
meetings where we are eligible to vote via its proxy voting
platform and through which we submit our instructions.
We are active managers and therefore invest in companies
where we are more likely to support management’s
approach on a range of issues. However, we will vote against
management when we believe this is the best way to signal
that our support is not warranted on a particular occasion.
We often think engagement is a better way of arriving at a
specific outcome.

When we need to escalate our activities, this may involve:
discussions with board members, including the independent
directors and the chairman; writing to companies;
voting against management proposals. We may also use
collaborative engagement with other shareholders or
through industry groups or initiatives where there is likely
to be a better chance of a successful outcome as resources
are pooled in pursuit of broadly similar objectives. More
information on some of the initiatives we have been involved
in can be found on pages 57-58.

For 2022 we have updated our voting approach on
board gender diversity in the UK for large and medium
sized companies and introduced board gender diversity
requirements in Japan. These are in addition to our existing
policy on board diversity in the US and continental Europe.
Following our commitment to the Net Zero Asset Managers
initiative we have introduced an assessment on board
accountability on climate change. More on our approach
to voting and engagement can be found in our voting and
engagement policies available from the Stewardship and ESG
page of our website2 together with our full voting record for
2021.

Escalation activities which we conduct on our own relating
to operational and financial matters, and the execution of
strategy are likely to involve meeting the executive team.
Concerns about board oversight, governance and risk
management tend to be discussed with non-executive
directors. In certain circumstances it may be appropriate
to speak to the chairman or senior independent director.
Escalation strategies have, in the main, focussed on meetings
with the company. A number of the case studies from page
16 have timelines which show engagement over time and the
issues discussed, for example on climate strategy, product
quality and board oversight. Where companies are held across
multiple strategies fund managers often engage together.
We have written letters to non-executive directors at several
companies this year on board diversity. Examples of where
we have voted against management are also set out on the
relevant strategy pages and either follow-on from engagement
or from internal analysis which concludes the company has
not met best practice guidelines. This does not stop us selling
a holding if that is the most effective response.

At the moment, we do not lend stock for Artemis’ funds. If
a client’s custodian does so, we will not recall it for voting
without prior arrangement. We cannot offer investors in
our funds the ability to direct voting. Institutional clients
with their own segregated accounts can discuss voting
requirements with their account director and of course may
make their own arrangements to vote.

1
The exception is our quantitative based investment strategies which use SmartGARP®, Artemis’ in-house proprietary, quantitative model. This analyses many factors,
both company-specific and macroeconomic, to construct a portfolio of stocks. Meeting managements does not form part of this process.
2
https://www.artemisfunds.com/en/gbr/investor/stewardship-and-esg/engagement-and-voting
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Voting & Engagement statistics – where we vote and engage

29.8%

28.7%

21.6%

14.7%

1.0%

Voting statistics

4.2%

Resolutions voted for and against management by region
Region

% for

% Against

Africa & Middle East

95.4%

4.6%

Asia Pacific

91.8%

8.2%

Europe ex UK

91.6%

8.4%

North America

88.5%

11.5%

South America

90.2%

9.8%

UK

98.8%

1.2%

resolutions voted for and
against management by
region (% of total)

Engagement statistics

Data based on resolutions voted and is therefore a reflection of the domicile of the companies in which we were invested.

Resolutions
voted by
category

Anti-takeover related
Director related
Reorganisation & mergers
Capital allocation

Director pay
Other governance
Routine business
Environmental/Social

Votes against
management by
category

Anti-takeover related
Director related
Reorganisation & mergers
Capital allocation

Director pay
Other governance
Routine business
Environmental/Social

Total number of meetings – 1,983

Number of resolutions
voted as percentage of total
number of eligible resolutions

97.7%

Number of meetings voted as
a percentage of total number
of eligible meetings

97.9%

Percentage of votes against
management

6.9%

Percentage of votes against
the Artemis voting policy

0.9%

Percentage of meetings with
at least one vote against
management

38.3%

Our
engagements
by sector

Basic Materials
Consumer Staples
Financials
Industrials
Technology
Utilities

Consumer Discretionary
Energy
Health Care
Real Estate
Telecommunications

Our
engagements
by region

Africa & Middle East
Asia Pacific
Europe ex UK
North America
UK

Source: Artemis, ISS. Routine business includes matters relating to financial statements, audit and auditors, articles of association, dividends.
All data for the year ending 31 December 2021.
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Team-specific approaches to
stewardship and esg integration

̥ Given our long-term focus and the benefit of informed and
authentic engagement, we can invest where we feel that
material change is a realistic possibility.

UK Equities

̥ We exercise all our voting rights where possible and
prefer to take a rounded and practical approach to voting
decisions. While we encourage best practice within our
investee companies our preference is to engage where we
feel change is required. However, voting can be a powerful
tool and we will vote against management when in our view
this is most likely to deliver the best outcome.

ESG integration

UK Income
Investment approach/philosophy
̥ Identify companies that can sustain and grow an attractive
cash flow.
̥ Build a focused yet diverse mix of cash flows.
̥ Secure an attractive long dated dividend stream with a focus on
total return.
̥ Construct a well-diversified portfolio of 50 to 70 holdings, not
overly exposed to any one industry or company.
̥ Appropriately size positions by risk-reward and income, not due
to weighting in the index.

ESG Integration
̥ Our approach is founded on the belief that good or improving
ESG characteristics can lead to a better financial outcome, a
lower cost of capital and long-term value creation.
̥ Thinking about risks to cash flow from competitive threats and
technology has always been at the core of our process and we
are increasingly recognising ESG factors in the process.
̥ The average stock holding period is over six years. This
encourages continual long-term engagement with
management and has also helped us identify stocks where ESG
positives enhance prospects.
̥ To date, we have not sought returns from taking an activist
stance for companies with poor social and/or environmental
factors.
̥ We have sold holdings in previous years where we regard the
ESG issues as insurmountable - not because of a reluctance to
engage for change but because the business operations do not
allow for meaningful change.
̥ ESG factors are increasingly part of a company’s investment
and costs. Given our focus on long-term durable cash flow, our
process encourages these commitments over and above nearterm dividend payments.

Transition plans
We regularly have engagement with senior management
and the board of BP (integrated oil & gas). The appointment
of a new CEO and the subsequent transition strategy has
been a focus of engagement over the last two years. In 2021
we met BP’s head of sustainability to discuss the company’s
transition plans and ambitions. In 2021 topics of note were to
question the environmental credentials of Rosneft, in which
BP, at that point had a 20% shareholding (BP announced its
exit from this investment in February 2022). We discussed
the issue of whether BP could move faster in its green
transition and the practicalities of having a shareholder
register which encompasses a range of views on this subject.
Finally, we expressed the view that the energy transition,
while owned by the board, appears to require more specific
sponsorship at boardroom level. More detail on transition
plans and opportunities are more evident. We supported
the management position with respect to the shareholder
resolution at the AGM in May 2021 although c. 20% of votes
cast did not agree. In our view the company has a clear
transition plan but accepted that it is work in progress.

Total number of company meetings: 111
Voting summary
Meeting overview
Category

Number

Percentage

Votable meetings

62

Meetings voted

61

98.4%

4

6.6%

Number

Percentage

Meetings with at least 1 vote
against management

Proposal overview
Category
Votable items
items voted
items against management

1,033

Engagement

Engagement

Engagement

Engagement

Engagement

1,016

98.4%

February 2020

April 2020

8

0.8%

September
2020

February
2021

November
2021

New CEOdesignate,
energy transition
ambitions &
opportunities

Resilience,
digital &
technology
opportunities,
transition

Transition
plans

Pandemic
and impact
on transition

The pace
of the
transition,
stakeholder
engagement,
Rosneft

Example votes:
Director related - shareholder rights: we supported a
shareholder resolution at Cisco Systems which aimed to
improve shareholders’ ability to nominate directors.

Governance & compliance

Capital allocation: we voted against a resolution at Corbion
which could have reduced our ability to take up additional
shares if new shares were issued.

Indivior (biopharmaceuticals) reached a settlement with
the US Department of Justice (DoJ), with the CEO pleading
guilty to a charge relating to false statements on health
care matters in July 2020. The shares rose 38% on this
announcement. The mistakes have been accepted and
learnt from, with approaches to governance and compliance
significantly improved versus historic practices. The litigation
environment now appears to be ending and management
are confident that the DoJ resolution marks the end of any
meaningful risk. We supported the exit arrangements for the
departing CEO based on the legal advice the company had
disclosed. Indivior’s business purpose remains unchanged:
to enable all patients to have access to evidence-based
treatment for addiction. The number of people suffering from
addiction is materially higher than the number of patients in
treatment.

Director pay: we voted against the remuneration report at Ebro
Foods due to the size of the pay increases and lack of disclosure
on performance metrics. We will continue to engage for further
disclosure of performance measures.

Breakdown of votes against management

Negative screening
In early 2022, following consultation with some of our institutional
clients, we re-named the Artemis Institutional Equity Income Fund.
It is now called the Artemis Income (Exclusions) Fund and excludes
companies which derive more than 20% of their revenues from
tobacco, gambling, weapons and fossil fuels. Further details on this
fund and the precise criteria for the exclusions are available in the
fund prospectus on our website1. Please note we do not have formal
exclusions for the Artemis Income Fund.

Engagement and voting
̥ We do not contract out ESG. We take full responsibility for our
engagement and decisions with the support and experience of
our in-house stewardship team.
1
Artemis Fund Literature, https://www.artemisfunds.com/en/gbr/
institution/resources/fund-literature
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Director related
Director pay
Capital allocation

The company now discloses in its annual report the extensive
measures that have been taken to address environmental
impacts from business. We discussed environmental
disclosure for CDP and future alignment with TCFD, with
specific cases based on manufacturing plants, disclosure
of GHG emissions across the value chain and energy saving
projects.

Case Studies
As long-term holders of investments, we have engaged on
many topics over the years. The case studies below are
examples of recent topics covered for stocks we have held
over many years.

Where we have not voted primarily this was due to local market or regulatory related reasons.
Source: ISS, Artemis for the year to 31 December 2021. Artemis Income Fund.
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Engagement

Engagement

August 2020

March 2021

July 2021

November 2021

DoJ outcomes

New chairman,
moving beyond the
DoJ settlement,
product scaling

Culture &
employee
engagement,
product quality,
selling practices

Product pricing

Investment approach/philosophy
Change in company expectations drives share prices
• Information flow is key to identifying non -consensus investment insights

Furthermore, the company is developing an underground
polyhalite mine in Yorkshire in the UK. Polyhalite is a natural
fertiliser which requires no processing (producing fertiliser
requires significant energy) and also, unlike traditional
fertiliser, when applied is beneficial to the natural biomass.

Improving environmental performance
We have engaged with SEGRO (industrial and warehouse
real estate) over the last 18 months on analysing the
property portfolio on environmental footprint criteria. There
are challenges as in part this is dependent on tenants
providing data on energy usage as supply contacts are the
responsibility of the occupier. The company continues to
engage with tenants about reducing the carbon footprint
through reduced consumption and using green energy.
Retrofitting of properties includes LED lighting to EV charging
points and solar panels. The power source needs to be
renewable for data centres. Intelligent building includes
ongoing monitoring of the facility with the objective of
improving environmental performance. SEGRO can offer
help to smaller occupiers, for example buying for groups or
working with them to invest in solar panels, energy sensors
and more efficient lighting. For new properties green
building certification is less challenging but dependent on
location, using better materials and creating less waste in the
construction phase as well as ongoing energy performance
benefits.

Analysis

Engagement

• Systematic approach is required to collect, collate and act upon insights
• Seek to identify both top down and bottom up insights

ESG integration

• Business analysis – cash flow key

The company has committed to exiting thermal coal over
five years and in our engagement, we asked why this could
not happen more quickly. They explained the importance of
this operation as employers in the South African community
and the importance in handing the assets to a responsible
owner. This divestment was completed in 2021.
Beyond the portfolio mix, the company is on the front
foot in tacking their emissions, energy and water usage.
By 2023 all the South American operations will be run on
100% renewable energy and where possible it is using its
renewable assets to produce green hydrogen to power the
trucking fleet. Water usage has been reduced by investing in
coarse particle floatation processing and by improving the
water infrastructure and quality of water for farming around
mine sites.

ESG integration

UK Select

• Risks and opportunities
• Assessed throughout the
investment process

• Time horizon
Judgement

Engagement

Anglo American (diversified mining) has an attractive
portfolio mix with positions in copper and platinum metals,
both of which are necessary to help in the electrification
of economies. In addition, Kumba, its iron ore business
produces very high-grade ore which significantly reduces
emissions and the carbon footprint of steel production.

• Focus on those factors
which do or could have
an impact on value

• Follow management with good track record
• Match position size with risk/reward
• Maintain investment philosophy under pressure
• Act on new information

ESG Integration

Analysis
•
•
•
•

Internal analysis
Company meetings, visits
Sell-side (brokers, boutiques)
Macroeconomic factors

Idea
generation

Business
analysis
•
•
•
•
•

Judgement
• Future catalysts
• Management track record
• Valuation upside

Stock
selection

Portfolio
construction

Fundamental approach
Cashflow analysis
Stress test key assumptions
Industry and sector dynamics
Focus on balance sheet

Voting

• Diversified
• Free of market cap bias
• Match conviction with position size

ESG integration
Engagement

Engagement and voting

Total number of company meetings: 221

̥ Alongside regular engagement with the executive directors
of a company, we frequently also see non-executive board
members including chairs of boards, sometimes at their
offer but frequently at our request. This helps with ongoing
monitoring of portfolio holdings and where necessary to
escalate concerns.
̥ We often engage pre-investment as part of our due diligence
process. This helps build the investment case and challenge
areas where we need more clarity.

Meeting overview
Category

19

Number

Percentage

Votable meetings

64

Meetings voted

63

98.4%

4

6.3%

Number

Percentage

Meetings with at least 1 vote
against management

̥ Voting is an active part of our process and we exercise our
voting rights across the portfolio where possible. We are
active fund managers running a concentrated portfolio and
therefore are more likely to support management but there
are occasions where we will vote against management where
we believe this will contribute to the improvement we seek.
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Voting summary

Proposal overview
Category
Votable items

966

items voted

949

98.3%

5

0.5%

items against management

Example votes:

ESG integration

UK Special Situations

Director related – board independence: we voted against the
election of some directors at Mitchells & Butlers because
the board and some key committees were not sufficiently
independent.

Engagement

Environment: we supported the management’s approach
at Barclays as it continues to develop its climate strategy,
including carbon reduction targets.
Director pay: we voted against the remuneration report at
National Express as in our view the performance targets for
the long term incentive plan were not challenging enough. We
continue to engage with the company.

Engagement
(including
collaborative)

Voting

Engagement

September 2020

January – April 2021

May 2021

July 2021

Introduction to
Group Head of
Public Policy
& Corporate
Responsibility
(new role)

Climate change
approach, target
setting and scope

Voted to support
management on
climate at AGM

Climate targets
for clients. Work
on extending
financed
emissions
methodology

Social - business practices
Entain – sports betting and gaming
In the last two years (2020-2021) there have been a few changes
to the board, against a background of significant corporate
activity in the sector. The company has been both target and
suitor in several potential and actual transactions. In January
2021, a new CEO was appointed and we met with the Chairman
to discuss this appointment. We continue to seek further
governance and responsible business practice improvements.
Entain’s proprietary technology platform enables a proactive
and preventative approach to customer protection known as
ARC (Advanced Responsibility and Care) and was launched
in the summer 2021. Responsible betting and gaming
performance metrics were introduced for executive pay in 2021.

Breakdown of votes against management

Director related
Director pay
Routine business

Where we have not voted primarily this was due to local market or regulatory
related reasons.
Source: ISS, Artemis for the year to 31 December 2021. Artemis UK Select Fund

Case Studies
We have held the following stocks over a number of years and
all have been subject to considerable change either within
their industry sector and/or as companies individually.
Environment – climate transition plans
Barclays – banks
We have continued our engagement with the management
and board of Barclays as they evolve the bank’s approach to
climate, both risks and opportunities. We have also continued
to engage collaboratively via the Investor Forum on climate
change and sustainability matters in general. Barclays has
committed to be a net-zero bank by 2050 and align financing
in all sectors to the goals of the Paris Agreement. Barclays has
developed a methodology for measuring financed emissions
starting with the energy and power sector and latterly including
cement and metals (aluminium and steel). Barclays was in
the first wave of banks to join the Net Zero Banking Alliance.
However, to achieve a phasing out of fossil fuel financing
across the portfolio in the short term is very challenging and
their approach is to work with clients and companies to enable
them to transition given the difficulties in some of the regions
its clients operate in. We also took the opportunity to discuss
board composition given the activity of an activist shareholder
as well as the departure of the CEO.

Engagement

Engagement

Engagement

February 2021

March 2021

March 2021

Chairman: A change
in CEO, board
composition, regulatory
background for the
industry

Responsible gambling
and customer care
(ARC)

Attracting talented
technology staff
and staff retention,
technology platform
development

Governance – board change
Lookers – motor vehicle dealers
We are a large shareholder and have had many meetings with
senior management and board members over the last three
years. Pushing for improvements to the finance function
ahead of issues raised by the Financial Conduct Authority
(FCA) related to sales practices as well as control issues
discovered by the group’s auditor. Whilst disappointing, we
have been heavily engaged with the board to drive change
within the business and this has resulted in the entire board
being replaced over the last two years. In March 2021 the
board accepted the comments of the FCA relating to the
investigation of the firm’s sales practices and is committed
to continue the progress made to date in transitioning both
the culture and customer experience including new systems,
controls, and process improvements. No sanctions were
applied by the regulators in this matter. The chairman delayed
his retirement from the board to allow more time to seek a
high calibre replacement. We met with the new chairman in
September 2021 to discuss views on past issues and if any
further remedial work was needed. In addition, we sought views
on board skills, relationships with suppliers and changes to
incentive schemes.

