
Annual 
Stewardship  
Report 

2020



Annual Stewardship Report 2020

Foreword
The UK Stewardship Code 2020 (‘the Code’) sets 
high expectations for how investors, and those that 
support them, 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.
 
More generally, the rapidly increasing public focus 
on how, by acting together, we can work towards a 
more sustainable world has already had a significant 
impact on the investment industry and its influence 
continues to grow day by day. Our clients are urging 
us as stewards of their assets to demonstrate how we 
are responding to this issue.
 
In this report we explain how we are addressing the 
expectations set out in the Code, reflecting on our 
history and culture; where we stand today; and our 
aims to further raise our standards.
 

We are proud of the value we have delivered to our 
investors to date, through the consistent application 
of a well-defined investment approach that focuses 
on investing in ‘exceptional’ companies for the very 
long term. But we have been thinking harder about 
how we can help in the drive towards achieving 
sustainable benefits on a broader scale. Although we 
believe we have come a long way, we recognise that 
there is more to do – we need to continue to develop 
our ESG thinking (particularly on climate change)  
set clearer objectives and measure our progress.
 
We are committed to improving both the way in 
which we run our business and the way in which 
we engage with companies so that we understand, 
and where necessary influence, how our investee 
companies are adapting their strategies to deal with 
the tangible risks and opportunities presented by 
every aspect of ESG.

Nick Train, Chairman 
on behalf of the Board of Lindsell Train Limited 
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I

Lindsell Train is an asset management company 
that specialises predominantly in the management 
of long-only Global, UK and Japanese equity 
portfolios, managing around £23bn of client  
assets as of 31 December 2020.

The company was founded in 2000 on the shared 
investment approach of Michael Lindsell and  
Nick Train, that developed while they worked 
together during the early 1990s. From the outset, 
they were determined to keep corporate complexity, 
including hierarchy, to a minimum. As such, Lindsell 
Train continues to maintain a small and simple 

organisational structure, employing 19 individuals. 
This allows us to avoid excessive bureaucracy and 
distractions and to provide a working environment 
in which the investment professionals can 
concentrate on investment issues. Furthermore,  
our independence - with the two founders 
continuing to have majority ownership – ensures 
that we maintain the integrity of the business 
and investment principles on which the firm was 
founded, which we believe will help our clients meet 
their investment goals (relating to both performance 
and stewardship) over the longer term.  

SIGNATORIES’ PURPOSE , IN VESTMENT BELIEFS , STR ATEGY, 
AND CULT URE ENABLE STEWARDSHIP THAT CREATES 
LONG -TERM VALUE FOR CLIENTS AND BENEFICIARIES 
LEADING TO SUSTAINABLE BENEFITS FOR THE ECONOMY, 
THE EN V IRONMENT AND SOCIETY

Platform 
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• Our business principles, on which the 
culture of the company has been built and 
which emphasise our determination to 
take a long-term view on both investment 
performance and business development; 

• Our investment philosophy, which 
emphasises protecting and growing our 
clients’ real capital over the long-term 
by investing in companies that are truly 
durable;  

• Our strong financial position, with no 
debt financing required, based on the 
conservative management of our  
balance sheet; 

• Our external shareholder, the Lindsell 
Train Investment Trust, which has 
supported the business since its 
establishment and which is important as 
both a long-term partner and advisor; and 

• Our recruitment policy, a key element 
of which is to seek out individuals who 
we hope will build their entire career at 
Lindsell Train.  

Since its inception, Lindsell Train has had a long-term focus embedded throughout its business, 
as illustrated by:

OUR PURPOSE 

The ‘purpose’ of Lindsell Train is to provide a 
professional working environment that enables  
us to achieve strong investment results for our 
clients. If we succeed in this then not only do we 
satisfy our clients but our shareholders and staff  
are correspondingly well rewarded. Underpinning 
this purpose is a culture based on our focus 
on investment, fostered through our simple 
organizational structure. This focus is recognized by 
all our employees and provides the basis for working 
together effectively. We believe that this, together 
with our encouragement of independent thought, 
initiative and openness, promotes a strong work 
ethic and employee camaraderie, giving us the best 
chance of achieving our purpose.

OUR PRINCIPLES  
AND VALUES
 
The founders set up the company with three business 
principles firmly in mind:

• To run client capital as we would run our own 

• To align our interests with those of our clients 

• To take the long view on investment performance 
and business development 

Managing our clients’ savings to preserve and grow 
the real purchasing power of assets over the long 
term reflects how the two founders have always 
sought to manage their own savings. Underlining 
this, they invest substantially all their financial 
assets in Lindsell Train managed funds, thus also 
demonstrating a strong alignment of interests with 
our investors. 

In terms of growing the business, taking a  
long-term view on business development means  
that we have never sought to diversify outside  
our circle of competence in order to grow assets.  
These business principles are based on our values of 
integrity, steadfastness and transparency, which are 
embedded throughout our business and extend to 
our relationship with our employees, shareholders, 
clients and third parties working with Lindsell Train.  
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Integrity – We are committed to doing business to 
the highest standards of integrity.   

Steadfastness – We have always followed a single, 
well-defined approach to investing in equities,  
based on holding the shares of exceptional 
companies for the longer term. This requires a 
high conviction and also the ability to be patient, 
maintaining the discipline to ignore market volatility.  

Transparency – We communicate internally and 
externally with honesty, realism and respect.  
We pride ourselves on sharing complete visibility 
into the successes, and sometimes failures,  
of investments made on behalf of our clients  
as well as visibility about our business as it  
has evolved.

OUR V ISION  
AND STR ATEGY 

The firm’s strategic mission is to consistently meet 
our clients’ expectations. This relates not only to the 
achievement of strong investment results but also 
to fulfilling our clients’ wider requirements, which 
have increasingly focussed on a desire to invest 
responsibly. We look to build strong and positive 
relationships by providing professional, responsive 
and friendly client service. 

We look to partner with clients who fully understand 
and embrace a long-term, high conviction investment 
approach and where we expect to maintain a fruitful 
partnership over many years. In order to meet 
these goals, our firm has a culture based around 
our focus on investment, fostered through our 
simple organisational structure. Effective teamwork, 
encouraged and promoted by co-founders Michael 
Lindsell and Nick Train, underpins both investment 
and business management. We look to provide a 
working environment that gives our employees every 
opportunity to be fulfilled and happy, and we are 
pleased that this has resulted in exceptionally low 
employee turnover.   

OUR IN VESTMENT 
APPROACH

How do we look to achieve our investment objective 
of preserving and growing the real purchasing power 
of our clients’ assets over the long term? 

At the heart of our approach is a conviction that 
inefficiencies exist in the valuation of ‘exceptional’ 
companies. Specifically, we note that durable,  
cash generative franchises are not only rare but  
also appear to us to be undervalued by other 
investors for most of the time. We invest in such 
‘exceptional’ companies with the expectation 
of holding them for the very long term. It is the 
resultant long-term partnerships that we build with 
investee companies that form the cornerstone of 
our approach to Responsible Investing. Our truly 
strategic time horizon means we must be continually 
alert to all relevant long-term issues, with the 
objective of pre-empting risk and enhancing returns. 
It is the case, therefore, that considering all ESG 
factors which might affect our companies has always 
been central to our investment approach.  

Indeed, we have historically found that these 
‘exceptional’ companies tend to exhibit 
characteristics associated with good corporate 
governance and responsible business practices.  
Furthermore, we believe that companies which 
observe such standards, and that are serious in their 
intention of addressing environmental and social 
factors, will not only become more durable, but will 
likely prove to be superior investments over time.

Our experience and research tell us that ‘exceptional’ 
companies are found only in a limited number 
of sectors, which means that many sectors are 
never (or rarely) represented in our portfolios. 
For example, we do not invest in capital intensive 
manufacturing industries or any companies involved 
in the extraction and production of coal, oil or 
natural gas. We also avoid industries that we judge 
to be sufficiently detrimental to society that they  
may be exposed to burdensome regulation or 
litigation that could impinge on financial returns 
(e.g. tobacco, gambling or arms manufacturers).  
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Our truly strategic view means we 
must be absolutely alert to long 
term ESG issues and encourage 
our companies to do the same. So, 
although we will always invest to the 
top priority of protecting the real 
value of the capital entrusted to us we 
are clear that there is no contradiction 
between this priority and the good 
behaviour of the companies we  
invest in.

 Nick Train

Similarly, our investment approach has steered 
us to invest in a number of companies that play 
an important positive social (e.g. Pearson/RELX/
Schroders) or environmental (e.g. Unilever/Kao)  
role. We believe that such positive benefits for 
society should be consistent with our aim to generate 
competitive long-term returns, thus helping us meet 
our clients’ investment objectives. Furthermore, 
through our engagement strategy, we increasingly 
seek to encourage and support our companies to 
meet their ESG own commitments (be those aligned 
with the UN Sustainable Development Goals,  
climate goals or other similar initiatives), with the 
aim of improving standards and enhancing returns.      

Thus our evaluation of ESG factors is a natural 
part of our investment process and the exercise of 
our stewardship responsibilities is integral to our 
research process.
 

 
 

ESG STR ATEGY
 
Whilst we believe that our commitment to 
Responsible Investing through the long-term 
partnerships that we build with our investee 
companies is well understood and endorsed by 
our clients, we have dedicated significant time 
and resource to ensuring that we better articulate 
our approach to active ownership, including ESG 
integration, engagement and proxy voting.   

As a result of these efforts, we have published new 
policies, improved existing policies, reviewed and 
responded to upcoming regulation, reflected on the 
appropriateness of our governance structures and 
worked with our clients and consultant partners  
to understand how we can serve their best interests.  
Examples of some of the specific outcomes include:

• ESG (within the broader context of Stewardship) 
is a standing agenda item at all meetings of the 
LTL Board and the Management Committee. 

• We have initiated and continued to upgrade 
our ESG client reporting, which now forms an 
important part of our client communications.  
 

• Lindsell Train became a signatory of UN PRI  
in November 2019.  

• Lindsell Train appointed Glass Lewis to aid the 
administration of proxy voting and provide 
additional support in this area. Given their 
enhanced reporting capabilities, we are now 
able to publish an annual record of our voting 
activities. We also believe that their research  
and engagement platform will further improve 
the inputs to our decision making. However,  
an important part of our investment process 
and proactive company engagement strategy is 
that the portfolio managers retain responsibility 
for voting decisions, based on their detailed 
knowledge of the companies in which we invest.

 
• We have begun preparing a strategic framework 

to guide our future ESG work.
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Whilst we have made substantial progress, there 
are still areas for improvement. In terms of client 
reporting, whilst we now report extensively on our 
engagement and voting activities, it is our intention 
to finesse our engagement reporting framework, 
in order that it more explicitly reports on purpose, 
objectives and results. We are working with our 
clients and consultant partners to agree a format that 
meets their/their clients’ own reporting obligations. 
From a regulatory perspective, we are focussed on 
ensuring that we meet the obligations of existing 
and upcoming regulations. Our determination to 
keep our business small and simple means that there 
can be limitations in what we can do ourselves. 
We will therefore make use of external resources 
where necessary to help us effectively navigate the 
regulatory landscape, as it relates to ESG.   

In terms of our investment activities, engaging with 
and monitoring investee companies on matters 
relating to stewardship has always been an essential 
element of our investment strategy. When we meet 
with company management we will engage with 
them on all factors that we believe will affect the 
company’s ability to deliver long term sustainable 
value to shareholders. Such factors include but 
are not limited to; corporate strategy, operating 
performance, competitive positioning, governance, 
environmental factors (including climate change), 
social factors, remuneration, reputation and 
litigation risks, deployment of capital, regulation 
and any other risks or issues facing the business.  

We recognise that addressing environmental 
and social factors is increasingly important to 
stakeholders in companies, as well as our clients, 
and our engagement with companies is increasingly 
embracing these areas. Fortunately, the management 
of the companies in which we invest equally want 
to engage with us on such matters and share with 
us the work that they are doing. For example, our 
companies are becoming increasingly cognizant of 
the need to source their products sustainably and 
also demonstrate a higher degree of sensitivity to 
environmental considerations.   

Our long-term approach generally leads us to be 
supportive of company management; however,  
where we disagree with a company’s actions,  
we will try to influence management on specific 
matters or policies if we believe it is in the best 
interests of our clients. Constructive dialogue 
has more often than not resulted in satisfactory 
outcomes, thus limiting the need for escalation. 
However, where this is not the case, we will  
consider escalating our engagement and  
stewardship activities. 

To date, our stewardship activities have proved 
effective and we have been able to deliver good 
investment returns for our clients, a commitment 
to investing responsibly and also, we hope, the 
level of service that our clients deserve and have 
come to expect. However, like our expectations 
of the companies in which we invest, our clients’ 
expectations of us are constantly evolving and 
rightly so. 

There is more work to be done.  
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II
SIGNATORIES’ GOVERNANCE , RESOURCES  
AND INCENTI VES SUPPORT STEWARDSHIP 

Twenty years on from Lindsell Train’s inception,  
our common desire to build a business where 
corporate complexity is kept to an absolute 
minimum remains strong. We have avoided as far 
as possible the bureaucracy and hierarchy that 
accompanies many large businesses. 

Instead, we have intentionally maintained a small 
and dedicated team of staff, currently numbering  
19, who have on average worked at Lindsell Train  
9 years representing a wide range of experience  
and skill sets.    

