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ABOUT US

Dundas Global Investors (Dundas) is a partnership based in Edinburgh, Scotland. We manage 
investments for institutional and professional clients across the UK, USA, Australia, and New 
Zealand. Founded in 2010, we have a single strategy of investing in global equities for long-term 
dividend growth. The power of rising dividends and reinvestment provide excellent returns over 
the long term, by which we mean an investment horizon five years plus.

Our guiding principles of alignment and independence manifest in our partnership structure. By 
co-investing in the strategy, the team is aligned with the firm’s philosophy and the objectives of 
our clients. We work as a team, focused on one goal. Our philosophy remains unchanged since 
inception.

UK STEWARDSHIP CODE

Initially published in 2010 with the objective of encouraging stewardship best practice and 
accountability, the UK Stewardship Code (the Code) outlines a set of high standards for asset 
managers, asset owners and service providers.

The Code was the first of its kind, developed by the UK’s Financial Reporting Council (FRC) in 
response to the financial crisis of 2008, and has since been followed by a number of countries 
and investor associations globally.

Revisions in 2012 and 2020 strengthened the Code, with principles and expectations increasing 
to reflect market changes. A welcome advancement within Environmental, Social and Governance 
(ESG) reporting, the Code provides the opportunity for stewardship to be reported annually in line 
with the principles. It exists alongside the UK Corporate Governance Code 2018, first published 
by the Cadbury Committee in 1992, which concentrates on promoting good governance and 
transparency amongst UK corporates.

The FRC define stewardship as “the responsible allocation, management and oversight of capital 
to create long-term value for clients and beneficiaries leading to sustainable benefits for the 
economy, the environment and society”.

Source: The UK Stewardship Code 2020, Financial Reporting Council.
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SHAREHOLDER RIGHTS DIRECTIVE II

The European Union Shareholder Rights Directive II (SRD II) introduced in 2019, amends the 
original SRD which came into force in 2007. The SRD II establishes disclosure requirements 
which aim to improve long-term shareholder engagement and enhance transparency among 
asset managers and owners in the EU.

 

PURPOSE

This report has been produced in accordance with the expectations of the UK Stewardship Code 
2020 and the EU’s Shareholder Rights Directive II. Dundas accepts and applies the principles to 
all equity holdings, regardless of listing. Through this report we intend to enhance understanding 
and transparency around our ongoing  stewardship activities.

This report sits alongside the firm’s relevant policies, including our Sustainable Investment Policy, 
Proxy Voting and Engagement Policy, and policy on Conflicts of Interest, all of which are available 
on our website.

https://www.dundasglobal.com/_img/userfiles/files/Dundas%20Partners%20LLP%20Sustainable%20Investment%20Policy%202021.pdf
https://www.dundasglobal.com/_img/userfiles/files/Dundas%20Partners%20%20LLP%20Proxy%20Voting%20and%20Engagement%20Policy%202021.pdf
https://dundasglobal.com/_img/userfiles/files/Dundas%20Partners%20LLP%20Conflicts%20of%20Interest%20Policy%202021.pdf
https://www.dundasglobal.com/about-us/
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INTRODUCTION

Dundas invests in global equities for dividend and 
capital growth. The power of rising dividends and 
reinvestment has been shown to provide excellent 
long-term returns, well ahead of inflation. To deliver 
sustainable investment returns, we embed robust 
analysis of environmental, social and governance 
(ESG) factors into our investment process. 

Ultimately our goal is to protect our clients’ best 
interests by both advocating for sustainable 
practices in the companies we own and committing 
to support resilient financial systems. To achieve 
this goal, we believe company leaders must grow 
their businesses with all stakeholders – customers, 
employees, suppliers, and shareholders – in mind.

Dundas is run consistent with our investment 
philosophy, through a culture of compliance, 
integrity, accountability and transparency. The firm 
is an independent partnership owned by those 
who work within it. Partners are responsible for 
managing key firm risks while acting in the best 
interests of our clients. All team members have the 
opportunity to invest alongside our clients, in our 
UK-domiciled funds, aligning interests. We price our 
services fairly and ensure incentives are tied to the 
success of the firm, not any one sales or investment 
achievement.

The research agenda and activity of the companies 
in which we invest are the biggest drivers of our 
client communications. Throughout 2021 we 
researched our largest ever number of potential 
investments in preparation for the Heriot Global 
Smaller Companies Fund launch in September. 

Dundas started the year with 12 team members and 
66 holdings and ended it with 14 team members 
and 137 holdings. 

These important developments were supported by 
expanding our Investment and Client Teams while 
strategically deploying around 10,000 hours of 
analytical resources to research investment ideas 
and closely monitor the investments under our 
stewardship. Dundas is equipped to sustain this 
higher level of investment and client engagement 
into the future. We are analysing more investments 
in greater depth, providing further opportunities 
for communication with those companies and our 
clients.

As selective investors, rather than universal owners, 
we hold the advantage of elimination. Portfolios 
are built by sifting, not screening the investment 
universe to find businesses capable of long-term 
dividend growth. Sustainability considerations play 
a vital role in this approach - ensuring we built on 
our understanding of small-cap ESG analysis was 
key in the successful launch of the Heriot Global 
Smaller Companies Fund.

Equity ownership carries rights and responsibilities. 
We encourage companies to do better both 
directly through engagement and voting, and by 
collaborating with other like-minded investors. 
During the year this involved reviewing 70 
shareholder meetings, formal engagement with 
portfolio holdings Keysight and Activision Blizzard, 
and working with two industry initiatives on 
managing climate change risks. 
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Based on the ongoing review of voting decisions, 
we finalised a custom voting policy in the fourth 
quarter of the year. Our goal is to vote all proxies 
in line with our clients’ best interests by focusing 
on particular misalignments between our proxy 
advisor’s benchmark policy and our own. We 
will enter the 2022 proxy season with relatively 
stricter thresholds for overall board independence 
and tenure, director overboarding, and auditor 
independence. 

The wider sustainable investing movement is an 
invaluable support in achieving our goals as our 
clients, their advisers, and consultants continue to 
ask meaningful and pertinent questions about the 
effects of their investments on the economy, our 
society, and the planet.

Dundas has been a signatory to the Principles for 
Responsible Investment (PRI) since the inception of 
our first fund in 2012, upholding its six principles as 
well as the principles of the UK Stewardship Code 
(the Code). Over this time, we have grown assets 
to £1.7 billion, built a 14-strong team including 
eight partners, operated successfully in the UK, 
USA, Australia, and New Zealand, and delivered 
competitive returns to clients. 

We appreciate the opportunity to address the 12 
principles of the Code. We acknowledge the high 
expectations of asset managers, asset owners and 

service providers to evidence their stewardship. 
We do so with the objective of outlining the policies 
that shape our actions, setting out our approach 
to stewardship, and identifying areas we are 
committed to improving.

Looking ahead to 2022, we will continue to 
focus on stewardship across three key areas; 
ESG integration, active ownership, and client 
communication. The first will be enriched by our 
emphasis on business sustainability through ESG 
risk management, manifest in our investment 
research and monitoring programme. The second 
requires impactful engagement, collaboration, and 
proxy voting. Finally, climate change assessments 
are increasingly of interest to our clients, and we will 
work to ensure we report clearer, more consistent, 
and useful carbon metrics on their investments.

Stewardship of our clients’ assets is the responsibility 
of everyone at Dundas. We are always transparent 
and you will find useful disclosures on our website.

Russell Hogan 
Managing Partner

https://www.dundasglobal.com/about-us/
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UK Stewardship Code
Firm Founded

Single strategy: investing globally for long-
term dividend growth.

Research
Appreciation that ESG factors are key 
components of sustainable dividend 

growth companies.
PRI Membership

Focus on the G in ESG. 

First client: Global Strategy inception. Policies
First ESG & Proxy Voting policies

First PRI objectives:

 Executive compensation.

Bloomberg ESG scores.

Director independence.
Exclusions

Exclude tobacco and munitions stocks 
from the investment universe.

ESG Bloomberg data in the Grid.

ESG Frameworks
Paris Agreement, UN Sustainable 
Development Goals (SDGs), TCFD.

ADR Strategy inception.Ratings
Global funds score 5/5 on Morningstar 

Sustainability.

International Strategy inception.

Engagement Policy
‘A’ rating for PRI reporting.

ESG policy published on website.

Sustainability
Quarterly ESG reviews.

Firm-wide sustainable practices.

Engaging collaboratively.
ESG Data

MSCI ESG Research & Ratings. 
ESG in stock notes.

Focused company engagements.

ADR Unconstrained Strategy inception.
Stewardship

Publicly support TCFD.

Climate change considerations.

Enhance Proxy Voting. Enhanced reporting
New reporting schemas - PRI & UK 

Stewardship Code.

Quarterly ESG metrics.

Smaller Companies Strategy inception.

EVOLUTION OF STEWARDSHIP AT DUNDAS

2010

2012

2014

2016

2018

2020

Next?
Climate change impact & disclosure.

ESG data integration & access.

Apply custom voting policy.

UN SDG alignment.



PURPOSE & 
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PURPOSE & GOVERNANCE

PURPOSE

We invest in the best dividend growth stocks to help 
our clients meet their risk and return objectives. 
Our sole focus is finding companies capable of 
sustained dividend growth – a metric that few 
investors pay attention to despite its power in 
generating long run, sustainable returns. 

We empower team members to flourish and grow 
with the firm. Two of our founding principles are  
co-ownership and co-investment. The partnership 
model ensures we all act as principals, not agents 
for our clients; this promotes consensus decision 
making, succession planning, and a long-term view. 
By investing alongside our clients, we align our 
interests. 

We promote good stewardship in both the 
businesses in which we invest and our own. We are 
active owners. All investment research is originated 
in house by a team of generalists, reducing bias. 
We provide our services for competitive fees by 
keeping operating costs low.