Investment approach/philosophy

Capital allocation: we voted for the authorisation to issue
equity at Jet2. Although the placing of shares exceeded
previous agreed limits, we believe this was an effective
mechanism to carry out the transaction given the
circumstances in early 2021.

̥ We look for a business in transition, where a good part of
the value improvement can be internally generated.
̥ The catalyst is typically a new management team.
̥ Outsized returns are possible if the turnaround is executed
well.

Director pay: we voted against the remuneration report at
British American Tobacco due to the salary increases for the
CFO. We supported the remuneration report at AB Foods as
the use of discretion by the remuneration committee was
considered appropriate and the award was reasonable.

ESG Integration
̥ We see the improvement in social and environmental
factors as integral to the financial rehabilitation of any
company we invest in.

Breakdown of votes against management

̥ In addition to our own research, we use several external
data sources to highlight key issues, provide ongoing
monitoring and to inform our engagement priorities.
̥ For some companies ESG may not have been a key focus for
management in the past and hence these companies may
be poorly rated on these factors. Improving disclosure is
often a first step.

Capital allocation
Director pay
Reorganisation & mergers

̥ Our ESG approach aims to encourage behavioural change.
We expect companies to assess and manage the long-term
implications for the business model with a roadmap for
overall improvement.

Where we have not voted, in general this was due to local market or regulatory
related reasons.
Source: ISS, Artemis for the year to 31 December 2021. Artemis UK Special
Situations Fund

Engagement and voting
̥ Meeting the management of the companies in which we
invest is fundamental to the investment process. Personal
knowledge of management is based on experience and
frequent contact, often over many years and sometimes
across multiple companies.
̥ We exercise all our voting rights where possible and
prefer to take a rounded and practical approach to voting
decisions. While we encourage best practice within our
investee companies our preference is to engage where we
feel change is required. However, voting can be powerful
tool and we will vote against management when in our view
this is most likely to deliver the best outcome.

Total number of company meetings: 213
Voting summary
Meeting overview
Category

Number

Percentage

Votable meetings

64

Meetings voted

62

96.9%

2

3.2%

Number

Percentage

Meetings with at least 1 vote
against management

Proposal overview
Category
Votable items

904

items voted

885

97.9%

3

0.3%

items against management
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Example votes:

̥ We aim to profit from the rehabilitation and re-rating of
unloved stocks.
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Case Studies

Sustainability initiatives and disclosures

UK Smaller Companies

Workers on boards

As an airline Jet2 has some significant challenges to
overcome particularly with regards to climate change.
However, we have felt given the company’s financial strength,
high customer satisfaction ratings and commitment to
environmental improvement that it is in a much better
position than most of the airline industry to drive an
improving ESG agenda. That being said, communication of
this position has not been ideal and we have encouraged
management to provide more disclosure on both the
carbon footprint and environmental goals. During 2021 Jet2
published its Sustainability report.

Investment approach/philosophy

In JD Wetherspoon's (restaurants and bars) final results
statement in October we noted that the company was
planning to promote a number of ‘worker directors’ to
the board in order to add operational expertise to board
discussions. We met the chairman Tim Martin and nonexecutive director (NED) Ben Thorne to discuss this initiative
in more detail.
We learnt that the background to the proposal was a
desire to preserve the culture of the business with an eye
on the long term and that, as a result, the board had been
discussing several potential options. The board decided that
two voting worker directors and two non-voting associate
directors provided the most appropriate balance. There were
120 applications for the four positions.

One of the more interesting things from the report is how
much has been delivered already. It was clear from our recent
meeting with the CFO and Sustainability Manager that
environmental improvement is embedded into the business,
but this had not been communicated externally. From 2011 to
2020 they have delivered a 19% reduction in carbon dioxide
(CO2) emissions per passenger kilometre. Against the UK
industry average of 95g of CO2 emitted every kilometre
flown, Jet2 emit 67g. The airline is rated 11th most carbon
efficient airline in the world (out of 200) by Atomsfair2.

We fully support this initiative and with an average of over 20
years’ service with the company we would expect the ‘new’
board members to add significant expertise and experience
to the quality of boardroom discussions.

Engagement

Engagement

Engagement

March 2021

October 2021

November 2021

Disclosure improvements,
employee retention
initiatives, carbon
emissions, supply chain,
product offering

Staff retention, health
& safety

Proposal for
employee members
on the board, board
composition

Going forward amongst a variety of initiatives including
adding more fuel-efficient aircraft, reducing plastic waste and
investing in Sustainable Aviation Fuel (SAF), the company is
aiming to reduce its CO2 per kilometre emissions by a further
10% by 2030 with an aim of carbon neutrality by 2050. We
are encouraged with the level of detail we have received and
this gives us confidence in the deliverability of the targets.
The environmental monitoring is clear at every level of the
business and covers all functions. We are now happy that the
company’s efforts have been set out in a report which gives
investors a clear understanding of its ambitions.

Building a sustainable business strategy
We met with Currys’ (retail electronics) Strategy Director
and Sustainability Manager to discuss progress in building
a sustainable business. This was a relatively new holding for
this strategy.

Bottom-up
Diversify macro risks

Low turnover
3 to 5 year horizon

>1,000 companies of which
about half investible

New entrants

Portfolio

• Good business
• Attractive financials
• Reasonable valuation

~10 per year
REBALANCING
 weighting=  opportunity
+  quality +  risk

• strong business: market position, predictability, longevity, management, focus.
• attractive earnings: cash backed profits, high return on capital, growth, stable/growing margins, low debt.
• realistic valuations and shareholdings by management.

Risks to avoid

Process

Risk as an opportunity

• Accounting red flags

• Early identification

• Asymmetric risk

• Untrustworthy
management

• Challenge

• Timing risk

• Stretched balance
sheets

• CIO risk review

• Technical risk

• Business risk
committee

• Liquidity risk

• Systems

ESG
• Maintain ESG
monitored list
• Review ESG
coverage quarterly
• Active engagement
and voting
• Signatories of
UN PRI

Changes in 2021

̥ Our investment horizon is 3-5 years. ESG analysis is
therefore important in both assessing the opportunities
and risks facing companies over the medium to long
term. We see this as a significant component of both an
initial investment decision and the ongoing monitoring
of investments and is assessed alongside other risks and
opportunities.

̥ We have carried out an extensive review of the ESG
credentials of each company in the portfolio. Guided
by the SASB framework we identified key ESG metrics
for each company and track the disclosure and trend of
these closely. We also reference commentaries from ESG
data providers MSCI ESG Research and Sustainalytics to
help identify any issues our research may have missed.

̥ We believe that good ESG analysis offers us significant
scope for better returns (alpha) given the challenges
of limited stock coverage from traditional research
providers and inconsistent company reporting. Our
approach is based on:

̥ Each company is rated on a traffic light scale (Red/
Amber/Green) for environmental, social, governance,
risks and opportunities, as well as receiving a summary
rating.
̥ This process has highlighted significant opportunities
for our investments to improve their ESG disclosure, as
well as a number of issues (opportunities) that we are
engaging with companies to address (maximise).

• Company specific basis for assessing ESG factors.
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• Change in story
• Takeovers
• Valuation

̥ We look for

• In-house, research-intensive process.
Scope 1: direct greenhouse gas (GHG) emissions from sources a company owns or controls. Scope 2: indirect GHG emissions from the purchase of electricity /power.
Scope 3: other indirect GHG emissions such as use of products, transportation, purchased goods.https://ghgprotocol.org/sites/default/files/standards/ghg-protocolrevised.pdf
2
Atmosfair Airline Index 2018. https://www.atmosfair.de/wp-content/uploads/aai2018-englischfarbe_final_mn.pdf

Disposals

~10 per year

ESG Integration

1

Max 5% in one stock
Not index lead

60-90 stocks

Wide universe

• Concentration of
macro risks

The company has already delivered 80% reductions in
scope 1 and scope 2 carbon emissions since 2014/15 but are
targeting a further 50% reduction by 2030 including scope 31.
Work is ongoing with suppliers and a Go Greener campaign
was launched to help educate customers. Recycling and
repairs have been a feature of the business for many years
and we expect more initiatives in the promotion of a circular
economy in the coming year. Management’s commitment to
sustainability is reinforced by the inclusion of ESG metrics in
annual bonus plans. The weighting of these is being raised
from 30% to 40% in the coming financial year.

ESG integration

• Direct access to management and boards.

23

Engagement and voting

Breakdown of votes against management

̥ Engagement with management and boards is
fundamental to our investment process. We have around
300 company meetings every year. Engagement is used
for fact finding, to exchange views and when necessary
express concerns. Meaningful stock positions in the
companies we invest plus our long-term focus brings
influence.

Director related
Director pay
Routine business

̥ We continued to engage with a number of companies
regarding their remuneration policies, including
discussions with non-executive directors. Our ongoing
ESG monitoring and engagement has yielded changes at
a company level and in our investment decisions.

Voting summary
Meeting overview

̥ Social attributes are a critical driver behind securing new
business with Mears’ not-for-profit customer base. For
the last twenty years, for most large contract tenders, a
significant contributing factor to successfully winning a
contract is a non-financial component.

Percentage

97

Meetings voted

96

99.0%

Meetings with at least 1 vote
against management

14

14.6%

̥ Mears is working with vulnerable people in some of the
most deprived communities in the UK. Community work,
apprenticeship schemes and ‘championing local’ are
some examples of initiatives that Mears undertakes.

Proposal overview
Category

Number

Percentage

Votable items

1,232

items voted

1,230

99.8%

19

1.5%

items against management

̥ Meeting the UK’s climate change targets will require
significant retrofitting of the housing estate (including
the social housing estate) and Mears’s relationships with
Residential Social Landlords and its expertise mean it
is very well placed to undertake and oversee much of
the work that will be required. This opportunity is not
reflected in analyst forecasts or (in our opinion) in the
current valuation of Mears’ shares.

Example votes:
Directors related: we voted against the election of a
director at RPS and Augean given the number of external
director roles held. We abstained at EMIS and Vitec due to
a lack of diversity on the board and Sportech on a lack of
independence on the board.

̥ Board diversity has improved recently and staff turnover
has reduced from 34% in 2017 to 17% in 2020, but we
would like to continue to see improvements in ESG
disclosure.

Director pay: we voted against the remuneration report at
Hollywood Bowl following the decision by the remuneration
committee to retrospectively amend performance conditions
attached to the long term incentive plan. We also abstained
in relation to the re-election of the remuneration committee
chair.
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• Introduction of the Handling Reinforcing Cages
Standard.
• Keller Management System and InSite.
We see this as critical to the long-term success of Keller and
we will continue to engage on this issue.

Mears provides maintenance services to social housing
customers across the UK. We were initially attracted by its
strong market position; long duration contracts; defensive,
largely recurring revenues and its long-term approach and
close relationships with its customers. We have held a
position in Mears for over 10 years. We feel that Mears has
rare authenticity with a business model that gives social
and environmental issues an important role and yet this is
poorly understood by the wider investment community. We
see this as an opportunity for us to add ‘ESG alpha’ as this
knowledge gap closes and the company improves investor
communication.

Total number of company meetings: 300

Votable meetings

• Introduction of a ‘Just Culture’ process.

Case Studies

̥ We vote all our stock where possible and use voting
and engagement in combination to drive change where
necessary.

Number

• Formation of Safety Leadership Committee.

Where we have not voted primarily this was due to local market or regulatory
related reasons.
Source: ISS, Artemis for the year to 31 December 2021. Artemis UK Smaller
Companies Fund

̥ In February 2021 we wrote to the chairs of nomination
committees (or equivalent) to set out our expectations
for board diversity where our portfolio companies did
not appear to be making progress. We appreciate board
diversity can be challenging for smaller companies but
in our view, boards should set out and implement best
practice guidelines.

Category

We have engaged regularly with Keller (engineering and
construction) on the health and safety record over several
years. This is a key issue for this sector in general, but we
believe the new CEO has made significant progress in
prioritising health and safety, improving and standardising
systems and controls and reducing accident rates. Initiatives
included:

Engagement

Engagement

Engagement

Engagement

March 2021

May 2021

August 2021

December 2021

Activist
shareholder
views, attracting
key skills,
commitments on
carbon emissions
reductions.

Reporting,
board share
ownership, retrofit
opportunities,
community
programmes and
apprenticeships.

New
sustainability
team, decarbonisation
efforts, ESG
reporting &
disclosure

Supply chain

Keller has set carbon reduction targets for scope 1 and 21
greenhouse gas (GHG) emissions, but management need to
provide more information on how targets might be met. Work
is ongoing regarding scope 31 GHG emissions, but this is more
challenging and is in large part contingent on the choices
made by their clients.
Our detailed ESG monitoring programme highlighted concerns
with the engineering firm Babcock (health & safety), ECO
Animal Health (audit), motor retailers Lookers (poor customer
satisfaction) and airline Jet2 (risk given upcoming carbon
taxes) amongst others.
We also identified ESG opportunities for Alpha Financial
Markets (launched ESG consulting business), furniture retailer
DFS (strong customer satisfaction), Gleeson (tailwinds from
providing affordable housing), amongst others.
In addition, we identified more than 100 examples where we
considered an ESG metric to be key to a company’s prospects
where the metric is not currently disclosed. We are engaging
with the companies in question to encourage them to
disclose in-line with our priorities in future.
Portfolio position changes
We sold out of our remaining holding in Hargreaves Services
(property and industrial services). The shares had performed
strongly and a recent transaction that shifted its coal
exposure and a significant amount of its debt ‘off balance
sheet’ to a joint venture made us uncomfortable. Hargreaves
retains an economic interest of 86% in the joint venture
(albeit only 49% of the voting rights so does not technically
control). UK banks are increasingly unwilling to finance
activity related to coal so we were concerned that funding
could become a challenge in the future and put an important
dividend stream at risk.

1
Scope 1: direct greenhouse gas (GHG) emissions from sources a company owns or controls. Scope 2: indirect GHG emissions from the purchase of electricity /
power. Scope 3: other indirect GHG emissions such as use of products, transportation, purchased goods.https://ghgprotocol.org/sites/default/files/standards/ghgprotocol-revised.pdf
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European Equities

Sustainable Investing
Sustainable investing
ESG integration
Negative screening

Impact of
sustainability policies
• Strong brand

European Sustainable Growth

• Higher customer loyalty

Investment approach/philosophy

• Ability to attract, train and

̥ Throughout 2021 this strategy (formerly known as Artemis
European Opportunities) has reviewed its approach to
sustainability. The change of name was effective from early 2022.

Impact of
sustainability policies
• Pricing power
• Efficient use of natural
resources
• Greater operational
efficiencies
• Lower employee turnover
• Higher productivity
• Lower fines and
regulatory costs

• Lower customer churn

retain skilled and
engaged employees

• Access to new customers
• Growth in new markets

̥ Over many years, a company’s ability to grow cash flows is the
main determinant of a stock’s performance. When a company
compounds cash flows at a high rate over the long term, its
intrinsic value rises and the share price eventually follows.

Impact of
sustainability policies
• Lower market and
operational risk
• Lower regulatory risk
• Greater access to capital,
financing and insurance

̥ Short-term stock valuation multiples and price performance are
driven by investor sentiment and therefore can be very volatile.
̥ Superior businesses are capital-light, can grow faster than the
economy organically, have high and consistent margins and
generate healthy cash flows.
̥ Companies with attractive economics and superior corporate
social responsibility credentials are better positioned to grow
profitably and sustainably.
̥ Integrating ESG in company analysis helps build a holistic picture
of the company and the long-term risks and opportunities to
profitability.

Financial performance indicators

•

Capital - light business model

•

High and consistent margin

•

High return on cash return on capital employed

•

Ability to reinvest cash - flows at a high rate of return

Sustainability scorecard

•

Valuable product or service

•

Efficient use of external resources

•

Well trained, motivated and engaged employees

•

Able and rational management

̥ Engagement focuses on due diligence and monitoring
and if required escalation on specific issues. However, as
strong sustainability and ESG credentials are necessary
for companies to be included in the fund, the investment
and due diligence process filters out many companies
with material sustainability issues.

̥ By looking at non-financial key performance indicators
such as carbon intensity, employee engagement, voluntary
staff turnover and director shareholdings it helps to build a
more thorough understanding of the company, its business
model, its culture and its competitive advantage.
̥ A strong brand and corporate reputation are key assets to
attract and retain loyal customers and skilled and engaged
employees. Consumers are increasingly focused on
sustainability issues when making purchasing decisions.

̥ The fund manager systematically votes the fund’s
holdings. The majority of votes against management
relate to director and management pay. It is critically
important to align management’s interests and
compensation with long-term shareholder value
creation. As such, it is also a good indication of the
corporate culture.

Negative screening
̥ Companies have a social license to operate.
Governments, regulators and customers are likely to
hold management to account through higher taxes,
regulatory costs and purchasing decisions when
companies fail to meet required standards. For this
reason, the manager excludes companies in breach
of the United Nations Global Compact principles on
human rights, labour rights, the environment and anticorruption from the investment universe. We use MSCI
ESG Research to check that a company's involvement in
controversies does not violate the United Nations Global
Compact principles.

Total number of company meetings: 117
Voting summary
Meeting overview
Category

̥ Companies, which derive more than 10% of revenues
from alcohol, tobacco and gambling are excluded.
Nuclear power generation, weapons or fossil fuels are
also excluded from the investment universe. Further
details on the precise criteria for the exclusions are
available in the fund prospectus on our website1.