GOVERNANCE
Although aware of the limitations and potential risks associated with a smaller team, we believe that these  
are well balanced by the maintenance of a robust governance structure, which is summarised as follows: 

Board of Directors  

Executive Directors: 

Michael Lindsell, founder and portfolio manager; 
Nick Train, founder and portfolio manager;  
Michael Lim, Chief Operating Officer (COO);  
Jane Orr, Marketing; and Keith Wilson,  
Head of Marketing & Client Services

Non-executive Directors: 
James Alexandroff and Julian Bartlett

Operations and Compliance Committee  
Michael Lim, Chief Operating Officer (COO),  
Lydia Plant, Chief Financial Officer (CFO),  
Mathew McNeill, Deputy Compliance  
Officer (DCO)

Management Committee  
All Executive Directors

Responsible for:

• Setting the strategy of the firm.

• Establishing and maintaining a robust 
internal control framework.

• Ensuring compliance with all applicable  
legal and regulatory requirements.

ESG is a standing agenda item at all meetings of the 
Board, underlining the importance with which we view 
ESG and sustainability from a corporate perspective.  

• Responsible for matters relating to the day-to-day 
management of the company.  

• Such matters include; an ongoing assessment of 
business risk, operations, finance, strategic planning, 
ESG, legal and HR.

• Ensure that the frameworks of internal systems 
and controls within each function are operating 
effectively.

• Ensuring that compliance, finance and operational 
risks are properly identified, managed and addressed 
on a day to day basis. 

• Provide governance, oversight and ongoing  
assessment of the Firm’s Operations, Finance, 
Compliance, Business Resilience and Technology 
functions.

• Ensuring the proper execution of the company’s 
business strategy, as agreed by the company’s  
Board of Directors.
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Our business decisions support our aim to keep 
complexity to a minimum. One early policy decision 
we took was to limit the number of segregated 
mandates that we will manage, since each additional 
account has an impact on both our portfolio 
management and operational resources. Today over 
70% of our assets under management are invested in 
pooled vehicles, up from less than 30% ten years ago. 
Not only does building pooled vehicles in this way 
allow us to keep fees low but another benefit is that 
investors in each fund gain the additional comfort of 
that fund’s own independent governance structures, 
over and above that provided by Lindsell Train in its 
capacity as Investment Manager.  

In this vein, we would also draw your attention to 
the Lindsell Train Investment Trust (LTIT), which 
owns nearly 25% of Lindsell Train Limited. The 
Lindsell Train Investment Trust is a UK quoted closed 
end fund, which was set up at the time Lindsell 
Train Limited was established, to help fund the asset 
management company and to use its capital to seed 
fund launches. LTIT provided Lindsell Train Limited 
with a stable fee stream from the start and allowed 
the founders to run their business unhindered by 
shorter-term considerations that might have arisen 
when establishing a new business, particularly in the 
difficult markets of 2000-2002. Today, LTIT’s stake 
in Lindsell Train Limited represents over 45% of the 
Trust’s portfolio NAV. This means that the Board 
of LTIT (four independent directors, together with 
Michael Lindsell) take a significant interest in both 
the long-term plans and the governance of Lindsell 
Train Limited. 

Lindsell Train Limited’s independence - with the two 
founders continuing to have majority ownership - 
means that all business decisions are made with the 
long-term interests of our employees and our clients 
in mind. For example, we do not have (and have 
never had) ‘targets’ with regards to raising assets and 
we are careful in our approach to developing new 
client bases by type or geography. This ensures that 
we do not over-stretch our resources; in particular 
we need to carefully manage the time that our 
portfolio managers spend on activities not directly 
related to investment. It is for this reason that we 
also look to define the parameters of any client 
relationship to ensure that we can meet the servicing 
levels that our clients expect from us. 

We are also careful to prioritise projects that are 
meaningful to clients and to the success of our 
business. On which basis, in the past two years a 
key cross-firm project, to which we have dedicated 
significant time and resource, has been to review our 
approach to responsible investment and stewardship, 
with the overall objective of being able to better 
articulate and monitor our approach to ESG.  
The developments we have made are set out in  
our response to Principle 1.

Risk Committee
Julian Bartlett (Chair), Michael Lim, 
Lydia Plant and Mathew McNeill.

• Ensuring that the risk control framework of the  
Firm operates effectively. 

• Advising the Board on the establishment, 
implementation and maintenance of adequate  
risk management policies and procedures. 

• Remit encompasses all risk control issues facing the 
firm, including but not limited to: operational risk 
(including legal and regulatory risk), credit risk, 
market risk, business risk, liquidity and capital risk 
(including ICAAP) and investment risk.

We look to partner with clients who fully 
understand and embrace a long-term, high 
conviction investment approach and where 
we expect to maintain a fruitful partnership 
over many years. 

Each committee meets at least twice a year 
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Improvements we are planning to make are - 
setting more defined and assessable objectives for 
our engagement activity and explicitly measuring 
its success or failure. It is our intention to build 
a framework that captures this information in a 
uniform and quantifiable manner. It is important to 
understand that this review has not resulted in any 
changes to our fundamental investment philosophy 
or process. Since the inception of Lindsell Train 
in 2000, we have invested in companies that we 
determine to be ‘exceptional’ - that is durable, 
cash generative businesses that achieve higher than 
average returns on capital - with the expectation of 
holding them for the very long term. What’s more we 
have always endeavoured to act in the best interests 
of our clients as stewards of their capital. 

To date, Lindsell Train has chosen not to allocate 
dedicated resource to the area of ESG, given we 
believe that all staff should be aware of their 
obligations and that ESG should be integral to all 
areas of the firm. This also reflects on the nature of 
the organisation and the attitude and aptitude of  
our staff, who need to be able to embrace variety in 
their roles. The strides we have made to date in the 
area of ESG have been a result of individuals rising to 
the challenge, recognising both the magnitude of ESG 
as a business risk and an opportunity. More generally, 
attributes we look for in our staff include: the desire 
to embrace our culture and working environment, 
the ability to work independently as well as  
to understand the wider team requirements,  
self-motivation, curiosity, analytical skills, ability to 
write articulately and ability to think outside the box. 

All individuals involved in the oversight of ESG at 
Lindsell Train are senior members of staff who are 
either Certified Persons or Senior Managers under 
the Financial Conduct Authority’s (FCA) Senior 
Managers & Certification Regime (SMCR).   

They bring to the table a wide variety of  
experience and expertise, having in most cases 
enjoyed multi-decade careers in investment 
management. Please refer to the biographies  
included on page 40 for details.

RESOURCE

ESG is a standing agenda item at all meetings of the LTL Board (five executive plus two non-executive directors) 
and the Management Committee (the five executive directors), underlining the importance with which we view 
ESG from a corporate perspective.

MANAGEMENT

Given that responsible investing is and has always been a natural part of our investment approach, we think 
it most appropriate that all six investment team members take shared responsibility for ensuring that ESG is 
integrated throughout the investment process. Within the investment team, the three Portfolio Managers have 
ultimate oversight in that they have the final decision making authority as to whether a stock is added  
or removed from a portfolio.

INVESTMENT

In terms of keeping up with regulation and industry initiatives in the area of ESG, as well as meeting our clients’ 
expectations, Jessica Cameron (Head of Institutional Marketing and Client Services) spearheads our efforts. 
Jessica, who has significant experience of ESG integration, encourages ongoing discussions about best practice, 
conducts ESG training and also coordinates our ESG policies and specific ESG client reporting. Jessica reports 
on ESG to the Board of LTL, which has overall accountability for effective stewardship. 

FIRMWIDE
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Of course, with no staff dedicated to the area  
of ESG, training is critical. To date, we have 
introduced annual ESG training for relevant staff, 
including all members of the investment team. 
The training serves to remind staff about the key 
Principles of Responsible Investing, to update them 
on industry developments in stewardship, to confirm 
how Lindsell Train integrates such principles into 
our investment process and to discuss best practice,  
when it comes to engaging with company 
management on matters relating to ESG.  

INCENTI VES

Our compensation arrangements take into account 
sound and effective risk management, do not 
encourage excessive risk taking and are in line  
with our business strategy, objectives, values and the 
interests of shareholders and clients. We seek to pay 
competitive rates of remuneration, supplemented  
by discretionary bonuses when appropriate to  
reflect the company’s success and to reward 
individual contributions. The award of staff bonuses 
is influenced by LT’s annual profits, but also pays 
testament to the longer-term success of our company. 
Importantly we do not reward on the basis of 
short-term targets. Discretionary bonus payments 
recognise an employee’s contribution to the overall 
business, including supporting the culture and 
values of our firm, and their overall job performance 
(which is not linked to specific financial measures) 
and are subject to the employee’s compliance with 
LT’s internal policies and procedures. Given the 
significant and growing importance of ESG in 
the investment industry and to the future of our 
business, management increasingly take into account 
any individual staff insights or dedicated work that 
have contributed to our efforts in this area.

Lindsell Train has always recruited and retained 
staff without prejudice and based on meritocracy, 
as laid out in our Equal Opportunities policy 
which is included within our Employee Handbook.  
Illustrating this, of our 19 staff there are nine women 
(including five at a senior level: a Director, our Chief 
Financial Officer, a Deputy Portfolio Manager and 
our two heads of Institutional Marketing and Client 

Services (ex North America, and North America); 
and ten men. We also have three ethnic minority 
employees (including a Director and our CFO).  

With a staff base of only 19 and a record of low 
turnover, we are limited in terms of what we can 
show we are doing to improve the diversity and 
inclusivity of our organisation. That said, following 
the enforced period of working from home during 
COVID related restrictions, we took the opportunity 
to interview each of our staff individually to gauge 
their experience - with the objective of improving 
their working arrangements for the long term.  
We believe that, as long as we can continue to fully 
meet our clients’ expectations, then offering more 
flexible working practices should mean happier and 
more fulfilled staff. This is particularly true where 
individuals have competing pressures for their time 
and energy, for example young families or long 
commute times. We are thus on a path to enhancing 
Lindsell Train’s attraction as a place to work for 
both existing and future employees. 

In summary, we believe that Lindsell Train has a 
robust governance structure, rigorous processes and 
appropriate resources given the size and nature of 
our business. Critically, we also have the ability to 
recognise where we might not have the appropriate 
skills in-house and in these instances we are prepared 
to outsource to professional providers who offer 
exceptional services in their areas of expertise.  
For example, we have engaged with a legal firm  
to help us meet our obligations under SFDR. We try 
our best to look ahead and endeavour to adequately 
resource our company in order to continue to 
provide a service to our clients of which we can  
be proud. 

Male

Female

Ethnic 
Minority

16% 10
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III
SIGNATORIES MANAGE CONFLICTS OF INTEREST 
TO PU T THE BEST INTERESTS OF CLIENTS AND 
BENEFICIARIES F IRST 

In the course of undertaking our investment 
management services, and factoring in our 
relationship with investee companies, stakeholders, 
clients and other interested parties, it is inevitable 
that there are occasions when potential conflicts of 
interests might arise. Our core values of integrity  
and transparency support our regulatory obligation 
to identify and manage such potential conflicts. 
Details of the arrangements that have been put in 
place to this end can be found in our Conflicts of 
Interest policy, which is available on our website  
and to which all staff members must adhere.  

Lindsell Train’s Board, in conjunction with 
Compliance and business unit heads, take 
responsibility for ensuring that these arrangements 
are implemented appropriately and updated as 
necessary. Where a potential conflict is identified, 
we will seek to organise our business activities 
and arrangements in a manner to prevent the 
crystallisation of the conflict. This includes the 
appropriate segregation of functions and business 
lines, such that a level of independence will mitigate 
the potential for conflict, and the presence of internal 
policies, such as pre-clearance approval for personal 
account dealing, a trade allocation policy and 
disclosure requirements.      

On an annual basis, Compliance conducts a  
risk assessment of the potential for the business  
activities and the conduct of employees  
(at all levels) to give rise to potential conflicts  
of interest, and maintains a Conflicts Register to 
record all such instances together with associated 
mitigating/management arrangements. 

The Conflicts Register organises perceived conflicts 
into the following categories: 

• Trading and Investment

• Pricing and Valuation 

• Information Distribution and Disclosure 

• Personnel 

• Relationship 

All identified conflicts of interests are reported 
to and reviewed by the Board at least annually.  
Compliance carries out periodic reviews of identified 
conflicts, ensures that appropriate steps have been 
taken to address and manage them, and assesses the 
effectiveness of those steps.  

The Conflicts Register is subject to regular review 
(at least annually) and is updated as and when 
required. Compliance work in conjunction with the 
Management Committee to consider business and 
product developments to assess whether any new 
conflicts arise as a result – the Conflicts Register will 
then be updated during the year if a new conflict of 
interest is identified. Conflicts of interest are also 
reported to the Board. If there are any conflicts of 
interest that specifically impact the services provided 
to a client by Lindsell Train then steps will be taken 
to promptly notify the client of that fact and of 
course any mitigating actions considered necessary 
to avoid any detrimental or adverse impacts on  
the client.
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Conflicts of interest examples:

Lindsell Train has investments 
in wealth management and retail 
investment platform businesses.

There is a potential conflict in that 
Lindsell Train’s holding may be 
perceived as affording it influence 
over the positioning/marketing of 
Lindsell Train funds or otherwise 
enable Lindsell Train to reach more 
favourable commercial terms in 
relation to the sale and distribution 
of Lindsell Train products.

Lindsell Train has a strong preference 
not to be made an insider. However, 
through the course of our engagement 
activity, on occasion we will voluntarily 
agree to be given inside information 
to aid in our discussion with company 
management or the board.