Overall, our goal of growing profitably in a 
sustainable way and our investment belief in rising 
dividends are the driving forces behind our decision 
making. 

Our principles guide us as we increase investments 
in people, technology, and data to enhance our 
product offering, while taking care of our existing 
clients. Our client base has grown and we continue 
to deliver competitive returns.

The firm was founded on five key principles: 
 

Co-ownership

Co-investment

Simplicity of business model

Independence of thought

Fair pricing

These remain unchanged since day one.
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STRATEGY

Over the past two years, 11 portfolio holdings 
decided to cut or reduce dividends due to the 
uncertainties of the global pandemic. As a dividend 
growth manager, we accepted that the best 
practice for many of our portfolio holdings was to 
retain cash within the business. In the long term, 
we believed this to be the best route to long-term, 
sustainable dividend growth.  This decision was well 
rewarded with many dividend cutters subsequently 
reinstating dividends. The average dividend 
increase of our portfolio holdings in local currencies 
increased to 20% from 9% the prior year. 

It is important for Dundas to recognise that different 
types of investors prefer different fund structures. 
February 2021 saw the launch of an Exchange 
Traded Fund (ETF) in Australia, providing an easier 
and more cost-effective route for financial advisors 
and their clients to invest in our strategy. The ETF is 
now traded daily on the Australian Stock Exchange. 

In March 2021 Dundas was one of the first firms 
globally to receive authorisation from the Australian 
Securities and Investment Commission (ASIC) for 
its newly introduced Foreign Financial Service 
Providers License.  Dundas had permission to work 
in Australia with clients since inception through a 
grandfathering agreement between the Financial 
Conduct Authority (FCA) and ASIC and through 
partnership with our Australian distributor.  The 
Foreign Financial Service Providers License was 
introduced to allow ASIC greater oversight of firms 
based outside Australia providing financial services 
to wholesale clients.

Later in the year UK regulatory approval was 
received for the Heriot Global Smaller Companies 
Fund, this involved a lengthy process designed to 
ensure the objectives of the fund were consistent 

with the investment strategy and that the charges 
were fair and reasonable with customers being 
treated fairly. The fund was launched successfully 
in September and marks a significant evolution 
of our strategy by meeting the needs of investors 
seeking diversification through investing in smaller 
companies around the world.

Dundas had planned for the extra research 
resource required for the fund through hiring in 
2020 and 2021, allowing us to step up the breadth 
and depth of our analysis. 

At the end of December 2021, our total assets under 
management were £1.67bn of which £1.04bn were 
invested in our Global Equity Growth Strategy for 
UK, Australian and New Zealand clients. £618m was 
invested in our International (non-USA) Strategy 
for US clients. £13m was invested in our recently 
launched Global Smaller Companies Strategy for 
UK clients. By geography our client base split was 
47% Australian & New Zealand; 37% USA and 16% 
UK. By client type this translates to Institutional 74% 
and Wealth/Financial Advisers 26%.

The strategic objectives of Dundas over the 
next ten years are to: 
 

Grow assets under management

Achieve appropriate investor returns

Grow profitably in a sustainable way

Safeguard reputation

Maintain regulatory standing

Safeguard capital adequacy
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CASE STUDY - PRODUCT DEVELOPMENT & GOVERNANCE 

Over the last 10 years of researching global businesses Dundas has built a library of over 1,500 
companies on which we had undertaken analysis. These businesses included over 600 which would 
qualify as smaller companies under the market capitalisation definitions used by MSCI and other 
benchmark providers. At the same time, we were being asked by clients and potential clients about a 
smaller companies version of our existing dividend growth strategy. 

Through the first half of the year the Investment Team undertook further work on those 600 businesses 
identified as candidates, that was whittled down to around 150 and then to 65 by the end of August. 
In parallel we asked Ned Davis Research (NDR) to back test sustainable dividend growth as a strategy 
for smaller companies covering 23 years of historical data. The results showed that returns for five 
year dividend growers were higher than other dividend categories while monthly standard deviation of 
returns was lower. This gave us the affirmation we required to progress with our new strategy.

We worked closely with our Authorised Corporate Director (ACD) on the prospectus for the Heriot 
Global Smaller Companies Fund. This included clarifying exactly how we defined smaller companies, 
identifying the target market, the role of ESG analysis in stock selection, how it would be diversified and 
the appropriateness of the fee structure. A key issue was the liquidity of these smaller companies and 
how we would ensure that investors in the fund were able to buy and sell holdings without undue delay 
or cost. The regulator was fully engaged in these conversations as was our ACD. 

The outcome was the resolution of all points with the ACD and the regulator, followed by the approval 
and successful launch of the fund in September.
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CULTURE & VALUES

Partnership is more than just a word; it is a concept 
and an ethos that runs through everything we do. 

Stewardship speaks to the care and attention that 
is applied to ensuring we leave an investment, a 
relationship, or a team member better than we 
found them. At its core, it demands a deliberate 
sacrificing of any potential short-term gains if they 
come at the expense of long-term value creation. 
Our process is clearly communicated to clients and 
intermediaries to make certain they understand 
what we do on their behalf.

Values of collaboration and advocacy make us 
better colleagues and decision makers, the benefits 
of which we pass to clients through competitive 
returns aided by lower, more equitable fees. We 
subscribe to the philosophy that each voice should 
be heard when a decision is made, creating an 
environment in which team members can flourish 
and clients are assured the best of Dundas 
collectively.

We encourage new ideas and independence of 
thought, to challenge the status quo and our own 
behavioural biases. We ensure decisions are taken 
in an open and inclusive manner. This makes us 
better investors seeking enduring sustainable 
insights and connections between companies, 
industries, economies, and broad socioeconomic 
themes. They are a constant reminder that the 
businesses we invest in must be sustainable and 
look after all stakeholders.

There are no individual incentives for sales success 
or a good investment idea. Instead, we understand 
that by focusing on the firm’s priority – client value 
creation through sustainable investing – the firm 
will succeed and we will all share the firms profits 
in common. This approach has served our clients 
and the firm well, with the team, assets and profits 
growing sustainably since its foundation.

FIRM VALUES

Collaboration. Each of us contributes to Dundas’ success, we value an open mind and are aware 
of the dangers of bias.

Challenge. Lead by example, champion the investment principles, view vulnerability as a strength 
and learn from our mistakes.

Stewardship. Responsible investment of assets to deliver competitive, long-term returns and 
allow the firm to grow.

Advocacy. Put the team before yourself and give all stakeholders a voice.

Principals. Do not be a bystander to an unmade decision, say the unsaid and be inquisitive.
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GOVERNANCE & OVERSIGHT

Dundas is structured as a Partnership with a 
leadership team comprised of a Senior Partner, a 
Managing Partner (CEO equivalent) plus six other 
equity partners. The Partners Board convenes 
quarterly to evaluate the growth of the business, 
service provided to clients, and to hold the 
Managing Partner accountable against the agreed 
annual business plan. 

A partnership model was chosen to allow a 
flat structure where each partner has specific 
responsibilities alongside general stewardship 
of the firm. This devolved accountability proved 
particularly effective in responding to the remote 
working necessitated by the pandemic. The model 
also enables gradual transfer of ownership; new 
partners are admitted on an ongoing basis.

During the year, one team member left and another 
two joined resulting in a team of 14 at the end of 
2021. Six team members focus on investment 
research and portfolio management supported by 
two responsible for trading, risk, and performance 
measurement. A further six people are responsible 
for compliance, client communications, operations 
and information technology.

The ongoing growth in the business makes it clear 
that further recruitment will be required in the 
coming year along with further investments in 
technology and systems.

Partners Board

Investment 
Committee

Operations 
Committee

Compliance, 
Finance, Audit & Risk 

Committee

Business 
Development  

Committee
Client & Marketing 

Team

Investment Team

Sustainability 
Coordinator

FIRM GOVERNANCE & STEWARDSHIP OVERSIGHT

Compliance & 
Operations Team

Monitoring & 
Engagement

Proxy Voting

MSCI ESG Analytics

ISS

ESG Inbox
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STEWARDSHIP RESPONSIBILITIES

We are stewards of our clients’ investments and 
our own. While team members have designated 
responsibilities, we work collaboratively. We 
operate as one team, immersing everyone in the 
investment management business. An appreciation 
of good corporate governance is the key to success 
for any long-term investor, our firm included. This 
principle is applied throughout everything we do.

Investment Team members have a particular role 
to play in the research and monitoring of the 
businesses considered for our portfolios. Efforts 
in this regard are reviewed by the Investment 
Committee, chaired by the Managing Partner. 
The Investment Committee, attended by all team 
members, reviews ESG activity and sets objectives 
for the firm’s sustainable investment process.

Over the history of the firm, we have associated 
ourselves with various initiatives to learn from 
others’ experience and contribute to wider 
discussions globally. A member of the team co-
ordinates our efforts in this area to ensure we stay 
abreast of developing best practice, working closely 
with the investment, client, and compliance teams 
on ESG integration, company engagement, client 
reporting, and regulatory changes.

Internal communication on stewardship is 
monitored through team inboxes on ESG, 
investment research and portfolio monitoring, and 
a Corporate Access Tracker system covering all 
company interactions. The ESG Inbox is used for 
sharing updates on relevant initiatives, news, and 
industry events as well as details of internal ESG 
analysis, company engagements, and investment 
decisions. This information is vital for tracking ESG-
related activity and is a source for reporting to 
clients, ESG initiatives and regulators.
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RESOURCES & INCENTIVES

TEAM DIVERSITY & DEVELOPMENT

Continuous team development is the best way to 
grow the firm’s capabilities and plan for long-term 
succession.

Members of the firm are diverse in age, gender, 
and culture, as well as in professional and 
academic backgrounds. We are confident that our 
commonalities combined with our diversity provide 
a solid foundation for good decision making, helping 
to drive the future success of both the business 
and our investments.