̥ Neglecting ESG and sustainability issues can lead to
corporate fines and settlements; environmental externalities
impose reputational, financial, and litigation risk to a
company.
̥ Well-run businesses on the other hand, embrace ESG and act
in the long-term interests of all stakeholders. They are best
placed to create lasting shareholder value.
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Percentage

Votable meetings

43

Meetings voted

42

97.7%

Meetings with at least 1 vote
against management

21

50.0%

Number

Percentage

Proposal overview
Category

Engagement and voting
ESG Integration

Number

Votable items

749

items voted

728

97.2%

53

7.3%

items against management

̥ Engagement with company management of existing and
potential companies in the portfolio is a fundamental
element of the fund’s investment process. Having a
concentrated portfolio enables regular, meaningful
interactions with companies. The fund manager held
more than 100 company meetings in 2021.
1
Artemis Fund Literature
https://www.artemisfunds.com/en/gbr/investor/resources/fund-literature
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Example votes:

disclosure of the long-term sustainability plan, the structure and
experience of the ESG team and ESG best practice. We would
like to see more focussed ESG disclosure in specific, material
metrics, but disclosure has already improved. We supported
management resolutions at the AGM and 88% of the votes cast
were in favour of the proposals. The performance share plan for
executives contained well-defined performance metrics with a
balance of relevant financial and ESG objectives.

Director related – board independence: we voted against
the re-election of directors at Assa Abloy due the lack of
independence on key committees and where directors had
too many director roles.
Director related – board diversity: we voted against the reelection of directors due to lack of diversity on the board at
Sika.
Director pay: we voted against the remuneration report due
to lack of disclosure on some elements of executive pay at
Dassault Systems.

Breakdown of votes against management

Engagement

Engagement

Engagement &
voting

Engagement

May 2020

October 2020

April 2021

October 2021

New CFO
Supply chain
resilience

Sustainability
plan ESG team
CDP & ESG
ratings

Emissions reductions,
sustainability plan,
diversity, executive
pay

ESG disclosure

US Equities

US Select and US Smaller Companies
Investment approach/philosophy
US Select: This strategy invests principally in equities of
companies that are listed, headquartered or that exercise the
predominant part of their economic activities in the USA
US Smaller Companies: This strategy invests principally in
equities of smaller companies that are listed on a recognised
stock exchange in the USA. Typically these are companies with a
market capitalisation of less than $10bn at the time of purchase.
Dynamic idea generation
Eclectic sources = lower correlations

Portfolio position change - management compensation
Anti-takeover related
Capital allocation
Director related
Director pay
Routine business

• Interaction with established corporate and industry contacts
• Use of specialised research boutiques and access to

Temenos is a global leader in the fast-growing digital banking
software market. Competition in the marketplace has increased
and senior management turnover has been high particularly
amongst the sales team which in our view has led to lower sales
growth than in the past. We were also concerned about the level
and short-term nature of management compensation. Overall
performance was disappointing in our view and we sold the
stock at the end of 2021.

Where we have not voted, in general this was due to local market or regulatory
related reasons.
Source: ISS, Artemis for the year to 31 December 2021. Artemis European
Sustainable Growth Fund.

Case Studies

ESG integration

proprietary industry data

• Financial and quantitative analysis
• Macroeconomic and thematic analysis

• Identification of ESG factor risk using third party provider
Company research
Distil investment issues into key variables through:

• Expertise and experience
• Company meetings/engagement on ESG issues
• Rigorous team debate
Formulate conclusions in the financial dimension
Generate upside and downside price targets,
the Up/Down ratio

Improving disclosure
We engaged with GVS an Italian manufacturer of filters.
Like many small companies the level of disclosure was
limited and this had been highlighted by a 3rd party ESG
research provider. The fund manager and a member of
the stewardship team met with the Chief Financial Officer
and the manager responsible for ESG within GVS. The
meeting was constructive and we gained more insight into
internal processes. GVS’ clients include some of the largest
healthcare companies globally who do not compromise on
quality, particularly on mission-critical parts of their finished
products such as filters. Many of these large companies
conduct direct audits in GVS plants. After the meeting,
disclosure has improved, but we will continue to engage to
further improve disclosure.

Initial Public
Offering (IPO)

Engagement

Engagement

Engagement

June 2020

October 2020

June 2021

November 2021

Due diligence

Pandemic response

Sustainability
certifications

ESG disclosure

Portfolio construction
Based on the Up/Down ratio
Conviction in the Up/Down framework
Portfolio risk assessment and ESG rating

ESG Integration
̥ ESG factors are analysed alongside other factors in our up/
down assessment of each stock. This means we assess
high-level ESG risks and opportunities which may influence
the general market or industry, and also stock specific
considerations.
̥ The team structure and specialism means that generally,
ESG factors are initially considered from an industry
perspective and then on a company specific basis.
̥ Through the Artemis ESG dashboard we monitor a range of
key ESG raw metrics, as well as analysis and assessments
from a range of external providers.
̥ Over the course of the past year a key enhancement we
have made to our process as relates to ESG is our focus
on environmental considerations. We believe the material
impact environmental considerations are having on stock
prices is set to continue for a number of reasons including
political, regulatory and consumer pressure. With increasing
capital being allocated to those companies which have
meaningful greenhouse gas emission reduction targets and/
or strongly rising future green revenues, we believe these
companies represent a long term investment opportunity
especially given the prevailing political climate in the US
following President Biden’s election.

Sustainability approach
This strategy invested in Carel Industries at the IPO in June
2018. The company is a specialist in heating, ventilation,
air conditioning (HVAC) and refrigeration. Sustainability is
an important opportunity for the business, particularly in
energy efficiency and has committed considerable research
and development resource to product improvement and
development. Recent engagement has focussed on the
28
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Breakdown of votes against management

̥ As a result, the assessment of environmental metrics,
both current (for example carbon intensity, disclosure
and governance) and forward looking (for example target
setting and a company’s implied temperature rise) has
become a more important element of the investment
process. More information can be found in our ESG
methodology document which is available on our website.1

Environmental/Social
Director related
Director pay
Routine business
Other governance

̥ The SICAV US Select and Smaller Companies Funds are
designated as SFDR Article 8 funds.

US Select and US Smaller Companies
Engagement and voting
̥ Our engagement with both current and potential holdings
continues to be an important mechanism by which
we assess a company. All team members undertake
engagement activities.

Meetings voted

60

100.0%

Meetings with at least 1 vote
against management

30

50.0%

Meeting overview

Number

Percentage

Votable meetings

67

Meetings voted

64

95.5%

Meetings with at least 1 vote
against management

38

59.4%

Number

Percentage

Votable items

564

items voted

533

94.5%

69

13.0%

Percentage

Votable items

726

items voted

726

100.0%

79

10.9%

Antitakeover: at Stelco we voted against management’s
proposal to approve an advance notice requirement. We
believed this would, or could, result in shareholder rights
being reduced.

Votable meetings

After an idea has been generated, detailed fundamental
bottom-up analysis is applied – this includes the assessment
of material ESG factors, with team members working across
both long only and the long/short strategies.

88

Meetings voted

80

90.9%

Meetings with at least 1 vote
against management

48

60.0%

items voted

659

92.4%

68

10.3%

Number

Percentage

Breakdown of votes against management

1,113
1,003

90.1%

111

11.1%

Example votes:

Diversity: we supported shareholder resolutions to improve
disclosure on diversity and inclusion at American Express,
Amazon and Microsoft.

Director related
Director pay
Routine business
Other governance
Environmental/Social

Independent Chairman: we supported shareholders
resolutions for the election of independent board chairman
at holdings including Amazon, Citigroup and Pfizer.

Data use and security: we supported shareholder resolutions
at Amazon and Facebook for greater disclosure on the use of
data and security practices.

Transparency on pricing: we supported the shareholder
resolutions at Pfizer and Johnson & Johnson to report on
access to covid-19 products.

Compensation: we voted against management on executive
compensation at holdings including WEX, Vonage, Alliance
Data Systems and Facebook.

Diversity: we supported shareholder resolutions to improve
disclosure on diversity and inclusion at Amazon and Abbott
Laboratories.
Where we have not voted, in general this was due to local market or regulatory related reasons.
Source: ISS, Artemis for the year to 31 December 2021. Respective OEIC funds.

2
1

Percentage

713

Compensation: we voted against management on executive
compensation at holdings including Signature Bank because
payments in the event of change of control were deemed
excessive, Workday because awards were not subject to
performance conditions and WEX because performance
conditions were amended retrospectively.

Proposal overview

items against management

Number

Votable items

Political lobbying and contributions: we supported
shareholder resolutions at Expedia and Vertex on issues
related to greater transparency on lobbying practices.

Percentage

Votable meetings

items voted

62.3%

Climate: we supported shareholder resolutions to improve
disclosure on climate at Norfolk Southern Corporation,
Bloomin’ Brands and Caterpillar.

Meeting overview

Votable items

93.0%
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Example votes:

US Extended Alpha voting overview2

Category

53

Meetings with at least 1 vote
against management

items against management

We also actively vote and engage.

Number

https://www.artemisfunds.com/en/gbr/adviser/resources/esg-methodology-statement

30

Percentage

57

Meetings voted

Category

Many long positions are shared across the US funds –
including all case studies set out below.

Category

Number

Proposal overview

The team models the potential upside return versus the
downside risk for each stock resulting in the up/down ratio.

Example votes:
Climate: we supported shareholder resolutions to improve
disclosure on climate at Norfolk Southern Corporation,
Bookings Holdings and Caterpillar.

Category

Short positions are attained using contracts for difference
(CFDs) and are used both to hedge market risk and to
generate alpha.

Director elections: we voted against the election of directors
at holdings including NextEra Energy Partners LP, Elastic
NV and Skillz for reasons including joint CEO and Chairman
positions, overboarding, and a lack of diversity on the Board.

Proposal overview

items against management

US extended alpha and absolute return are both ‘long/short’
funds. Both funds seek to profit from falling, as well as rising,
share prices.

Compensation: we voted against management on executive
compensation at holdings including Signature Bank and
Saia because payments in the event of change of control
were deemed excessive, and WEX because performance
conditions were amended retrospectively.

Percentage

60

Number

Meeting overview

Example votes:

Votable meetings

Category

US Absolute Return voting overview2

items against management

Meeting overview
Number

US Extended Alpha and US Absolute Return

Category

US Select voting overview2

Director related
Director pay
Routine business
Other governance
Environmental/Social

Director related
Director pay
Anti-takeover related

Proposal overview

Total number of company meetings: 790

Breakdown of votes against management

US Smallers voting overview2

Category

̥ Voting is an active part of our process and we exercise our
voting rights across the portfolio where possible. We are
active fund managers who believe in the management
teams of the companies we invest in. We are therefore
more likely to support management but as can be seen
from our voting statistics below we are prepared to vote
against management, and especially support shareholder
resolutions relating to increased transparency, when we
believe this will be of benefit to us as shareholders.

Category

Breakdown of votes against management
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Case Studies
Signature Bank was a new holding in 2021 and is held across
all funds in the US strategy. As an exclusively commercial
lender, the ethos of the company has been to remain below
the radar, not needing to advertise. This ethos extended
to their disclosure on ESG issues. In 2021 we met with
their newly appointed social impact director who had
been brought into the company with the express goal of
coordinating the company’s efforts with regards to ESG as
well as their reporting. We initially engaged on the need for
greater disclosure on material issues, notably data privacy,
and discussed reporting frameworks such as SASB and TCFD.
In late summer they released an improved social impact
report. In November we then met with the board member
who chairs the newly formed social impact board committee.
She outlined the work they are doing on human capital,
with specific focus areas including developing a leadership
training programme, a mentoring scheme, performance
management evaluations and a credit training programme.
We also discussed their cryptocurrency payment system
Signet which validates transactions within a private,
permissioned network, avoiding the high energy consumption
characteristics of more typical digital currencies. They are
currently looking at ways to make this business carbon
neutral.

In April, we had voted against the CEO’s remuneration
package because we believed the payments in the event
of change of control were excessive. The equity award
arrangements in place provided for automatic accelerated
vesting upon a change-in-control. Such single-trigger vesting
could result in an economic windfall to the executive without
an accompanying termination of employment and therefore
we opposed this resolution. In total c. 6.5% of votes were cast
against the remuneration package.

Engagement

Engagement (x2)

April 2021

July 2021

November 2021

Vote against CEO
remuneration

ESG disclosure of
material issues

Discussion on social
impact report and new
committee

Engagement

Engagement

Voting

Engagement

April 2021

June 2021

April 2021

November 2021

Environment –
Electric vehicle
strategy

Remuneration

Vote against CEO
remuneration

Remuneration

ESG integration
Negative screening

Global Select1
Investment approach/philosophy
The strategy aims to grow real wealth by investing in high-quality
stocks worldwide: companies with strong positions in their markets,
excellent balance sheets and sustainable pricing power.

Secular
growth

Stock
selection

Valuation:
-Asset value
-Cash flow value

Portfolio
balance

Industry
roadmaps

Sustainable
business
models

ValueModel

Diversification
matrix

Quality
franchises

Approximately 15% of global Trane's GHG emissions are
related to heating and cooling buildings, and another 10%
comes from food lost in transport or never consumed. As a
leading company in Heating, Ventilation and Air Conditioning
(HVAC), Trane is well positioned to address and improve on
these issues. The company has ambitious environmental
targets and they aim to tackle climate change and reduce the
rate of atmospheric GHG concentration.

A further follow-up was agreed for Q1 2022 to assess progress.

Voting

Global Equities

In June, ahead of the AGM we had a meeting with the Vice
Chairman, Chairman of the Compensation Committee and Chief
HR officer on retrospective changes they made to their CEO’s
compensation package. In response to COVID-related impacts
on the business, the compensation committee changed the long
term performance equity granted in 2019, along with making
mid-year changes to the 2020 short term incentive and long
term incentive programmes. Our conversation with the company
was constructive but we felt that the overall compensation was
not justified and therefore voted against the resolution. Of the
total votes cast c. 53% voted against this resolution. In Q3 we
met with the WEX team once more and took the opportunity
to discuss share price performance, communication issues,
and stock buybacks and other forms of returning capital to
shareholders. The CFO has subsequently moved on and they
have raised financial guidance since.

In April we met with the CEO, CFO and Head of Investor
Relations of WEX to discuss their electric vehicle (EV)
strategy. WEX provides fuel card services to fleet companies
and had recently expanded their existing relationship with
ChargePoint (a leading EV charging network) to provide
customers ready access to the largest public EV charging
network for on-route, depot, and at-home charging. Transition
to EVs at large poses potential risks to WEX’s existing fuel card
business so we were very encouraged by the development
there. EV is now a key strategic focus for the company – a
positive change in priority, in our view.

Engagement

ESG Integration
We seek to invest in companies which prosper without damaging
society or the environment and benefit from the transition to a
sustainable global economy.
Our core ESG principles are as follows:
̥ Avoid certain markets.

They have made 2030 sustainability commitments which
impact every major part of the business from operations to
supply chains, and from customer solutions and employee
and community development to governance. They have also
committed to achieving carbon neutral operations globally
this decade. They are the first industrial manufacturer to set a
commitment to reduce customers’ carbon footprints by one
billion metric tons of carbon dioxide – the Gigaton Challenge.
The Gigaton Challenge represents the largest science based
customer facing emissions reduction commitment of any
business to business operation (as a percent of emissions).
Achieving this would be the equivalent of preventing
emissions from 98 billion gallons of diesel fuel. This reduction
could equate to 2% of the world’s annual emissions, or the
annual emissions of Italy, France and the U.K. combined.

Cryptocurrency payment
system - Signet

Financial and ESG ratios

P
O
R
T
F
O
L
I
O

- Typically this includes more cyclical or poorly governed areas
of the market. For example we have always avoided Russia
believing the corporate governance standards were not high
enough.
- We seek to exclude: Weapons, Gambling, Tobacco, Thermal
Coal, Oil & Gas. In 2022 we have formalised these screens as
set out in our prospectus2.
̥ Sustainable growth focus.
- We assess ESG drivers for each investment theme.
- Our current investment themes are: automation, online
services, sustainable consumer, scientific equipment,
healthcare costs, screen time, energy transition materials, low
carbon world, building the future, digital banking.
̥ Analyse material data.
- Fundamental analysis needs both valuation and ESG

We think Trane has several years of earnings growth ahead of
it, driven by a robust residential HVAC replacement cycle, a
non-residential spending cycle augmented by post-pandemic
indoor air quality initiatives, and continued strength from
transportation refrigeration end markets.

- We have a list of c.50 ESG datapoints we assess for all
companies. This data comes from a range of different sources
including MSCI ESG Research, Sustainalytics and Bloomberg.
̥ Vote and engage.
- We actively engage and vote all meetings where we are
eligible to do so, with support provided by the in-house
Stewardship team.

We will continue to engage with them on climate issues given
the nature of their operations and the role they play in the
transition to a low carbon economy.

̥ The SICAV Global Select Fund is designated as an SFDR
Article 8 fund.
The Mid Wynd International Investment Trust plc adopts the same approach to
investment, ESG integration and negative screening as the Artemis Global Select Fund.

1

2
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https://www.artemisfunds.com/en/gbr/institution/resources/fund-literature

Engagement and voting

Example votes:

We conduct a quarterly review of the portfolios in order
to flag any ESG issues. We then carry out further research
to understand if these issues are material. This process
informs our engagement approach which focusses on
companies flagged during the review. Given the small
percentage of a company’s stock we generally hold across
our funds it is not always possible to influence through
our engagement and therefore we have to take a strategic
approach, including collaborating with other Artemis
strategies where possible. While we do favour a policy of
engagement over divestment, if our attempts to influence
companies show little evidence of success we will sell
holdings.

Climate: we supported shareholder resolutions to improve
disclosure on climate at Norfolk Southern and Sumitomo.
Diversity: we supported shareholder resolutions to improve
disclosure on diversity and inclusion at Microsoft, Union Pacific
and Amazon.
Data use and security: we supported shareholder resolutions at
Amazon for greater disclosure on the use of data and security
practices.

Breakdown of votes against management

For voting, as a firm we set global standards, and then at
a fund level we tailor our practices so as to take account
of local realities. This is a balance between upholding
our principles and respecting local culture. In practice
this means that we vote to encourage all our companies
towards what we consider best practice, but in some
parts of the world we have to be mindful that the pathway
towards that goal will take longer than in others. Culture,
custom and history vary but we draw a red line where
minimum standards need to be met.