Scenario 1

Scenario 2

Mitigating controls:

• The investment decision making process and platform/
wealth management distribution relationship are clearly 
segregated, with separate reporting lines up to Board level.

• Lindsell Train’s distribution agreements are negotiated 
on an arms-length basis and on normal commercial terms.

• Lindsell Train carefully assesses where any matters 
on which it is required to exercise its voting authority 
presents a conflict with the business relationship that it 
has in respect of product distribution. Where a conflict 
of interest exists which cannot be managed Lindsell 
Train will not vote.

Mitigating controls:

• Lindsell Train has strict protocols in place to manage 
any situation where an employee is in receipt of inside 
information. These have been summarised in the 
Insider Dealing paragraph below. 

• These are set out in our Market Abuse policy, which is 
available on request.

DIRECTORSHIPS

As part of our Code of Ethics, prior approval is 
required by the Chief Compliance Officer if any 
employee seeks to join the Board of Directors  
(or similar capacity) of a publicly traded company.
Similarly, other than by virtue of their position with 
Lindsell Train or with respect to a family member, 
no employee may serve as a Trustee, Executor or 
Fiduciary unless the Chief Compliance Officer grants 
an exemption, assuming he is satisfied that such an 
exemption will not present a conflict of interest  
with any client of Lindsell Train.

PERSONAL ACCOUNT  
DEALING

Staff dealing from their own account can give rise 
to potential and actual conflicts of interest with our 
clients. Accordingly, all Directors and employees are 
required to strictly adhere to a mandatory Personal 
Account Dealing policy. 
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IV
SIGNATORIES IDENTIFY AND RESPOND TO MARKET-
W IDE AND SYSTEMIC RISKS TO PROMOTE A W ELL-
FU NCTIONING FINANCIAL SYSTEM 

Lindsell Train recognises the responsibility placed on 
all market participants, big and small, to support an 
effective market system. As an investment manager 
it is our responsibility first and foremost to fulfil our 
obligations to our clients, in particular our objective 
of protecting the real value of our clients’ assets.  
We therefore need to be alert to all market wide and 
systemic risks which may impact our ability to service 
our clients and/or our portfolios. From a business 
perspective, any such risks affecting the overall market 
landscape (e.g. geopolitical developments, structural 
risks or universal events) would be discussed by 
Lindsell Train’s Management Committee (extending 
the discussion to our two non-executive directors 
depending on the nature of the risk) and appropriate 
measures put in place. 

From an investment perspective, our consistently 
applied investment approach informs our response.  
We think we serve our clients and society best 
by taking a patient, supportive and long-term 
approach when making investments. After all, the 
original purpose of the investment industry was to 
help providers of capital to find return-generating 
ideas in which to invest, not to try to outdo other 
market participants. What’s more, we take some 
comfort from the fact that our portfolio holdings 
(or the brands or market positions they occupy) 
have on average survived for more than 100 years.  
This means they have encountered World Wars, 
depressions, recessions, digital transformations and 
more topically a devastating pandemic. We therefore 
have every expectation that these companies can 
successfully navigate the challenges presented by 
the next few decades, such challenges including - 
continued digital disruption, climate change and data 
security risks, to name just a few. 

During 2020, we responded to a number of systematic 
risks including the impacts of Covid-19, Brexit and 
the climate emergency, each of which we comment 
on below. 

COV ID-19

In no other year than 2020 has it been more 
important for investment managers to demonstrate 
that they have the appropriate resources and systems 
to meet their obligations to clients. With a united 
commitment from our staff, supported by a robust 
infrastructure, Lindsell Train was able to seamlessly 
transfer, almost overnight, to a working environment 
that enabled an uninterrupted continuation of our 
operations. Of equal importance, we recognised 
that our clients expected and deserved of us a swift 
and balanced review of how their investments 
might expect to perform during such unusual and 
concerning times. The investment team have always 
endeavoured to deliver transparent and coherent 
communications on a timely basis and Spring 2020 
was no exception. Resources from across client 
services, investment and compliance were harnessed 
to put together a detailed Q&A in order to accelerate 
the process of responding to queries from our clients 
and investment consultant partners. Our regular 
client reports addressed specifically the implications 
of Covid-19 on our portfolio holdings and our 
continued focus on the longer term. As a result of 
our bottom-up approach, Lindsell Train’s reporting is 
highly focussed on our views of individual companies. 
We also explained how Covid-19 and the subsequent 
lockdown had accelerated the increased uptake of 
online and digital products and services, a shift that 
has anyway consumed much of our thinking over the 
last decade or more. 
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Extract from a Lindsell Train monthly  
report May 2020 - 
  
“We have neither initiated any new holding,  
nor disposed of any existing holding since the 
start of the crisis. This absence of new buys or 
sells is significant and there are two reasons for 
it. First, we hope Lindsell Train’s investment 
principles and process mean we were already 
owning the right sort of company for a crisis. 
We have always placed a high value on the 
‘survivability’ of the companies we invest in. 
That preference has meant that, to date, our 
portfolios have avoided the worst of the value  
loss in stock markets. 

Next, in all humility - We Do Not Know.  
We have no special insight into the duration  
or severity of the epidemic. Of course there are 
enormous ramifications for investment assets 
depending on the duration and severity. But 
there seems little justification to place what 
would be, for us, speculative bets on outcomes 
whose likelihoods we have no special insight 
into. Sometimes doing nothing is rational.  
Of course the lockdown has acted as an 
accelerant for the adoption of digital products 

and services by companies and consumers alike. 
Nearly twenty years ago the late Andy Grove 
of Intel said “In the future every company will 
be an internet company.” The truth of that 
prediction is becoming more and more apparent. 
And many of our companies are telling us they 
can harness its power and as a result likely grow 
faster with higher profitability in years to come.

We wonder whether this disruption may 
signal the death knell of some 20th century 
business models and, beyond the immediate 
crisis, provide greater opportunities for those 
companies exploiting the digital economy. 
Throughout the crisis, positive value has been 
created by those companies positioned to benefit 
from the disruption; i.e. those placed to exploit 
the already ongoing, now COVID-hastened, 
shift to digital. For instance, Nintendo’s latest 
iteration of its ‘Animal Crossing’ video game 
sold 1.8m copies in Japan and 393,000 Switch 
consoles in its first week, a record for the 
company and Disney+ had 54.5m subscribers 
just six months post-launch! May 2020

Within our Q1 ESG Engagement report we reviewed 
the work conducted by the investment team in 
response to the pandemic. According to our records, 
we engaged with company management more in 
the first five months of 2020 than any equivalent 
stretch in the history of Lindsell Train. In general 
we will speak to the management of each our 
portfolio companies on average once a year, in the 
absence of any company specific concerns; however 
Covid-19, in many cases, resulted in us advancing 
these meetings for 2020, reflecting our desire to 
speak to company management during challenging 
times. As strategic, long-term owners we felt that it 
was imperative that we remind management of their 
responsibility to their shareholders, to ensure that 

there is no untoward change in strategic direction, 
urge management to consider and protect their 
company reputation and encourage responsible 
financial management.   

BREXIT

Brexit has been a regular agenda item for all  
Board and Management Committee meetings  
since the referendum result in 2016 and discussions 
necessarily stepped up during 2020. Having 
planned for the possibility of a No Deal Brexit 
for financial services, we were well positioned to 
provide continuity to our clients post the end of 
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the transition period on 31 December 2020. The 
key points from our perspective are: 1. Lindsell 
Train can initially make use of the FCA’s Temporary 
Permissions Regime to facilitate the distribution 
of EU domiciled UCITS funds into the UK and 2. 
Lindsell Train can continue to receive a delegation 
under current MIFIR regime to manage institutional 
segregated mandates on behalf of clients based in  
the EU. 

CLIMATE CHANGE 

Climate risk is the great issue of our era and it is 
clear that the transition to a low-carbon economy 
will affect all businesses, irrespective of their 
size, sector or geographic location. Therefore, 
no company’s revenues are immune from the 
risks associated with climate change and thus the 
assessment of such risks must be considered within 
any effective investment approach, particularly one 
like ours that seeks to protect our clients’ capital 
for decades to come. As one of our clients recently 
commented - if there is no habitable world for our 
future beneficiaries then why are we investing at all?  

Of equal importance is the approach that we take 
as a business and we are committed to playing our 
part. We will be reviewing our carbon footprint 
during 2021 and taking appropriate steps to achieve 
reductions where we can.  

From a portfolio perspective, evidently the transition 
to a low-carbon economy will affect some sectors 
more than others and fortunately these are typically 
the sectors that Lindsell Train avoids, most notably 
capital intensive industries, including material 
processing and extractive industries. That said,  
all companies are affected to a greater or lesser 
extent by climate change and we must ensure  
that we are able to identify and monitor the risks 
(and opportunities’ through our initial and ongoing 
research of the companies in which we are invested. 
This involves reading publicly available information, 
including company annual reports (which are 
increasingly, and encouragingly, devoting significantly 
more weight to this critical issue), and engaging with 

company management where appropriate. Given 
that climate change is now at the forefront of citizens 
and investors’ minds, our company managements 
are keen to tell us (and we are keen to hear, and 
probe as necessary) how they are thinking about 
and acting on the implications of this challenge. 
Examples of such engagement include: conversations 
with the management of packaged food and beverage 
companies regarding sustainable agriculture, water 
stress; discussions with management regarding 
distribution networks, energy efficiency initiatives  
and raw material sourcing.  

Currently we can review the carbon footprint of 
our portfolios using third-party data, however 
we recognise that this data should not be used in 
isolation. We are therefore open to broadening our 
understanding and investor ‘toolkit’ to incorporate 
both quantitative and qualitative research that might 
aid in our assessment of each of our company’s 
approach to climate change and how this might 
impact their long-term financial performance.  
We have been frustrated by the lack of uniformity 
of data and as a result support the aims of any 
organisation promoting transparency and consistency 
of information. For example we are looking closely 
at the Task Force on Climate-related Financial 
Disclosures (TCFD), and expect to sign up as a 
supporter once we have clearly understood our 
obligations. Furthermore, we will support shareholder 
proposals seeking increased disclosure of climate 
related matters in annual reports. In the meantime, 
we applaud those companies in our portfolio that 
do publicly report on such matters and particularly 
those that are first movers in terms of the action they 
are taking. For example, one of our largest portfolio 
holdings, the London Stock Exchange Group is setting 
standards for the financial industry, having become 
the first global exchange group to commit to net zero.   

Whilst we hope that in our role as an Investment 
Manager we have demonstrated our ability to identify 
and respond to market-wide and systemic risks,  
we would also like to set out how we contribute  
more widely to a well-functioning financial system.
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For us, a long-term investment 
approach means that our starting 
point is the ‘survivability’ of a 
company. In the current environment, 
our key focus is on our companies’ 
financial health. So we have 
encouraged dividend cuts where 
liquidity is under pressure and 
encouraged continued investment 
through the downturn to ensure 
businesses exit in a strong position. 
In our engagement with companies, 
we ask how they are responding to 
the crisis, though not necessarily 
telling them how they should deal 
with their own very specific problems. 
For example, in recent discussions 
with Sage, they told us that they are 
not letting staff go during lockdown, 
not only because that is the right 
thing to do, morally, but because 
they understand the need to maintain 
service levels at this time.

     

 Nick Train

SUPPORT POLICYMAKERS 
AND INDUSTRY INITIATI VES 

We are pleased to support and uphold the important 
work led by a number of industry bodies, including 
the Investment Association, where we have been 
a member since 2013; and the FRC, with whom 
we engaged as part of the 2019 Stewardship 

Code consultation. We submitted a response to 
their initial consultation and continued to engage, 
through participating in working party groups and 
responding to direct requests for opinion throughout 
2020. We believe it is important to actively represent 
the views of smaller organisations such as Lindsell 
Train who could potentially be at risk of being 
competed out by larger organisations, with more 
extensive resources. Similarly, we responded to the 
PRI (Principles for Responsible Investment) Strategic 
Initiatives survey to represent the voice of their 
smaller signatories.      

As far back as 2012, we were supporters of the 
government-backed Kay Review (‘UK equity  
markets and long-term decision making’), which 
found that “short-termism is an underlying problem 
in UK equity markets……”. Indeed, Kay’s list of 
proposals include two to which we particularly 
aspire: “Improve the quality of engagement 
by investors with companies, emphasising and 
broadening the existing concept of stewardship” 
and “Increase incentives to such engagement 
by encouraging asset managers to hold more 
concentrated portfolios judged on the basis of  
long-term absolute performance.”

Additionally, we support initiatives across  
different fields - such as the United Nations 
sponsored PRI, which has been helpful for 
incorporating ESG issues into investment practice; 
and the UK government cyber essential scheme, 
which sets out an organisational cyber security 
standard and for which we received accreditation 
in December 2018. We are also signatories of the 
CFA Asset Manager Code. 

We are mindful however of the extent to which 
initiatives are often overlapping in their over-riding 
objective: a well-functioning financial system. As 
such, we do not feel it necessary to support all such 
initiatives, albeit we may agree broadly with their 
aims. Moreover, whilst we cannot always play a 
particularly pro-active role in promoting those 
initiatives that we do actively support, we recognise 
that collaboration and unified influence quicken 
progress. We therefore do what we can, within the 
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constraints of our resources, to support policymakers 
on initiatives that address the most important issues 
facing our industry. At a minimum we promote: 
ensuring that all business activities comply with 
all applicable legal and regulatory requirements; 
the fostering of good governance, integrity and 
accountability; ensuring that financial market 
participants (our existing and prospective investors) 
have access to clear, comprehensive and high  
quality information. Lindsell Train investment 
professionals regularly attend and speak at industry 
events, when they are keen to convey the challenges  
of investing. Such communications connect us 
with our clients and the wider public and serve to 
encourage the adoption and advancement of a  
long-term investment approach. We also believe  
that if investment managers share their insights in  
this way, it helps to lift the overall expertise in our 
industry, to the ultimate benefit of investors.   