We are committed to embracing diversity, 
challenging discrimination of every kind, and 
promoting tolerance and fairness. We ensure 
that all employees and job applicants are treated 
fairly and are not subjected to unfair or unlawful 
discrimination.

We recognise the benefits of employing individuals 
from a range of backgrounds, as it fosters a 
creative work environment and a team that values 
differences.

Partners are rewarded through profit share which 
is a function of returns delivered on existing assets, 
new asset growth and managing the cost base. The 
firm is structured this way to be aligned with our 
client interests, to deliver competitive returns from 
a stable and growing organisation able to support 
their future needs. Employees are paid competitive 
salaries alongside discretionary bonuses reflecting 
the overall profits of the firm.

Having successfully navigated remote working in 
2020, we hoped for a return to the office during the 
autumn, but increasing numbers of Covid cases in 
Scotland brought us back to largely working from 
home. We have decided to retain the option of 
remote working for all team members going into 
2022, facilitating a hybrid way of working from 
home and the office, and recognising the benefits 
of flexible working for team morale, productivity 
and work life balance.  

The firm brings together a group of people 
with a range of backgrounds in areas such as:

• Aviation

• Consulting

• Diplomacy

• Agriculture

• Military

• Marine Biology

• Economics

• Accounting

• Anthropology

• Business
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TEAM BREAKDOWN

64%

36% 36%

29%

21%

14%

GENDER FIRM TENURE

ACADEMIC DISCIPLINE INDUSTRY EXPERIENCE

Male

Female

1-5 years

10 years + < 1 year

5-10 years

62%
23%

15%

Business

Science & Technology

Humanities & Social Science

43%

29%

14%

14%

20 years +

1-5 years 10-20 years

5-10 years

Data as at 31st December 2021.
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TALENT ACQUISITION & RETENTION

In 2021, Dundas became a member of Future 
Asset, a charity encouraging girls in Scotland to take 
up a career in investment management. Future 
Asset provides industry-wide engagement with 
schools, educators and pupils in Scotland, aiming 
to raise awareness of the investment sector, spark 
interest in a career in financial services and widen 
the industry’s talent pool. 

As a member of Future Asset, the firm participates 
in an annual engagement programme. Several 
members of the firm volunteered to be Investment 
Mentors in the annual Growing Future Assets 
Competition, supporting girls in exploring their 
careers, developing skills, and gaining experience 
and confidence in investment research. 

During the year Dundas undertook a review of 
our Workplace Pension Scheme to ensure that 
it continues to offer value for money and more 
importantly, provides a meaningful retirement 
benefit to employees.

Following the review, although terms were 
competitive, we no longer believed that the existing 
scheme offered the functionality of other providers 
in the market.  We wanted to ensure that our 
team receive both a meaningful benefit and have 
additional support to assist retirement planning.

Following advice from our financial advisers, we 
decided to implement a new Workplace Pension 
Scheme which will also offer the Heriot Investment 
Funds as an investment option. We continue to 
make a 10% employer contribution and it was 
agreed that, through salary exchange, the employer 
National Insurance saving of 13.8% on all personal 
contributions would be redirected to employee 
pensions in the form of an additional employer 
contribution.

We believe this is a positive outcome for everyone 
and that it shows our commitment to providing our 
team with a tangible benefit towards retirement.  
We will continue to review the scheme on a regular 
basis to ensure each team member receives value 
for money when it comes to their pension.
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TRAINING

Training is an integral part of each role at Dundas. 
We support and encourage team members to 
embark on foundational qualifications as structured 
Continuing Personal Development (CPD), like the 
CFA UK’s Investment Management Certificate and 
the CFA Institute’s Certificate in ESG Investing. 
Team members also currently hold or are pursuing 
advanced professional degrees and designations 
specifically MBA, CFA, CIPM, and CA.

We all complete at least 20 hours of CPD a year, 
following CFA Institute guidelines. As part of 
ongoing developments in our sustainability and 
stewardship processes, we keep up to date with 
industry changes through conferences, webinars, 
and academic resources, and conduct internal 
training sessions. 

We regularly run internal training on sustainability. 
This began in 2018 with a session on ‘Sustainability 
and its Role in Dundas’. The session highlighted 
the firm’s independence, co-investment, inclusion, 
and reuse/reduce/recycle efforts as links to the 
investment strategy’s ESG objectives. 

In 2019, Dundas held an ESG away-day with 
full participation of all team members. Over the 
course of the day, we covered the history of ESG 
investing and current ESG strategy definitions; 
industry trends including assets and flows; ESG in 
financial performance; ESG in fiduciary duty; and 
sustainable investing best practice. This session 
led to formalising the process of integrating ESG 
analysis into stock monitoring.

Following years of quarterly ESG reviews, in 2020 
we began including ESG in our regular governance 
meetings. These meetings are attended by the 
whole team and address ongoing company 
engagements, proxy voting and ESG risks at the 
portfolio and stock level.

During the year members of the team attended 
fewer in-person events but were able to participate 
virtually through digital conferences and webinars. 
Training included the PRI webinar on 'Driving 
Meaningful Data' – focusing on financial materiality, 
sustainability performance and sustainability 
outcomes. This helped us navigate the new PRI 
reporting framework and understand expectations 
of the TCFD.

Information on sustainability and stewardship is 
not confined to an investment meeting or a single 
committee. As with all areas of the business, we 
include everyone in discussions on stock ESG 
issues, industry news and developments, shared 
through team inboxes and meetings.

Looking ahead to 2022 we seek a better 
understanding of the various frameworks guiding 
climate change reporting by corporates and 
investors, with plans to host a session on the TCFD.
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CASE STUDY - FORENSIC ACCOUNTING 

Most asset managers, Dundas included, rely heavily on the audited accounting information supplied 
by the companies in which we invest. Teams managing public companies are in regular dialogue 
with investors, providing guidance on current and future business prospects. At the same time these 
management teams are increasingly incentivised by share price performance.

Without adequate safeguards, managers may deliberately or inadvertently overcommit to financial goals. 
On occasion, these commitments can go further and deceive investors about the business outlook in 
order to help the share price. When this happens, as in the recent case of German financial services 
provider Wirecard, it creates a market-wide risk, impacting not only investors in the company involved 
,but all stakeholders. 

To understand more about the early warning signals of accounting fraud, the Investment Team at Dundas 
undertook training in December 2021. Forensic accounting specialists with considerable experience in 
this area of finance held a workshop using examples of companies which had come unstuck. 

The outcome for our Investment Team was a greater understanding of how internal companies' controls 
can go awry; the kind of balance sheet and profit & loss account entries which suggest the need for 
caution or greater investigation; and the importance of the auditor’s statement in highlighting areas 
tagged as being of particular concern.

CASE STUDY - BEHAVIOURAL FINANCE

Dundas has established long-term relationships with external trainers for organisational development 
and behavioural finance. 

Over the past two years this has included training on diversity, equity, and inclusion (DEI). Training 
is mandatory for all staff and works to facilitate trust in both team and client relationships, unbiased 
decision making in the investment process, and build diverse teams for long-term success.

During the reporting year we ran three sessions on decision making and how this is influenced by DEI 
and cognitive dissonance. For example, where negative (or positive) news flow on a particular company 
spurs investors into decision making clouded by more recent announcements to the detriment of long-
term returns.

This training concluded with looking more closely at investment decision making and the motivations 
driving those decisions. This was particularly relevant to stewardship as it helps us understand how 
schemas, stereotyping, biases, and group think influence decision making.
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OVERVIEW

The firm’s policy on conflicts of interest ensures 
that where actual or potential conflicts of interest 
arises, we pay due regard to the interests of our 
clients and treat them fairly. We maintain effective 
organisational and administrative arrangements 
that are proportionate to the risk we face to prevent 
conflicts of interest as defined in the guidelines of 
FCA SYSC 10, ASIC and Securities and Exchange 
Commission (SEC). These controls and systems 
allow us to appropriately identify, monitor and 
mitigate potential conflicts of interest.

Senior managers are responsible for establishing 
and managing their areas of conflict while the 
Compliance Officer is responsible for assessing and 
monitoring overall conflicts. All conflicts of interest 
are recorded in our Conflicts of Interest register.

While our simple business model insulates us from 
many of the potential conflicts of interest which 
can confront organisations active in more than one 
area of investment management or other financial 
services, we have identified potential conflicts of 
interest and mitigating actions described below.

CONFLICTS OF INTEREST

CONFLICT MITIGATING CONTROL

Personal Account 
Dealing

Staff are prohibited from personal dealing in equities our clients own or that we are or may be 
considering for them. From January 2022, staff will be prohibited from dealing in any individual 
equities. 

We do not invest on our own behalf, but alongside our clients within the appropriate UK domiciled 
funds.

Client Investment 
Performance

Any variation in performance results due to different client mandates reflect commitment to 
treat each customer fairly.

The firm adheres to the Global Investment Performance Standards (GIPS®) of the CFA Institute 
to calculate and present its performance results, including management of its policy in setting 
composite performance schedules. 

Research and Broker 
Commission

Any access to company meetings or specific research as an extra resource is paid for through our 
P&L account and clearly documented.

Trading is done through agency-only brokers. 

The firm does no soft dollar business.

Remuneration and 
outside business 
interests

The team are remunerated depending on the firm’s overall performance measured by the 
profitability against budget rather than investment returns or sales generated.

Outside business interest must be reported to the Compliance Officer and reviewed on a case-
by-case basis. All interests are registered and disclosed to the Board.

Gifts, Hospitality and 
Inducements

Firm limit of £50, noted on the register. All hospitality and gifts above this limit will be pre-
authorised by the Compliance Officer to ensure adherence to the policy.

20GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy 
or quality of the content contained herein.
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MANAGING CONFLICTS OF 
INTEREST

Dundas is structured as a Partnership to provide a 
single focus on the overall long-term performance 
of the firm. This is delivered through investment 
success rather than multiple and potentially 
competing remuneration policies. 

All team members share in the overall profitability 
of the firm which is directly tied to the long-term 
growth of our clients’ investments.

CASE STUDY - PERSONAL 
DEALING POLICY

With the launch of our Global Smaller 
Companies Strategy, our existing Personal 
Dealing Policy (prohibiting personal dealing 
in equities our clients own or that we are or 
may be considering for them) meant most 
of the investable universe was off limits for 
personal dealing. 

To avoid any misunderstanding, we 
introduced an updated policy during the 
year, removing the permission to deal in 
individual equities for all team members. 

CASE STUDY - INVESTING IN HERIOT FUNDS

We encourage all team members to invest alongside our clients in our UK-domiciled funds. We are 
aware that while this approach aligns the interests of individuals working at the firm with those of our 
clients, the potential for conflicts of interest exist where these individuals are actively involved in the 
investment decision making process. This is of particular concern when the assets invested in our 
funds become an increasing proportion of individuals’ savings. 

We have worked to mitigate this potential conflict of interest through several avenues:

1. We reduce bias in our investment decision making process by our generalist research approach and 
team decision making.

2. Since 2019 we have partnered with a distributor to market the Heriot Investment Funds to 
professional investors in the UK. As a result, the proportion of assets held by team members has 
reduced. 

3. As part of wider work done reviewing the Dundas Pension Scheme in 2021, we offered all team 
members consultations with a financial planner to advise on topics from pension contributions and 
salary exchange to diversifying their savings and investments.



PURPOSE & GOVERNANCEDUNDAS GLOBAL INVESTORS

22

As a small investment firm, we have established 
an appropriate robust operational framework to 
ensure we do a good job for our clients. Similarly, 
as long-term investors, sustainable well-functioning 
markets are vital to enable us to deliver for our 
clients. We take seriously wider questions about 
structure and operations. We review and monitor 
potential areas of market wide risk and systemic 
risks to be fully informed of potential risks to the 
business and how these risks would impact Dundas.

Dundas regularly participates in industry initiatives, 
detailed in Collaboration, and during the past year 
cooperated and collaborated on a number of topics 
with several of our institutional clients.

To help our asset owner clients to report to their 
own regulators on the functioning of equity markets 
and the costs involved in portfolio changes, Dundas 
collates and distributes information to clients on 
market spreads and transaction costs.

In the Open-Ended Funds which are managed by 
Dundas there are force majeure clauses which allow 
pricing policies to change in the event of market 
dislocations. Throughout Covid none of these were 
enacted and the parameters built into those pricing 
policies proved robust.

RISK

FIRM RISK

The Dundas Pillar 3 statement is prepared annually 
to provide a public document assessing the overall 
risks faced by the firm, our risk appetite and 
mitigants including the regulatory capital held by 
the firm as required by the FCA. The primary risk 
identified was a prolonged period of negative global 
equity returns resulting in a decline in fee revenue 
and the loss of clients. We examined credit, market 
and operational risks and determined that given 
our business model these risks are modest and 
appropriately mitigated.

We see the introduction of the Investment Firms 
Prudential Regime by the FCA   — to enhance capital 
requirements based on AUM  — as a meaningful 
improvement in the way systemic risk could be 
considered by a growing firm like ours. This change 
sits alongside existing regulatory risk metrics 

focused on the ability of a firm to execute an orderly 
wind down. Dundas decided to include this new 
calculation earlier than required to give our clients 
and regulator better information.

The Senior Managers and Certification Regime 
(SMCR) applied from the end of 2019. SMCR aims to 
reduce harm to consumers and strengthen market 
integrity by making individuals more accountable 
for their conduct and competence. Within the firm 
we used this as a catalyst for change to ensure 
we had in place effective controls by encouraging 
greater individual accountability.

We reviewed each risk identified by the firm and 
assigned Senior Managers personally accountable 
for each of those risk areas. We continue to assess 
the competence and capability of each member 
of the team against set objectives and the FCA 
Conduct Rules.
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Each year we take the opportunity to revisit 
the documented responsibilities of our Senior 
Managers. This ensures accountability remains 
relevant and accurate as the team expands and 
senior managers are appointed.

As an expanding team, it was particularly important 
to ensure that new roles were appropriately defined 
to make responsibilities clear between individuals 
working in the same team. We ensure we obtain 
criminal and financial checks on all new employees 
and regulatory references where required. 

We notify the regulator of any changes including 
seeking prior approval for the appointment of  new 
partners. We revalidate these checks for the whole 
team every two years as is appropriate for our firm. 

As a consequence every team member of Dundas 
ended 2021 with clarified lines of responsibility 
and the firm had more resources to improve the 
stewardship of our clients assets through better 
risk management, ESG integration and client 
engagement.

CASE STUDY - CYBER SECURITY

The need to work from home during the last two years has heightened Cyber Security risks globally 
and required measures to be taken to protect the firm and its clients.

Our Head of Operations and IT conducts in-house workshops on Cyber Security for all staff, to ensure 
an appropriate awareness of the potential threats from the most common forms of attack. The firm 
began working with a new cyber security training provider in Q4 2021, with regular online training to be 
rolled out in 2022. 

As part of ongoing security measures, phishing tests are conducted at random, all incoming e-mail 
is scanned of threats, and all staff require Multi Factor Authentication. Further, security patches are 
installed daily on all devices, and virtual machine server patches are scheduled appropriately. The 
firm migrated its on-premise infrastructure to the cloud in Q2 2021, simplifying any disaster recovery 
requirement as only an Internet connection is required. It also provides a much more robust and 
secure environment, and removes the risks associated with physical infrastructure on-premise. In June 
2021, a security specialist firm conducted a configuration, vulnerability, and pen test of this new cloud 
environment, with no Critical or Major issues found. Only best practice recommendations were issued, 
which have been implemented.

The firm has passed the UK Government-backed Cyber Essentials certification scheme which 
demonstrates our commitment to Cyber Security, and helps to protect the confidentiality, integrity and 
availability of data stored on devices connected to the internet. This is an annual exercise which tests 
multiple areas of cyber security, with testing carried out in October 2021. In early 2022 the firm will 
conduct testing through Cyber Essentials Plus – the audited version of the Cyber Essentials information 
security standard. Cyber Essentials Plus is a series of tests that provide a further level of assurance that 
these technical controls have been successfully implemented within an organisation.
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PORTFOLIO RISK 

As an active, long-only global equity manager, 
Dundas and our clients are subject to market risk, 
liquidity risk and security selection risk.

MARKET RISK

With respect to market risk, we work exclusively with 
professional investors, either institutional pension 
funds or wealth managers, both of which have 
well diversified portfolios. Equities are only a part 
of these portfolios and the allocation to Dundas 
is only a proportion of those. Nonetheless, as a 
market participant, we are still subject to market-
wide and systemic risks.

Dundas manages and mitigates these risks 
through investing in resilient businesses capable 
of paying dividends through recessions, periods 
of rising interest rates, and inflation. The defensive 
characteristics of these companies are manifest in 
the risk-adjusted returns achieved by our large-cap 
strategy, particularly the downside capture ratio 
which measures how much of market declines 
are avoided over time. Over five years this ratio is 
around 85% which suggests that the strategy has 
been able to avoid the worst of market downturns 
with an upside capture measure of around 110%.

LIQUIDITY RISK

Dundas mitigates liquidity risks through a long-term 
(five years plus) investment horizon which results 
in low portfolio turnover. This means we are not 
seeking market liquidity every day and can be more 
selective in those trading days. In addition, 99% of 
our AUM is invested in businesses with a market 
capitalisation greater than $2bn, resulting in few 

issues of portfolio liquidity. The remaining 1% of 
our AUM is invested in smaller companies following 
the successful launch of the Heriot Global Smaller 
Companies Fund in September 2021. 

The fund invests in stocks with a market capitalisation 
greater than $250m at purchase and sufficient 
liquidity for the size of the portfolio. Like our large-
cap strategy, we are not seeking market liquidity 
every day. However, we understand the increased 
liquidity risk within this market cap range and have 
enhanced our ongoing liquidity monitoring process 
to ensure that sufficient liquidity is available to be 
able to liquidate the Fund in a timely manner under 
normal market conditions. 

SECURITY SELECTION RISK

The majority of client portfolios are drawn from the 
largest 85% of global equity market capitalisation. 
These 3,500 or so businesses are listed on the 
world’s largest equity markets and subject to the 
greatest degree of regulation and transparency 
requirements. 

With respect to security selection risk, Dundas is 
a bottom-up stock picker. Our internal research 
is focused on businesses with strong financial 
histories, participating in growing industries and 
with an appropriate future strategy for sustainable 
dividend growth. The active share of Dundas 
portfolios sits around 90% meaning that they are 
quite different from the comparator index. These 
risks are mitigated through diversification, by both 
industry and geography.
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CLIMATE CHANGE

We attended the Climate Risk & Green Finance 
Regulatory Forum at the beginning of 2021, 
informing us on the changing ESG regulatory 
landscape and financial reporting methodologies 
for climate change including CDP, TCFD and GRI. 
Part of the conference involved a roundtable 
discussion on risk management and operational 
resilience. 

It is clear that climate change risks and opportunities 
must be included in firms’ risk management 
frameworks. However, integration of these risks 
into the investment process can be complex. It 
requires significant resources to assess climate 
methodologies and metrics, embed climate change 
risk into decision making, and train teams and even 
change corporate culture.  