Director related
Director pay
Capital allocation
Routine business
Reorganisation & mergers
Environmental/Social

Where we have not voted, in general this was due to local market or regulatory
related reasons.
Source: ISS, Artemis for the year to 31 December 2021. Artemis Global Select
Fund.

Case Studies
Theme related updates:

Total number of company meetings: 104

̥ Rising energy costs have resulted in energy efficiency
increasing in focus for us. Global Select’s railroad
holdings, Norfolk Southern and Union Pacific, are well
placed to help organisations reduce their footprint and
are continuously improving the efficiency of their fleets
through initiatives such as extending the length of the
trains.

Voting summary
Meeting overview
Category

Number

Percentage

Votable meetings

65

Meetings voted

65

100.0%

Meetings with at least 1 vote
against management

29

44.6%

Number

Percentage

Votable items

901

items voted

901

100.0%

94

10.4%

items against management

Freeport-McMoRan: During the year we engaged with
Freeport McMoRan on the environmental impacts of
Grasberg’s riverine tailings disposal. Having engaged with
the company it was concluded that third party assessments
may not reflect operating reality. We continue to monitor the
situation and request further updates from Freeport.
Boliden: Last year we bought a position in Boliden as we
believe they are less affected than other mining companies
by political issues such as governments threatening to
increase mining taxes or nationalise mines. We believe
Boliden’s approach to ESG is strong especially following their
improved environmental credentials over recent years.
Kion: Kion is world-wide provider of forklift trucks and
warehouse equipment, as well as integrated automation
technology and software solutions. They have invested
heavily in electrification, fuel cell technology and
digitalisation. We bought a position last year and followed up
with the company on why they had not yet signed up to the
Science Based Targets initiative. They responded that it was
an area of focus for them and they are assessing their Scope
3 emissions while working on the next sustainability targets.
These will be announced in their updated sustainability
strategy in Spring 2022.

̥ The rising consumer interest in sustainability has also
been an area of particular interest, with Nestle reporting
this year that 60% of consumers chose an alternative
with better environmental impact, while eco-aligned
brands saw a 4x faster growth rate. This has served the
Sustainable Consumer theme, as well as leaders in the
space such as L’Oréal who benefitted from the trend.

Proposal overview
Category

publicly, as other video game developers have taken steps
to do, in order to increase transparency and accountability
around employee wellbeing. We do note however, that Sony’s
game development division has a strong reputation for
employee satisfaction as evidenced by third party sources.
This engagement made the Head of Investor Relations aware
of concerns regarding employee wellbeing and we continue
to monitor progress on these issues.

̥ Although climate has always been a consideration,
there is a renewed emphasis on carbon emissions as
a key measure to be considered separately from ESG
as a whole. We have taken particular care to review
the portfolio’s current and projected carbon emissions
alongside the implied temperature rise of the portfolio
and individual companies.
Company specific engagements:
Sony: The Global Select team met with Sony’s European Head
of Investor Relations in November 2021. During the meeting,
we discussed how Sony manages and measures employee
wellbeing and cultural risk within their game development
division. Cultural risk in game development studios has been
highlighted by recent events at a large US game development
company. We recommended that Sony should consider
sharing game development employee survey data more
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ESG integration

Global Income
Engagement and voting

Investment approach/philosophy

̥ We do not contract out ESG. We take full responsibility
for our engagement and decisions with the support and
experience of our in-house stewardship team.

̥ Investing in companies worldwide that we believe have
potential for generating high level of free-cashflow and
cash returns combined with a strong top-down macro
and style view.

̥ We exercise all our voting rights where possible and
prefer to take a rounded and practical approach to voting
decisions. While we encourage best practice within our
investee companies our preference is to engage where
we feel change is required. However, voting can be
powerful tool and we will vote against management when
in our view this is most likely to deliver the best outcome.

̥ Multi-cap approach (typically 1/3 mid, 2/3 large/mega
capitalisation stocks).
̥ Often take a contrary view to the market.
̥ Take on special situations and thematic views,
turnaround and self-help stories.
̥ Increasing focus on ‘value’ as opposed to ‘quality growth’.
Focus on combination of dividend growth, high income
and potential for re-rating.

Total number of company meetings: 119

̥ Assess ESG factors alongside traditional financial
metrics focussing on sustainable business models and
hence sustainable free cash flows and dividends.

Meeting overview

Voting summary

Category

The portfolio consists of three distinct style buckets:

Core income – Combination of quality & value
High and stable dividend yield, low dividend growth, high
pay-out ratio, low beta, mature companies

Number

Percentage

Votable meetings

88

Meetings voted

88

100.0%

Meetings with at least 1 vote
against management

37

42.0%

Number

Percentage

Proposal overview
Category

Dividend growth – Combination of quality & cyclical

Votable items

1,166

items voted

1,145

98.2%

Above market dividend yield and dividend growth, average
pay-out ratio, cyclical exposure

items against management

85

7.4%

Case Studies
Increased attention to ESG factors is putting ‘good’ operators
in polluting industries at an advantage. Maersk fits into
this category. Shipping is responsible for about 2% of global
greenhouse (GHG) emissions1. However, many of its clients
have no option but to transport their physical goods to market
by ship and therefore for their customers and shareholders
ESG credentials are an increasingly important consideration.
Customers will look to ship with the company with the most
up-to-date, least polluting fleet, with the greatest degree of
transparency on its emissions and can provide end-to-end
solutions and logistics in the most efficient way.
We have engaged with management over the last 12 months
on topics such as meeting client demand for cleaner transport
given the importance of scope 32 disclosure for clients. More
than half of Maersk’s big customers have committed to
scope 3 emissions disclosure. Regulatory demands are also
increasing particularly in the areas of monitoring, reporting
and verification and targets for GHG emissions reductions.
The company has committed to net zero across its business
and value chain by 2040 with 100% green solutions for
customers and set a new Science Based Targets initiative
(SBTi) 1.5°C pathway by 2030. Delivery of new ocean-going
container vessels which operate on green methanol will begin
in 2024.

Example votes:
Director related – director elections: we voted to elect Engine
No.1’s director nominees to join the board at Exxon Mobil, in
order to improve operational performance particularly with
regard to the energy transition.

Risk & special sits – Combination of value & cyclical
High (opportunistic) dividend yield, high beta, high
financial gearing, large value bias, low quality

Social: we supported a shareholder resolution at Johnson
& Johnson asking for more information on drug pricing and
access to medicine decisions.

ESG Integration
̥ Income investing tends to be about the past: investing
into mature businesses no longer needing cash but
distributing it back to shareholders. Hence, whilst ESG
is incorporated into the process it is inherently linked
to a discussion about ‘capital absorbers’ vs. ‘capital
distributors’ and between dividend sustainability and
long-term economic sustainability.

Director pay: we voted against named executive officers’
compensation at Coty given ongoing issues with director
compensation and the overall size and performance
timeframe of long term incentive awards.

Breakdown of votes against management

̥ Core income: management of ESG factors is likely to
have an important effect on the investment case. Greater
depth to ESG risk assessment, engagement and ongoing
monitoring.
̥ Dividend growth: often benefitting from industry
change or transition. ESG risks and opportunities and
performance versus peers is assessed. Engagement is
to challenge management where risks could be better
managed.

Director related
Director pay
Routine business
Capital allocation
Environmental/Social

Source: Where we have not voted primarily this was due to local market or
regulatory related reasons.
Source: ISS, Artemis for the year to 31 December 2021. Artemis Global Income Fund

̥ Risk & special situations: Opportunistic investment,
but ESG risks can be significant. A review of the level
and type of controversies and if factors are improving
or deteriorating, but there may be barriers to direct
engagement in some areas.
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supports the need for a carbon price. ExxonMobil Low Carbon
Solutions, is a new business which aims to commercialise
its low-carbon technology portfolio that will initially focus on
carbon capture & storage and hydrogen. It holds an equity
share in about 20% of global CO2 capture capacity. While the
level of investment is small relative to the firm’s total capital
expenditure range, it is a step in the right direction. As one of
the largest global energy companies, and one with a strong
history of research and development, Exxon Mobil is uniquely
positioned to implement low carbon technologies at scale.
While the company has not made a net zero commitment, it
clearly acknowledges the need to embrace a lower carbon
future, while not abandoning its core oil and gas business,
which will remain a key part of the future global energy mix.

Engagement

Engagement

Voting

Engagement

April 2021

June 2021

June 2021

November 2021

Environment –
Electric vehicle
strategy

Remuneration

Vote against CEO
remuneration

Remuneration

We will also continue to engage with the company on this
issue and monitor performance, as the company needs to
be more ambitious with its carbon reduction approach and
disclosure.
We engaged with Pfizer during 2021. The company continues
to develop its vaccine and anti-viral drug response to the
Covid pandemic. It is working on a bundled vaccine for flu. The
refrigeration requirements for the Pfizer BioNTech vaccine are
not as stringent as first thought and can now be refrigerated
for up to 10 weeks with the aim to be able to store at room
temperature in the future. We noted that distribution had
primarily been to developed markets although we expect
that exports will increase to emerging markets. Although
this particular strategy did not own stock at the time of the
AGM, as a firm we supported a shareholder resolution at the
AGM in 2021 asking for more information on plans for access
to Covid-19 products. While Pfizer does provide disclosure
around the development of the vaccine and how it prices
medicines it would be helpful for shareholders to understand
the approach to supply arrangements and pricing with lowincome countries and supranational organisations. Drug
pricing has the potential for reputational risk. More recently,
we also discussed healthcare reform, particularly in the United
States and the benefits of transparency this is likely to bring to
the sector and the role of leadership in attracting and retaining
talent. An independent research provider had highlighted the
levels of product recalls and regulatory warnings, but these
have reduced substantially in recent years coinciding with the
new management team.

Exxon Mobil has announced that it recently wrote down i.e.
will not develop 20% of its oil reserves. We think Exxon could
do more in terms of production decline and developing a more
robust decarbonisation strategy and therefore in May 2021
we supported the activist Engine No. 1’s director nominees
to join the board which they have now done. We are mindful
of the impact rapid capital expenditure declines across the
sector are having on power prices currently; nonetheless at
current energy prices we expect the company to be debt-free
by the end of 2022 and in a position to accelerate their energy
transition. Aided by activist investor representation on the
board, pressure will continue to be applied by institutional
investors on the company.
We have noticed a change in emphasis in company
presentations during 2021 and we now have some
understanding of how they are thinking about the transition
to a low carbon economy. The company acknowledges that
future demand forecasts need to reference the IIPCC3 and it

Fourth Greenhouse Gas Study 2020, International Maritime Organisation
https://www.imo.org/en/OurWork/Environment/Pages/Fourth-IMO-Greenhouse-Gas-Study-2020.aspx
2
Scope 1: direct greenhouse gas (GHG) emissions from sources a company owns or controls. Scope 2: indirect GHG emissions from the purchase of electricity /power.
Scope 3: other indirect GHG emissions such as use of products, transportation, purchased goods.https://ghgprotocol.org/sites/default/files/standards/ghg-protocolrevised.pdf
3
The Intergovernmental Panel on Climate Change https://www.ipcc.ch/
1
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ESG integration

SmartGARP®

Case Studies

SmartGARP Global Emerging Markets
Equity

Investment approach/philosophy

̥ ESG is one of eight factors considered by the SmartGARP
framework alongside other bottom up and top-down
inputs such as macro-economic and investor positioning
information.
̥ SmartGARP’s ESG factor has two subcomponents, one
trying to capture companies’ carbon footprint and the
other focusing more generally on the strength of their
Environmental, Social and Governance (ESG) newsflow.
̥ To capture the latter, we use quantitative ESG data
from Truvalue Labs (TVL) which uses natural language
processing (NLP) to analyse news flow from 100,000
sources online such as news outlets, NGOs, ESG
influencers, specialist journals, academic papers,
legal notices, across multiple languages. We have
access to real-time insights into the ESG behaviour of
approximately 18,000 companies.

̥ Companies growing faster than the market outperform
over the long-run.

̥ An Insight score indicates in aggregate if the ESG related
news flow is positive or negative.

̥ Buying stocks in companies on cheaper valuations
generates superior returns.

̥ A Momentum score, is the trend in the Insight score i.e.
whether the Insight score is getting better or worse.

̥ Using behavioural insights and market signals can offset
risks of overly optimistic growth forecasts and value
traps.

̥ Compared to traditional providers, the output is timelier,
more objective as it is not reliant on company disclosure
and looks at both negative and positive news.

̥ A systematic approach to aggregate a range of bottom up
and top-down inputs to screen for the best opportunities.

̥ To capture a companies’ carbon footprint we rely on
an external provider’s estimates of a temperature rise
trajectory which includes a company’s current and
expected future activity including planned emission
reductions.

̥ Fund manager judgment and due diligence on the best
ideas.

ESG Integration

̥ This is reflected in an implied temperature rise in degrees
Celsius (°C), which means (all else being equal) that
SmartGARP will tend to highlight companies having
lower carbon emissions trajectories.

Real-time data from TruValue Labs

Meeting overview
Category

26 ESG categories

Meeting overview

Insight score

Category

Momentum score

In order to ensure the volume of news flow is sufficient to calculate a score, a
minimum threshold of five news items over 12 months is needed.

Number

Meetings voted

187

97.9%

93

49.7%

76

45.2%

China Suntien Green Energy is a company that has 6,000km
of legacy gas pipeline assets, but has in recent years shifted
its focus towards renewable power generation. While natural
gas sales were two thirds of revenues in 2020, the remaining
third came from wind and solar power generation and are
forecast to grow rapidly as construction is underway to
more than double the existing renewable power generation
capacity. With China committing to decarbonise its economy
the company is well placed to benefit from this trend for many
years to come.

Number

Percentage

Votable items

1,684

items voted

1,611

95.7%

168

10.4%

SmartGARP European Equity
Meeting overview
Category

Number

Norsk Hydro is a Norwegian manufacturer of aluminium and
aluminium products. Aluminium production is very energy
intensive, and hence has particular challenges to decarbonise
its operations. However, the company has set targets to
reduce carbon emissions and has made progress in upgrading
its plants to reduce energy consumption. Norsk Hydro has
a lower carbon footprint relative to peers. The company has
also set targets on biodiversity and waste and has initiatives
on social matters such as diversity & inclusion and human
rights.

Percentage

Votable meetings

90

Meetings voted

87

96.7%

Meetings with at least 1 vote
against management

37

42.5%

Number

Percentage

Proposal overview
Category
Votable items

1,232

items voted

1,184

96.1%

87

7.4%

Number

Percentage

items against management

SmartGARP Paris-Aligned Global Equity
Following extensive consultation with our institutional clients
in 2021, we conducted a review of the investment objectives of
the Artemis SmartGARP Institutional Global Equity Fund, with
a view to aligning the portfolio to the Paris goals2. This process
was completed in early 2022 and the fund is now called the
Artemis SmartGARP Paris-Aligned Global Equity Fund.

SmartGARP UK Equity
Meeting overview
Category
Votable meetings

73

Meetings voted

72

98.6%

Meetings with at least 1 vote
against management

11

15.3%

Number

Percentage

Approach to Paris-alignment
̥ The approach uses an enhanced ESG factor by
integrating an implied temperature score in degrees
Celsius (°C) into the SmartGARP quantitative process
to provide an indication of how closely an individual
company’s greenhouse gas (GHG) emissions pathway is
aligned with keeping global warming to well below 2°C
above the pre-industrial average by 2100.

Category
Votable items

1,128

items voted

1,089

96.5%

14

1.3%

items against management

̥ The temperature score includes scope 1, 2 and 3 GHG
emissions3 and incorporates current and expected future
emissions.

Where we have not voted, in general this was due to local market or regulatory
related reasons.

Proposal overview
Number

Percentage

Votable items

2,347

items voted

2,298

97.9%

206

9.0%

items against management

97.7%

items against management

Percentage

191

Category

168

Proposal overview

Votable meetings

Meetings with at least 1 vote
against management

Time

Meetings voted

Category

SmartGARP Global Equity

2 key scores

Percentage

172

Proposal overview

̥ We exercise all our voting rights where possible using our
in-house voting policy.1

1,000,000 data points

Number

Votable meetings

Meetings with at least 1 vote
against management

Voting summary

100,000 sources (e.g. news flow)

US steel producer Steel Dynamics uses a variety of
emission-reduction measures such as shifting to a circular
manufacturing model and investing entirely in electric arc
technology, which primarily uses recycled scrap metal to
produce new steel. The company has published clear goals
concerning the reduction of its environmental footprint
by 2025 and 2030, and has committed publicly to reaching
carbon neutrality by 2050.

̥ While the overall portfolio has a constraint that the
aggregate temperature score of its holdings must be
below 2°C, this does not mean that each individual
holding must satisfy this condition. Rather, we believe
that the fund can make a greater contribution to the

Source: ISS, Artemis for the year to 31 December 2021. Voting data relates to the
respective UK authorised unit trust or OEIC

The Paris Agreement is a legally binding international treaty on climate change. It was adopted by 196 Parties at COP 21 in Paris, on 12 December 2015 and entered into force
on 4 November 2016. Its goal is to limit global warming to well below 2 degrees Celsius, preferably to 1.5 degrees Celsius, compared to pre-industrial levels. https://unfccc.int/
process-and-meetings/the-parisagreement/the-paris-agreement
3
Scope 1: direct greenhouse gas (GHG) emissions from sources a company owns or controls. Scope 2: indirect GHG emissions from the purchase of electricity /power. Scope
3: other indirect GHG emissions such as use of products, transportation, purchased goods.https://ghgprotocol.org/sites/default/files/standards/ghg-protocol-revised.pdf
2

1
Our quantitative based strategies which use SmartGARP analyse many factors both company-specific and macroeconomic, to construct portfolios of stocks. Meeting
company management does not form part of this process.
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Impact investing
Sustainable investing
ESG integration
Negative screening

Impact Equities

energy transition if it also invests selectively in carbonintensive sectors alongside innovative companies with a
low, or even negative, carbon footprint. Carbon-intensive
sectors cover a substantial part of the global economy’s
capital stock and therefore will need investment to decarbonise.

