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Introduction
Following the publication of the new UK Corporate Governance Code in June 2010, the Financial
Reporting Council (FRC) produced a Stewardship Code for institutional investors. After consultation
in 2019, the UK Stewardship Code 2020 (“the Code”) came into effect on 1 January 2020. The 2020
Code contains 12 principles for asset managers and requires them to produce a Stewardship Report
explaining how the Code has been applied in relation to purpose and governance, investment
approach, engagement and exercising rights and responsibilities.
The Code defines stewardship as 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. The Code focuses on the activities and outcomes of
stewardship, with an expectation that stewardship will be integrated into on-going investment
management activities, including environmental, social and governance (ESG) issues.
It aims to enhance the quality of engagement between institutional investors and companies to help
improve long-term returns to shareholders and the efficient exercise of governance responsibilities.
Engagement includes pursuing purposeful dialogue on strategy, performance and the management
of risk, as well as on issues that are the immediate subject of votes at general meetings. The Code
sets out good practice on engagement with investee companies to which the FRC believes
institutional investors should aspire.
Institutional shareholders are free to choose whether or not to comply with the Code. Their choice
should be a considered one based on their investment approach. Therefore, the Code should be
applied on a ‘‘comply or explain’’ basis.
This report sets out how SVM Asset Management Limited engages with the companies we invest in
on behalf of our clients and how we apply the 12 Principles of the Code within our culture, strategy
and processes.
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Purpose and Governance
Principle 1
Signatories’ purpose, investment beliefs, strategy and culture enable stewardship that creates
long-term value for clients and beneficiaries leading to sustainable benefits for the economy, the
environment and society.
Founded in 1990, SVM Asset Management is a privately-owned investment management business
based in Edinburgh. Our core competency is of active management in Global, UK and European
equities. The business model is that of a boutique, research-led equity investment house.
In 2006 SVM brought three experienced professionals into its investment team, who had managed
an SRI fund. This expertise enabled SVM to launch its own pan European fund, implementing Socially
Responsible Investment (SRI) principles. SVM’s culture and heritage in SRI has prepared it for more
recent developments in Stewardship and ESG.
Our purpose is to help our investors provide for their financial needs, and we believe the best way
to do this is to create a culture where managers can focus on delivering returns for clients in their
own distinctive way. Independent thinking means our managers can pursue their own strategies and
approach to analysis while sharing ideas with the team. This is underpinned by our framework of
original research, ethos of responsible investing, a flat structure and robust processes and risk
management. For us independent thinking is about our clients, our funds and our business.
We are a family-owned business with a clear culture which focusses on ESG and good personal
support. Core to the culture is the people we hire, how they are trained and the setting of
professional standards, thus allowing us to maintain a consistent, long lasting team. This culture
allows us to not only attract a highly professional team but also to get the most out of them, thereby
generating good returns for clients. We have taken a supportive approach to our people which goes
beyond the statutory requirements, in particular around time off for personal reasons such as
bereavement and maternity leave. The result of this social practice is evidenced by the extremely
long service of a number of the senior and middle management team.
Our corporate belief is one of engagement integration – sustainability and responsible investing are
core to our investment process.
We are committed to active management and use the principles of responsible investing to manage
focused portfolios over the long term (5 years or more). SVM also plans to grow in scale over this
period which we believe remains within our capacity limits and will allow us the opportunity to
maintain good service and performance with competitive costs.
Each fund has its own strategy. Investment beliefs include:
•

•

•

Value - identifying investment opportunities in companies whose future growth is not
reflected in current market expectations and which are trading at a discount to their intrinsic
value
Growth - investing in companies that can grow faster than the wider markets - emphasising
stocks with defensible business models which have sustainable margins and strong cash
flow.
Blend value/growth – identifying companies which have an identifiable catalyst and are often
under-researched hidden gems
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•

SRI - adopting a positive engagement approach toward investment, entering into
meaningful dialogue with companies regarding environmental, social and corporate
governance issues.