We believe that an economically 
efficient, sustainable global  
financial system is a necessity for 
long-term value creation. Such 
a system will reward long-term, 
responsible investment and benefit  
the environment and society as  
a whole.

 PRI 

VALUE FOR MONEY 

We have always believed in providing value for 
money to our investors – not least, because we are 
only too aware that fees dent the returns that we 
can achieve for our clients. After the strong growth 

of our pooled funds over a number of years, in July 
2019 we took the step of cutting our management 
fee – in line with our objective to continue to 
deliver value for money to our investors as well as 
our desire to share the rewards of that growth with 
our investors. The same fee cut was extended to the 
Lindsell Train Investment Trust, and we subsequently 
took the decision to waive the March 2020 
performance fee that was due to us based on strong 
NAV performance. Despite that strong performance 
there was a material fall in the Trust’s share price 
during its financial year and we felt it was the right 
decision not to take the fee, in order to reinforce the 
alignment of interest with shareholders. 

TAX TR ANSPARENCY

We believe we have a moral duty to pay appropriate 
corporate taxes and have no appetite to adopt any tax 
schemes that undermine this and that could threaten 
our reputation. Our profits do not rely on having a 
presence in a tax haven or any tax incentives.  

PROMOTE CORPOR ATE 
GOVERNANCE STANDARDS

Given that we believe that companies that observe 
high standards of governance should increase their 
chances of survivability, we expect our portfolio 
companies to adopt such standards. We point in 
particular to Japan, given corporate transparency 
there has historically been generally lower than 
for Western companies. Japanese Equity is one 
of our three flagship equity strategies, reflecting 
Michael Lindsell’s long experience of investing in 
that market. We are also longstanding signatories 
of the Japanese Stewardship Code. In more recent 
years there has been clear progress made in terms of 
corporate governance in Japan and we expect that 
this trend will continue, in line with government 
recommendations. As part of our engagement 
strategy, we encourage and advise our Japanese 
portfolio companies where relevant and necessary 
and we have been pleased to see that the companies 
in our portfolio have made substantial progress on 
this front. 



19

Annual Stewardship Report 2020

V
SIGNATORIES REV IEW THEIR POLICIES , ASSURE 
THEIR PROCESSES AND ASSESS THE EFFECTI VENESS 
OF THEIR ACTI V ITIES 

The Board of Directors has overall responsibility 
for assuring processes and policies and assessing the 
overall effectiveness of our activities, including those 
relating to stewardship. To that end, a number of the 
Directors contributed to this Stewardship Report, 
including co-founders Michael Lindsell (CEO) and 
Nick Train (Chairman), who then gave it a final 
review before approving it on behalf of the Board in 
March 2021. In doing so, they consider the report to 
provide a fair and balanced view of our approach to 
stewardship and responsible investment

In addition to the Board of Directors, Lindsell  
Train manages its business with the oversight of  
a Management Committee, a Risk Committee  
and an Operations and Compliance Committee  
(refer to page 8). These committees were formed 
to manage all aspects of the firm’s investment, 
distribution, administration and control oversight 
functions as well as to encourage the sharing of 
knowledge and ideas across the various business 
functions at Lindsell Train. From a day-to-day 
perspective the Management Committee has 
overall responsibility for our stewardship activities, 
including ensuring the continuous improvement  
of our stewardship practices.

Stewardship, including ESG considerations, are 
standing agenda items at all Lindsell Train Board 
and Management Committee meetings, underlining 
the importance with which we view ESG from a 
corporate and investment perspective. Industry 
developments, regulatory responsibilities and any 
risks or opportunities relating to stewardship 
(including our company engagement activity) will 
be discussed in these meetings, with the objective of 

ensuring our stewardship activities are effective. 
The Board is committed to investing in our 
infrastructure during 2021 in order to improve  
the scope and quality of our engagement framework, 
client reporting and governance structure, as it 
relates to stewardship. 

RISK MANAGEMENT 
FR AMEWORK 
 
The Risk Committee was established to oversee the 
risk management processes of the business and the 
adequacy and effectiveness of the firm’s risk controls, 
including those relating to stewardship. The Chief 
Operating Officer (COO) is responsible for the 
implementation of the internal control process which 
is appropriate to the size, nature and complexity 
of our business. The COO works closely with each 
business unit to design and implement suitable risk 
management systems and controls. The Company 
maintains a corporate risk register and together  
with the top risks are reviewed by the Risk 
Committee and the Board at each meeting.  
A business risk assessment is produced annually  
by the COO and is reviewed by the Board.

COMPLIANCE MONITORING 

The Board has established sound internal control 
systems to ensure the effectiveness of the Company’s 
compliance arrangements which are consistent  
with, and proportionate to, the risks posed by its  
regulated activities.  
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The compliance monitoring programme has been 
developed and maintained to provide assurance 
to the Board that the Firm’s relevant procedures 
and policies are adhered to, and also to detect and 
prevent compliance breaches. The Firm’s compliance 
monitoring programme is risk based and tests  
are performed on a daily, monthly, quarterly,  
semi-annual and annual basis depending on  
the level and nature of risks identified.  

In addition to the monitoring programme carried 
out by Lindsell Train’s Compliance team, the 
effectiveness of the firm’s compliance systems and 
records are also independently reviewed by ACA,  
an external firm of compliance consultants.  

EXTERNAL ASSUR ANCE 
PROCESS 
 
Our firm’s operational and control processes are 
reviewed by external accountants in the form  
of an AAF 01/06 report (SSAE 16 equivalent).  
The last review was conducted in September  
2020. Outside of the AAF, we do not seek specific  
external assurance for our stewardship activities.  
We do however have internal controls in place  
to ensure we follow our own procedures and  
policies (including our Proxy Voting, Conflicts  
of Interest and Responsible Investment and 
Engagement policies).   

IMPROV ING OUR PROXY 
VOTING PROCESS 
 
During the second half of 2019 we conducted a 
detailed review of our proxy voting processes and 
reporting capabilities. This project was initiated 
and steered by Michael Lindsell (Co-founder and 
Portfolio Manager), Michael Lim (COO) and Jessica 
Cameron (Head of Institutional Clients, and who 
also spearheads our ESG efforts). The objective of 
the project was to satisfy ourselves that our proxy 
voting procedures are robust and fit for purpose.  
We acknowledge that we are amongst a minority of 
investment managers who do not outsource proxy 

voting decisions. A limitation of this approach is 
that our internal proxy voting records have not 
supported the production of a comprehensive client 
friendly report suitable for public dissemination.  

We therefore interviewed a select group of service 
providers who we believed could offer enhanced 
reporting capabilities and also further improve  
the inputs to our proxy voting decision making 
process, through the provision of research and 
voting guidance. On conclusion of our analysis,  
the Board of Lindsell Train Limited agreed in 
Q1 2020 to appoint Glass Lewis to aid the 
administration of proxy voting and provide 
additional resources to support our proxy voting 
decision making process. It is important to stress 
however that the portfolio managers maintain 
decision making responsibility, which is based 
on their detailed knowledge of the companies in 
which we invest, as this forms an important part 
of our investment process and proactive company 
engagement strategy. Whilst we will leverage Glass 
Lewis research (produced in partnership with 
Sustainalytics), we continue to exercise all votes  
in-house and do not default to a Glass Lewis policy.  

From an administrative perspective, the Glass Lewis 
Viewpoint platform has streamlined and digitalised 
the overall voting and approval process – an upgrade 
that couldn’t have been implemented at a more 
fortuitous time, given the events of 2020!  

During 2020 we revised our Proxy Voting Policy and 
internal procedures document to reflect the changes 
to our processes and also to better articulate our 
proxy voting principles. Our revised policy provides 
additional clarity as to how proxy voting contributes 
to our overall investment process and also provides 
examples of instances where we may abstain or vote 
against management.  

In accordance with internal procedures, where we 
develop a new Policy or make material changes to an 
existing Policy, the Policy is initially approved by the 
business area responsible (in this case the Investment 
Team and Client Services) before being sent to 
Compliance for final approval.  
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VI
SIGNATORIES TAKE ACCOUNT OF CLIENT AND BENEFICIARY 
NEEDS AND COMMUNICATE THE ACTIVITIES AND OUTCOMES 
OF THEIR STEWARDSHIP AND INVESTMENT TO THEM  

Lindsell Train’s investor base is institutional in 
nature. Therefore, the clients to whom Lindsell 
Train provides investment management services 
are generally regulated financial institutions such 
as pension schemes, foundations, investment trusts 
and regulated pooled vehicles. We do not deal 
directly with private retail investors, as all of our 
clients through the wholesale channel are advised 
or intermediated by a financial advisor and/or 
investment platform. 

Indeed, together, platforms, IFA/Wealth Managers 
and private individuals (our ‘wholesale business’) 
make up half of our total AUM. For this wide range 
of clients, we need to make sure that we produce 
client reporting that is understandable, clear and 
accurate. Our compliance team are responsible for 
providing the marketing team with the necessary 
advisory support and oversight to confirm that we 

are meeting our regulatory obligations. However, it 
is only through ongoing dialogue with our clients 
that we can ensure we are meeting their investment, 
stewardship and reporting needs.  

Reflecting our long-term high conviction approach 
to investment, we look to partner with clients 
over many years. To give ourselves the best 
chance to fulfil this aim it is imperative that our 
services continue to meet our clients’ goals and 
expectations, both with regards to investment and 
client servicing. Our clients’ views and objectives 
are sought generally through pre-investment calls 
with the clients themselves and/or their advisors or 
investment consultants. In most instances we have 
pre-existing relationships with these intermediaries, 
which facilitates constructive dialogue and allows  
us to focus on the needs of our mutual clients. 

73%

50%

50%

27%

76%

11%

5.7%
2.8%

4.5%

Assets by client location, 31 December 2020Assets by vehicle and client type, 31 December 2020

 *Includes: LF Lindsell Train UK Equity Fund, LF Lindsell Train North America Equity Fund,   Lindsell Train Global Equity Fund,  
Lindsell Train Japanese Equity Fund and Lindsell Train Global Equity LLC. 

Segregated mandates USA

Institutional

Europe ex UK

Wholesale

South Africa

Rest of World**

Lindsell Train Pooled Funds* UK

** Includes: Isle of Man, Asia Pacific, Channel Islands, Middle East, South America and British Virgin Islands
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Client and consultant feedback and evaluation of 
our services, combined with the internal controls 
and procedures that we have in place, enables us to 
manage our clients’ assets in alignment with both 
their investment and stewardship policies.   

We have available a range of documents and 
marketing materials that serve to provide a 
comprehensive overview of how we approach  
the investment challenge as well as how we ensure 
investments and clients are safeguarded. There are 
also minimum disclosure documents, as prescribed  
by regulation, to ensure that investors fully 
understand the risks associated with the product  
in which they are investing.   

Of Lindsell Train’s 19 employees, six are dedicated to 
Marketing and Client Service. We see it as a priority 
to react quickly and comprehensively to client 
requests and moreover, any decisions or discussions 
requiring senior management input or approval 
can be effected efficiently because of our small 
organisational structure. We have always believed it 
is important that our clients have full access to our 
investment team as such communication is productive 
for both parties. We learn from our clients while they 
(hopefully) learn from us. Of course, with a small 
team of investment professionals it can sometimes  
be challenging to balance their time given the  
over-riding focus must be on investment matters,  
for the benefit of all our clients. We therefore view it 
as particularly important that the Portfolio Managers 
are responsible for writing the commentary for our 
regular client reports.

As a result of our bottom-up investment process,  
this reporting is highly focussed on our views of 
individual companies. Reflecting our integrated 
approach, these reports will often include discussions 
on responsible investment and stewardship matters. 
We also report more extensively on our engagement 
activities with individual companies in a quarterly 
dedicated ESG Engagement report, which to date  
has been made available to clients on request and 
during 2020 has had an accelerating readership.  
This includes details of who we have met with, 

what matters were discussed and also any follow-up 
steps that should be taken. To date this document 
has not been distributed widely, however it is our 
intention to make this report available on our website 
during 2021.  

More recently, with our clients becoming increasingly 
interested in ESG we have responded to a large 
number of RFPs and requests for meetings focussed 
on this area. The demand for more information has 
been recognised internally and it is therefore our 
intention to improve our stewardship and responsible 
investment reporting capabilities in response.  

We have plans to build a dedicated ESG area on  
our website in 2021 and it is likely that this would be 
an obvious home for our more specific ESG reporting, 
both engagement reporting and topical thought-pieces 
produced by the investment team. In the meantime, 
through ongoing dialogue (via regular update 
meetings and/or interim communication as necessary) 
we are assured by our clients as well as our consultant 
partners that we are providing the necessary reporting 
for our clients to meet their own ESG regulatory 
reporting obligations, for example enabling our 
Pension Fund clients to report on engagement and 
proxy voting in line with SRD II.  
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VII
SIGNATORIES SYSTEMATICALLY INTEGR ATE 
STEWARDSHIP AND IN VESTMENT, INCLUDING 
MATERIAL EN V IRONMENTAL , SOCIAL AND 
GOVERNANCE ISSUES , AND CLIMATE CHANGE , 
TO FULFIL THEIR RESPONSIBILIT IES 

Lindsell Train has one investment approach 
implemented by one investment team. Embedded 
in this approach is our evaluation of ESG factors, 
including climate change, as it is our view that we 
can best serve clients through the application of  
an integrated approach, where our investment  
team leverage ESG considerations to make  
better decisions.