As stock pickers, risk management at Dundas 
starts with the careful and thorough analysis of 
individual companies before they make it into any 
portfolio. This process allows us to manage risk at 
the company and portfolio level, including those 
linked to climate change. We accept that even with 
a simple business model and single investment 
strategy, not all operations can be managed fully 
in-house. 

Relating to climate change risk management, this 
is further complicated by a lack of standardised 
reporting by corporates, despite improvements in 
recent years. As such, we continue to utilise publicly 
available information, reported company data via 
Bloomberg and FactSet, and support this with ESG 
metrics and research from MSCI ESG. 

Source: MSCI. Data as at 31st December 2021. Certain information ©2021 MSCI ESG Research LLC. Reproduced by permission.

CARBON METRICS

Carbon Emissions/$M Invested - Normalised measure of a portfolio’s contribution to climate change.

Carbon Intensity - The ratio of portfolio carbon emissions normalised by the investor’s claims on sales.

Weighted Average Carbon Intensity - The sum product of the portfolio weights and carbon intensities.

0

20

40

60

80

100

120

140

160

180

200

Dundas Global Strategy MSCI All Country World
Index

Dundas Global Smaller
Companies Strategy

MSCI AC World Small
Cap Index

t C
O

2 
e



CASE STUDY - AUTOMOTIVE INDUSTRY

On automobiles, we took the view that the world was close to peak sales of new vehicles and the 
transition to electric power would not be smooth. Therefore, we have invested up the value chain 
in the manufacturers of electric vehicle (EV) batteries and charging, like electronics manufacturer 
Littelfuse. 

Throughout 2020 and 2021, we revisited the autos industry noting key trends concerning climate change. 
Firstly, while regulation continues to put pressure on the production of new internal combustion engine 
(ICE) vehicles, the global passenger vehicle fleet is set to remain majority ICE beyond 2040. 

Secondly, EV unit sales are expected to overtake ICE unit sales in the next 15 years. While car 
manufacturers are keen for their brands to succeed, our research supported investment further up the 
supply chain, away from the individual brands. Our investments included suppliers of components and 
content benefitting from rising dollar-value per vehicle to support greater electrification, whether hybrid 
or full EV. 

Finally, renewable energy is essential to fully leverage the EV tailpipe benefits i.e., the lower lifetime 
carbon footprint. Manufacturing of EVs is carbon intensive due to the reliance on batteries, however 
emissions during use are much lower. Wind energy’s share of the electricity mix has nearly doubled 
since 2015 while solar energy is expected to have the largest share by 2050.

The findings of our industry sift showed expansive climate change opportunities in EVs, hydrogen fuel 
cells and car digitisation. Risks were identified in the ICE vehicles space, the carbon lifecycle of EVs and 
global car sales overall. Our research led us to four purchases across our large and small cap global 
portfolios – Amphenol, Brembo, AB Dynamics, and Fox Factory. The portfolios still have zero direct 
exposure to the autos industry however, indirect exposure is gained through our I.T. companies.
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Increased access to climate change datasets 
during the year allowed us to assess and monitor 
our stocks’ exposures to those metrics linked to 
climate change, including Scope 1, 2 and 3 carbon 
emissions and low carbon transition targets. 
Additionally, portfolio-level analysis informed us on 
the carbon footprint, intensity, and exposure of any 
portfolio in our investment strategy. This enhances 
our ability to meet new climate change reporting 
requirements and mitigate this substantial systemic 
risk within portfolios.

We leverage this data and internal investment 
research, applying the same fundamental criteria to 
all the stocks that we research, and avoid biases for 
or against a particular industrial group. During our 
years of investment research, we have come across 
industries that are likely facing the greatest impacts 
associated with climate change, the majority of 
which relate to transitional risks and opportunities.
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OPERATING MODEL

The Operating Model outlined below is the 
framework we use internally for Governance 
purposes. It also provides the structure for the 
various external assurances we seek on behalf of 
our clients.

The Dundas Partners Board, chaired by the Senior 
Partner, oversees those policies and processes 
relating to the purpose and governance of the 
Firm, conflicts of interest, compliance, external 
audit, incentives, and resources. It does this 
working through the Operations Committee, the 
Compliance Committee, the Business Development 
Committee and the Investment Committee.

The Investment Committee oversees those policies 
and processes relating to the stewardship of client 
assets, portfolio risk, our investment approach 
and engagement activities including voting policy. 
Chaired by the Managing Partner this committee 
assesses the effectiveness of those activities.

Each of our policies is reviewed annually. Investment 
policies such as those on proxy voting are internally 
reviewed through our Investment Committee. The 
firm is also independently assessed through several 
audits and assessments on an annual basis.

STRATEGY

Five year business plan, 
investment philosophy 

corroborated by 
academic research.

PROCESSES

Individual processes & 
related procedures.

TECH & DATA

Technology 
infrastructure, including 

functional map, 
business continuity & 

disaster recovery.

PEOPLE

Partnership 
agreement, job-

profiles, professional 
development.

GOVERNANCE

Company ownership & values, governance 
meeting structures, FCA controlled 

functions, ICAAP*, insurance contracts, 
external oversight model, risk register.

PRINCIPLES

Five key principles 
remain unchanged since 

day one.

REVIEW & ASSURANCE

POLICY

Compliance manual 
incorporating FCA, SEC 

& ASIC regulations.

*Internal Capital Adequacy Assessment Process (ICAAP)
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CULTURE OF COMPLIANCE

Compliance is integral to the culture of Dundas, 
each team member has a part to play, and our 
policies and documents set the standard and 
expectations. As part of our regulatory obligations, 
we continually monitor and review our policies. 

Each policy is reviewed at least annually to ensure 
we meet the requirements and intentions of 
our regulators and ratified through the relevant 
governance committee before being presented to 
the Partners Board.

Our compliance policies and manuals are 
circulated to the team at least annually; staff attest 
to their understanding of these. The team is trained 

collectively on compliance issues both current 
and those on the horizon. Compliance training is 
delivered through an external training provider 
who ensures training is bespoke and covers the 
expectations set out in polices.

Detailed in Evolution of Stewardship at Dundas we 
first addressed stewardship in our UK Compliance 
Manual in 2013. From there we have developed this 
from an ESG policy, adding a proxy voting policy 
along the way, right through to the Sustainable 
Investment Policy and Proxy Voting & Engagement 
Policy we have today.

INDUSTRY STANDARDS

We are members of independent organisations 
relating to sustainability and stewardship. Dundas 
sets out its approach in accordance with the 
requirements of the PRI, EU SRD II, and the Code, 
reporting within these frameworks and sharing 
their objective assessments publicly. This report 
and indeed PRI reporting in prior years describe 
the application of our policy on sustainability and 
stewardship, providing our clients with context for 
our policies and outcomes of our approach.

Similarly, we have publicly supported the TCFD 
since early 2020 and followed the framework’s 
recommended climate change disclosures in the 
2020-21 PRI reporting cycle. As outlined in ESG 
Performance & Reporting, our portfolios and 
processes have been rated, scored, and assessed 
independently by third parties which is another 
means to assure clients of the effectiveness of our 
stewardship.

During the past year the biggest change in review 
and assurance came from the greatly increased 
external due diligence requirements of our clients 
and their advisors brought about by their own risk 
management processes and the requirements 
of their regulators. Dundas was able to evidence 
continuous improvement in our policies and 
procedures over the period. The external metrics 
shown on pages 35 and 36 are indicative that the 
outcomes of our policies and procedures have 
been beneficial for our clients.

https://www.dundasglobal.com/_img/userfiles/files/Dundas%20Partners%20LLP%20Sustainable%20Investment%20Policy%202021.pdf
https://www.dundasglobal.com/_img/userfiles/files/Dundas%20Partners%20LLP%20Sustainable%20Investment%20Policy%202021.pdf
https://www.dundasglobal.com/_img/userfiles/files/Dundas%20Partners%20%20LLP%20Proxy%20Voting%20and%20Engagement%20Policy%202021.pdf
https://www.dundasglobal.com/_img/userfiles/files/Dundas%20Partners%20%20LLP%20Proxy%20Voting%20and%20Engagement%20Policy%202021.pdf
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CONTROLS AUDIT 

The ISAE 3402 standard represents an in-depth audit of a service organisation’s control objectives and 
activities. These activities often include controls over information technology and related processes. 

The audit aims to provide assurance on the firm’s operations to meet specified control objectives in 
respect to the investment management process.

FINANCE AUDIT 

As a LLP, Dundas is responsible for keeping accounting records that are sufficient to show and explain 
the partnership’s transactions and disclose with reasonable accuracy at any time its financial position. 

Dundas is responsible for safeguarding the assets of the partnership and in doing so takes steps to 
prevent and detect fraud and other irregularities, including an annual finance audit.

Dundas is subject to a range of external assurance through financial, systems and controls audits; compliance 
with international standards and due diligence conducted by clients and their advisors on an annual and ad 
hoc basis. 

VALUE ASSESSMENT

In the UK our investment funds’ ACD provides an annual assessment of the funds’ delivery of value to 
investors. The ACD takes into account seven criteria as outlined below. 

1. Performance – is the performance in line with investment objectives, policy, and strategy?

2. Cost – are costs reasonable and fair?

3. Economies of scale – have economies of scale been passed onto investors?

4. Comparable market rates – are costs reasonable relative to other funds? 

5. Comparable services – are services good value relative to other services provided by the ACD?

6. Classes of units – are shareholders with similar rights subject to higher charges?

7. Quality of service – are a range and good quality of services provided? 



PURPOSE & GOVERNANCEDUNDAS GLOBAL INVESTORS

30

GIPS COMPLIANCE VERIFICATION

Dundas claims compliance with the Global Investment Performance Standards (GIPS®) and has been 
independently verified for the period 1 September 2012 to 30 September 2021.