Responsible investing is at the core of SVM’s purpose and investment culture. Good stewardship of
corporate assets and reputation is a key factor in SVM’s stock selection. We believe it reduces risk
and enhances longer term returns. SVM is also a UN Principles of Responsible Investment signatory
and implements sustainable practice in its own operation where possible.
SVM’s board includes 2 independent non-executive
directors (40% of the board) which demonstrates a
commitment to strong governance and challenge at
board level. The board’s performance is kept under
review and annually directors reflect on the
effectiveness of governance and whether any change
in structure is needed.
SVM has led change at a number of smaller listed
companies and advocated for good practice in
companies of all sizes, both UK and internationally.
SVM believes as an active investment manager it can best ensure its values contribute to price
formation in the market. SVM also believes it is important to advocate publicly for good practice in
markets and professional standards in investment practitioners. SVM employees are encouraged to
participate in industry forums, and trade and professional bodies.
SVM invests and votes according to the client mandates it is given. Where clients permit judgement
to be exercised in voting and engagement, we will follow the principles and policies set out in this
report. Our top priority is to do our best for our clients, by maximising their portfolio and protecting
their interests, whilst also driving benefit for society. As a boutique investment firm we recognise
that, because in most cases we will not hold significant positions in investee companies, it can be
difficult to encourage changes in management attitudes and behaviour purely by exercising client
voting powers alone. Instead, we have adopted a more flexible approach and we engage with
company management and boards as and when we believe it will be of most benefit.
While difficult to specifically prove a direct causal link between our stewardship activities and the
performance of the shares of our investee companies, SVM instead works on the premise that an
improving ESG profile can only be additive to the long-term prospects of those companies. As our
activities have helped contribute to successes such as increased ESG disclosure in company
accounts, appropriate remuneration packages for senior management and beneficial environmental
change, we can only conclude those activities are creating long term value not only to our clients
and beneficiaries but also the wider environment and society.
ESG plays a key role in how SVM manages its own business. We switched to a green energy supplier
in the course of 2021 and we continue to work with and encourage our landlord and other tenants
to improve the building’s overall energy management. It is gratifying to now see lower energy use
throughout the building.
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Principle 2
Signatories’ governance resources and incentives support stewardship
As a boutique asset management firm, we are a small team of c. 20 people based mainly in our
Edinburgh office. Reflecting our size, we have a relatively flat structure and are able to support a
nimble and responsive culture where ESG and Stewardship knowledge is focused within, but not
restricted to, the investment team.
Responsible Investment is already fully embedded in SVM’s investment culture (see Principle 7) so
requires no further incentivisation through remuneration. All investment staff and our senior sales
team are included in scope of our UCITS Remuneration Code and a summary of SVM’s remuneration
policy is available on our website. Our investment team all hold professional qualifications and have
an average experience of 28 years in the industry and 21 years at SVM. Since 2006 this expertise has
included ESG experience which we continue to develop.
In terms of diversity, SVM has a strong gender balance, with females representing 53% of all staff,
33% of senior management roles and 20% of the SVM board.
Governance at SVM is through key committees reporting into the board and supported by the
independent input from our Non-Executive Directors. Due to the scale and relative non-complexity
of SVM’s business and structure we have two key committees which feed into the SVM board: the
Fair Value Pricing and Liquidity Committee and the Conflicts of Interest Committee.
Fair Value Pricing and Liquidity Committee
Comprising of the Head of Risk and Compliance, the Company Secretary and the two independent
Non-Executive Directors, one of whom acts as chair, the committee meets on at least a quarterly
basis. It is responsible for maintaining SVM’s Fair Value policy, monitoring stocks to which Fair Value
Pricing (FVP) has been applied and providing challenge to the SVM fund managers in relation to the
basis of the FVP. The committee also reviews any liquidity issues with the funds.
Conflicts of Interest Committee
This committee consists of SVM’s Head of Finance, the Compliance Manager and the Company
Secretary and has an independent Non-Executive as chair. The committee meets on at least a six
monthly basis with ad hoc meetings where required to identify any potential for conflicts, review
policies and controls and report on these to senior management and the board. The committee also
reviews SVM’s remuneration policy and we are currently considering the inclusion of conduct matters
and new regulations, such as Consumer Duty.
Investment in Systems, Research and Analysis
SVM has invested in the services of Institutional Shareholder Services (“ISS”) which provides analysis
and recommendations on voting, while determining ourselves the way in which we will vote on
behalf of our clients. Our votes, therefore, may differ from the ISS recommendation. SVM publishes
online all voting and reasons for differences with board recommendations.
We retain the services of brokers for deep research and keep this under constant review to ensure it
is effective. This comes at a significant cost for a boutique business and is currently in the region of
£175k.
In addition to this, we worked with technology company Insig AI, who provide a novel research
approach combining ESG expertise, data science, AI and cloud capability. With the issue of data
capture still prominent in the development of an efficient approach to ESG analysis, the collaboration
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contributed to the knowledge base of both parties. It also provided an additional element in SVM’s
strategy to gain a clear picture of the role data can play in ESG engagement while fostering a deeper
understanding of the ESG issues of individual portfolio companies.