Positive Future
Investment approach/philosophy
Our purpose is to accelerate the transition to a positive future and create
wealth for our clients by investing in companies that can disrupt established
industries and transform the world.

̥ Portfolio alignment methodologies are still evolving
and the steps involved in determining a temperature
score require many assumptions both in the selection of
appropriate pathways to achieving the Paris goals and
the metrics used in the calculations. However, we believe
it is important to take the first steps and we look forward
to providing further input into the development of these
approaches.

Our belief is that the best long-term growth opportunities come through
investing in innovative companies that are addressing the most significant
sustainability challenges.
Our ambition is to lead in global equity performance. We believe the best
way to pursue this ambition is by investing only in companies that create
transformative positive change.

̥ In additional to the climate related objective, the Fund
excludes some companies involved with coal mining,
weapons and tobacco. Further details on this fund
including the temperature score methodology and
criteria for the exclusions are available on our website4.

Invest with impact

Progress so far

Fund

Ensuring each investment contributes
to performance and has a
positive impact.

35-45 holdings

The enhancement of our ESG factor for this fund with greater
emphasis on environmental considerations has meant that
over the course of 2021 the overall average carbon intensity
of this fund has fallen by more than 40% and ends 2021 well
below that of its benchmark (MSCI All Countries World Index).
Much of this change has come not so much from divesting
from resource stocks, but rather from increasing the fund’s
exposure within the chemical and industrial sectors towards
those companies that are most actively making changes to
their business models with a view to growing their ‘green
revenues’ i.e., revenues from activities that contribute to
reducing the impacts of climate change. The portfolio’s
Implied Temperature Rise was 1.7oC, as at 31 March 2022.

Bottom - up analysis

Analyse

Asking:
• Does it have a positive impact? • Will it capture value?
• Is it radical enough?
• Can we earn a return?
• Is the leadership authentic? • Are we prepared to be wrong?

~300 stocks
Narrow the universe

Positive focus

Focus on the sustainability><technology intersections:
Where is innovation solving significant problems?

~1,000 stocks
Growth and
positive impact

Positive growth filter

Identifying companies with above market revenue growth and potential
positive impact.
Remove pre-revenue companies.

~5,000 stocks
Clear negative
impact

Product exclusions*

Ruling out, for instance,
alcohol, tobacco and
fossil fuels.

ESG integration
- Our approach is founded on the belief that carefully integrating ESG
into our investment process provides us with important investment
insights.
- We firmly believe that ESG is more than simply a risk to be managed.
A focus on just ESG as a risk falls well short of connecting positive
impact with competitive strategy. It is therefore our belief that
investing for positive impact requires a dynamic strategy. One which
is built around carefully considering the ‘what’ and the ‘how’; the
sustainability or otherwise of a company’s products and a company’s
practices including aspects of a company’s corporate social
responsibility that are not easily measured (e.g. culture) and captured
in simple exclusions or scores.
- We prefer to invest in (operationally) immature companies which bring
a more sustainable future about than traditional incumbents, which
may be well-run from a traditional ESG perspective, but which are more
likely to embark on only marginal incremental improvements or are on
the wrong side of structural change in their respective industries.

Artemis SmartGARP Paris-Aligned Global Equity Fund
https://www.artemisfunds.com/en/gbr/institution/funds/explorer/artemis-smartgarp-paris-aligned-global-equity-fund/accumulation-units-gbp

4
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Negative screening is just the first step in our
investment process
Our investment process has a number of quantitative and
qualitative steps to arrive at a portfolio of what we believe are
positively impactful stocks.
The first step we take is the exclusion of companies
whose products and services are widely regarded as being
detrimental to the environment or to society at large.
However, it is important to note that while this process helps
define what we can’t invest in, it by no means defines what
we will invest in. The exclusions we currently apply relate to
alcohol, tobacco, weapons, nuclear power, gambling, animal
testing, adult entertainment, genetic modification and fossil
fuels. Further details on these screens are available in our
prospectus1.

Voting summary

Engagement with the companies in which we invest forms
an important part of our investment process as active
impact investors. Whilst a company‘s products and services
have the biggest impact on the world and are key to its
strategic positioning, its leadership, culture and operational
quality are also important determinants of its ability to
deliver on a positive impact strategy. We expect investee
companies should also set ambitious goals and seek to
continuously improve. Engagement allows us to identify
and monitor strategic and operational change and ensures
the progressive management philosophy we seek at the
companies we invest in.

Meeting overview

Total number of company meetings: 104

Investing for positive impact
But not doing bad things is not the same as doing good.
Our investment process therefore further refines our list of
potential investments in the following way.
̥ We apply a positive-growth filter - transformational
change typically occurs where there is disruptive
innovation and disruptive innovation is often the
preserve of high-growth businesses. We use a series of
quantitative filters to identify companies whose revenues
are growing at above-market rates, while simultaneously
removing companies that have yet to generate revenues:
we don’t invest in pre-revenue or private companies.

- Does it have a positive impact?
- Is it radical enough?
- Will it capture value?
- Can we earn a return?
- Are we prepared to be wrong?
̥ Invest with impact - we aim for every investment decision
to have 1. Positive impact – We must satisfy ourselves
that the company has positive impact. 2. Conviction – We
must satisfy ourselves that this opportunity has a higher
long-term return than the stock it will replace in the
portfolio. 3. Influence – The position size is big enough to
meaningfully influence aggregate portfolio performance.

Percentage

18

Meetings voted

16

88.9%

Meetings with at least 1 vote
against management

10

62.5%

Number

Percentage

Category
Votable items

167

items against

130

77.8%

23

17.7%

items against management

Amplifon – AGM, April 2021 – Hearing aid company Amplifon
is majority owned by the founding, Holland family. Our voting
concerns related to executive compensation, which, generally
speaking is quite generous, complicated and subject to
regular discretionary adjustments, all of which makes it
difficult to decide whether the level of pay is appropriate. We
therefore voted against both the remuneration policy and the
remuneration report and contacted the company to explain
our decision. For both these items c. 20% of the total votes
cast were against management's proposals.

We are also encouraging those companies in the portfolio
that currently make no climate disclosures to begin doing so
e.g. Veracyte – and to urge those that do make disclosures to
set targets for reducing emissions e.g. BasicFit.

Director related
Director pay
Capital allocation

Proposal overview

Alongside engaging with companies on the traditional factors
that investors would expect, we have a particular focus on
climate disclosure and diversity. We are of the view that
because the climate crisis impacts everyone, it is relevant to
all the companies that we invest in, regardless of sector. The
direction of travel is clear; measuring and reducing emissions
helps companies’ future-proof their operations. It also
provides investors like ourselves with evidence that they are
operationally efficient.

One of the few positives to come out of COP26 was an
acceleration of corporate commitments to Net Zero.
Companies in our portfolio that made such commitments
included Unity, Basic Fit, DocuSign, Cochlear and Teradyne.
Of course, the quality and detail of these commitments
varies, so this is an area of ongoing discussion.

- Is the leadership authentic?

Number

Votable meetings

Example votes:

The portfolio company with the largest (estimated)
operational footprint is Tesla although these emissions need
to be considered in the context of the greenhouse gases
saved due to the company’s products and services. Recent
discussions with Tesla have indicated that better disclosure
and targets on operational emissions are forthcoming. And
like Tesla, there are a significant number of companies in the
portfolio, Alfen, SolarEdge, Vitasoy, Kornit Digital, thredUp,
Tomra, Montrose Environmental and TetraTech, whose
products and services are reducing emissions.

̥ Analysis - to meet our threshold for investment, we
ask six key questions which define a successful,
transformative, positive-impact investment. Each
question must be answered positively before we will
invest in a company:

Category

Breakdown of votes against management

Thematic engagement on climate

As our investors would expect, the portfolio’s carbon footprint
(Scope 1 & 2 emission) is significantly less than the portfolio's
benchmark, the MSCI All Countries World Index.

̥ Positive focus - we want to identify innovative companies
that are engaging with the most critical sustainability
challenges. As such, we focus on key societal frictions
and track the emerging technologies that intersect with
them.

Where we have not voted primarily this was due to local market or regulatory
related reasons.
Source: ISS, Artemis from launch in April 2021 to 31 December 2021. Artemis
Positive Future Fund

Penumbra – AGM, Jun 2021 – Medical devices company
Penumbra, listed in 2015. A number of potential anti-takeover
provisions still remain post IPO, such as a classified board
(staggered director elections) and the requirement for
2/3rds support rather than a simple majority for changes
to the company’s byelaws. Penumbra is now an established
company and as such we believe these provisions should be
removed. We abstained on the directors being re-elected to
flag our concerns and contacted the company to explain our
decision. Conversely, we also noted that the CEO hasn’t taken
a bonus or long-term incentive plan award for 6 years (a rare
occurrence).
Tesla – AGM, Oct 2021 - Tesla’s AGM saw a number of
shareholder resolutions being tabled on a range of ESG
issues, a number of which passed, albeit they are nonbinding. Our main concerns related to compensation
structures, specifically the scale of the equity Elon Musk is
currently able to pledge. As Tesla shareholders, this brings
potential exposure to his other ventures while the broader
issue is that pledging offers tax benefits and credit terms only
available to wealthy elites in the US. We have subsequently
met with Tesla to discuss our concerns.

Voting

̥ The SICAV Positive Future Fund is designated as an SFDR
Article 9 fund. More detail on the investment process can
be found on our website1.
1

Engagement & voting

Voting is one mechanism through which we can seek to
effect positive change.

https://www.artemisfunds.com/en/gbr/institution/resources/fund-literature
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Fixed Income
During the year, changes were made to our Fixed Income
team, and we welcomed Rebecca Young as co-manager on
our Strategic Bond Fund. Rebecca came with experience of
ESG investing in fixed income from Janus Henderson.
As outlined in our 2020 Stewardship report, ESG integration
has been a core component of the Fixed Income process at
Artemis since the Corporate Bond, Target Return and High
Yield funds launched in 2019. In 2021, enhancements were
made, including both our Article 8 certified high yield funds
achieving FNG Siegel accreditation – with Artemis being
only one of three high yield groups to receive this label. Both
our funds were also commended for their ambitious and
comprehensive sustainability strategies.

̥ Traditional metrics are not enough: as credit managers,
we do not believe the assessment of ‘traditional’ metrics
such as cash flow, leverage, growth, and competitive
analysis can be considered complete without examining
the overall risks to the assumptions made when
generating forecasts or assessing a business model.
̥ ESG factors are vital: we assess ESG factors because they
are vital to our credit process, not as an adjunct to it.
̥ Fixed income is different to equities: Fixed income – and
for high yield holdings in particular, owing to its shorter
maturity profile – differs from equities in a number of
key areas that, in turn, impact how we integrate ESG
considerations, including:

Bond investors are lenders, not
owners, of capital

We do not use this to absolve
us from considering longterm impacts beyond a bond’s
maturity, but it does allow us
to take focused exposure to
positive change
We have limited scope for
engagement with management
other than not investing. In
2022 engagement will however
be a key area of focus – across
the broader fixed income team,
across Artemis with equity
colleagues and across the
industry.

Corporate bonds have
constrained upside
but unlimited (i.e. 100%)
downside

Our analysis is focussed on
aiming to protect capital and as
such the impact on cash flows
and business models from ESG
risks are crucial

Corporate bonds (particularly
high yield) are often issued by
smaller and/or privately owned
firms with limited reporting
capacity and lacking in external
research coverage.

We rely on our own assessment
of ESG risks. External research
is useful, but only in the context
of wider analysis.

fundamentals, technical or valuation rating to the bonds
we own.
̥ We are of the view that fundamentals, ESG, technical and
valuations factors interplay with each other, with some
factors having higher importance than others, at certain
times, and depending on the sector, company or specific
bond. Assigning an alpha-numerical rating, in our view,
risks over-simplifying the often complex nature of these
factors.

Investment approach/philosophy

Asset
allocation
Stock
selection

Duration
Artemis
Corporate Bond
Fund

Macroeconomic
input

̥ Engagement – we have a number of common holdings
with our equity colleagues. They principally lead on
engagements but this is an area we believe we can exert
more influence in 2022.

Microeconomic
input

Case studies

Rating

Yield curve

Social factors - We sold the position in Burberry in March
2021. Burberry had come under scrutiny over labour practices
on cotton in Xianjing and while it did stop sourcing its
cotton from Xianjing following these reports of poor labour
practices, this led to boycotts from Chinese consumers
who make up approximately half of its revenue base. We
were of the view that the financial risks emanating from
the ESG risks were not appropriately reflected in valuations
and exited the position. This was not reflected by external
ESG rating agencies which continued to rate the stock very
positively.

Sector
selection

Key elements of our ESG approach across Fixed Income
include:

Corporate bonds have a fixed
maturity

ESG integration

Corporate Bond

Actively managed and focused: We believe some parts of
the corporate bond market may be mispriced. We can take
advantage of this by avoiding these areas and seeking value
across the market.
Flexible: The strategy invests mainly in sterling investmentgrade bonds. But it does have the scope to invest in other
currencies when appropriate.

Environmental factors - We have been reducing our positions
in carbon intensive holdings due to the belief that the carbon
intensity of the portfolio will increasingly become an area of
challenge. We also seek to identify green opportunities in
companies which can be influential in the transition to a more
energy efficient future and can see revenues growth as a result.
Examples include car companies which are geared to electric
cars and are set to benefit from an increased market share,
companies which are focused on renewables, or companies
which are focused on environmental friendly packaging.

Nimble: The approach is agile enough to be able to alter its
positioning quickly as market conditions change.

ESG integration
A holistic ESG approach
Issuer level

• Which companies are exposed to E, S and G factors which
can impact valuations?
• E.g. product boycotts, governance failures,
fines due to environmental fallout

Bond level

• Is the specific bond green, social, sustainable or
sustainable - linked?

Sector level

As part of this process, we monitor a number of environmental
data points on a monthly basis for current holdings and pre
purchase for new positions (for example, carbon intensity,
emissions targets, company environmental commitments and
the implied temperature rise of a company). This data is often
incomplete and can be difficult to compare across various
industries and companies, but it will get better and can still
provide useful insights.

• Which sectors are exposed to an evolving ESG landscape?
(risks & opportunity)
• E.g. auto manufacturers (EVs), utility companies
(renewable energy)

• How does the portfolio compare to the index on ESG metrics?
Portfolio level • E.g. portfolio’s ESG metrics or carbon intensity vs. the
benchmark

Governance factors – There has been an uptick in private
equity firms engaging in leveraged buy-out (LBO) activities,
which would be detrimental to bondholders, particularly in the
instance where such a buy-out could result in a bond being
called at par. During the year we identified a subordinated
Telereal a bond which we believed was potentially at risk. BT
has been cited as being a potential LBO candidate, which could
result in BT bonds being downgraded if such scenario was to
materialise. Subordinated Telereal bonds are linked through
BT and so risk being negatively impacted by BT being bought
and re-levered. Taking into account the fact that the bonds we
owned had outperformed and that there was a potential change
in governance risk, we did not feel the price accurately captured
the fundamentals risk emanating from a potential change to
governance. As a result, we sold the bonds in June 2021.

̥ We look at ESG holistically, together with fundamentals,
technical and valuation aspects, to come to a decision
that will maximise performance.
̥ We do not operate an exclusionary approach or look at
ESG metrics in silo, in the same way that we would not
exclude a bond purely on a fundamentals, technical or
valuation basis.
̥ Not only do we look at ESG on a bond-by-bond basis, but
we also look at it from a portfolio perspective, with our
intention to reduce the portfolio's carbon footprint as an
example.
̥ We do not give an explicit internal ESG rating to a
bond, in the same way we do not assign an explicit
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ESG integration
Negative screening

Global High Yield Bond
Short-Dated Global High Yield Bond
Investment approach/philosophy
Global High Yield Index
~3,900 bonds

Around 100 of these names under
deep, constant coverage – either
current holdings or very close to being

Remove fundamental ESG concerns
~3,600 bonds

Proposal overview

Adient is a market leader in lightweight seating for electric
vehicles

Category

Labour practices: Making car seats is a labour-intensive
process – but this is a barrier to entry for competitors. The
markets in which these seats are made include Germany, USA
and Mexico which importantly are areas with very well trained
workforces and strong labour protection – positives from an
ESG perspective.

“Triage” fundamental analysis suggests
that roughly 400 issuers are of potential
interest – “the reserve list”

Avoid names with poor convexity
~2,800 bonds
Avoid deeply distressed bonds
~2,200 bonds

This is ~800 individual issuers

- Invest in high-yield bonds with the aim of offering greater
yields than government or investment grade corporate
bonds.

- We also have a particular focus on climate change risk and
those companies which are demonstrating alignment with
the transition to a low carbon economy.

- A global approach - the managers do not restrict
themselves to one region or currency when looking for
investments.

- On a monthly basis we monitor a range of climate related
metrics as part of this process including the weighted
average carbon intensity and exposure to high impact
sectors.

ESG integration

- In our detailed ESG methodology statement we set out
our general and industry specific areas of ESG risk and
focus1.

- During the year formal screens were implemented relating
to tobacco production, nuclear power and its supply
chain, weapons, fossil fuels and controversies in breach
of the UN Global Compact principles on human rights,
labour rights, the environment and corruption.

Case Studies
Many index-based fixed income investors will centre their
ESG analysis around overall ratings – our approach allows us
to truly understand the opportunities and threats ESG issues
offer/pose. These include:

- We do not consider the above-listed items to be the only
areas of concern from an ESG perspective. Our stock
specific analysis assesses if there are other potential
issues that might preclude investment.

White Cap is one of the US’s leading distributors of specialty
hardware, tools, and materials for large and medium-sized
contractors.

- For potential investments which clear these initial
screens, the investment team undertakes fundamental
credit analysis.
• We produce a financial summary/model of the business
with commentary for discussion by the wider team.