Verification assesses whether the firm has complied with all the composite construction requirements 
on a firm-wide basis and that the firm’s policies and procedures are designed to calculate and present 
performance in compliance with GIPS Standards. Verification does not ensure the accuracy of any specific 
composite presentation. However, composite performance is formally reviewed by the Investment 
Committee on a quarterly basis and audited on an annual basis.

STEWARDSHIP REPORTING & ASSESSMENT

As a signatory to the PRI, Dundas reports annually on its progress in upholding the six principles. We are 
assessed across three modules.

1. Strategy & Governance covering our responsible investing policy, objectives, responsibilities as well 
as our promotion and disclosure of responsible investing.

2. Listed Equity Incorporation covering ESG integration in investment analyses and decision making.

3. Listed Equity Active Ownership assesses how we approach active ownership including prioritising 
and monitoring engagements, escalation and voting and the impact on investment decision making.

The PRI has several measures in place to reduce reporting errors and enhance the credibility of PRI 
data from public disclosure of reporting to cross checking of comparable data points with prior years’ 
reports. Results of our 2020 assessment are detailed in ESG Performance.

As a signatory to the UK Stewardship Code, we are assessed annually against the 12 principles applicable 
to asset managers. Assessment by the FRC is proportionate to our organisation’s size and type. 

To remain a signatory to the Code we submit a Stewardship Report explaining how we have applied the 
principles over a 12-month period and ensuring we meet the expectations of the Code. 

COMPLIANCE HEALTH CHECK

Dundas undergoes a voluntary annual independent audit of its compliance function to assess its 
effectiveness. 

The scope increases each year to reflect the changing priorities of the firm’s regulatory obligations,  and 
aims to identify any areas of potential compliance risk, gaps, or weakness in the firm’s application of 
these obligations.

GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy 
or quality of the content contained herein.
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INVESTMENT PHILOSOPHY

Dundas have been managing client assets 
according to our dividend growth philosophy since 
the inception of our first fund. Nevertheless, we 
recognise the importance of periodically assessing 
the long-term returns generated by this strategy 
and the risks which accompany returns.

At the end of 2021 we engaged an independent 
research organisation, NDR, to calculate the long-
term returns and volatility of those returns for 
different dividend strategies – the results of which 
are in the table below. 

NDR are recognised for their historical dataset and 
quality of research analysis. It can be seen that 

investing in businesses growing their dividends 
provided 9.3% per annum return with a standard 
deviation of 17.5%. However, using  five year 
growers as a closer proxy for our strategy provided 
returns of 10.1% with standard deviation of 16.5%. 

The long-term outcome for investors in sustainable 
dividend growth was shown by this study to provide 
both the best risk/return trade-off from a range of 
alternative dividend strategies and a better result 
than the index, MSCI World.

Dundas took this result to be confirmation of our 
core investment philosophy and stewardship of 
our clients’ assets. We intend to undertake a similar 
study again in the coming years. 

Sources: Ned Davis Research, MSCI. Past performance is not an indicator of future performance.

SUSTAINABLE DIVIDEND GROWTH RESEARCH

Analysis from NDR for the period 31st December 1998 to 31st December 2021, shows MSCI World Index cohorts 
in terms of total return and the subsequent one year total return. 

Dividend Policy Group Annualised Percentage 
Total Return (%)

Annualised Standard  
Deviation of Monthly  

Returns (%)
Sharpe Ratio

5-Year Growers 10.1 16.5 0.5

Growers 9.3 17.5 0.4

Payers 8.9 18.0 0.4

MSCI %s Equal-Weighted Total Return Index 8.7 18.8 0.4

Non-Changers 7.7 17.7 0.3

Non-Payers 7.4 24.6 0.2

Cutters 6.6 22.4 0.2
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VALUE FOR INVESTORS

Providing our services for equitable fees is one 
of the firm’s founding principles. We believe 
investment management fees can be a potential 
source of conflict with clients’ best interests. 

In the UK, the ACD of the Heriot Global Fund is 
asked by the FCA to provide an annual independent 
assessment covering relevant value metrics with 
the aim of strengthening the pre-existing duty of 
care and acting in investors' best interests. 2020 
was the first year of this evaluation.

The ACD’s governance committee concludes 
whether or not the fund has delivered value to 
clients during the 12 month period by analysing 
cost, services and performance and engaging with 
us as the fund’s investment adviser and sponsor. 
The results of this assessment provide good 
external assurance of effective stewardship.

To the year ended 31 May 2021, the fund was 
deemed satisfactory across the seven criteria set.

The ACD concluded that the fund delivered overall 
value to investors over the period. With respect to 
the charges on the fund, these were competitive 
relative to peers. It was noted that the overall 
ongoing charges figure (OCF) had reduced over 
the past five years, making it one of the lowest cost 
funds of similar size within its sector. 

Going forward this assurance of value for UK clients 
will cover both funds under the Heriot Investment 
Funds umbrella. 
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IMPLEMENTING & 
MONITORING POLICIES

As part of our regulatory obligations, we continually 
monitor and review our compliance policies. Each 
policy is reviewed at least annually to ensure we 
meet the requirements and expectations of our 
regulators. 

For example, our Proxy Voting and Engagement 
Policy is ratified through the Investment Committee 
and presented to the Board. As a part of this policy, 
our proxy advisor’s benchmark policy considers 
all relevant laws, customs and best practice codes 
of each market and region in which we vote. Any 
planned changes to this policy for the current and 
future voting seasons are reviewed at least annually. 

During the year the firm’s Sustainable Investment 
Policy was updated to meet industry best practice, 
enhancing disclosure around ESG data use, client 
reporting and the firm’s approach to securities 
lending. 

Since 2013 Dundas has undergone a voluntary 
independent audit of its compliance function to 
assess the effectiveness of these arrangements. 
The audit is more in depth and increases in scope 
each year to reflect the changing priorities of the 
firm’s regulatory obligations in the markets in which 
we operate. The audit aims to identify any areas of 
potential compliance risk, gaps, or weakness, and 
to test the firm’s understanding of its compliance 
requirements. 

It was noted that the ongoing monitoring of 
regulation and the firm’s policies could be more 
efficient and managing the compliance monitoring 
programme within a system would reduce key 
person risk. As a result of this, the firm brought on 
a consultant in Q4 to support a tender process for 
a compliance platform, with the supplier selection 
and platform implementation planned for early 
2022.  

Financial Conduct 
Authority (UK)

CFA Institute

Compliance Manual

The central store for 
policies & principles

Australian Securities & 
Investments Commission

Financial Reporting 
Council (UK)

Securities & Exchange 
Commission (USA)

PRI & UK  
Stewardship Code

Client IMA

REGULATORS GUIDELINES

Code of Ethics 
Document

INTERNAL

POLICY FRAMEWORK



PURPOSE & GOVERNANCEDUNDAS GLOBAL INVESTORS

34

STEWARDSHIP REPORTING 
& ASSESSMENT

Dundas has been a signatory to the PRI since 2012. 
The evolving signatory expectations have been 
fundamental in developing our sustainability and 
stewardship policies, as outlined in Evolution of 
Stewardship at Dundas. The firm is committed to 
transparency, and we pride ourselves on effective 
communication and collaboration with clients. 

The annual PRI reporting cycle provides 
accountability for signatories, standardised 
reporting, and a process for signatories to develop 
their responsible investing approach1. Over the 
years our involvement has ensured consistent, 
clear, and measurable reporting for our clients and 
prospects. Assessment includes our disclosures, 
internal processes for ESG integration and active 
ownership, and the level of review and assurance 
given to our reporting.

Enhanced disclosure has been achieved both via the 
public report and through ongoing enhancements 
to our disclosures in client reporting and online. The 
PRI assessment methodology provides checks on 
these disclosures, ensuring they are fair, balanced, 
and understandable. 

We review our assessment versus industry peers 
and changes year on year as detailed in ESG 
Performance & Reporting. Feedback in the 2016-17 
reporting cycle led us to develop an Engagement 
Policy disclosed to clients. This prepared us well for 
SRD II requirements and the policy was combined 
with our Proxy Voting Policy then published on our 
website in 2019. 

Most recently we improved our ESG integration 
approach and communication with clients and the 
public by producing an annual disclosure of full 
proxy voting records on our website since 2018 
and addressing ESG in our client reporting.

During the 2020-21 reporting period the PRI 
launched a new report format, assessment 
methodology and platform for report submission. 
Issues with the latter meant we and other PRI 
signatories were unable to access and share our 
annual report and assessment. Due to this the 
PRI advised that the next reporting window for 
signatories was delayed until early 2023. 

In the year Dundas sought to become a signatory 
to the UK Stewardship Code. We produced a report 
with discernible overlap in the PRI’s ESG integration 
and active ownership content as part of a holistic 
view of our approach to stewardship.

Our Stewardship Report allowed us to manage both 
the loss of a key assessor in the PRI and a sudden 
lack of reporting for our clients and the public. 
The report provides important information on our 
stewardship processes, actions, and outcomes 
with the added benefit of a new set of standards to 
apply alongside the PRI’s six principles. 

1Source: United Nations Principles for Responsible Investment. 

https://www.unpri.org/reporting-and-assessment/the-reporting-process/3057.article
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5 GLOBES
Heriot Global  

Fund

ESG PERFORMANCE 

MORNINGSTAR’S SUSTAINABILITY 
RATING

Measures financially material ESG risks in funds 
relative to a peer group. Using Sustainalytics 
ESG Risk Ratings, Morningstar score fund 
holdings on a trailing 12 month basis and assign 
an overall rating from Low to High (five being 
the highest) relative to its Morningstar Global 
Category. 

The rating is a good indicator of how funds are 
managing risks associated with sustainability.

MSCI ESG RATINGS 

Assesses companies’ resilience to long-term, 
industry-specific ESG risks and opportunities. 
Company-level ratings range from CCC to AAA 
and fall into three categories, Laggard, Average 
and Leader1. 