The effectiveness of SVM’s governance structure and processes is demonstrated in this example
of oversight by our Fair Value & Pricing Committee. Following a review of the SVM Funds ICVC
target market it was deemed appropriate to launch a new share class on three sub funds to meet
the needs of large institutional investors, with minimum investment set at £30m. SVM carried out
a series of modelling scenarios at various investment levels, considering the diversification and
liquidity of the underlying equity holdings within each portfolio alongside investor concentration
and liquidity risk from shareholder demand.
The Head of Sales & Marketing presented analysis to the Fair Value Pricing & Liquidity Committee
on existing and potential shareholder breakdown, and the committee reviewed and challenged
this in conjunction with the output of the scenario modelling, at fund, scheme and firm wide level.
The Committee agreed the introduction of an additional share class would not be to the
detriment of existing shareholders, in addition the potential cost savings through economies of
scale could in fact be to their advantage.
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Principle 3
Signatories manage conflicts of interest to put the best interests of clients and beneficiaries first
SVM’s Conflicts of Interest Committee has oversight of SVM’s conflict management processes and
controls and provides a layer of governance in addition to that of the board. A summary of SVM’s
Conflicts of Interest policy is on our website, and a full version of the policy is available on request.
SVM’s Conflicts of Interest Policy meets FCA requirements and industry best practice for clients.
SVM is in a fiduciary relationship with our clients and we recognise the importance of managing any
potential conflicts of interest. We have a defined process for identifying and managing potential
conflicts and ensuring that if conflicts cannot be removed that they are disclosed and managed so
clients are not disadvantaged. As an investment boutique firm with a focus on equity management,
there is less diversity of client mandates and therefore potential for conflicts between clients, but
client interests remain SVM’s priority. Where a conflict arises between different client portfolios in
relation to voting on resolutions proposed by a company, the decision made is documented and
disclosed to the relevant clients.
SVM’s policy is to seek to identify and manage all actual and potential conflicts of interest as fairly as
possible. This requires all members of staff to act responsibly in executing their duties. If a member
of staff becomes aware of a situation where a conflict might arise, or has arisen, they must bring this
to the immediate attention of a Director or Risk & Compliance.
When identifying the types of conflict of interest that arise, or may arise, SVM will consider whether
the firm or relevant person:
•
•
•
•

makes a financial gain, or avoids a financial loss, at the expense of a client;
has an interest in the outcome of a service or transaction carried out on behalf of the client,
which is different from the client’s interest in that outcome;
has a financial or other incentive to favour the interests of another client or group of clients
over the interests of the client;
receives from a person other than the client an inducement in relation to a service provided
to a client in the form of monies, goods or services, other than the standard fee for that
service.

The SVM Board of Directors is responsible for ensuring that SVM:
•
•

•

•

takes all reasonable steps to identify conflicts of interest that arise or may arise in the course
of its business;
maintains and operates effective organisational and administrative arrangements to prevent
conflicts of interest from constituting or giving rise to a material risk of damage to the
interests of SVM’s clients;
maintains records of the kinds of service or activity carried out by or on behalf of the
Company in which a conflict of interest entailing a material risk of damage to the interests of
one or more clients has arisen or, in the case of an ongoing service or activity, may arise;
reports to clients any situation where the arrangements made to manage conflicts of interest
are not sufficient to ensure that risks to the damage to the interests of a client will be
prevented.

All potential conflicts are noted on SVM’s conflicts of interest log, along with the controls to mitigate
the risk of that conflict materialising. One potential Stewardship conflict is in relation to the selection
of brokers. To manage the risk that brokers are selected in a way that provides financial benefit to
SVM employees, we require all broker relationships to be reviewed and authorised by the Risk and
Compliance team before they can be used. This conflict has never materialised for SVM.
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During 2021, one of our segregated discretionary clients provided instruction regarding the
composition of their fund. In order to meet the client’s requirements the fund manager made the
investment decision to sell a particular holding that was, at the time, being purchased for another
one of our funds. It was proposed the funds could provide liquidity for each other and the asset
could be transferred between them. The transfer was identified as a potential conflict of interest
between the interests of each fund and their respective shareholders. The asset was a listed
equity with a market quoted price and in line with our Conflicts of Interest Policy the transfer was
permitted on the basis that the transaction would take effect through an external (and therefore
independent) broker who would apply the current market price.
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Principle 4
Signatories identify and respond to market-wide and systemic risks to promote a well-functioning
financial system
SVM manages market risk by investing in a diversified range of investments, on different stock
exchanges and across a range of industry sectors and geographies where permitted by the funds’
objectives and policy. In addition to any regulatory investment restrictions, SVM observes specific
internal risk limits to mitigate market risk.
Risk is inherent in SVM’s business and activities. The ability to identify, manage and monitor each
type of risk is critical to SVM’s performance and future success. The key risks faced by SVM are
identified and then assessed for the likelihood of occurrence and severity of impact. Appropriate
controls are put in place to manage the risks given the nature, scale and complexity of our activities,
resulting in an overarching risk and control framework.

The Covid-19 pandemic has continued to present a market risk in 2021. While last year the most
noticeable impact was in market volatility, in 2021 the social impact of the pandemic has
become clear on staffing and employment. As an example, SVM outsources the management of
telephone calls for our ICVC funds to one of our critical service providers. In 2021 this team was
particularly affected by the ongoing social impact of Covid, with pressure on mental health and
what has been dubbed ‘the great resignation’ restricting the team’s ability to bring service levels
back to pre-pandemic parameters.