Given the nature of the industry, we were keen they continue
to focus and develop their sustainability strategy, policies and
processes.

• We consider ESG risks alongside ‘traditional’ financial,
covenant and transaction analysis; a non exhaustive
listing of universal and industry-specific areas of risk/
focus is included below.

We welcomed their first investor engagement survey on their
sustainability and corporate social responsibility strategy
which was circulated to current and prospective bond
investors in October 2021. We look forward to the results of
this survey being shared and actions taken. We will follow up
with the company in the early 2022 to assess progress.

Itelyum is the market leader in the recycling of used lubricant
oil in Italy, with the opportunity for expansion into Europe.
Itelyum is also a market leader (50% market share) in solvent
purification – another key element of the circular economy.
This provides diversification for the business as well as a
higher organic growth arm.

• We do not believe a standardised or fully-automated
approach to ESG analysis results in effective
management of ESG risks within a high-yield portfolio.
This is due to the often superficial and backward
looking nature of external research itself, as well
as incomplete coverage of the high yield market by
external ESG ratings services.
1

Director related
Director pay
Routine Business

During the year, the fixed income managers of this strategy
changed. It is now managed by the High Yield and UK Select
fund managers and therefore draws on the ESG integration
processes outlined on pages 46 and 19-20, with case studies
including White Cap, Adient and Entain applicable to this fund
too.

Where we have not voted primarily this was due to local market or regulatory related
reasons.
Source: Artemis for the year to 31 December 2021. Artemis High Income Fund

We aim to vote on all holdings where we are eligible.

Voting summary
Meeting overview
Percentage

26

Meetings voted

24

92.3%

6

25.0%

Meetings with at least 1 vote
against management

Adient is a long-term holding of the portfolios, rated poorly
by external providers.

https://www.artemisfunds.com/en/stewardship-and-esg
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2.4%

Breakdown of votes against management

Balancing risk and reward: in seeking a relatively high level
of income, the manager invests in bonds with a lower credit
rating. By analysing the prospects of companies who issue
these bonds, the managers aims to find the right balance
between risk and reward.

Votable meetings

9

Director pay: we voted against compensation proposals
at Mediaset Espana Comunicacion SA due to the lack
of disclosure provided by the company. No details on
performance had been disclosed for the short term incentive
plan. The remuneration policy did not provide enough detail
which could mean the implementation of the policy is entirely
at the board’s discretion.

This strategy invests predominantly in high-yield bonds and
also holds some equities. It aims to provide a combination of
a high level of income and capital growth, before fees, over
a rolling five year period. The managers define a high level of
income as equal to, or in excess of, the average yield of the
funds in the Investment Association's Strategic Bond sector.

Number

95.0%

Director pay: we voted against the Remuneration Policy at
Deutsche Telekom AG as the proposed policy contained
significant scope for discretion via extraordinary bonuses and
a modifier under the short term incentive plan, which falls
short of market best practice standards.

High Income

Category

378

Shareholder rights: we supported a proposal at Deutsche
Telekom AG to amend the company articles to allow
shareholders to ask questions during a virtual meeting as
we believe this would have a positive impact on shareholder
rights.

ESG integration

• The SICAV Global HIgh Yield and Short-dated Global
High Yield Bond funds are designated as SFDR Article
8 funds.

398

Items voted

Example votes:

Avoid riskier legal
systems
~1,900 bonds

- The aim is to increase the value of shareholders’
investments through a combination of income and capital
growth.

Percentage

Votable items

Items against management

Itelyum was bought at IPO in September 2021

Avoid largest, over -covered, index -dominated names
~3,300 bonds

Number
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̥ ESG research and data is collated from a range of
third-party ESG providers in combination with in-house
research to inform our decision-making process.

ESG integration

Strategic Bond

̥ We draw on expertise and common exposures across the
broad fixed income team and our equity colleagues

In November 2021, Rebecca Young and Juan Valenzuela took
over running this strategy. As outlined last year, ESG factors
were being considered by the previous team, but this process
has been developed further since the end of the year.

̥ We consider material ESG factors at an individual issuer
level but also in the context of the wider portfolio to fully
understand our aggregate risk exposures.
̥ On-going monitoring efforts include company specific
ESG alerts, monthly review of holdings with Artemis’
Stewardship Team and a quarterly review of ESG
positions with Artemis’ Investment Risk team and CIO.

Investment process

Macroeconomic
input

Asset
allocation

Yield
curve

̥ Engagement: As lenders, we have less scope versus
equity investors to influence management behaviour,
but Artemis has a strong equity fund offering and we can
coordinate with our equity colleagues at the firm to help
influence/bring about change. As bond holders we can
also exercise our rights to dispose of the fund’s holdings
or by refusing to lend to a company in the future. From
time to time we will get access to company management
at new bond deal roadshows or investment conferences
and we seek to raise material ESG issues/concerns as
appropriate on these occasions.

Duration

Artemis
Strategic Bond
Fund

Stock
selection
Sector
selection

Cross
market
Inflation

ESG
integration

Rating

Microeconomic
input

2022 focus areas:
ESG integration

̥ For the year ahead, engagement will be a key area of
focus – across the broader fixed income team, across
Artemis (with equity colleagues) and across the industry
(for example through collaborative initiatives).

Target Return Bond

̥ Another area of planned development will be on our
ESG approach to sovereign bonds. As at the yearend sovereign bonds represented a relatively small
proportion of the portfolio at under 10%, and were all
in developed markets. However exposure can be much
higher and we recognise it as an area where we can do
more, especially in light of recent global macro-economic
developments post the pandemic such as supply
pressure, energy security and transition and their impact
on inflation, economic growth and interest rates.

This fund is managed jointly by members of our Corporate
Bond and Strategic Bond teams and therefore draws on the
ESG processes outlined on pages 45 and 48.
The portfolio has the ability to generate capital gains from
long and short allocations across fixed income using physical
bonds and derivatives. It invests mainly in developed-market
government and investment-grade bonds but may also invest
up to 40% in a combination of high-yield and emergingmarket bonds.
Best ideas from an experienced team: Drawing on its
different areas of expertise within fixed income, the team
aims to identify opportunities across a broad investment
universe.
Clarity about underlying investments: Sources of return
are clearly bracketed within three modules: carry, rates and
credit, providing investors with information on where risks
are being taken and returns generated.

Developments:

Attractive potential for risk-adjusted returns: Through a
carefully weighted combination of directional and relative
value trades, the team aims to invest in fixed-income markets
without sacrificing liquidity, decreasing credit quality or
exposing investors to an elevated level of interest rate
sensitivity.

̥ Since taking over management of the portfolio, we have
actively reduced the carbon intensity and exposure to
material impact sectors.

̥ An unconstrained approach: This strategy aims to
provide a combination of income and capital growth over
a five-year period. The managers look to generate returns
firstly by active asset allocation across the spectrum of
the bond universe, secondly from duration decisions,
thirdly through on-going optimisation of the portfolio
positioning with respect to stock selection, rating, sector
selection, inflation, cross market and yield curve. The
managers aim to preserve capital in difficult times and to
profit when conditions improve.

̥ The carbon intensity of the fund is meaningfully lower
than the broad credit universe we select from (the ICE
BofA Global Corporate & High Yield Index). This has been
driven by a number of factors including engagement with
the stewardship team since becoming a signatory to the
Net Zero Asset Managers initiative.

ESG integration: ESG is embedded into our fundamentals,
valuation and technical analysis
- Fundamentals: poor governance or exploitative
social/environmental activities threaten cash flow
sustainability

̥ After careful consideration of individual risk/reward
dynamics, a number of exposures in the utilities and
energy sectors were liquidated, including a number of oil
and gas holdings, for example Gazprom.

̥ Diversifying risk: The core of the portfolio is allocated
across investment-grade credit, high yield credit and
government bonds. The fund has the flexibility to use
derivatives (for example such as credit default swaps or
interest rate futures) with the aim of adding/reducing risk
and to manage the fund’s overall duration.

- Valuation: where are ESG bonds trading relative to ‘nonESG’ bonds?
- Technical: ESG considerations are driving investor
behaviours

̥ ESG considerations for issuers in the oil and gas sector
have now become a major driver of credit spread
performance. An increasing number of investors have
been reducing their exposure to the sector or outright
excluding the sector from their investment mandates
altogether. This negative technical was therefore an
important input into our decision-making process, and
we felt it prudent, given valuations, to reduce our overall
exposure.

ESG Approach:
̥ The managers look to identify resilient business models
which support sustainable free cash flow generation so
that the businesses they lend to can comfortably meet
their debt service obligations over the long term. The
consideration of materiality and trajectory of ESG risks/
opportunities are a key focus, with the ultimate aim to
positively contribute to fund performance over the long
run.

As with all our fixed income teams, we utilise a range of
external data and IT-tools to assist our process (such as ESG
heat maps and daily ESG alerts).

̥ We retain a reduced exposure to the energy sector and
going forward we expect credit selection in this area will
naturally require a higher hurdle rate to earn a place in
the portfolio.

̥ ESG factors are considered in tandem with fundamental,
technical and valuation considerations. Ultimately if
valuations are sufficiently compelling and the managers
believe they are compensated for the risk, in a broad
sense, those issuers will be included within the portfolio.
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Multi-asset

• Directors’ approach to managing capital can create
risk to an investment through value destructive
mergers and acquisitions, taking on excessive debt,
and the awarding of share options to directors and
employees. For this reason, a significant proportion
of our portfolio is invested in owner-operated
businesses where alignment of incentives with
shareholders is clear.

Strategic Assets1
Investment approach/philosophy
The objective is to grow capital by more than 3% above
the Consumer Price Index (CPI) per year (after fees) over
a five-year period. We invest in a variety of asset classes.
Equities are intended to be the primary driver of returns. The
portfolio can also have exposure to fixed income markets
− primarily sovereign bonds − as well as commodities and
currencies when appropriate, their proportions changing
as economic and market conditions evolve. We can short
assets selectively as a hedging tool and to provide additional
diversification.

̥ Valuation
• When valuing businesses, we aim to incorporate our
assessment of the likely impact of environmental
and social factors on demand, cost and profitability
by looking at the probability of possible outcomes.
• Our valuation framework is adjusted to incorporate
the impact that strong governance can have on
a business over the long term. We place a high
emphasis on assessing the “capital” as well as
“corporate” governance of a business. We define
capital governance as the use of excess capital
generated to reinvest or distribute proceeds to
maximise long-term business and stakeholder value.

Our approach uses a long-term value investing strategy to
pick stocks. The framework is based on valuing companies
using fundamental analysis and sizing positions according to
the attractiveness of share prices relative to our view of their
value. The fund’s strategy is underpinned by a core principle
that the key driver of long-term value is achieving a high
return on capital employed.

Engagement and voting
̥ We actively monitor ESG risks and opportunities within
our portfolio, engaging with management to improve
both disclosure and outcomes. We actively engage with
management on topics of capital allocation.

ESG integration
̥ Companies that do not adhere to good governance, or
look after their employees, the environment, and wider
society are at risk of inhibiting their long-term potential.
Therefore, the investment process requires a focus
on the ESG risks and opportunities present in each
business.

̥ We vote all our stock where possible and use voting
and engagement in combination to drive change where
necessary.

Total number of company meetings: 41

̥ The research-intensive process focuses on monitoring
competitive advantages that drive high returns. In
practical terms, this involves site visits, observing
competitors and engaging with management to gain
confidence in the sustainability of returns. The resulting
portfolio has concentrated holdings while retaining broad
diversification across sectors.

Meeting overview

ESG considerations are entrenched in our investment
process, involving assessments in two distinct areas:
̥ Risks of a permanent loss of capital

Meetings voted

29

93.6%

Meetings with at least 1 vote
against management

10

34.5%

Number

Percentage

Votable items

432

items voted

414

95.8%

37

8.9%

Director related – director elections: We supported a
shareholder resolution at Dignity to replace the chair with
a director who in our view is better placed to address the
strategic and capital allocation priorities. We have engaged
extensively with the company on board composition (both
executive and non-executive) and capital allocation prior and
following the EGM.

The Artemis Alpha Trust plc adopts the same approach to stewardship as the Artemis Strategic Assets Fund.
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Source: Where we have not voted primarily this was due to local market or
regulatory related reasons
Source: ISS, Artemis for the year to 31 December 2021. Artemis Strategic Assets
Fund

Case Studies
Throughout 2021 we have retained our holdings in airlines easyJet and Ryanair, whose operations are carbon intensive.
For both businesses, central to our investment case is their
market-leading environmental credentials. Both airlines have
fleets with significantly above average carbon efficiency and
easyJet voluntarily offsets all carbon emissions from flying on
behalf of its customers.
Carbon emissions (grams) per passenger kilometre in 2019

92

90

79

70

66

57

30
0

Example votes:

• Environmental and social factors have clear scope
to impact the likelihood of obsolescence, regulation,
and perception. We generally avoid areas such as
tobacco where such impacts are uncertain making
long-term judgements difficult. Our second line of
defence is to ensure that in a reasonable worst-case
scenario of a likely negative impact, our investment
is not impaired.

1

31

items against management

Director pay
Director related
Other governance
Routine business
Environmental/Social
Capital allocation

60

Votable meetings

Category

Just Eat Takeaway has adopted a differentiated approach in
the sector by voluntarily choosing to fully-employ couriers.
This brings several benefits to employees – guaranteed
wages, holiday and sick pay, as well as insurance. This has
meant it has more likely incurred higher costs than peers.
However, given recent regulatory developments which bans
the use of gig economy couriers in some European countries,
this initiative has provided the company with a reputational
advantage in the eyes of both couriers and customers, which
should benefit it over time. We think this is a good case
study in suggesting that investing in aligned and long-term
focused management teams may be one of the best forms of
protecting against ESG risks.

Breakdown of votes against management

Percentage

Proposal overview

• We judge there to be a range of distinct factors
that creates risks to capital, such as: business
obsolescence (competition/innovation), fraud
(accounting/ misrepresentation), excessive leverage,
misjudgement of value, management (value
destructive M&A), and other idiosyncratic factors
(perception/regulation).

Director pay: We voted against the director pay report at
Plenti Group as the performance period for the long term
incentive scheme is too short.

90
Number

shares, and Wetherspoons has historically paid nearly 50%
of its profits in free shares to employees. Through rewarding
employees and aligning incentives with shareholders, these
companies are demonstrating strong adherence with good
social and governance principals.
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Voting summary

Category

Environmental: We supported shareholder resolutions at
Charter Communications and Berkshire Hathaway asking for
more information on climate risk and disclosure.

Lufthansa

IAG

Air France
KLM

easyjet

Ryanair

Wizz Air

Source: Bank of America, company reports

Essilor Luxottica (eye care and supplies) generates
significant social good through the better healthcare
outcomes that their operations create. In 2021 the company
ensured that over 19m people received free vision care in
developing countries, and their breakthrough developments
to help avoid myopia in children will benefit an entire
generation globally.
Curry’s (retail electronics), Essilor Luxottica and JD
Wetherspoons (restaurants and bars) are businesses that
demonstrate strong ESG credentials through incentivising all
employees with share awards or ownership schemes. In 2021
Curry’s awarded share grants to 16,000 employees, Essilor
Luxottica announced that over 65% of its employees owned
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Breakdown of votes against management

ESG integration

Managing 3rd party providers

Monthly Distribution

Service

Provider

Investment approach/philosophy

Proxy voting research & vote
processing

ISS

ESG scores, research & data

MSCI ESG Research, Truvalue
Labs

ESG risk ratings

Sustainalytics

Business involvement screening

MSCI ESG Research

Climate & carbon analytics

MSCI ESG Research

The aim is to generate monthly income, combined with some
capital growth over a five year period. The fund typically holds
approximately 60% bonds and 40% equities. Blending the
two offers some of the capital and income growth potential
of equities, along with the greater predictability of bonds. It is
managed jointly by members of the Global Income and High
Yield bond teams.

Director related
Director pay
Routine business
Capital allocation
Environmental/Social

Where we have not voted primarily this was due to local market or regulatory
related reasons.
Source: ISS, Artemis for the year to 31 December 2021. Artemis Monthly
Distribution Fund

The approach to ESG integration combines the equity
process outlined on pages 36-37 and 47, with case studies
including Maersk, Exxon Mobil and Pfizer applicable to this
fund too.

Voting summary
Meeting overview
Number

Percentage

Votable meetings

60

Meetings voted

60

100.0%

Meetings with at least 1 vote
against management

26

43.3%

Number

Percentage

Votable items

694

items voted

673

97.0%

52

7.7%

items against management

In 2022, the Stewardship team will be conducting a review of
investment banks’/sell-side ESG research both company and
thematic to provide additional insight into our ESG approach
and investment decision making. We are also working on
how we can share more of the data, research and insights
across the investment and stewardship teams.

All our providers send regular newsletters and organise
webinars and interactive sessions on their services and
planned enhancements. We have access to a dedicated
account management team at each provider who can
answer questions and with whom we can raise concerns if
necessary.

Proposal overview
Category

In the latter half of 2021 our operational oversight and control
team started work on establishing a new framework for
on-boarding, due diligence and ongoing oversight of thirdparty providers. This work continues into 2022 and involves,
for example, provider risk assessment, record keeping and
internal oversight and review processes.

Our service providers offer a mix of: data only; data and
research; and data, research and vote processing. We were
in regular contact with all service providers throughout the
year and formally review performance annually. For most
providers this is a qualitative assessment of whether the
data and research are additive to our investment decision
making and whether the providers are providing regular
improvements in both the quality of the information and
how we can access and use that information. The availability
of research and our ability to access it through multiple
platforms familiar to our fund managers and analysts is also a
requirement.

We aim to vote all holdings where we are eligible.