An asset-weighted rating provides insights into 
ESG characteristics of portfolios.

PRI REPORTING SCORECARD

1Source: MSCI ESG Ratings, 
Morningstar and MSCI ratings as at 31st December 2021. PRI Reporting Scorecard relates to the 2020 reporting cycle.
Certain information ©2021 MSCI ESG Research LLC. Reproduced by permission.

5 GLOBES
Apostle Dundas 

Global Equity Fund

AAA
 Dundas  
Global  

Strategy

AAA
Dundas 

International 
Strategy

AAA
Dundas 

International  
ADR Strategy

Module Name Score

Strategy & Governance A

Direct & Active Ownership Modules

Listed Equity - Incorporation A+

Listed Equity - Active Ownership A

A

B

A

Dundas score Median score

https://www.msci.com/our-solutions/esg-investing/esg-ratings


1. Dundas Global Investors claims compliance with the Global 
Investment Performance Standards (GIPS®). GIPS® is a registered 
trademark of CFA Institute. CFA Institute does not endorse or 
promote this organization, nor does it warrant the accuracy or 
quality of the content contained herein.

2. The firm’s GIPS compliant performance information is available by 
contacting performance@dundasglobal.com .

3. For the purposes of GIPS the Firm is defined as an independent 
investment management firm authorised and regulated in the 
United Kingdom by the Financial Conduct Authority. Dundas 
Global Investors manage equity portfolios on behalf of institutional 
investors, with total assets under management of US$2.3 billion as 
at 31 December 2021.

4. The Dundas Global Equity Growth Composite includes all fee-
paying, fully discretionary accounts which invest in global equities 

with the goal of delivering long term capital and dividend growth. A 
typical portfolio will consist of approximately 60 – 100 companies 
with a market capitalisation greater than $2bn, which demonstrate 
sustainable cash generation that can fund both business expansion 
and dividend increases.

5. The benchmark for the composite is the MSCI All Country World 
Index. The MSCI ACWI captures large and mid-cap representation 
across 23 Developed Market and 24 Emerging Market countries. 
With around 3,000 constituents, the index covers approximately 
85% of the global investable equity opportunity set

6. The composite prohibits the use of leverage, derivatives or short 
positions.

7.  Returns are presented gross of fees.

1. Dundas Global Investors claims compliance with the Global 
Investment Performance Standards (GIPS®). GIPS® is a registered 
trademark of CFA Institute. CFA Institute does not endorse or 
promote this organization, nor does it warrant the accuracy or 
quality of the content contained herein.

2. The firm’s GIPS compliant performance information is available by 
contacting performance@dundasglobal.com .

3. For the purposes of GIPS the Firm is defined as an independent 
investment management firm authorised and regulated in the 
United Kingdom by the Financial Conduct Authority. Dundas 
Global Investors manage equity portfolios on behalf of institutional 
investors, with total assets under management of US$2.3 billion as 
at 31 December 2021.

4. The Dundas International Equity Growth Composite includes all 
fee-paying, fully discretionary accounts which invest in international 

equities with the goal of delivering long term capital and dividend 
growth. A typical portfolio will consist of approximately 35 – 50 
companies with a market capitalisation greater than $2bn, which 
demonstrate sustainable cash generation that can fund both 
business expansion and dividend increases.

5. The benchmark for the composite is the MSCI EAFE + Canada Index. 
The MSCI EAFE + Canada Index is an equity index which captures 
large and mid-cap representation across Developed Markets 
countries around the world including Canada. With around 1,000 
constituents, the index covers approximately 85% of the free float-
adjusted market capitalization in each country.

6. The composite prohibits the use of leverage, derivatives or short 
positions.

7. Returns are presented gross of fees.

GLOBAL 1 YEAR 3 YEARS (P.A.) 5 YEARS (P.A.)

Dundas Global Equity Growth Composite 25.2 26.7 19.9

MSCI ACWI 18.5 20.4 14.4

Inception date: 1st September 2012 Reporting currency: USD

All data as at 31st December 2021.

INTERNATIONAL 1 YEAR 3 YEARS (P.A.) 5 YEARS (P.A.)

Dundas International Equity Growth Composite 21.4 23.6 17.2

MSCI EAFE + Canada 12.6 14.1 9.6

Inception date: 1st June 2016 Reporting currency: USD
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An ongoing measure of our stewardship is the investment performance of our composites. Performance is 
reviewed on a quarterly basis by the Investment Committee, forming part of our internal assurance of effective 
stewardship of client assets.



INVESTMENT 
APPROACH

PRINCIPLES 6 - 8UK STEWARDSHIP CODE
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CLIENT BASE

Our clients are all long-term investors with an 
investment horizon of five years and more. 
Sustained dividend growth is found in companies 
with business strategies which evolve over time. 
Therefore, an investment strategy designed to 
deliver dividend growth is in the realm of patient, 
long-term investors who understand that to buy and 
hold stocks has benefits beyond the minimisation 
of trading costs.

Our investment philosophy is corroborated by 
decades of data and research which we frequently 
share with clients. One example is a study conducted 
by MSCI in 2016 which found that as the investment 
horizon increases, the valuation component of 
total returns declines, with the combined dividend 
growth and dividend yield components generating 
more than 90% of total equity returns over 20 
years1. Another example from NDR is detailed in 
Review & Assurance.

Our client base varies across the different 
geographies where we do business. In the UK we 
manage assets for wealth managers, Independent 
Financial Advisers (IFAs), High Net Worth individuals 
(HNWIs), family offices, charities, members of 
the firm and their family, invested in the Heriot 
Investment Funds. In the USA we manage assets 
for public pension plans via Separately Managed 
Accounts (SMAs) and provide advisory services to 
wealth management platforms. In Australia and 
New Zealand, most of our clients are institutional 
and wholesale, including superannuation, charities, 
and family offices, invested in the Apostle Dundas 
Global Equity Fund.

The portfolios we manage all follow the firm’s 
common investment strategy. This means any one 
client will be invested in some or all the stocks 
held in our global equity models. While some may 
request variations in the way that we implement 
the investment strategy or apply restrictions on 
the investment universe, every portfolio must still 
derive investments from these models.

Data as at 31st December 2021.
1Source: MSCI 2016 study of long-term return on behalf of the Norwegian Ministry of Finance.

CLIENTS & COMMUNICATION

REGION

AUM SPLIT 2021

47%

37%

16%

Australia & New Zealand
USA
UK

CLIENT TYPE

74%

26%

Institutional
Wealth/Financial Advisers
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CLIENT POLICIES

Client requirements are formally expressed via the 
Investment Management Agreement (IMA). The IMA 
sets out investment objectives and specific client 
requests, often through the use of exclusion lists.

Client restrictions and guidelines are electronically 
implemented into our portfolio management 
and trading system using either blocks, specific 
targets or ranges that the portfolio is managed to. 
Ongoing monitoring of guidelines is required as 
changes are made to restricted lists, including the 
implementation of government sanctions. During 
the year this included specific US-China bans.

Clients typically carry out due diligence through a 
variety of means. Pre-pandemic this often occurred 
via a visit to the office typically focused on the 
operational aspects of the firm involving interviews 
with Compliance, Trading and Operational staff. 

During the pandemic, due diligence has been 
conducted over video conference, supported 
by annual due diligence documentation that 
we provide. Clients also rely on external formal 
assurances provided by audit firms and standard 
setting bodies. These are detailed in Review & 
Assurance.

OVERSIGHT

Our Head of Client & Marketing oversees client 
relations, reports on feedback and proactively 
manages client requirements, all of which is 
reviewed formally by the Business Development 
Committee. With the increasing complexity and 
size of our client base, the Committee decided to 
augment our client administration, oversight, and 
engagement. 

In 2020, the firm implemented a new Customer 
Relationship Management (CRM) system, Microsoft 
Dynamics 365. We invested in bespoke functionality 
which allows us to log and track all reporting and 
marketing materials. 

Over the past year this system has enabled us to 
centralise client data improving how we monitor 
interactions and capture client feedback. We 
continue to look for ways to optimise our client 
reporting and management processes using 
Dynamics 365, with a focus on content distribution 
and team information sharing.

The Client & Marketing Team is responsible for the 
ongoing development of materials, the efficiency of 
our reporting process and incorporating feedback. 

Over the past year we improved the quality 
and consistency of our investment materials by 
standardising our quarterly reports. We also began 
including ESG metrics in our quarterly client reports 
along with details on engagements. 
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CASE STUDY: REINVESTMENT WEBINARS

The importance of reinvestment is at the core of sustainable total returns and is a tenet of our investment 
philosophy. This webinar focused largely on capital expenditure (capex) and research & development 
(R&D). 

Aimed at our current investors, we explained reinvestment decisions made by companies 
throughout the MSCI ACWI. We outlined the importance of pay-out ratios, a key metric utilised by 
Dundas. This webinar was available to our UK clients and prospects and was accredited with CPD.  

We showed that companies have a decision to make on how they deploy annual profits. 

• Distribute back to shareholders via dividends or buying back shares.

• Reinvest via capex, strategic acquisition or R&D. 

We described ten year trends of global capex and R&D deployed by sector, showing the relationship 
between this reinvestment and long-term total returns with a worked example of portfolio holding, 
Lonza. Finally, we highlighted fundamental metrics for our Global Equity Growth Strategy and why we 
invest in companies with higher R&D budgets than the index.

CLIENT ENGAGEMENT

The long-term nature of our investment strategy 
means that our communication with clients evolves 
over a number of years. 

Frequent two-way communication is vital for us 
to understand client expectations and respond  
appropriately. This ongoing dialogue also presents 
opportunities for open and meaningful discussions, 
prompting questions and conversations on topics, 
including stewardship.