Our investment philosophy is not driven by ESG  
but in our search for ‘exceptional’ companies  
(that is durable, cash generative businesses that 
achieve higher than average returns on capital)  
we take into account a wide range of factors, 
including ESG and specifically climate change.  

The ‘exceptional’ companies that Lindsell Train seeks 
to invest in are rare. Furthermore, we expect to hold 
these companies for the very long term, which for 
us means several stock market or economic cycles. 
As such, our investment process places significant 
emphasis on heritage and sustainability. It is no 
accident that our portfolio holdings (or the brands 
or market positions they occupy) have on average 
survived for more than 100 years. This means 
they have encountered World Wars, depressions, 
recessions, digital transformations and more 
topically a devastating pandemic. We therefore 
have every expectation that these companies can 
successfully navigate the challenges presented by 
the next few decades, such challenges including - 
continued digital disruption, climate change and data 
security risks, to name just a few. Furthermore, we 
believe that there is a clear accelerating convergence 

between achieving our clients’ investment goals 
and investing in businesses that meet rising ESG 
standards, particularly when investing over a time 
horizon that stretches over decades rather than  
just quarters or years. 

Our experience and research process points us to 
only a limited number of sectors to find ‘exceptional’ 
companies. These are consumer branded goods, 
internet/media/software, financials and healthcare. 
Hence there are a number of sectors that do not 
appear in our portfolios. For example, we do not 
invest in capital intensive manufacturing industries 
or any companies involved in the extraction and 
production of coal, oil or natural gas. We also avoid 
industries that we judge to be sufficiently detrimental 
to society that they may be exposed to burdensome 
regulation or litigation that could impinge on 
financial returns (e.g. tobacco, gambling or arms 
manufacturers). The nature of these sectors leads 
to a synchronous improvement in the ESG ratings 
of our portfolios. Thus our investment approach 
already gives us a ‘head start’ because of the innate 
integration of many aspects  
of ESG in our portfolios.   

All six members of the Investment Team contribute 
to the research process. We do not separate out 
research from portfolio management. Moreover, 
we think it is important that all members of the 
team are generalists to encourage as broad a range 
of market, industry and company knowledge as 
possible. The process is iterative in nature and 
all research is reviewed and debated as a team. 
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Equally, given that responsible investing is and 
has always been a natural part of our investment 
approach, we think it most appropriate that all six 
investment team members take shared responsibility 
for ensuring that ESG is integrated throughout the 
investment process.   

In general, we seldom use broker research, nor do 
we subscribe to any specific ESG research, nor do we 
subscribe to any specific ESG research or analytical 
tools. In practice more than 90% of research is 
carried out in house. In particular all valuation work 
is our own. In some cases we engage with brokers  
or industry experts to gain a better understanding  
of a particular sector or industry and such research 
may include RI/ESG related information. We are  
also able to leverage the information available  
on the Glass Lewis Viewpoint platform, as and  
where appropriate.  

Whilst not yet a formal supporter of TCFD,  
SASB or any other framework, we fully support 
their efforts to encourage companies to report their 
climate related disclosures and data in a uniform 
and consistent way, which will help us improve the 
existing monitoring tools on which we currently rely.  
Furthermore, this will enable important comparison 
work across industries, sectors and companies.  
For now, we have satisfied ourselves that our 
detailed knowledge of the companies in which we 
are invested, or are considering for investment, 
is more than adequate to satisfy ourselves that 
they meet the necessary criteria of an ‘exceptional 
business’ – the necessary hurdle for a business to be 
considered for investment.  

 
HOW DO W E IDENTIFY 
EXCEPTIONAL BUSINESSES?  

The cornerstone of Lindsell Train’s investment 
process is to identify whether a company is 
‘exceptional’, which includes a judgement on 
whether it is likely to be profitably in business in 
20 years’ time. Surprisingly, few quoted companies 
meet this test of durability, as evidenced by the high 
attrition rate for constituents of equity indices in the 

past. In terms of what characteristics we look for, 
we have found that there are a number of common 
features that our holdings exhibit, namely; heritage, 
predictable earnings (through pricing power and/
or intellectual property), low capital intensity and 
sustainably high returns on capital.

 
Our evaluation of ESG factors is a natural part  
of our investment process and so is incorporated  
at idea generation and throughout the ongoing 
research/monitoring of companies, including 
company engagement. 

Companies defined as exceptional by Lindsell 
Train typically demonstrate the following: 

1. Durability and longevity, evidenced by 
a deep competitive moat. The company 
should also demonstrate its ability to 
sustainably compound real cashflow over 
a multi decade time cycle. Often the most 
obvious candidates for investment are those 
companies and franchises that have already 
demonstrated their ability to survive and 
prosper over the long term.   

2. Sustainably high returns on capital. 

3. Superior capital allocation practices. At a 
minimum, we expect companies to reinvest 
in the business to maintain its competitive 
edge. Next we expect companies to consider 
acquiring complementary businesses, so long 
as by doing so they at least maintain their 
high return on capital. When the opportunity 
to make accretive investments does not exist, 
we would expect management to return cash 
to shareholders through paying dividends or 
through share repurchases at accretive prices.   

4. A conservative balance sheet (i.e. with 
low debt). We are willing to accept limited 
leverage, as long as it is not in order to 
maximise returns today at the cost of  
future earnings.
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Of course when we identify what we believe to be an 
exceptional business we intend to hold it for the long 
term, which for us means several economic market 
cycles. So the number of stock selection ‘decisions’  
in terms of names in the portfolio is very low  
- for example, since the inception of our Global 
Equity representative account in March 2011 we 
have only sold completely out of six positions and  
added four new positions. None of these decisions 
was driven exclusively by ESG factors but, as we  
allude to above, any relevant factors will have  
fed into the research undertaken. Indeed, we are 
happy to continue to invest in a company that  
can demonstrate it is on a path to improving its  
ESG credentials.  

Through our process of ESG integration, we will 
consider all factors that we believe will affect a 
company’s ability to deliver long term sustainable 
value to shareholders. Such factors include 
but are not limited to; environmental factors 
(including climate change), human rights, social 
and employee factors (including turnover and 
culture), remuneration (including share ownership 
principles), innovation, cyber resilience, responsible 
data utilisation, strong boards (including skill-set 
diversity), respect for human rights, anti-corruption 
and anti-bribery, and any other risks or issues facing 
the business and its reputation. If our companies can 
get all this right, then they will increase their chances 
of surviving in the long term. This aligns with how 
we explain to clients the long-term investment 
horizon that we believe is necessary to achieve  
the returns they seek.

We assess these factors and their materiality to the 
investment thesis underlying each of our companies. 
If we believe that an ESG factor is likely to impact 
a company’s long-term business prospects (either 
positively or negatively) then we can reflect this in 
the Equity Risk Premium/long-term growth rate 
that we apply in our valuation of that company, 
which alongside our more qualitative research will 
influence any final portfolio decisions (for example, 
whether we start a new position or sell out of an 

existing holding). 
Homing in on the risks posed by climate change, 
what we do not own is arguably more important 
than what we do own. As a reminder, we do  
not invest in capital intensive industries  
(energy, commodities or mining) or any companies 
involved in the extraction and production of coal,  
oil or natural gas. As a result, our portfolios  
are at the lower end of the climate risk scale  
(as corroborated by our carbon footprint analysis).  
 
By way of further example as to how we integrate 
stewardship and investment, please refer to a piece 
written by Deputy Portfolio Manager Madeline 
Wright (Appendix 2), which summarises her 
observations on how brands are strengthening  
their sustainability. Madeline points to some specific 
examples of portfolio companies understanding the 
need to address ESG factors, primarily focusing on 
environmental concerns, if they hope to survive  
and prosper in the very long term.  
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CASE ST UDY

During Q3 we engaged with Heineken’s recently 
appointed CEO, Dolf van den Brink regarding 
his ambitions for the company, including his 
ESG and brand protection initiatives. Mr van 
den Brink has been with Heineken for 22 years 
and understands the importance of a long-term 
focus that ultimately protects a family business 
for the next generation, as well as its broader 
base of shareholders.      

Much of Heineken’s recent growth success 
can be attributed to the phenomenal sales of 
Heineken 0.0 (their non-alcoholic lager beer) 
which is now available in over 60 countries, 
making it the fastest scaling of a brand in the 
history of the company. The brand continues  
to see double digit growth overall, and growth 
in every region in which it operates. Mr van 
den Brink and Heineken management recognise 
the potential rewards from anticipating 
consumer demands, which in today’s world are 
increasingly focussed on living a healthier and 
more socially conscious lifestyle.  

Our investment team asked about Heineken’s 
ESG endeavours more generally and whether 
the driving force behind these initiatives was 
cost efficiency, or to protect and improve brand 
health. Mr Van den Brink explained that their 
initial ESG efforts, some ten years ago, were 
mostly motivated by the risk of reputational 
damage and he admitted that these efforts 
were secondary to their mainstream corporate 

agenda. This is no longer the case. Heineken 
now has a new generation of Managing 
Directors that are very personally engaged in 
these issues. Mr van den Brink counts himself 
as one such example. He learnt first-hand about 
water scarcity during his stint in Mexico (2015). 

Environmental considerations had been central 
to the construction of their new brewery 
Meoqui in Northern Mexico, demonstrating the 
benefits of a dramatic reduction of the usage of 
water and a strategically located bottling factory 
that captured the brewery’s energy, resulting in a 
35% reduction in the usage of external energy. 

In many cases, including this one, positive 
environmental practices and good business 
sense are not mutually exclusive and they are 
certainly no longer a box ticking exercise or 
‘nice to have’. Similarly, Mr van den Brink 
remarked on the cost benefits of renewable 
energy. Indeed, it should be noted that some of 
Heineken’s most successful operating companies 
are those which have driven sustainability 
agendas – for example, in Vietnam they won  
the award for being the most sustainable 
company in the country – which, fortuitously,  
is also good for brand protection.
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VIII
SIGNATORIES MONITOR AND HOLD TO ACCOU NT 
MANAGERS AND/OR SERV ICE PROV IDERS 

Lindsell Train does not outsource any of its regulated 
core functions. The only outsourced administrative 
function is IT. 

In early 2020 we appointed Glass Lewis to aid 
the administration of proxy voting and to provide 
additional support in this area. A number of 
individuals across a number of teams were involved 
in this appointment, as detailed in our response to 
Principle 5 above. It is important to stress however 
that the portfolio managers maintain decision 
making responsibility, which is based on their 
detailed knowledge of the companies in which  
we invest. This means that we do not need to 
monitor Glass Lewis in the way that most of our 
peers monitor their proxy voting service provider,  
who are executing votes in accordance with an 
agreed policy on their behalf.    

Prior to appointing any external service provider a 
detailed due diligence review is conducted. The level 
of work involved will depend on the nature, type 
and importance of services required. Services that 
are considered more critical are subject to enhanced 
review which covers cyber security, conflicts, 
creditworthiness, service benchmarks and risks  
of potential disruptions from any service failures.
At a minimum, a documented terms of business is 
required for all vendor appointments which must  
be approved by a director.
 

Considerations are given to the following key risk 
areas in the oversight review process and these will 
vary depending on the type of service selected: 

• Operational – service quality, information 
security, technical competence and ramifications 
of any service disruptions

• Strategic – ownership structure, position in the 
industry, niche, size of firm and geographical 
coverage, business history, business commitment  

• Financial – financial statements, credit ratings, 
pricing of the service, price changes

• Legal – terms of business, SLAs, confidentiality, 
privacy, termination terms, breach of service,  
data ownership, cloud storage, conflicts of interests

• Regulatory – data protection

Additional checks such as obtaining customer 
references are also considered in the review process. 
Once appointed, ongoing reviews are conducted 
annually including service review meetings.  
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IX
SIGNATORIES ENGAGE W ITH ISSUERS TO  
MAINTAIN OR ENHANCE THE VALUE OF ASSETS 

Engaging with and monitoring investee companies 
is an essential element of our investment strategy.  
The investment team’s ongoing monitoring includes 
reviewing annual reports and accounts, together with 
other publicly available information, and meeting 
with company management, when appropriate, 
on an ongoing basis. The team evaluate the 
effectiveness of a company’s management and poor 
business practices would be reflected in our overall 
assessment of the company. Given the concentrated 
nature of our portfolios (20-30 stocks) and the 
fact that all positions are sizeable and meaningful, 
all engagement activities are considered a priority.     
The investment team see it as a critical part of their 
company research to dedicate appropriate attention 
to any engagement activity and during 2020 we 
have addressed with management all ESG concerns 
that we believe are most relevant to our individual 
holdings. We have therefore not had to prioritise 
by engagement topic; however as our ESG journey 
develops there may be a need to prioritise our 
engagement on themes that are more material  
across our holdings.  

Our long-term approach generally leads us to be 
supportive of company management; however, where 
required and if in the best interests of our clients, 
we will try to influence management on specific 
matters or policies. Our intention is to have open 
and constructive dialogue with management and 
board members, in order to broaden our knowledge 
of the company’s strategy and operations and to 
ensure any concerns we might have are assuaged.  
Given we often build up large, long-term, stakes 
in the businesses in which we invest we find that 
management are open to (and very often encourage) 
engaging with Lindsell Train. Constructive dialogue 
has more often than not resulted in satisfactory 
outcomes, thus limiting the need for escalation.  