Category

and quality of data needed for SFDR purposes. These
discussions are ongoing into 2022 and we see these as areas
where we have made good progress but anticipate that we
will continue our work together to improve our analysis and
fill data gaps. We are working with MSCI ESG Research to
ensure that access to the data is available in other platforms
that our fund managers and analysts use. We engaged with
MSCI ESG Research on the practicalities for improving the
timeframes for data updates and now have more visibility on
the schedule of updates.

ISS is our sole provider of proxy voting services including
research, data on meeting results, reporting services as
well as transmitting our voting instructions to company
meetings. In 2021 we conducted an assessment with ISS
as to how we could improve the workflow between ISS, our
internal vote processing function and the fund managers
and analysts. The process of advising fund managers of
upcoming company meetings, associated voting items and
research has now been streamlined and relevant information
is now delivered on a timelier basis. This gives fund managers
and analysts more time to review materials and make voting
decisions. Annually, we review our voting policy with the ISS
research team. In 2021, we discussed changing best practice
on board diversity, data availability on diversity beyond
gender for example ethnic and racial diversity, and how we
could incorporate board accountability on climate change
into our voting decisions. ISS provided input on how we could
practically implement these changes into our voting policy
for 2022.

Example votes:
Director related – director elections: we voted to elect
Engine No.1’s director nominees to join the board at
Exxon Mobil, in order to improve operational performance
particularly with regard to the energy transition.
Social: we supported a shareholder resolution at Johnson
& Johnson asking for more information on drug pricing and
access to medicine decisions.
Director pay: we voted against named executive officers’
compensation at Coty given ongoing issues with director
compensation and the overall size and performance
timeframe of long term incentive awards.

Our work with MSCI ESG Research in 2021 primarily focussed
on climate data, methodologies for assessing portfolio
alignment with the Paris climate goals1 and the availability
1 The Paris Agreement is a legally binding international treaty on climate change. It was adopted by 196 Parties at COP 21 in Paris, on 12 December 2015 and entered
into force on 4 November 2016. Its goal is to limit global warming to well below 2 degrees Celsius, preferably to 1.5 degrees Celsius, compared to pre-industrial levels.
https://unfccc.int/process-and-meetings/the-parisagreement/the-paris-agreement
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Managing Conflicts of interest
When considering conflicts of interest, our approach is to always act in the best interests of our clients – treating them fairly in every
interaction and communicating with them in an open and transparent manner.
Our Conflicts of Interest Framework has five key components:

The following tables give examples of potential conflicts of
interest, and how we manage these.

• Examples of where conflicts might arise include: the order and execution of trades; access to inside information; management
of side-by-side client accounts; voting and engagement; confidential client information; personal account dealing; gifts and
entertainment; additional employment or outside interests; and new product launches.
• We maintain a Conflicts of Interest Register and records of personal account dealing, gifts and entertainment, and additional
employment or outside interests.
• All members of staff are required to read and adhere to the policy and provide an annual attestation of compliance as regards any
personal conflicts of interest. They are also encouraged to seek advice from the Risk & Compliance team if there is any doubt about
how a potential conflict of interest should be managed.
• The Conflicts of Interest Register is reviewed, at least, on an annual basis.
• Our Conflicts of Interest Policy can be provided on request.

2. The Conflicts of Interest Management
Process describes the methodologies
adopted to identify, assess, manage, record
and, where appropriate, disclose conflicts
of interest relevant to the firm. Where we
identify a conflict of interest which has
arisen, or may arise, we use one of four
methods to manage the risk of material
damage to the interests of our clients. These
methods are described in the table.

Managed by

Description

Avoid

We will not undertake the activity which may give rise to the
conflict of interest.

Control

We have put in place controls to prevent the conflict of interest
from constituting or giving rise to a material risk of damage to the
interests of our clients.

Disclose

We have disclosed the general nature and/ or sources of the conflict
before undertaking the activity which may give rise to the conflict.

Decline
to act

We determine that the potential conflict of interest cannot be
managed effectively and will decline to provide products and/or
services to a particular client or group of clients.

3. The Conflicts of Interest Reporting framework component outlines the approach we use to report on conflicts of interest to
relevant governance fora. Central to this approach is internal reporting of an aggregated conflicts of interest dashboard which
communicates the status of our most significant conflicts of interest and associated controls.
4. Conflicts of Interest Governance refers to the governance arrangements and defined roles and responsibilities for managing and
overseeing conflicts of interest.
Our Management Committee has ultimate accountability for the enterprise-wide Risk Management Framework addressing our
regulatory, financial and other obligations and responsibilities, including, but not limited to, our arrangements to avoid or manage
conflicts of interest. The Compliance, Risk & Internal Audit Committee (whose members are non-executive) is responsible for
monitoring and overseeing the effectiveness of our systems of internal control to avoid or manage conflicts of interest.
At an executive level, the Risk & Compliance Committee is responsible for overseeing the management and maintenance of
conflicts of interest systems and controls and for having a holistic view of the effectiveness of these. The policy and framework
are updated annually by the Risk & Compliance team and reviewed and approved by the Risk & Compliance Committee.
5. Conflicts of Interest Training and Awareness
This refers to the arrangements in place to ensure that all partners and staff understand our approach to managing
conflicts of interest risk, including their individual responsibilities.
Failure to act in accordance with the framework will be regarded as a serious matter and could result in disciplinary action.
All violations are reported to our Chief Risk Officer, the Risk & Compliance Committee, and the Compliance, Risk & Internal
Audit Committee.

Risks
̥ One client’s trades executed
before another’s when
dealing in the same financial
instrument
̥ Trades in the same underlying
financial instrument are
not allocated fairly between
participating clients i.e.
“cherry picking”
̥ In certain circumstances,
transactions may be
undertaken which may not
be fully completed. This could
encourage a fund manager to
allocate the executed portion
of the order to certain clients
to the detriment of others

Conflict Type - Firm vs Client
Voting Shares where Artemis has a business relationship with the
investee company
Risks

1. The Conflicts of Interest Policy sets out minimum requirements and standards. It describes how we manage conflicts of
interest with a view to taking all reasonable steps to prevent conflicts of interest from adversely affecting the interests of clients.
The policy highlights the conflicts of interest commonly faced by investment management firms and explains the processes
established by us to ensure that identified conflicts of interest are managed in an appropriate and reasonable manner.

Conflict Type - Client vs Client
Aggregation and allocation conflicts between clients of a firm

Controls

̥ We might support management ̥ Any proposed vote against our
voting policy at an investee
proposals at an AGM/EGM
company meeting where we
where we have a business
have a relationship is discussed
relationship with an investee
with the CIO.
company, such as:
̥ where we hold voting shares
̥ On a half yearly basis votes
in AMG;
against policy, where the
percentage of votable shares
̥ In a company which is our
was >1% and the dissent level
client
>20%, are presented to the
̥ in a company which is a key
investment committee with
distributor of our funds or
rationale for our voting decision.
adviser to our clients; or
̥ in a company where a member ̥ Directorships require Senior
Partner pre-approval in line with
of our staff is a director.
our Outside Activities policy.

2021: there were no trades detected, by either first or second line oversight,
that raised concern or did not adhere to our aggregation and allocation policy.

2021: During the year there were no votes recorded which were not in line
with the Artemis policy recommendation on a holding where a material
potential conflict had been identified. There were also no unusual warnings
or alerts flagged by Investment Oversight on a holding where a potential

Conflict Type - Intragroup Between Artemis Investment Management
(AIM) LLP and Artemis Fund Managers Ltd (AFML)
Risks
̥ The appointment of an inhouse investment manager
(in our case, AIM LLP)
might lead to decisions that
favour the interests of the
investment manager and are
not in the best interests of
fund investors.
̥ An in-house investment
manager may be less inclined
to exercise a suitable level of
fund oversight in comparison
to that of an independent
investment manager.
̥ An in-house investment
manager might not give
sufficient focus to the overall
service and value being
delivered to fund investors.

conflict had been identified.
Conflict Type - Individual vs Client
Where a member of staff has outside interests which may conflict
with the interests of Artemis or our clients
Risks

Controls

̥ Member of staff has an external
directorship of, and/or material
investment in, a company in
which we have invested or
intend to invest on behalf of our
clients.
̥ Member of staff has an external
directorship of, and/or a material
investment in, a company with
whom we have a business
relationship.
̥ Member of staff has a material
investment in, and/or time
commitment to, a non-Artemis
business undertaking.
̥ A member of staff has a
relationship with an individual
employed by another firm that
may influence behaviour in
a way that conflicts with the
interests of our business and
our clients.

̥ Our Outside Activities policy
requires all members of staff to
disclose outside interests where
an actual or perceived conflict
arises.
̥ Members of staff must seek Senior
Partner approval before making a
material investment in, and/or time
commitment to, a non-Artemis
business undertaking.
̥ Investment by Artemis in a
company in which a member of
staff has an external directorship
of, and/or investment in, requires
approval by the Senior Partner.
̥ All staff are required to disclose
personal relationships with
employees of firms in a business
relationship with Artemis. We may
reallocate responsibility to avoid
potential conflicts of interest.

2021: During the year Artemis’ Outside Business Activities Policy and
associated pre-approval and disclosure controls continue to operate
effectively. The firm has not identified any significant concerns
regarding staff member outside activities that may conflict with the
interests of Artemis or its clients.

Controls
̥ All of our governance bodies are
constituted under Terms of Reference/
Matters Reserved, which include
responsibilities to identify and manage
conflicts of interest and act in the best
interests of our clients.
̥ The AIM LLP Management Committee
(board equivalent) includes two
experienced Non-Executive Officers.
The Board of AFML includes two
experienced Independent NonExecutive Directors. The role of the
Non-Executives is to contribute
impartial views, help to ensure
decisions are in the best interests
of clients, and that robust oversight
arrangements (including on conflicts of
interest) are in place.
̥ Our governance structure and
enterprise-wide Risk Management
Framework is designed to ensure
that effective oversight and control is
exercised across the business, primarily
for the benefit of clients (‘clients first’
cultural principle).
̥ The Board of AFML oversees the
product governance framework,
including the annual product review
process and annual assessment of
value reporting. Instructions will be
given to the investment manager if
actions are needed to enhance the
delivery of value to clients.
̥ All of our governance bodies are
subject to an annual effectiveness
review, which includes an
assessment of effectiveness in
discharging responsibilities, including
responsibilities for acting in the best
interests of clients.

2021: During the year Artemis’ Conflicts of Interest Framework and the
Product Governance Framework continued to operate effectively. The firm
has not identified any significant concerns regarding conflicts (or potential
conflicts) between the investment manager or the authorised fund manager
which may conflict with the interests of Artemis’ clients. In addition, the firm
undertook an annual committee effectiveness review the results of which
identified no significant concerns or gaps in relation to the effectiveness
of the firm's governance framework which required escalation.

In 2022, we will continue to review and enhance our existing practices, especially in light of the the detailed FCA findings in
relation to conflicts of interest practices within the investment management industry.
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Controls
̥ Prevention. Regulatory requirements on
client order priority and fair allocation
reflected in internal procedures and
systems controls
̥ Detection. Client order priority and fair
allocation monitoring conducted by
Investment Oversight and reviewed
by Risk & Compliance, with regular
reporting provided to internal
governance committees
̥ Segregation of duty between Fund
Managers and the Centralised dealing
desk.
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Identification and response to
market-wide and systemic risk

Cyber risk management was another key priority in 2021 and
has taken an even greater focus at the start of 2022 with
recent geopolitical events. Mandatory cyber risk training
was rolled out to all colleagues during the year, together with
regular updates on developments when required.

Overview
Our Management Committee considers the risks to our
business and sets appropriate risk appetites for these.

Regulatory developments continued at pace, with many
bringing increased emphasis on the importance of
investment firms’ stewardship approach and activities.
These regulatory developments have been announced at
international, global-region and individual country level,
bringing forward new sustainability and climate disclosure
rules and standards for securities issuers, asset owners
and asset managers. At an international level, this has
included the launch of the International Sustainability
Standards Board (ISSB) at COP26 in November 2021 to
promote improved, globally consistent company reporting
of ESG matters to help asset managers comply with their
own sustainability disclosure rules. The EU’s Corporate
Sustainability Reporting Directive and Non-Financial
Reporting Directive and the UK’s requirements for TCFDaligned disclosures by listed companies also seek to achieve
improved corporate reporting for the same purpose. The
main sustainability disclosure rules directly impacting
Artemis as an asset manager are the EU’s SFDR, TCFD, and
the FCA’s Sustainable Disclosure Requirements (SDR) and
investment labels on which we await publication of the final
rules by the FCA. To manage the cross-business impact
of the changing regulations, an ESG working group was
established with representatives from a range of different
departments. This group has already been very active in
monitoring and actioning developments in 2022.

We have eight principal risk categories:
1.

strategic and business risk

2.

counterparty and credit risk

3.

market risk

4.

liquidity risk

5.

operational risk

6.

regulatory risk

7.

vendor risk

8.

group risk

For each of these, we have an underlying suite of Key Risk
Indicators (KRIs) which are used to monitor our risk profile
versus risk appetite. The status of these KRIs is reported
to, and challenged by, the Risk & Compliance Committee
and the Executive Committee on a monthly basis, and the
Compliance, Risk & Internal Audit Committee on a quarterly
basis.

Developments during the year
During 2021, our investment risk team significantly evolved
the reporting and challenge of our funds' approaches to
ESG factors, through our Artemis ESG dashboard which
was developed in Spring 2021 and has inputs from a number
of different sources. This is used during the quarterly
investment risk review meetings to challenge our fund
managers, a process led by the Investment Risk team with
involvement from the CIO. But it is also available across the
business and used widely.

On SFDR specifically, we have taken steps to meet the
applicable disclosure requirements. Five of our SICAV
sub-funds now have investment objectives that meet the
disclosure requirements of Article 8, and one SICAV subfund has an investment objective that meets the disclosure
requirements of Article 9. This involved a thorough process,
drawing on the work undertaken on the responsible
investing stamps, consultation with the fund managers of
the respective investment strategies, wider stakeholder
feedback, and internal oversight and challenge led by the
CIO with input from stewardship, risk, sales and product
departments. Oversight was provided by the Investment
Committee and approval by the Product & Distribution
Committee. The funds were then tabled for recommendation
to the SICAV Board. Once Board approval was obtained,
regulatory applications were prepared in consultation with
external counsel. Following regulatory approval, affected
investors in the funds were served advance notice prior to
the changes becoming effective. For one fund, where the
changes were deemed fundamental, requiring investor
approval, an extraordinary general meeting was convened
wherein investors could vote on the proposal. After the
conclusion of the notice periods, the fund documents were
updated and new exclusions controls became effective in the
order management system.

We also recruited two additional equity risk managers
enabling us to strengthen our market risk oversight
processes and significantly improved our fixed income
market risk analytics. In addition, we conducted a liquidity
wargaming exercise to ensure smooth running of our
portfolios in a liquidity constrained environment in the
interests of our clients. This exercise was successful with
a few lessons learned focused on early notification and
formalising the management of portfolios if we needed to
suspend sales and redemptions in our funds.
The impact of inflation, both on the investments we hold and
our business in general, was a risk that grew in prominence
throughout the year. This factored into actions across
the risk function and more broadly. For example, it was
incorporated into the quarterly investment risk fund manager
meetings and was the focus of a number of fund manager bimonthly meetings. In addition, scenario analysis and stress
testing on the resilience of different strategies to inflation
and stagflation was presented to the Investment Committee.
The Committee considered the output, but no immediate
action was considered necessary.

Industry involvement

Contribution to industry initiatives
At an industry level, we are involved in various Investment
Association (IA) Committees such as the IA Business
and Enterprise Risk Committee and the Fund Liquidity
management working group. Through this membership
we have contributed to the IA’s Risk Radar initiative which
highlights and summarises current and emerging risks which
present themselves in the investment management industry.
The Risk Radar is reviewed regularly and is made available to
IA member firms to share experience and assist firms in the
identification and management of industry relevant risks in
an effective manner.

We recognise that to instigate change a collective approach can
often make success more likely.
We have a responsibility not only to develop and enhance our
own commitment to stewardship but also recognise the role
we must play in actively participating in industry-wide initiatives
to promote continued improvement of the functioning of our
industry.
Given our size and the nature of our investment strategies,
on an annual basis we review how our resources can be best
deployed to be involved in initiatives relevant to our business
but also to enable us to actively contribute to the wider
industry.

On Stewardship, our involvement in industry initiatives is
outlined in further detail on pages 57-58, and specific details
on our approach to climate change and diversity as key issue
areas set out on pages 59-61.

We have a short list of criteria we assess ahead of participating
in any initiative which includes considerations such as:
significant and increasing interest from our stakeholders;
regulatory pressure for change; improving best practice within
the investment management industry and areas where we
invest; and whether industry initiatives are established, wellsupported and focused on the material, financial impact of the
issue. On an at least annual basis we will review our current
memberships to ensure these criteria are still being met.

Areas for development
Our ESG dashboard will continue to evolve and incorporate
new data sets where appropriate. A particular focus will be
on monitoring the risk associated with climate, especially
given our signatory status of the Net Zero Asset Managers
initiative which will include metrics such as current and
projected carbon emissions. More details on this can be
found in the climate change section of this report on pages
59-60.

We continue to believe that diversity and climate change
remain key issues for our stakeholders and for us as a business
and we do not see this changing for the foreseeable future.
This is evidenced from questions we receive from our clients
and their advisers, consultations and policy statements from
regulators and governments. The IA sets out in its Shareholder
Priorities for 20221 and for investors these two areas remain
critical drivers of long-term value for companies. Both diversity
and climate change also influence, and are impacted by, our
own operations and the work of our charitable foundation.
Please see the corporate responsibility pages on our website for
more information.2

Some of our funds have implemented ESG screens during the
year and made changes to their objectives, for example the
European Sustainable Growth Fund and SmartGARP Paris
Aligned Global Equity Fund with changes implemented in
2022. We are therefore working to evolve the way we respond
to these changes, notably at the quarterly investment risk
review meeting.
In addition, we are working on the development of an
improved investable markets heat map, which is especially
relevant in the current period of geopolitical risk.