While SVM can outsource activity for our funds, we cannot and do not outsource responsibility,
so we consider this to be an SVM issue for the stewardship of our funds. We have worked
closely with our service provider to understand the root causes of the issues they were facing
and to review and where necessary challenge proposed solutions. While our service levels were
affected, through monitoring of our complaints and breaches, we have been able to determine
that the true impact to our clients and investors has been minimal and that we have been able
to maintain appropriate levels of service and stewardship.

SVM regularly engages with the wider industry through written articles in industry leading financial
publications promoting an understanding of market wide systemic risk. We use our thought
leadership blog to draw industry and regulatory attention to how macroeconomic and geopolitical
issues are affecting the investment landscape. Over the course of 2021 we have published editorial
opinion pieces promoting understanding of market-wide systemic risks covering a variety of topics
including resilience, inflation, cyber security and social risks. These have been published in Citywire,
the Herald and other trade publications and websites.
The CEO regularly engages with the IA Business Forum and also attends the IA CEO Committee.
One of the Non-Executive Directors sits on the Transparency Task Force Advisory Group and the
Team PISCES Lead and Consultation Committee. He is also Emeritus chair of the Association of
Professional Fund Investors Advisory Board. The Compliance Officer is part of the Scottish
Sustainable Finance Forum, the Scottish Distribution Compliance Forum and the Scottish Product
Forum.
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Principle 5
Signatories review their policies, assure their processes and assess the effectiveness of their
activities
SVM interprets Stewardship as extending beyond our investment management processes and
policies to include our own conduct and the fair treatment of our clients. So when considering
Stewardship in relation to our policies and procedures, we include those processes which cover how
we manage our fiduciary duty to our clients, such as client money, complaint handling, privacy and
capital adequacy (among others), as well as policies in relation to market risk, fair valuation, and
portfolio liquidity management (to name but three).
All SVM policies, guidance and procedures are reviewed by Risk and Compliance on at least an
annual basis. It may be more frequently if required due to a change in regulation, process or external
impact. Some require pre-approval from our governing committees prior to final approval by the
Board, such as our conflicts of interest and remuneration policies, and this provides an additional
opportunity for independent review and challenge (see also Principle 2). We maintain a tracker log
for the review process, noting the specific levels of approval required for each policy.
Our strong governance structure provides internal assurance of our policies. In addition we obtain
external assurance through engagement with our auditors, the ICVC funds’ trustees and client due
diligence programmes. In particular our client money framework is assessed in conjunction with our
annual CASS audit and the trustees of our ICVC funds’ conduct regular due diligence on a risk based
approach. We believe this provides a sound oversight framework which is appropriate for our
organisation structure and activities.

During 2021 one of our ICVC funds had a period of significant inflows. In order to mitigate the effects
of dilution costs on existing shareholders we invoked our anti-dilution policy outside the scheduled
monthly cycle. The fund was classified as expanding and it was determined it should price at offer,
we recalculated the rate of dilution adjustment in line with the most recent trading activity and this
was applied to the fund. This action was reported to our Fair Value Pricing & Liquidity Committee
who assessed the policy, and its application, to be effective in providing good stewardship to clients.

Reporting on our Stewardship activities is accessible to our investors through our quarterly
Responsible Investing Reports that we design for our professional investors and make available
through our website. We also publish the records of our voting activity 30 days after meetings (see
Principle 12). Stewardship is an integral part of our Assessment of Value report, which is also
available on our website. To ensure that our reporting in the Assessment of Value has been fair,
balanced and understandable, it went through rigorous review and challenge from our independent
non-executive directors before publication.
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2021 Assessment of Value Dashboard

Source: SVM 31.12.2021
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Investment Approach
Principle 6
Signatories take account of client and beneficiary needs and communicate the activities and
outcomes of their stewardship and investment to them.
SVM specialises in the active management of equity funds with either a UK, European or Global
focus, depending on each specific remit. At 31st December 2021 SVM had £717m assets under
management, belonging to mutual funds.
SVM is the manager of the SVM Funds ICVC which consists of five sub funds and is authorised by the
FCA as a UCITS. The ICVC funds are designed for retail investors, with our direct clients generally
being professional investors such as platforms, wealth managers and other distributors. SVM also
provides segregated discretionary portfolio management services to a listed Investment Trust (SVM
UK Emerging Fund) and other UCITS regulated funds.

Breakdown of AUM

Source: SVM 31.12.2021
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SVM was approached by a client during 2021, looking for more detailed analysis on SVM’s
approach to sustainable investing and our engagement with underlying portfolio companies. On
the back of this request SVM started producing a monthly ESG update. The purpose of this
publication is to keep clients abreast of SVM’s thinking in the area of ESG. It also incorporates
specific case studies where SVM has engaged directly with company management and boards,
highlighting the issue which we had identified, the approach which we took and how we affected
change with the subsequent outcome.