However, where this is not the case, we will consider 
escalating our engagement and stewardship activities, 
as detailed in our response to Principle 11 below.     

During 2020 the investment team conducted 229 
company meetings, including one-on-one meetings, 
group presentations and conference calls.

DEFINING ENGAGEMENT 

Meeting with company management is not a  
pre-requisite for making an investment decision,  
as we believe the quality of the business is 
more important than the quality of the present 
management, which anyway is likely to change 
within our investment timeframe. Nevertheless we 
typically meet with company management on average 
once a year, as we believe that our interactions with 
management have a positive cumulative effect. 

Argentina 1

Australia 1

China 1

Denmark 2

France 4

Germany 1

Italy 4

India 1

Japan 31

Mexico 1

Sweden 4

Spain 1

Switzerland 2

UK 70

USA* 105

*Higher than average on reflection of the launch of our North American strategy in April 2020. 
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Through successive meetings with management we 
can build a better understanding of their strategy and 
also a relationship of trust. This means that when we 
have concerns about a company’s strategy, we can 
engage productively with management – and it is 
these exchanges that we categorise as ‘engagements’. 
Occasionally, in addition to our proactive engagement 
activity, management might seek our opinion on a 
specific matter and thus our engagement activity may 
also be reactive.  

 

Whilst our engagement approach is consistent across 
all our strategies there are some anomalies worth 
mentioning. In Japan, transparency is generally lower 
and we find meeting with companies more valuable.  
Our more regular engagement with Japanese 
companies also reflects on our efforts to improve 
corporate governance in Japan more generally.  
In comparison, reporting transparency in the US  
is much higher; however Lindsell Train pays careful 
consideration to the compensation policies of the 
companies in which we invest and we have typically 
found that US companies have remuneration policies 
that are less aligned with shareholders’ interests and 
our principles - thus leading to the periodic need  
for engagement.

PRIORITISING ENGAGEMENT 

Given the concentrated nature of our portfolios  
and long term nature of our investment process,  
we are able to give sufficient priority to all 
engagement activity. Indeed, during the course of 
2020 we have engaged with the management of  
15 of the 55 companies we hold across our Global, 
Japanese and UK portfolios on matters specifically 
relating to ESG. The investment team document all 
their meetings with company management and we 
then summarise key engagement activity in our formal 
quarterly reporting to clients. 

This includes the nature of the engagement, who 
was involved and where appropriate any follow-up 
steps that have been taken. In some instances, the 
matter on which we are engaging is swiftly resolved, 
and thus reflected in the same report. In other cases, 
the outcome of our engagement may take longer so 
will be described in a later report. In general, our 
assessment of the success of our engagement activity 
is typically a qualitative judgement made by the 
investment team and in response to any actions taken 
by management to respond to the matter raised as a 
concern. In some cases, the result may be more clear 
cut, for example where a favourable proxy resolution 
concludes a specific issue or area of concern,  
or where a company changes a policy in response to 
our engagement. It is always the case that we monitor  
our engagement activity to the point that there is a 
clear resolution. As we have explained earlier in  
this report, whilst we have made substantial progress 
we know that we can improve further, in particular 
by setting more defined and assessable objectives for 
our engagement activity and explicitly measuring 
its success or failure. It is our intention to build 
a framework that captures this information in a 
uniform and quantifiable manner. 

2020 ENGAGEMEN T ACTI V ITY
We had 25 engagements across 15 of our 55 holdings*

Japan

Environmental

Europe ex UK

Governance

Multiple

UK

USA

8

4

18

1

2

3

3

1

*Across our Global, UK and Japanese strategies. Investee company engagement 
activity for period 1 January 2020 – 31 December 2020. Source: Lindsell Train

Engagements: these are interactions with 
company managements which have intent 
and are usually incident based, risk based  
or are specific to a particular area of interest.    

Social
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CASE ST UDY

We are long term owners of the global luxury 
fashion brand Burberry, having initiated a 
position in the company in 2008. Over the years 
we have engaged with management on various 
matters. Most recently, in both Q1 and Q2,  
we engaged with management regarding capital 
allocation. Meanwhile, in Q3, we spoke with 
Burberry chairman Gerry Murphy regarding the 
implications of Covid-19 on business strategy, 
supply chain controls and Board composition. 
 
Burberry has made use of government sponsored 
debt offered in the wake of Covid-19 and our 
investment team were eager to understand 
whether all commercial market options had 
been explored. Burberry confirmed that they 
had considered commercial options, however 
the covenants and timeframes attached were less 
appealing. What’s more, with 60% of the store 
network closed from March 2020, Burberry 
will use the debt to support the business, as 
was intended. Furthermore, the intention is to 
repay all of the debt at the earliest opportunity.  
Burberry also confirmed that they did not access 
the government furlough scheme for their UK 
staff, which comprises a third of their workforce.  
Whilst this appeared a satisfactory response, we 
made it clear that we would prefer commercial 
companies not to risk their reputation by 
accessing taxpayer funded liquidity rather  
than commercial funding.
 
In terms of shoring up their balance sheet, 
Burberry have announced their intention not to 
pay their final dividend (£120m). We reiterated 
our support of such a decision; however, all eyes 
are now on management and so it is imperative 
that they use the retained capital wisely and 
ensure that value creation is tangible. We also 
took this opportunity to remind Burberry of the 
fact that we value their financial conservatism 

and would be disappointed if we saw any signs 
of intentional balance sheet deterioration or 
increase in financial leverage, given the degree 
of industry (fashion) risk associated with  
their business. 
 
In terms of supply chain controls and against 
the backdrop of poor labour practices coming 
to light in Boohoo’s UK supply chain, we asked 
about Burberry’s own policies and controls.  
The Chairman explained that Burberry has 
a robust supplier vetting programme and a 
tightly controlled supply chain to protect brand 
health. For Burberry, the key risk is rogue 
subcontractors as it’s harder to watch what they 
do, even if the primary contractor is squeaky 
clean. As such, Burberry are alert to the risks of 
complacency and have the necessary framework 
in place to protect the business from reputation 
damage. The Chairman drew our attention to 
Burberry’s evolving ‘statement of purpose’,  
which aims to build on their assessment and 
response to such risks. We will review and 
monitor this going forward, however we 
concluded that there are no immediate areas  
of concern or action points for Lindsell Train.
 
Finally, with regards to Board composition, the 
Chairman noted two recent NED appointments 
that he believes have improved the quality, 
diversity and effectiveness of the Board.  
Mr Fischer’s experience and first-hand 
knowledge of leading iconic heritage premium 
brands will be an asset to Burberry’s Asian 
growth story. Equally, Ms Lee is exceptionally 
qualified as an NED of leading global technology 
and service companies and also a former CEO 
of the world’s leading African-American media 
network.  Following these changes, Burberry 
is broadly comfortable with the balance of 
diversity on their Board, as are we. 
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X
SIGNATORIES , W HERE NECESSARY, PARTICIPATE IN 
COLLABOR ATI VE ENGAGEMENT TO INFLUENCE ISSUERS 

We recognise that there may on occasion be  
some benefits to our clients of acting collectively;  
however our preference is to engage with 
management privately, as this enables us to  
build a more effective relationship with boards  
and management. It also allows us to express  
our own nuance on the issue of consideration,  
which is seldom the same as other investors given 
our intention to hold our investments for the  
very long term.  

Sharing views may sometimes be helpful, if only 
to understand the approach that other large 
shareholders are taking. As such, we will consider 
bilateral conversations with other likeminded 
investors to confirm alignment of shareholder 
interest, or better understand why and where this 
isn’t the case. We are aware that organisations such 
as PRI are able to facilitate such conversations 
on an anonymous basis and we would therefore 
consider such an approach in the future as and when 
appropriate. Indeed, in 2020 we collaborated with 
one of our largest UK clients, who manage their 
own voting rather than delegating to Lindsell Train, 
regarding the remuneration package being offered to 
an incoming CEO. In this instance we had opposing 
views to our client and thus it was helpful to share 
our thoughts. Nonetheless, Lindsell Train continued 
with their decision to vote for the remuneration 
package, which was ultimately approved. 

Similarly, we have engaged on a few occasions 
with an active investor who has built up a position 
in one of the companies held in our portfolios. 
This engagement was more strategic in nature 
and hence the engagement is ongoing. Outside of 
specific company engagement, we attend relevant 
conferences and also engage with policymakers 
where appropriate. 

For example, we were pleased to engage  
with the FRC and other investors as part  
of the 2019 Stewardship Code consultation.  
We will be considering whether membership  
of collaborative initiatives (other than PRI), 
will be helpful to carrying out our stewardship 
responsibilities more effectively.   
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Lindsell Train is a long-term holder of 
consumer goods company, Unilever, having 
initiated a position in the company in 2001.  
In 2018 we engaged extensively with 
management and other institutions regarding  
a proposed modification to Unilever’s corporate 
structure. The proposed plans were abandoned 
at the time. During Q2 2020 Unilever 
announced an about-face on the 2018 plan  
to move its headquarters to Rotterdam,  
naming London as its proposed new home. 
We were pleased to once again engage with 
management on this matter and in this instance 
support its proposed plans.   

Unilever’s management has always alleged 
that a move to one legal entity would give the 
company greater corporate flexibility and also 
strengthen its corporate governance, through 
reducing the complexity of the business and 
increasing transparency. We have always been 
supportive of the simplification of what is a 
rather unwieldy structure, however in 2018  
this came at the cost of Unilever losing its  
FTSE 100 status.   

This was of notable concern for some of our 
UK clients invested in our UK Equity strategy, 
who insist on strict adherence to benchmark 
holdings and might have become forced sellers 
at a time and price not of our choosing - a big 
holding in a UK company was about to become 
a big holding in a non-benchmark, non-UK 
company. As a result of positive shareholder 
engagement, Unilever management abandoned 
its controversial plans three weeks before the 
planned shareholder vote.  

This was a blow to management, who upheld 
their view that overhauling the complicated 
dual-headed structure was in the firm’s best 
interest. They continued to engage with 
investors to that effect and in Q2 2020 
announced a new plan that potentially unifies 
the company’s share structure, this time without 
disadvantaging existing investors, whether from 
UK, Holland or other international locations.  
 
We support the concept of a single parent 
company that makes share-based acquisitions 
and demergers easier to undertake and also 
allows greater flexibility at a time when 
we are looking to management to use their 
balance sheet to capitalise on post-pandemic 
opportunities. The investment team were 
grateful to be able to communicate to 
management their support. It will bring to 
an end an engagement that has dated back 
to 2018 and has demonstrated the power of 
shareholders to protect their rights.  

CASE ST UDY
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XI
SIGNATORIES , W HERE NECESSARY, ESCALATE  
STEWARDSHIP ACTI V ITIES TO INFLUENCE ISSUERS 

In general, when an escalation of engagement is 
appropriate then a senior member of our Investment 
Team will contact company management to seek 
further information and make clear our concerns 
and expectations. In most circumstances we arrange 
a meeting with relevant members of the company’s 
board, which may extend to the chairperson or 
a senior non-executive director. The feedback 
from these meetings is then discussed amongst 
the Investment Team who will decide whether the 
responses received require further escalation.  
All such decisions are made on a case by case  
basis, although importantly our general approach is 
uniform across our strategies and therefore across 
sectors and regions. Usually we will consider writing 
formally to management, making a public statement 
(generally through our reports to investors) or under 
certain circumstances we might initiate collaborative 
engagement with other shareholders. Our preference 
however is for private and confidential conversations, 
as this enables us to build a more effective 
relationship with boards and management and we 
think is as likely to lead to a positive conclusion.  

If we do not believe that raising our concerns  
in these ways is having the desired effect we will,  
where appropriate and if possible, use our voting 
rights. As our holdings in individual companies tend 
to be large, our votes often carry significant weight  
in the outcome of a vote. Where we are voting 
against management, we will communicate with  
them ahead of a vote to confirm the reasons why.

Finally, if concerns are raised with an investee 
company about fundamental changes to the business 
model on which we do not receive sufficient comfort 
– in particular, if the sustainability of its returns over 
the long term were under threat or if a sustainability 
risk associated with the company has increased 

beyond our comfort level - then in an extreme case 
Lindsell Train would think seriously about disposing 
of the position, should we believe that action to be in 
the best interest of our clients.

You will have read previously that 2020 was a 
particularly active year for us in terms of our 
engagement activity. When it comes to prioritising, 
we are fortunate that we are not required to give 
precedence to any company interaction at the 
expense of another. The concentration and nature 
of our portfolios results in only a relatively small 
number of incidents so we can ensure that sufficient 
attention is given to all matters simultaneously, 
as required. The majority of our engagement and 
escalation work seeks to procure a pre-determined 
objective which we are confident is in our clients’  
best interests; however in some cases the best 
outcome for our clients is not immediately clear.  
In these instances, we will work with management  
to ensure a favourable outcome.       

As part of our ESG engagement escalation process, 
during 2020 we have written to the management 
of Taisho Pharmaceutical regarding their capital 
allocation policy, Intuit regarding their remuneration 
policy and the management of Kirin regarding 
Human Rights.  In all three cases we felt it necessary 
and important to put our views in print. 