In addition to these themes (see pages 59-61 for further details),
we participate in a number of industry wide memberships and
associations which support our focus on integrating those
factors which do or could have a material financial impact on
company performance.
These include:

Principles for Responsible Investment (PRI)
We became a signatory to the PRI in 2015.3 The PRI is supported
by the United Nations and is a global organisation which works
to understand and promote the investment implications of ESG
factors in investment and ownership decisions. Signatories
commit to the six principles including to report annually on
their responsible investment activity. A copy of our latest PRI
report (2020) is available from the Stewardship and ESG page on
our website4. We received an A for the strategy and governance
module at the last assessment. We await the results of the
delayed 2021 assessment.
https://www.theia.org/sites/default/files/2022-03/IA%20Shareholder%20Priorities%20and%20IVIS%20approach%20for%202022.pdf
https://www.artemisfunds.com/en/about-artemis/corporate-and-social-responsibility
3
https://www.unpri.org/searchresults?qkeyword=&parametrics=WVSECTIONCODE%7c1018
4
https://www.artemisfunds.com/en/gbr/investor/stewardship-and-esg/industry-initiatives
1
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The Investor Forum (Forum)
We were a founder member of the Forum in 2015. The
Forum helps institutional investors to work collectively
to escalate material issues with the boards of UK-listed
companies. In 2021 we continued our involvement in the
Barclays engagement on its climate commitments. We also
participated in a number of the Four O’clock Forum series,
and had initial conversations regarding some proposed
engagements which were then not initiated.
3

Barclays Ahead of the 2020 AGM the bank set out landmark
climate ambitions and in November 2020 it outlined the
methodology for monitoring emissions, introduced new
2025 targets and committed to further action and enhanced
reporting. This work developed in 2021 and we continued
to be part of the collective engagement through the Forum
as well as engaging independently with the chairman and
executive charged with leading the bank’s efforts in tackling
climate change. Engagement is ongoing. Please see page 20
for further details (UK Select).

Sustainable Accounting Standards Board (SASB) –
Alliance member

Climate change

We became members of the SASB Alliance in 2019.4
SASB’s mission is to help businesses around the world
identify, manage and report on the sustainability topics
that matter most to investors. SASB developed a set of 77
industry-specific standards which identify the minimal set
of financially material sustainability topics and associated
metrics for companies to report on. The standards were
published in November 2018. As an Alliance member we
support the work of SASB and promote the use of the
standards amongst our investee companies and use the
standards as an input into our assessment of financially
material ESG issues. In June 2022, the SASB standards will
consolidate under the IFRS Foundation, which is establishing
the new International Sustainability Standards Board (ISSB).
We are supportive of the development of internationally
recognised sustainability reporting standards.

Background and context

Climate change and investment at Artemis

The international climate conference, COP26, was held in
Glasgow in November 2021. The Glasgow Climate Pact was
agreed on 13 November 20211 but there were other significant
announcements and commitments during and after the
conference such as the new International Sustainability
Standards Board (ISSB)2 to develop a comprehensive global
baseline for sustainability disclosure standards. The Glasgow
Financial Alliance for Net Zero (GFANZ)3 set up in the run-up
to the conference, is a global coalition of financial institutions
committed to accelerating the decarbonisation of the
economy. GFANZ published its first report during the summit
which set out its plans covering areas such as mobilising
capital, sector pathways to net zero, transition plans and
portfolio alignment measurement.

During COP26 we announced that we had become
signatories to the Net Zero Asset Managers initiative
(NZAMi) and committed to:

The Investor Agenda4 is a collaboration between seven
investor groups aiming to deliver best practice investor
guidance and coordinate a number of investor and
finance sector initiatives on climate change. We joined the
Institutional Investor Group on Climate Change (IIGCC) – a
partner organisation of The Investor Agenda in October 2021
as part of our commitment to Net Zero Asset Managers
initiative (NZAMi)5.

During 2021 we used quantitative and qualitative data
provided by MSCI ESG Research on climate metrics, the
Transition Pathway Initiative (TPI), Climate Action 100+ NetZero Company Benchmark (CA100+ benchmark) and the
Science-Based Targets initiative (SBTi) to inform our analysis
of portfolio companies. MSCI ESG Research provides data
on the current and historic performance of carbon related
activity such as carbon intensity, fossil fuel reserves, green
and carbon-based revenues. More recently we have looked
at analysis using the Network for Greening the Financial
System’s (NGFS) climate scenarios6 and the alignment of
portfolio constituents with the Paris climate goals using
MSCI ESG Research's implied temperature rise methodology.
The methodology calculates a temperature score in
degrees Celsius (°C) to provide an indication of how closely
a company’s greenhouse gas (GHG) emissions pathway is
aligned with keeping global warming to well below 2°C above
the preindustrial average by 2100. As a complement to this
approach the TPI provides a publicly available assessment
of the quality of a company’s carbon management both risks
and opportunities and carbon performance (targets and
emissions pathways) in key climate risk sectors. We use the
CA100+ benchmark to assess short, medium and long-term
carbon emission reduction targets, climate strategy, capital
allocation, political lobbying, the internal governance of
climate risk and TCFD disclosure. The Science-Based Targets
initiative introduced a net-zero standard in 2021 and will only
accept corporate 1.5°C aligned-targets from June 2022. We
use this public dataset as an input into our assessment as to
which companies are committed or committing to net zero.

The FRC’s Financial Reporting Lab (Lab)

We also attended group meetings with both Unilever and
GlaxoSmithKline. While we did not hold Unilever across
any strategy during the year, the company presented on its
climate transition action plans. As this topic is of interest
to us across all industries we wanted to participate in the
discussion. With GlaxoSmithKline, the company asked the
Forum to facilitate a shareholder meeting with the Chair and
Senior Independent Director in October. We attended this
discussion, which supplemented our own engagement with
the company on key issues including governance and the
separation of the consumer health business.

The Lab sets out to improve the effectiveness of corporate
reporting. As one of the major consumers of corporate
reporting, investors are keen to ensure that reporting offers
a clearer understanding of the underlying performance
of a company. The Lab was launched in 2011 to provide an
environment where investors and companies can come
together to develop pragmatic solutions to today’s reporting
needs. In 2021 we contributed to the FRC Lab’s risk report,
Reporting on Risks, Uncertainties, Opportunities and
Scenarios.5

Specific climate related initiatives

The Investment Association (IA)

̥ setting, disclosing and reviewing targets on portfolio
decarbonisation;
̥ working with asset owner clients on meeting
decarbonisation goals;
̥ implementing a stewardship and engagement strategy;
̥ collaborating with other stakeholders such as proxy
advisers, data and service providers; and
̥ ensuring policy advocacy is supportive of achieving
global net zero emissions by 2050 or sooner.

Investment

The Investor Agenda has set out a framework to help
investors develop a climate action plan and report on climate
change across four interlocking areas: investment, corporate
engagement, policy advocacy and investor disclosure with
governance used as a cross-cutting theme across all focus
areas.

For further details please refer to pages 59-60.

The IA is the trade body and industry voice for UK investment
managers. We have a number of representatives who
currently sit on committees and working groups which set
out to improve best practice and provide input into policy
making and regulation including the Investment Committee
(term ended December 2021), the Corporate Reporting
and Accounting Group (a key priority set out in the IA’s
Shareholder Priorities for 20221), the Strategic Business &
Risk Committee, Business and Enterprise Risk Committee
and Fixed Income Committee (term ended November
2021). We also have representatives on the Climate Change
Working Group which works to develop industry positions
on climate change, including guidance and public policy
recommendations and Stewardship Reporting Working
Group. We have been involved in the IA’s Net Zero Forum
which was formed leading up to COP26, the first meeting of
which was in October 2021 and led by the IIGCC to discuss
the Investor Agenda’s Expectations Ladder (please see page
59 for further details). In 2022, a member of the Stewardship
team joined the IA’s Next Generation Investment Committee.
We contribute to consultations and continue to value the
benefits of being part of this industry association.

Climate Action 100+
Climate Action 100+ is an investor-led initiative to ensure
the world’s largest corporate greenhouse gas emitters take
necessary action on climate change.

Net Zero Asset Managers initiative
In 2021 we became signatories of the Net Zero Asset
Managers initiative (NZAMI), an international group of asset
managers committed 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 degrees Celsius, and to
supporting investing aligned with net zero emissions by 2050
or sooner.

Institutional Investors Group on Climate Change
(IIGCC)
In 2021 we also became members of IIGCC. IIGCC works with
business, policy makers and fellow investors to help define
the investment practices, policies and corporate behaviours
required to address climate change. IIGCC also works closely
with other investor groups and plays a leading role in global
investor initiatives on climate change. We look forward to
actively participating in the work of this organisation.

https://www.investorforum.org.uk/our-members/
https://www.sasb.org/alliance-membership/organizational-members/
5
https://www.frc.org.uk/news/september-2021/what-do-investors-want-to-understand-about-risks
3
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During 2021 we had a look at our product range and following
discussions with some institutional clients we amended the
investment objectives of our institutional quantitative global
equity fund with a view to aligning the portfolio to the Paris
goals.7 Please see page 39 for more information.
https://ukcop26.org/wp-content/uploads/2021/11/COP26-Presidency-Outcomes-The-Climate-Pact.pdf
https://www.ifrs.org/groups/international-sustainability-standards-board/
3
https://www.gfanzero.com/https://www.gfanzero.com/
4
https://theinvestoragenda.org/
5
https://www.netzeroassetmanagers.org/signatories/
1
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Corporate engagement

Governance

Some of the examples of where we have engaged and voted
on climate change issues throughout the year can be found
in the individual investment strategies section (pages 20, 32,
37). We are signatories to Climate Action 100+ however given
our current portfolio exposure we intend to review which
companies we focus on for collaborative engagement during
2022. We have also participated in collective engagement
on climate change with the Investor Forum where we have
focussed on banks. We know we can do more in this area, so
we are looking forward to working with the IIGCC on some of
the collaborative initiatives that it co-ordinates.

Governance arrangements are discussed on page 11 of
this report. We are planning to establish a Sustainability
Committee in 2022 to bring together expertise throughout
the business. We are in the process of setting up its terms of
reference.
This is just the start. We will formally report on our progress
next year.

Diversity, Equity and Inclusion
The focus on the role of the asset management industry in
progressing on diversity and inclusion has continued in 2021.
The FCA has been increasingly vocal on this issue and recently
consulted on changes to the Listing Rules to incorporate
additional diversity reporting and diversity targets on a comply
or explain basis. The FCA’s targets are aligned with the recently
announced targets from the FTSE Women Leaders Review1.
Progress has been made in the boardrooms of many companies;
however, this has not been matched by the same degree of
change amongst senior leadership teams and across a broader
range of diversity characteristics than just gender. Rightly the
expectation on us to do more as an investor, and as a business,
has increased.

Policy advocacy
Our work on promoting public policies which align with a
transition to a low carbon economy is conducted through
our memberships and support of the Investment Association
(IA) and the IIGCC. We believe that working with and
supporting well-established organisations and group
initiatives with expertise in policy work is the best way for us
to maximise resources to deliver better outcomes. We have a
representative on the Climate Change Working Group at the
IA. We signed the Global Investor Statement to Governments
on the Climate Crisis8 co-ordinated by The Investor Agenda.
A total of 733 investors were calling on governments to
implement meaningful climate policies ahead of COP26.

Our investment approach
During the year, we engaged and voted on this issue with
holdings across our investment teams. On voting, this was most
evident in the US where we supported a growing number of
shareholder resolutions pushing for greater transparency on
diversity related metrics including information on the gender/
race pay gap at Amazon and Microsoft and the publication of
an annual diversity, equity and inclusion report at Berkshire
Hathaway, American Express, Charter and Union Pacific.
In the UK, in February 2021 we wrote to the chairs of nomination
committees (or equivalent) to set out our expectations for
board diversity where our portfolio companies in our UK Smaller
Companies Fund did not appear to be making progress (see
page 24). We appreciate board diversity can be challenging for
smaller companies but in our view, boards should set out and
implement best practice guidelines. As a result of the letter, we
engaged on this issue and followed up accordingly. Other voting
and engagement examples on board diversity can be found on
pages 28 and 30.

Investor disclosure
In preparation for signing up to the NZAMi in 2021 we
calculated the GHG emissions (scope 1 and 2) on an intensity
and absolute basis as at the end of 2019 to establish a
baseline upon which we can set targets for carbon reductions
for our portfolios in aggregate in line with our commitment
to net-zero. We are now selecting pathways on which to
base a benchmark for the transition to net zero and setting
up systems and dashboards that will allow us to track our
progress. We recognise that delivering on a commitment
to reduce carbon emissions across portfolios presents
challenges, but we plan to publish our targets both in terms
of assets under management (coverage) and interim carbon
reduction targets later in 2022.

We have also updated our voting policy for the year ahead on
gender. For 2022 we strengthened our approach to board gender
diversity in the UK for large and medium sized companies and
introduced board gender diversity requirements in Japan. These
are in addition to our existing policy on board diversity in the US
and continental Europe.
More on our approach to voting and engagement can be found
in our voting and engagement policies available from the
Stewardship and ESG page of our website together with our full
voting record for 20212.
For 2022 more data on diversity statistics will be incorporated
into our Artemis ESG dashboard so that teams can more easily
track this data for both potential and current holdings.

Our approach as a business

https://www.ngfs.net/ngfs-scenarios-portal/
The Paris Agreement is a legally binding international treaty on climate change. It was adopted by 196 Parties at COP 21 in Paris, on 12 December 2015 and entered
into force on 4 November 2016. Its goal is to limit global warming to well below 2 degrees Celsius, preferably to 1.5 degrees Celsius, compared to pre-industrial levels.
https://unfccc.int/process-and-meetings/the-parisagreement/the-paris-agreement
8
https://theinvestoragenda.org/focus-areas/policy-advocacy-2021-gis/
6

Please refer to the corporate social responsibility section of the
report on page 6 for more information on actions we undertook
in 2021 and the targets we set.
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https://ftsewomenleaders.com/
https://www.artemisfunds.com/en/lux/professional/stewardship-and-esg/engagement-and-voting
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Page
reference

UK Stewardship Code Principles
1. Purpose strategy & culture

8. Monitoring service providers

Context

Purpose, culture, values, business model and strategy

Activity

Actions to ensure beliefs, strategy and culture enable effective
stewardship

Outcome

Influence of purpose on stewardship approach

3-9, 11-12

Assessment of effectiveness in serving clients

7

3-7
6-12

Activity

Monitoring processes to ensure needs met

53

Outcome

How needs have been met and actions

53

9. Engagement
Activity

2. Governance, resources & incentives
Activity

Governance structures

11-12

Stewardship structure and resources

11-12

Rewards and incentives

Outcome

Effectiveness of approach
Improvements identified

11
11-12
9, 11-12

Context

Policy and application to stewardship

54-55

Activity

Identification and management of issues

54-55

Outcome

Case studies

54-55

12, 16-52

Case studies

16-52

Details of outcomes of engagements - both ongoing and concluded

16-52

10. Collaboration
Activity

Participation, rationale, issues, method, contribution

Outcome

Issuer response, resulting actions, objectives met

16-52, 57-61

Activity

Selection and prioritisation of issues, reasons for escalation,
differences in approach

13, 16-52, 58

Outcome

Issuer response, objectives met, changes to approach

13, 16-52, 58

13, 16-52, 57-61

12. Exercising rights & responsibilities

4. Promoting well-functioning markets

Outcome

Outcome

Selection and prioritisation, objectives, methods used, reasons for
approach

11. Escalation

3. Conflicts of interest

Activity

Page
reference

UK Stewardship Code Principles

Identification and response to market-wide, systemic risks

56-61

Stakeholder collaboration and industry initiatives

56-61

Alignment of investments

56-61

Assessment of effectiveness

56-61

Context

Approach taken and voting policy

Activity

Equities - disclosure of details

Outcome

13
14-15, 16-43, 50-52

Fixed income - explanation of approach

44-49

Case studies

16-52

5. Review & assurance
Activity
Outcome

Policy review, assurance, rationale for chosen approach

11

Reporting is fair, balanced and understandable

11

How approach has ensured continuous improvement

3, 11-12

Context

Client base, assets under management, time horizons

5, 7

Activity

Client feedback

7

Needs of beneficiaries reflected in approach

7

Communication of stewardship activities

7

Evaluation of effectiveness of approach and actions taken

7

6. Client needs

Outcome

7. Stewardship, investment & ESG
integration

This document is issued for information purposes only and is not to be construed as an advertisement or a public offering of any investment.
Refer to the relevant fund prospectus and KIID/KID before making any investment decisions. Investment in a fund concerns the acquisition of
units/shares in the fund and not in the underlying assets of the fund. Reference to specific shares or companies should not be taken as advice or a
recommendation to invest in them. For information on sustainability-related aspects of a fund, visit www.artemisfunds.com.
Information reflects the current view of the fund manager and may change over time. For information about formal investment restrictions
relevant to the funds please refer to the prospectus.
Third parties whose data may be included in this document do not accept any liability for errors or omissions. For information, visit http://www.
artemisfunds.com/third-party-data.

Context

Issues prioritised

Activity

Differences in approach adopted

9, 16-52, 58-61

Processes for integration
Outcome

All financial investments involve taking risk which means investors may not get back the amount initially invested. Past performance is no
guarantee of future returns.

Impact on investment decisions

16-52
9, 12-13, 16-52
16-52

Any research and analysis in this communication has been obtained by Artemis for its own use. Although this communication is based on sources
of information that Artemis believes to be reliable, no guarantee is given as to its accuracy or completeness.
Any forward-looking statements are based on Artemis’ current expectations and projections and are subject to change without notice.
Issued by Artemis Investment Management LLP which is authorised and regulated in the United Kingdom by the Financial Conduct Authority.
Registered in England No OC354068. Registered Office: Cassini House, 57 St James’s Street, London SW1A 1LD.
22-0282
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