We are able to demonstrate to our clients that we are managing the funds in line with client
expectations – either as defined by the prospectus for the ICVC funds, or in accordance with the
client mandates for our segregated funds – through regular updates. For the ICVC funds, this takes
the form of monthly factsheets for each fund. We send out a monthly newsletter to a subscribing
mailing list and since late 2020 we have been offering webinars for professional investors in the ICVC
funds, and for all investors in our investment trust.
For our segregated clients we provide quarterly reports on performance and management in line
with the client’s mandate. The fund managers also meet on regular basis with each client, so they
are able to have direct conversation in relation to the funds, expectations, performance and
management in general.
In relation to our ESG activities, SVM publishes
records of our voting activity 30 days after
meetings, as well as quarterly reports with regards
to our responsible investment, which are shared
on the ‘responsible investing’ page of our website.
The reports include our total number of
engagements and the companies concerned as well as the topic of engagement. Our ‘Value Key’
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blog on the SVM website has a specific section on responsible investing which provides news and
commentary on environmental, social and corporate governance themes.

Following the results of a perceptions study which identified a weakness in client communication,
a new sales & marketing strategy was devised in 2022 which includes a sales & marketing funnel
to ensure that clients are receiving the correct information to meet their needs at the various
stages of the investment cycle.

Part of the strategy is to host a number of events throughout the regions to ensure that clients
across different UK geographies have the opportunity to meet with the fund managers and hear
about their investment philosophy first hand. There is always a large component of questions and
answers to ensure in particular that the questions and any concerns of smaller clients are being
addressed.
.
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Principle 7
Signatories systematically integrate stewardship and investment, including material
environmental, social and governance issues, and climate change, to fulfil their responsibilities.
SVM conducts fundamental analysis of potential investment opportunities to assess value and
regularly monitors progress of investments by reviewing company Stock Exchange announcements,
annual and interim reports, trading updates and third-party information sources. While this analysis
includes in depth financial research, our process also ensures stewardship and investment, including
ESG factors are integrated into our approach. SVM recognises the important role ESG factors have
to play in fundamental analysis, portfolio construction and maintenance as well as risk management.
Not only do these factors provide an invaluable further insight for our fund managers over and above
financial metrics alone, but also there is increasing evidence that those companies demonstrating
best practice toward ESG matters can benefit from enhanced business prospects as well as
potentially better equity market returns compared to those that are unable or unwilling to recognise
ESG as an important contributor to future success. To achieve best practice among the companies
in which we invest we conduct active engagement with senior management to promote this aim.
We are predominantly an equity house and have adopted a consistent approach across the range
of our funds with the exception of the SRI Europe Fund, whose remit includes some exclusionary
factors.
Our approach can be split into three stages; the Materiality Process, the ESG Research Template and
the Engagement Process (See Principle 9) which we describe in further detail below.

Materiality Process
In its entirety SVM’s Research process aims to cover every aspect of a company’s ESG exposure,
collate this data and allocate a risk rating to reflect the conclusions of the research undertaken. We
recognise, however, that not all data points, as well as company processes and procedures, have the
potential to influence company valuations in a significant way. In addition, the degree of significance
of environmental, social or governance issues will vary considerably depending on the industry
involved. For example, CO2 emissions can play a significant role in the profitability of a utility while
for a firm of solicitors, although still important, such a metric is unlikely to materially impact share
price performance. It is for this reason we have built a materiality database which allows fund
managers to assess the material factors that are likely to impact any given investment. The data is
broken down into 10 industrial sectors and 48 sub-sectors and contains the following;
•
•
•
•
•

Brief ESG synopsis by sector
Identification of material factors for environment, society and governance
Link to most relevant UN Sustainable Development Goals
Most appropriate indicators to assess the material factors
Links to informative research

The database can be accessed by all fund managers allowing material factors to be identified prior
to investment and incorporated where appropriate into forecasts and valuations.