Furthermore, in a handful of instances we have felt 
the need to use our voting rights to ensure our voice 
is heard. Indeed, in four instances Lindsell Train,  
on behalf of our clients, has abstained on votes 
relating to remuneration and in 11 instances we have 
voted against management, on resolutions relating to 
remuneration, director fees, share repurchase schemes 
and the election of Directors. Further details of our 
voting activity are provided under Principle 12 below.  
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Lindsell Train became aware of the fact that 
one of our Japanese portfolio companies  
(Kirin Holdings) is potentially implicated 
in human rights atrocities associated with 
Myanmar’s progress towards democratisation, 
which has been marred by continued military 
control of the economy and, worse, human 
rights abuses committed by the military 
particularly against the Rohingya people. 
During the second half of 2020 we have 
engaged extensively with the management 
of Kirin and their advisory board.  We have 
recently escalated our engagement activity 
and will continue to do so until a satisfactory 
solution is presented.   

In 2015 Kirin Holdings acquired 51% stakes 
in Myanmar Brewery Limited (MBL) and 
soon after they acquired a majority stake 
in Mandalay Brewery Limited (MDL) that 
together supply more than 90% of Myanmar’s 
beer. We discovered subsequently that this 
acquisition linked Kirin to state owned 
company Myanmar Economic Holdings Public 
Company Limited (MEHPCL), which owns 
the remaining 49% stakes. MEHPCL has been 
accused by Amnesty International and the 
UN of using the proceeds of this joint venture 
to finance a military that has been associated 
with human rights abuses, particularly against 
the Rohingya people. Kirin’s joint venture 
agreement with MEHPCL specifically prevents 
cashflows from the breweries to be used for  
any military purpose but MEHPCL is a 
sprawling conglomerate and it is not clear  
how its cashflows from the joint venture can  
be credibly isolated from its other operations.

Our initial conversations with company 
management confirmed that Kirin has engaged 
with Amnesty International and has also 

appointed Deloitte to verify these assertions, 
with Deloitte expecting to report back in the 
New Year. Whilst we appreciate that Kirin 
should wait for the Deloitte report, we also 
believe that once it is published it is essential 
that they act swiftly. As such, we have continued 
to engage with Kirin in order to encourage them 
to adopt a faster course of action.  

We have spoken to senior management and 
have now heightened our engagement to help 
ensure that the company’s actions fit their 
intent. We have written to the Chair of Kirin’s 
International Advisory Board (IAB), which 
is responsible for providing the Board with 
strategic advice pertaining to the Group’s 
global growth strategies, risk management and 
corporate governance. We sought clarification 
as to the advice given by the IAB and have also 
urged the IAB and management to consider the 
various eventualities of the Deloitte report in 
order that they can ready themselves and be in a 
position to move fast following the publication 
of Deloitte’s findings.   

We have been encouraged that Kirin seems to 
take their responsibilities in Myanmar seriously 
and appear committed to taking necessary 
action to ensure that their business activities 
adhere to the highest standards of corporate 
and social responsibility. For example, Kirin 
management wrote to us in November 2020 
to inform us that that all dividend payments 
from Myanmar Brewery Limited (MBL) and 
Mandalay Brewery Limited (MDL) to Kirin  
and MEHPCL have been suspended in view 
of a significant lack of visibility regarding the 
future business environment for their Myanmar 
joint-ventures. They also reiterated their hopes 
that the Deloitte review would be concluded by 
the end of the year.  

CASE ST UDY
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Clearly, we are uncomfortable investing in a company that has any 
association with a regime committing human rights abuses. This 
is both from a moral perspective and an investment perspective, 
given the potential damage to the company’s reputation and the 
knock-on effect on the market’s and consumers’ perception of 
the company’s brands. Following our initial engagement with 
Kirin IR we believe the company takes these accusations seriously 
and wants to pursue the right course of action to protect its 
reputation. As an indication of the gravity of the situation Kirin 
has announced that it is exploring structural options, which it said 
to us could involve withdrawing from the investment entirely or 
arguably taking more control. The company has to balance both 
the social and financial impact of any decision on the multiple 
stakeholders involved. Given the potential negative impact on its 
brands and reputation in much bigger markets than just Myanmar, 
it may be that any decision is more closely aligned than it seems at 
first glance.” 
                 
   

 Michael Lindsell, Japanese Equity Fund monthly report, September 2020  
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XII
SIGNATORIES ACTI VELY EXERCISE  
THEIR RIGHTS AND RESPONSIBILIT IES 

The primary voting policy of Lindsell Train is 
to protect or enhance the economic value of its 
investments on behalf of its clients. Lindsell Train’s 
Portfolio Managers are responsible for proxy 
voting decisions and it is our policy to exercise all 
voting rights which have been delegated to us by 
our clients. Proxy voting decisions are the result of 
careful judgement in order to ensure the best possible 
outcome to generate long-term shareholder value. 

The manager will vote against any agenda that 
threatens this position, in particular concerns over 
inappropriate management incentives, changes 
in capital structure and mergers or acquisitions 
which are seen as detrimental to the investment 
held. Where we plan to abstain or to vote against 
a company backed resolution, our intentions will 
be communicated to the company management in 

advance of voting. Our approach to proxy voting 
is uniform across all funds/strategies and therefore 
also across sectors and geographies. Lindsell Train 
has appointed Glass Lewis to aid the administration 
of proxy voting and provide additional support in 
this area. For example, Lindsell Train can leverage 
Glass Lewis research (produced in partnership 
with Sustainalytics) and also their voting guidance. 
However, the portfolio managers maintain decision 
making responsibility based on their detailed 
knowledge of the investee companies.

We believe retaining ownership over the exercise of 
our votes forms an important part of our investment 
process and proactive company engagement strategy.
From an administrative perspective, the Glass Lewis 
Viewpoint platform has streamlined and digitalised 
the overall voting and approval process.   

PROXY VOTING
Votes by region:

27%

13%

42%

18%

USA

Europe ex UK

UK

Japan
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1.1% 1.1% 3%

97.7% 99.7% 97%

GLOBA L EQU I T Y
ST R AT EGY

U K EQU I T Y
ST R AT EGY

JA PA N EQU I T Y
ST R AT EGY

Size of strategy (£m) £12,898m £9,179m £1,052m

Number of meetings 28 23 22

Number of resolutions 351 414 232

% of votes cast 100% 94% 100%

0.3%6%

For Abstain Against Not voted

There were two instances where LTUK failed to vote. In one case the custodian failed to deliver the vote on time and in the second instance the vote 
was missed due to an administrative error. We have since reviewed and updated our procedures to ensure that all future votes are actioned.

In 4 instances Lindsell Train, on behalf of our clients, has abstained on votes relating to remuneration and in 
11 instances we have voted against management, on resolutions relating to remuneration, director fees, share 

repurchase schemes and the election of Directors.

The Viewpoint platform enables Lindsell Train to 
monitor what shares and voting rights we have and 
also provides the necessary alerts ahead of voting 
deadlines. The investment team will access the 
platform to review all votes, taking into consideration 
any ongoing or past engagement activity. On the  
rare occasion that a vote is missed, late or rejected,  
we have policies and procedures in place to ensure 
each incident is investigated and the appropriate 
remedial action is taken. Lindsell Train has a house 
view on all votes to the extent that our voting 
decisions are not informed by a third-party provider. 

Whilst we would be willing to consider a client’s input 
and direction on voting, in practice this has not arisen. 
A small number of segregated clients have chosen 
to conduct their own proxy voting and, in some 
instances, we will collaborate by sharing our voting 
intentions with these clients ahead of time. We do  
not participate in any stock lending arrangements. 

Lindsell Train’s voting records are available on 
our website here. You will note that votes against 
management are typically low. As we have explained, 
the main reason for this is that our long-term 
approach to investment generally leads us to be 
supportive of company management. Furthermore, 
prior to reaching the point of voting against company 
management, we will try to influence management 
through our engagement activities. Where our 
engagement is not successful, we are prepared to 
hold management to account, where necessary and 
appropriate. Our vote against and/or threat of sale 
would not be taken lightly by management, as we  
are often large strategic shareholders. 
 
During 2020, in the majority of cases where we have 
voted against management it has been on matters 
relating to remuneration. Disappointingly we were in 
the minority in all instances and thus the resolutions 
were passed. We will continue to engage with these 
companies to try to secure a better outcome.  

VOTES BY STR ATEGY
31 December 2020
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Lindsell Train Limited pays careful consideration 
to the compensation policies of the companies 
in which we invest. In assessing their 
compensation policies we focus more on how 
incentives are structured rather than the actual 
quantum of compensation. In other words 
we can be comfortable with large rewards 
provided that the incentives are aligned with 
shareholders’ interests and our principles.

Where we do not believe that a company’s 
compensation policy is aligned with the  
long-term best interests of the shareholders  
we will write to management to inform them 
of our intention to abstain or vote against such 
policies. At a minimum, we expect companies 
to demonstrate alignment with the following 
principles: 

• LT believes that long-term executive 
compensation should be linked to 
measurable performance goals that are 
under the direct influence of the individual 
concerned and should be paid in cash.  
In this way executive incentives are  
aligned to the contribution they make  
to the business. 

• We also believe that real alignment is best 
achieved when executives buy shares with 
cash in the same way as we do as investors.  
Long-term compensation in the form of 
equity linked awards has the disadvantage 
that the share price of the company at 
any point in time may be influenced by 
exogenous factors that are not under the 
direct control of the executive.

• We prefer performance to be assessed  
over a longer time period than three years. 
Rarely do strategic decisions undertaken  
by an executive board reveal their full 
worth over just three years.  

• LT also believes that independent  
non-employee directors should be 
compensated in cash.

CASE ST UDY – REMU NER ATION
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Appendix 1

MICHAEL LINDSELL, DIRECTOR 
Co-founder and Portfolio Manager - Japanese & Global Equities

NICK TRAIN, DIRECTOR
Co-founder and Portfolio Manager - UK & Global Equities 

JAMES BULLOCK
Portfolio Manager - Global & North American Equities 

Michael co-founded Lindsell Train Limited in 2000. He is the portfolio manager for 
Japanese equity portfolios and jointly manages Global portfolios. Michael has over 30 
years’ experience in investment management. Before founding Lindsell Train he spent 
seven years at GT Management, first as CIO in their Tokyo office, then in London with 
responsibility for all GT’s global and international funds. Following the acquisition of GT 
by Invesco in 1998 he was appointed head of the combined global product team. 

His previous experience included working at Mercury Asset Management where he was 
director and head of Japanese fund management in London, at Scimitar Asset Management 
in Hong Kong where he ran Pacific and Japanese mandates and at Lazard Brothers as an 
investment manager. Michael has a BSc honours degree in Zoology from Bristol University. 

Nick co-founded Lindsell Train Limited in 2000. He is the portfolio manager for UK equity 
portfolios and jointly manages Global portfolios. Nick has over 30 years’ experience in 
investment management. 

Before founding Lindsell Train he was head of Global Equities at M&G Investment 
Management, having joined there in 1998 as a director. Previously he spent 17 years  
(1981 – 1998) at GT Management which he left soon after its acquisition by Invesco.  
At his resignation he was a director of GT Management (London), Investment Director of 
GT Unit Managers and Chief Investment Officer for Pan-Europe. Nick has a BA honours 
degree in Modern History from Queen’s College, Oxford.   

James Bullock joined Lindsell Train in October 2010 and is joint Portfolio Manager for 
Lindsell Train’s Global Equity portfolios as well as the Portfolio Manager for the North 
American Equity Fund. 

He has a Masters degree in Physics from the University of Oxford and a doctorate in 
Biomechanics from the University of Cambridge. He passed the Investment Management 
Certificate in 2012 and was promoted to Portfolio Manager in April 2015. 

LINDSELL TR AIN BIOGR APHIES

MADELINE WRIGHT
Deputy Portfolio Manager

Madeline joined Lindsell Train in November 2012 as an Analyst and Portfolio Managers’ 
Assistant. Madeline was promoted to Deputy Portfolio Manager in March 2019. She has a 
BA in English Language and Literature from the University of Oxford and previously spent  
a semester as a visiting student at Yale University.  
 
After leaving Oxford, she studied in Japan for a year where she learnt to speak the language 
to a high standard. She passed the Investment Management Certificate in 2014.  
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ALEXANDER WINDSOR-CLIVE
Analyst & Portfolio Managers’ Assistant

BEN VAN LEEUWEN
Analyst & Portfolio Managers’ Assistant

Alexander joined Lindsell Train in January 2016 as an Analyst & Portfolio Manager’s Assistant. 
He has a first class honours degree in History from the University of Bristol. He passed the 
Investment Management Certificate in 2016. Alexander was promoted to Deputy Portfolio 
Manager in January 2021.

Ben joined Lindsell Train in February 2019 as an Analyst & Portfolio Managers’ Assistant.  
He has a First Class Degree in English Language and Literature from the University of Oxford.   

KEITH WILSON, DIRECTOR 
Head of Marketing & Client Services 

JANE ORR, DIRECTOR
Marketing 

Keith joined Lindsell Train in January 2010 as European Sales & Client Services manager and was 
appointed Director in 2019. Keith has over 20 years of investment experience, starting with M&G 
Group during the 1980’s, he progressed on to undertake senior sales roles at both Baring Asset 
Management and Fortis Investments where he was responsible for managing the UK sales teams,  
and sat on a number of marketing and product development committees.  

Keith has a Zoology degree from the University of London and passed the Investment Management 
Certificate in 1995. 