ESG Research Template
The ESG Research Template encompasses a number of functions including attributing a risk rating
and ESG score to our investments. The document also serves as a record for our engagement
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activities (Principle 9) and is accessible to all fund managers through our centralised Bloomberg note
system.
Data can be uploaded from this document allowing portfolio managers to see such information at a
company level as well as an aggregated portfolio level. With 13 high level factors and 25 points of
reference the issues we cover are listed below;

Environmental
Climate &
Emissions

Energy

Water

Waste

Ecological Impact

GHG CO2e Intensity

Mwh intensity

M3 Intensity

Tonnes intensity

Reporting &
Commitments

Comparison sector
average

Comparison sector
average

Comparison sector
average

Comparison sector
average

UN SDG Alignment/
GRI Reporting

Trends & Targets

% Renewable Energy

Trends & Targets

% Recycled

Trends & Targets

Trends & Targets

Social
Health & Safety

Human Rights

Supply Chain

Human Capital

Compensation

Statistics & Trends

Human Rights Policy
Assessment

Supplier Adoption of
Company ESG Policies

Diversity Record

ESG Remuneration

Supplier Audit/Risk
Assessment

Compensation
Disclosure

Comparison Sector
Average

Product Liability &
Life Cycle
Management
Product/Service Nature
& Alignment to UN
SDG's

Corporate
Citizenship

Philanthropy

Code of Conduct

Employee Training,
Development &
Engagement
Employee Loyalty
Comparison Sector
Average

Governance
SVM votes at all AGMs and EGMs and, where acceptable governance standards are not applied, we
will vote against the appropriate item on the agenda. We employ proxy advisors ISS to conduct the
research on our behalf to ensure all meetings receive the appropriate coverage. Company
management are informed where we vote against their recommendations. Where good practice is
not followed a company’s risk rating will be adjusted accordingly. Governance factors can include;
•
•
•
•
•
•

Executive pay and incentives
Board members work levels
Company capital structure
Board member tenure
Committee structure
Board independence
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The template ensures all significant ESG matters are covered in a systematic manner allowing areas
of improvement to be identified and to form the basis of our company engagement (see Principle
9).
To ensure standardisation and the quality of the data, all research, with the exception of that
provided by ISS, is undertaken in-house and the template is not used as simply a questionnaire for
companies to complete themselves. With access to both this document and the materiality database
investment managers can integrate ESG not only into their investment decisions, but also on-going
portfolio maintenance. The intensive nature of the work involved means investments with a portfolio
value of less than 1% are addressed through the materiality process only unless specifically
requested by the fund manager concerned.
Research conclusions are represented by a risk rating based on the perceived ESG risk for the
investment as well as a commentary outlining the most relevant matters for the investment case. The
score attributed is not intended to be used in investment decisions as we believe this is too crude a
method to address this complex subject. Instead the scoring system is used internally as a guide for
prioritising research and engagement.
ESG data is made available to fund managers, wherever possible, in both an absolute and relative
manner allowing comparisons to be made on issues such as water and energy consumption, lost
time injury rates and staff turnover across sectors and peer groups.

Engagement Process
In order to ensure that the information gathered through our stewardship process is truly integrated
into fund managers’ acquisition, monitoring and exit decisions, engagement plays an important role
in our investment process and stewardship activities. It not only allows us to check our research
conclusions but also provides a valuable source of information not necessarily readily available in
company documentation. It is through engagement that we can assess the potential for
improvement in a poorly performing management or company, in both ESG and financial terms,
which in turn should add value for our clients as such positive change is reflected in market
valuations.
We use the service providers Institutional Shareholder Services (ISS) as proxy advisors but to ensure
the Governance process is conducted in a manner which supports the integration of stewardship
and investment, all voting activities are assessed inhouse, resulting in a clear and standardised
approach.
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SVM voted against ITM’s 2021 remuneration report because the Company paid exceptional
bonuses to Executive Directors during the year and these bonuses were not based on pre-set
targets, contrary to UK best practice. The Company also granted exceptional LTIP awards to
Executive Directors in relation to the Fundraising, a transaction-related bonus. The Executive
Directors received significant salary increases for FY2022, after receiving significantly increased
salaries in FY2021.
We corresponded with the company (22 October 2021) and were told that as an AIM listed
company, ITM is not obliged to seek shareholder approval for the Company’s Remuneration
Report. The RemCom Chair stated (12 November 2021) that awards were ‘in order to both retain
and motivate the current executive team’. In terms of shareholder impact, the RemCom Chair
advised ‘shareholder feedback in relation to this has been listened to and considered and I can
confirm that, going forward, we would not expect to grant any further exceptional incentive
awards under similar circumstances.’ And, ‘Over the course of the next twelve months, the
Remuneration Committee will be reviewing its remuneration targets and structure, as well as
reporting disclosures.’
Following review that involved SVM’s ESG lead and the relevant fund manager, SVM decided not
to support further fundraisings and also significantly reduced its client investment in ITM shares,
pending the ITM review, with the likelihood of full exit if 2022 reporting does not evidence the
right corporate governance and disclosure.
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Principle 8
Signatories monitor and hold to account managers and / or service providers –
SVM utilises external service and research providers. We monitor these on a continuous basis as well
as through an annual review. Where it is deemed appropriate, we will renegotiate with providers,
and run trials or sampling as part of our assurance and oversight activity. For SVM’s investment trust,
the fund’s board undertake an annual review of all service providers paid for by the shareholders,
including of SVM Asset Management itself.
With the exception of proxy voting we do not currently use external data providers for ESG data,
rather SVM gathers this directly from investee companies and their statutory reporting (as noted in
Principle 7).
SVM uses the service providers Institutional Shareholder Services (ISS) as proxy advisors. ISS
provides SVM with analysis and recommendations on voting, but we determine for ourselves the way
in which we will vote on behalf of our clients. We receive a vote confirmation report from ISS and
use this to maintain oversight and recordkeeping of our voting activity. We publish all our voting and
rationale for any differences to board recommendations on our website. An annual review is
conducted of all proxy voting providers to ensure the system we use best meets our clients’ needs.
We have described our review process and how our external service providers meet our needs.
During the period we did not experience any issues with our external providers so can not describe
any actions taken where our expectations of service providers have not been met.
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Engagements
Principle 9
Signatories engage with issuers to maintain or enhance the value of assets
Engagement plays an important role in our investment process and stewardship activities. It not only
allows us to check our research conclusions but also provides a valuable source of information not
necessarily readily available in company documentation. It is through engagement that we can
assess the potential for improvement in a poorly performing management or company, in both ESG
and financial terms, which in turn should add value for our clients as such positive change is reflected
in market valuations.
The SVM integrated research process allows us to identify and prioritise the issues which are most
likely to impact the value of our investments. The materiality process plays a significant role here as
it helps determine the most pertinent factors and risks across the industries in which we invest. Where
a risk or issue has been identified, the SVM ESG Research Template allows the manager concerned
to quantify the issue from a company specific perspective which in turn forms the basis of our
engagement.

For all companies the workforce is an integral component of the underlying value of the entity
concerned. Where that workforce is the principle revenue generator for the business this can
often be the single most important non-financial factor for investors to focus their attention on.
It was with this in mind that we engaged with a European delivery company regarding the working
conditions of their logistics teams, requesting more public disclosure on matters such as average
earnings, staff turnover and whistleblowing data. While the company acknowledged our request,
their reply was somewhat bland and made no formal commitment to make progress. In the
meantime the European Commission voiced support for our concerns setting out new rules that
meant so called gig workers should be considered employees regardless of what their contract
refers to. Nicolas Schmit, EU Jobs Commissioner, spoke of companies “trying to get around their
social obligations”. These are ominous words and the subsequent actions may prove more costly
than were these companies to have acted on their own initiative or as suggested by concerned
shareholders such as ourselves. While in this instance our engagement is on-going we are
hopeful the next annual report will provide us with more data to assess the situation and
meanwhile the words of Mr Schmit only serve to highlight the importance of such engagement
and the role it plays in maintaining the value of the companies in which we invest.

While priority is given to the most material issues identified by our materiality process this should
not detract attention from our day to day stewardship and engagement activities which focus upon
less significant issues identified by our research template which highlights areas of improvement in
terms of company ESG policies and processes. In addition to completing both the materiality
process and the ESG Research Template it is our aim to engage with all companies where our
holding is greater than 1% of a fund’s value.
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Our favoured method of engagement is face to face meetings with senior management, board
members or chair. Initial correspondence is often made in writing in order to clearly identify the
objectives of the engagement.
As we view engagement as an essential element of both our Stewardship and investment processes
we do not tailor our approach to individual funds. Our investments are primarily domiciled in Europe
allowing for the same approach across all countries therein. For our small exposure to other
continents written correspondence is the norm.
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Principle 10
Signatories, where necessary, participate in collaborative engagement to influence issuers
While our policy is to engage directly with management of an investee company where possible,
there may be occasions where working with other shareholders will achieve a better outcome. This
particularly applies where our engagement has already been escalated to senior management or
board level (see Principle 11). As SVM is a relatively small asset manager with limited resources
collaborative engagement is most likely to focus on company specific issues as opposed to wider
thematic issues.
SVM team members participate in a variety of forums to engage with and share new and best
practice. This approach avoids direct collaboration but allows for the sharing of best practice in the
industry. O
ne example of where these forums have been useful was in addressing some of the impacts of
sanctions – both at a fund and practice level.

During Cop26, our CEO was invited to participate in the Longevity Forum, the purpose of which
was to engage with others on sustainability in a decade of healthy ageing where the discussion
was focussed on the future of longer living from health to work. Specifically the day covered three
main topics: An Agricultural Revolution To Save Our World; No Healthy Longevity Without A
Healthy Planet: Societal Change To Enable Sustainable Longevity; and Population Pressures:
Sustainability And Demographics.
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Principle 11
Signatories, where necessary, escalate stewardship activities to influence issuers
SVM’s priority is to engage at a senior management, chair, committee or board member level as it is
here that we believe our actions will be most effective. We recognise, however, that initial contact is
often directed toward less senior personnel, which can result in engagement objectives being met
but can also not achieve the desired outcome. In such instances our policy is to escalate the issue to
senior management then board level. Where this still does not bring resolution a further action
would be to collaborate with other investors (see Principle 10). Finally, an appropriate item can be
voted down at an AGM with correspondence to supervisory board chair or company secretary to
explain the rationale of our actions.