Jane joined Lindsell Train in April 2007 as Marketing Manager and was appointed Director in 
2010. Jane has over 25 years’ experience in the investment management field and has held a number 
of senior marketing positions with institutional investment management firms, including Genesis 
Investment Management, GMO and PDFM (now UBS Global Asset Management). 

Jane has a Mathematics degree from Oxford University and is qualified as an Associate Member 
of The Society of Investment Analysts (now CFA). She is a Non-Executive Director of Mondrian 
Investment Partners.

JESSICA CAMERON 
Institutional Marketing & Client Services

Jessica joined Lindsell Train in September 2018 within the Marketing & Client Services team. Jessica 
has over 10 years’ experience in the investment management field. Prior to joining Lindsell Train in 
2018, Jessica worked for 7 years at Longview Partners within the Institutional Clients team. Jessica 
was also a Board Director for Longview’s Luxembourg funds. Jessica started her career in 2007 at 
BlackRock, where she worked as a Product Specialist on the London based Global Equity team and 
before that as a member of the Global Consultant Relations team.   
 
Jessica has a degree in Modern History from the University of St Andrews. She is an Investment 
Committee member of the University of St Andrews Investment & Treasury Assurance Group 
(ITAG), which is responsible for the University’s endowment funds.   
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BETSY PALMER
North American Marketing & Client Services 

MICHAEL LIM, DIRECTOR
Chief Operating Officer & Chief Compliance Officer

Betsy joined Lindsell Train in April 2013 as the North American Marketing & Client Services 
representative, based in Boston. Betsy has over 30 years’ experience of working in financial 
markets, most recently (2002-2012) at MFS, where she led a team of institutional product 
and marketing professionals, and previously at GMO, PanAgora, Colonial and Drexel 
Burnham Lambert.  
 
Betsy has a BA in Political Science from Mount Holyoke College, Massachusetts and an  
MBA from Columbia Business School in New York. She serves as a Trustee for Mount 
Holyoke College, where she chairs the Investment Committee. She is also a Trustee for the  
John A. Hartford Foundation.   

Michael joined Lindsell Train as Chief Operating Officer on the firm’s establishment in 2000. 
He was appointed Director in 2010. Michael has over 22 years’ management experience 
in finance, securities operations and compliance. From 1987, he worked for Sun Hung Kai 
(London), an international broking firm, where he was a director and Head of Finance 
Operations and Compliance. 

In 1998 he moved to Tai Fook Securities London, an affiliate of the New World Group 
in Hong Kong, as Chief Financial Officer. He obtained a BSc Economics degree from the 
University of London and is a qualified Chartered Accountant.
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Appendix 2
ESG INTEGR ATION: REFLECTIONS ON SUSTAINABILITY  

Since the inception of the firm, one of the things 
ingrained in Lindsell Train’s philosophy is to 
seek truly sustainable brands - those which have 
survived the challenges of the past and have the 
potential to continue to grow, adapt and appeal to 
consumers worldwide. And against this backdrop, 
one of the things we think about the most is the 
disruptive potential of technology and the impact of 
increasingly rapid global digitisation on the brands 
and products we invest in. As investors who are 
continually seeking to reassure ourselves that our 
portfolio companies’ brands are truly top tier and 
irreplaceable, we are alert to the fact that a key effect 
of digitisation is that the consumer’s relationship 
with brands has changed, and consumer demand for 
‘sustainability’ is growing faster than ever. In the past 
the flow of information was largely controlled by 
the brand owner and communicated via mass media 
advertising, with more detail only accessible by those 
who knew the company well or who took the time 
to conduct exhaustive research. But today, a wealth 
of information on every brand is now just a swipe, 
tap or click away. As the consumer becomes ever 
more educated and interested in the provenance and 
global impact of the brands and products they choose 
to consume, we consider a company’s approach to 
addressing these concerns and demands directly 
relevant to the survival and success of the brand – in 
short, sustainability in the fullest sense of the word. 

In this piece my aim is to provide a snapshot of how 
we think about issues of sustainability, where we 
consider it an integral part of the investment case, 
and outline how we have actively engaged with 
four of our portfolio companies on these questions: 
fashion houses Prada and Burberry; luxury cosmetics 
manufacturer Shiseido; and Unilever, owner of 
consumer brands across the food, home and personal 
care categories. 

As our newest investment, perhaps Prada is a good 
place to start. We began buying the shares in 2019 
but this was preceded by a multi-year period of 
research, as is usually the case at Lindsell Train.  
This work focussed on the digital shifts happening 
within the sector, with the overall objective of helping 
us to identify opportunities emerging as a result of 
these changes. A fashion house’s future depends upon 
reaching a new generation of consumers, innovating 
to create trends and stay ahead of the curve whilst 
always offering the highest quality products. The 
luxury industry’s shift to digital described earlier is a 
critical trend, prompted by a wide spread realisation 
that the young luxury shopper of today is more 
digitally connected than any of his or her forebears, 
and that these changes are permanent. Increased 
connectivity offers an opportunity for fashion  
houses - indeed, all brand owners - to communicate 
with their customers, but it also brings with it 
transparency on a newfound scale, plus much 
faster dissemination of information. This has led 
to an increasingly informed shopper and moreover 
a shopper who typically has a real interest in 
environmental and social factors, including such 
important issues as: slave labour in supply chains, 
animal cruelty, water use, climate change and  
plastic pollution.

Various surveys and news articles have very much 
underlined the need for fashion houses to take 
these trends seriously – for example, 2019’s BCG-
Altagamma survey of 12,000 luxury consumers 
reported that 60% of respondents would opt for 
the more sustainable brand of a particular item. 
And there are certainly signs that consumers are, 
in many cases, willing to pay up for sustainability 
credentials they believe to be important: a separate 
survey conducted by HSBC in February of last year 
indicated that 83% of respondents reported spending 
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more on a product promoted as sustainable in the 
past 12 months. It is therefore essential that Prada 
management respond with a well-informed strategy. 

With all this in mind we dedicated much of our 
research to such questions of sustainability. We were 
pleased to find Prada alert to consumer demands 
and implementing multiple initiatives: the first and 
perhaps the most important is the ‘Re-Nylon’ project, 
in which 30% of its iconic nylon handbag collection is 
now made from fully recycled plastic taken from the 
ocean. Over time, the entire collection will be made 
from recycled nylon – and there has already been a 
very positive consumer response to these products, 
with several models already sold out. Additionally, 
Prada has responded to calls for increased attention 
to animal cruelty: in May 2019 it pledged that it will 
stop using fur in its designs or products from spring/
summer 2020. We also pay attention to the fact that 
the company’s supply chain is predominantly based 
in Italy: of the 80% of production that is outsourced, 
80% is to partners located in Italy, most with 
relationships stretching back 30+ years. This means 
the supply chain is transparent and well established, 
allowing Prada to easily monitor product quality as 
well as labour conditions. 

We continue to monitor Prada in this context, and 
in exactly the same way we are alert to Burberry’s 
ESG initiatives. Burberry has been included in our 
UK Equity portfolios since 2008, and we believe that 
the company’s groundbreaking early adoption of 
digital has in many ways gone hand in hand with its 
sustainability initiatives. The phenomenal amount  
of consumer data generated by its social platform  
‘The Art of the Trench’ launched in 2009 (the first  
for a luxury fashion house) and other initiatives such 
as selling through Twitter’s ‘Buy Now’ program from 
2011 (again, a first for a luxury brand) has influenced 
its sensitivity to consumer demand for sustainability. 
Burberry’s ESG program, initiated in 2004,  
has responded and evolved accordingly, for example 
banning fur from its collections from 2018. Whilst on 
a management led tour of Burberry’s Regent Street 
flagship store last year, I saw first-hand the growing 
number of products made from recycled fabrics 
- Burberry has developed two in-house, firstly an 

‘e-canvas’ made from food industry waste products, 
and secondly a type of recycled nylon called ‘Econyl’  
- both in response to consumer demand.  

I noticed that ‘Econyl’ featured prominently on all 
such product labels - far from being an addendum, 
this truly is key to their branding. Of course, missteps 
can and do happen - in the same year Burberry was 
found to have incinerated almost £29m worth of 
unsold goods as part of its brand protection strategy 
(i.e. not allowing items to be sold at steep discounts). 
The resulting consumer backlash and potential 
damage to the brand was immediately recognised by 
Burberry and we were reassured by their pledge to 
end the practice.  

More recently, prompted by the discovery of 
sweatshops in the supply chains of certain fast fashion 
retailers, we asked Gerry Murphy, the chairman of 
Burberry, to reassure us about the company’s policies 
and control of its own supply chain. Although these 
issues are mainly confined to fast fashion, which 
relies on selling a large volume of product with thin 
margins, we were nevertheless encouraged to learn 
that Burberry has both a robust supplier vetting 
programme and a tightly controlled supply chain. 
Like us, Mr Murphy recognises that consumers are 
increasingly alert to the provenance of what they 
wear, especially if it’s a high value, branded piece that 
customers want to wear proudly.  

Our discussions with luxury Japanese cosmetics 
manufacturer Shiseido, held within both our Japan 
and Global funds, reveal the same themes as highly 
relevant. Management have realised the branding 
power of appealing to a more environmentally 
sensitive consumer, in both Western and Asian 
markets. One key problem facing the company 
however is balancing the growing global demand for 
cruelty-free products with China’s requirement for 
animal testing on all cosmetics. With 19% of revenues 
coming from China, Shiseido acknowledges that  
at present the situation is at something of an  
impasse, but nevertheless its brands sold elsewhere  
(Bare Minerals) are PETA certified cruelty free, and 
overall the company is working to develop alternative 
testing methods with the aim of eradicating animal 
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testing entirely. Shiseido management are also 
acutely aware of the calls for greater diversity 
within cosmetics and are responding with inclusive 
advertising (as an example of this, in 2019 Naomi 
Campbell was chosen as the face of the brand - her 
first cosmetics campaign in a career spanning more 
than 30 years) and by ensuring that their product 
range addresses the widest possible market. We also 
view positively the changes that have been made to 
the composition of Shiseido’s workforce since the 
appointment of the current CEO in 2014. At the 
Japanese HQ, the percentage of female managers 
has grown to 33% as of January this year, a very 
encouraging development for a beauty business. 

Shiseido is also actively increasing its use of recycled 
and reusable packaging, with the aim of reaching 
100% across all products. In 2008 50% of Shiseido’s 
Japanese skincare products were made with plastic, 
whereas now over 90% are paper based – and 
anyway this is hardly a new idea for the company, 
which first developed refillable product packaging 
back in 1926!  

Lastly, Unilever, a company that has impressively 
set out to halve the amount of virgin plastic used 
in packaging by 2025, in response to consumer 
pressure. Indeed a 2018 joint survey by waste 
management firm Veolia and not-for-profit RECOUP 
indicated that 93% of UK consumers believe that all 
plastic bottles should contain some recycled content 
and that consumers are willing to pay an average of 
2.5 pence more for recycled packaging. Unilever tells 
us that progress is slow, in no small part due to the 
dearth of recycling facilities, but ultimately the shift 
is underway and will continue. We are pleased to see 
that other companies in our portfolios are making 
similar efforts on this front: last year both Diageo 
and Heineken totally removed all plastic ring carriers 
and wrapping from beer multipacks, and Pepsico 
estimates that 89% of its worldwide packaging is 
already fully recyclable.  

Finally, Unilever’s strategic shift from food brands to 
personal care in response to an increasingly digitally 
disrupted landscape in which commoditization 
of brands is accelerating has brought with it an 
enhanced understanding of the consumer desire for 

brand sustainability and social awareness. Eight of 
the last 15 beauty or personal care brands bought 
by Unilever have some kind of ethical, social or 
environmental ‘brand purpose’, whether that is 
the cruelty-free and vegan luxury cosmetics brand 
Hourglass or eco-friendly laundry brands Seventh 
Generation and The Laundress. And across the 
wider brand portfolio, Unilever’s introduction of 
the concept of ‘Sustainable Living Brands’, i.e. those 
with an explicit purpose of effecting positive global 
change, seems to be bearing fruit. These 28 brands 
(including the seven largest by revenue - Dove,  
Knorr, Persil/Omo, Rexona, Lipton, Hellmann’s  
and Wall’s) delivered 75% of the company’s  
overall revenue growth, and collectively grew  
69% faster than the remainder of the brand 
portfolio. The combination of an irreplaceable 
brand plus the social and environmental awareness 
demanded by today’s consumer is proving to be a 
powerful combination. 

Truly durable brands - by definition - must 
change and adapt, always offering the consumer 
something new and challenging whilst maintaining 
an exemplary level of quality. Prada’s ‘Re-Nylon’ 
initiative is, to us, the latest development in a long 
tradition of creativity and innovation. Similarly, 
Burberry’s Econyl trench coat is a modern nod to 
Thomas Burberry’s invention of gabardine fabric 
and the original trench coat back in 1879. Shiseido’s 
recycled plastic packaging pays homage to its 
original 1926 refillable bottle. And Unilever’s recent 
acquisitions of eco-friendly laundry brands update its 
home care portfolio that began with William Lever’s 
Sunlight Soap - itself introduced in 1884 as the 
first cut and packaged laundry product that offered 
labour saving benefits to the women who bought it. 
We view today’s re-imagining of these collections and 
products with an environmental and social focus as 
an expression of each company’s keen sensitivity to 
consumer trends, married with creativity and rooted 
in heritage. Such initiatives serve to make a brand 
more durable and thus very valuable indeed.

Madeline Wright
Deputy Portfolio Manager, September 2020