Following the publication of an impressive array of environmental targets and ambitions we
engaged with a large European building materials company to assess the credibility of the
strategy. While some of the shorter-term targets appeared challenging yet realistic, the longer
term ambitions had little in the way of a credible plan and in particular the declaration of net zero
by 2050 lacked the necessary detail. We therefore tabled a more realistic staged approach upon
which clear metrics could be identified and subsequently assessed against targets for senior
management remuneration. Our request was met with some scepticism as a result of the
complexity of the situation and so we escalated the issue by writing to the Chairman of the
company expressing our stance and requesting our views be considered by both himself and the
remuneration committee. While unresolved, the next stage in the process will be to seek further
input into any renumeration review and participate in relevant AGM resolutions.

Priority is given to material issues with the potential to erode long term shareholder value.
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Exercising Rights and Responsibilities
Principle 12
Signatories actively exercise their rights and responsibilities
SVM votes at all AGMs and EGMs and where acceptable governance standards are not applied, we
will vote against the appropriate item on the agenda. Company management or board are informed
where we vote against their recommendations.
During 2021 we engaged with 58 companies on 126 ESG issues.

Company Engagement - 2021
3%

6%
31%

12%
4%
10%

17%
16%

Reporting/Disclosure

Environment

Remuneration

Sustainability Strategy

Diversity

Governance

Society

Supply Chain

Human Rights

Our voting policy is to seek to promote corporate social responsibility through engagement and a
negative vote will only be viewed as a final measure to be adopted when this process of engagement
has not been successful. We have and will express our views in this way if necessary. Our emphasis
is on engagement and resolving issues through dialogue.
Our overall research process is designed to ensure all significant ESG matters are covered in a
systematic manner allowing areas of improvement to be identified and to form the basis of our
company engagement. This policy is applied across the board, where there are different geographic
jurisdictions, we will use the relevant code there.
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2021 Voting Statistics

Across 3,546 unique proposals available to vote, we voted 3,229 for which 0 proposals were voted
in varying ways for the same meeting agenda item.
SVM does not undertake stock lending. Where mandated we carry out our clients’ voting
instructions.
Due to the work intensive nature of this area we employ proxy advisors ISS to conduct the research
on our behalf to ensure all meetings receive the appropriate coverage. ISS base their research on 4
key tenets:
•
•
•
•

Accountability
Stewardship
Independence
Transparency

Best practice is derived from a number of sources including, but not limited to, the following:
•
•
•

The UK Corporate Governance Code
The AIC Code of Corporate Governance
Pensions and Lifetime Savings Association Corporate Governance Policy and Voting
Guidelines

ISS make recommendations to vote for, against or abstain on meeting agenda items. Where we are
advised to vote against or abstain on an item SVM will review the appropriate research and be
responsible for the final decision and casting the votes. All voting against management, including
abstained and withheld votes are recorded internally by SVM, along with our rationale for the voting
decision.
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Meetings by Meeting Type - 2021

With 262 distinct company meetings available to vote, 245 were voted, leaving 17 unvoted.
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Information on SVM’s voting activity may be accessed from our website through our Responsible
Investing page: https://www.svmonline.co.uk/InvestmentProfessional/About-SVM/ResponsibleInvesting/

In April 2021 SVM’s proxy advisers recommended we vote against the resolution to approve the
remuneration report of a German engineering company. Authority had been given to the
supervisory board to grant discretionary bonuses to senior executives which was in breach of best
market practice, while a further bonus scheme had been agreed, the total of which was deemed
excessive. We wrote to the company explaining that we intended to vote against the resolution
and received a detailed reply explaining the rationale for the stance that had been taken. Further
discussions ensued where a detailed breakdown was given of the policies adopted which
highlighted the extent to which the remuneration packages were less generous than initially
feared while at the same time also closely linked to shareholder value. In addition, commitments
were made to further integrate future remuneration considerations toward non-financial ESG
targets. As a result of these revelations we supported the resolution and informed the company
of our decision.

Source: Graphs taken from ISS website (link on SVM website) - https://vds.issgovernance.com/vds/#/MTA4NDc=/
Period – 1/1/21 to 31/12/21
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This document is intended to be for information purposes only. The material is not intended
as an offer or solicitation for the purchase or sale of any financial instrument. The
information provided in this document may not be reproduced in any form without the
express permission of SVM Asset Management Ltd. To the extent that it is passed on, care
must be taken to ensure that this is in a form which accurately reflects the information here.
Unless otherwise stated, the source of all information is SVM Asset Management Ltd. The
document is accurate at the time of writing but is subject to change without notice.
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