During our 2021 webinar series we responded 
to attendee questions via a live Q&A feature. 
We welcomed feedback from both clients and 
prospects and reflected this in our content where 
apt. Similarly, we work closely with our third-party 
distributors in the UK, USA, Australia, and New 
Zealand to respond to client queries, requests for 
information and feedback. 

Based on these interactions, our Client & Marketing 
Team identified areas to expand on and points 
of interest to explore in future materials, as well 
as gaining a better understanding of particular 
requirements across different geographies.

Many of our webinars in the UK and Australia 
are accredited to provide CPD for advisers. The 
webinars are educational by nature and aim to show 
the role of fundamentals in long-term share price 
performance. We believe this aids an understanding 
of buy and hold strategies versus seeking short-
term change based on market valuation. Often 
these webinars are market focused rather than 
specifically about the funds that we manage.

Our aim is to produce content that is engaging 
and informative, therefore feedback is actively 
encouraged from our clients and prospects to 
ensure our materials remain understandable and 
insightful. 
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SUPPORT DURING COVID

Our regular face-to-face engagement with our 
clients across the world came to a halt due to 
the pandemic. From our base in Edinburgh, we 
conducted meetings in different time zones 
allowing for both continued dialogue with clients 
and an understanding of the stresses and strains 
being put on their businesses by the pandemic. 

For instance, changing regulation in Australia 
allowed individuals to access their pension 
funds early to meet hardship needs caused by 
government-imposed lockdowns. We were involved 
with a client to model the need for liquidity should 
monies need to be raised at short notice.

With in-person meetings and roadshows still limited 
due to Covid restrictions, we continued to focus on 
virtual communications with clients and prospects.

GLOBAL BEST PRACTICE

The global distribution of our clients means we are 
subject to different regulations and requirements. 
Rather than adopt a patchwork of rules across 
different markets, we aim to adopt the most 
rigorous test applied in one country to the others 
at the same time, allowing us to incorporate client 
obligations early and retain the absolute minimum 
of differences between client portfolios, regardless 
of domicile.

A recent example is the focus on modern slavery 
risks in business operations and supply chains in 
Australia following the Modern Slavery Act 2018. The 
Act is unique in that it requires annual reporting by 
companies, including one of our Australian clients 
and their consultant. Reporting focuses on the 
risk of modern slavery amongst both investment 
managers’ operations and investment portfolios. 

During the year we received questionnaires on our 
approach to managing modern slavery risks in the 
investments we make on our client’s behalf. After 
our response, we found that similar questions were 
being raised by our US clients and believe this will 
be a topic of focus for our UK clients in future. 

In the UK, our firm does not meet all criteria that 
require disclosure of a policy statement. However, 
our Australian clients do require much of the 
information that would go into making such a 
statement. As a result, we are reviewing the option 
of voluntarily disclosing an annual Modern Slavery 
Statement in line with requirements for larger UK 
firms.
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INSIGHTS FOR CLIENTS

We are accountable to our clients and their 
advisers to report on our stewardship activities. We 
communicate regularly with clients and prospects 
across various channels and produce a range of 
materials outlined below.

The Investment Team, including Portfolio Managers, 
continue to work closely with the Client & Marketing 
Team to report on ESG integration and analysis. 
The Investment Team are available to meet with 
clients and are frequently involved in client calls 
and webinars.

Dundas is reflective in nature, taking nothing for 
granted. We conduct self-studies on all aspects of 
our team, philosophy, market practice and process. 
The studies are often shared with our clients 
either through quarterly updates, white papers or 
webinars. 

• Factsheets - Monthly fund update with 
performance data, portfolio breakdown, 
dividend & stock commentary.

• Quarterly reports - Provides clients 
with a summary of the quarter, including 
a firm update, performance analysis, 
portfolio updates and ESG and carbon 
metrics.

• Strategy updates - Quarterly updates 
for each strategy, including performance 
analysis and portfolio information.

• Scheduled questionnaires - Client 
mandated requests for portfolio/
performance metrics/analytics; along 
with client specific commentary.

• Ad hoc questionnaires - We frequently 
provide information to clients via 
questionnaires covering topics such as 
sustainability, DEI and modern slavery.

• Webinars - Regular webinars on various 
topics followed by Q&A sessions.

• Website - Our policies related to 
stewardship and latest Proxy Voting 
disclosure are published on our website.

• Documents. We produce various papers 
relating to stewardship including our PRI 
report, Stewardship Report, IR Treasure 
Trove articles and white papers.

CLIENT MATERIALS
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CASE STUDY: DIVIDEND ANALYSIS

Covid was an unwelcome but effective test of a new systemic risk sweeping across global equity markets. 
While private equity, corporate debt and unquoted investments proved difficult to both value and trade 
during periods of the pandemic, large capitalisation global equity markets functioned well. Dundas was 
comfortable that client investments have been invested appropriately and aligned with their long-term 
objectives.

The past two years showed that our portfolios were well protected from exogenous shocks. The table 
below shows that our Global Equity Growth Strategy proved resilient from both a dividend and returns 
perspective for clients.

In March 2021 we hosted a webinar to explain the dividend landscape throughout the pandemic as 
global dividends were cut. As a dividend growth manager, we felt it was important to provide context on 
what was happening beyond the headline numbers. This webinar was available to our UK clients and 
prospects and was accredited with CPD.

The analysis described the world view by both sector and geography. Sector analysis showed that high 
dividend industries were faced with very difficult business decisions, and had chosen to cut dividends 
largely due to already high pay-out ratios. 

Regionally, US companies in aggregate had not cut dividends but had largely stopped share buy-back 
programmes to deal with challenging business conditions. Many large French companies with significant 
family ownership had also been under pressure from their government to reduce dividends as a show 
of solidarity with the French people.

2013 2014 2015 2016 2017 2018 2019 2020 2021

Total Holdings 74 74 74 77 73 78 74 75 74

Number of growth 
announcements 63 60 59 61 64 63 58 47 30

Percentage of holdings 
with dividend increase 85% 81% 80% 79% 87% 81% 78% 63% 100%

Average growth size 17% 15% 10% 11% 11% 14% 13% 9% 22%

Number of ‘no change’ 
announcements 5 4 11 9 3 5 5 9 0

Number of cuts 0 1 0 0 0 0 2 8 0
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INVESTMENT PHILOSOPHY

We have always focused on the benefits of 
companies able to grow their dividend sustainably. 
Long-term business success depends on competent 
boards with relevant experience, transparency 
on corporate and accounting practices, and 
management incentives tied to long-term goals 
that encourage sustainable business growth. 

These long-term incentives should include the 
presence of measurable non-financial targets on 
climate change – using the objectives set by the 
Paris Agreement, reported in line with industry 
standards such as the TCFD, and measured by 
recognised global frameworks like the UN’s SDGs. 

Dividend growth stocks are well governed, make 
good capital allocation decisions, and generate 
sufficient cash to fund investments that grow the 
business as well as distributing a rising dividend 
to shareholders. The SDGs are increasingly being 
accepted and applied by companies we invest in, 
which we welcome.

Our experience has shown that dividend growth 
stocks perform strongly in ESG factors. Therefore, 
taking a long-term view and investing sustainably 
are integral to our philosophy.

ALIGNED WITH THE BIGGEST FACTORS DRIVING LONG-TERM TOTAL RETURN

Dividend growth + dividend yield > 80% of long-term equity return.1

1Source: MSCI 2016 study of long-term return on behalf of the Norwegian Ministry of Finance.

SUSTAINABLE INVESTMENT

DIVIDEND GROWTH COMES FROM HIGH QUALITY COMPANIES WITH GOOD CAPITAL 
ALLOCATION

Sustainable businesses growing their revenues, profits, cash flows and dividends.

DIVIDEND GROWTH PORTFOLIOS PLAY DEFENCE WELL

High profitability, consistent re-investment, positive free cash flow, low debt levels & prudent governance are 
strong allies in tough times.

DIVIDEND DISCIPLINE = RISK CONTROL

Good capital allocation decisions require robust corporate governance.

1

2

3

4



ELIGIBLE UNIVERSE  

Stocks above $250m in market capitalisation. Typically 2,500 stocks in All Country World Index and 
6,000 in All Country World Small Cap Index.

Formal exclusions on Tobacco and Munitions. Observed through bottom-up stock research with 
rules coded in trade compliance system.

SECTOR BY SECTOR

Maximise insight and reduce bias in our research process by addressing all sectors. While utilities 
may be less likely to offer sustainable dividend growth investments, it may inform industrial or 
technology investments due to their capital allocation and innovation strategies. 

We consider exposure to industry specific ESG risks and opportunities (e.g. how might increasing 
privacy regulation impact data services stocks?).

SUSTAINABLE GROWTH

Our investment philosophy is to focus on high quality, growth companies driven by excellent 
capital allocation. By conducting thematic and sector research, digging deep into supply and 
distribution chains, we can better assess the sustainability of growth over time. This is vital given 
our long-term investment horizon. 

We manage material ESG factors and their impact on a company’s implied growth rate (DuPont 
ratio +/- valuation tailwind/headwind).

PORTFOLIO CONSTRUCTION

Candidates generated by the sift are added to the portfolio if they are accretive on key measures 
such as dividend yield, dividend growth, economic exposure (diversification) and returns on capital. 

Position sizing is based on holdings sustainable growth outlook. Portfolio monitoring 
incorporates risk assessments on ESG Ratings and Climate Change metrics. 

8,000+
Stocks

1,500+
stocks

300
stocks

60-70
stocks*

*per portfolio
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SIFTING STAGES

RESEARCH APPROACH

The Investment Team works together as generalists, 
hunting as a pack. This single team, single strategy 
approach applies across the investment process, 
including stewardship. 

We seek to utilise publicly available information to 
conduct our in-house investment research, to the 
point of not using sell-side analysis. Any additional 
resources are paid for through our P&L account. 

Sifting rather than screening is the key to our 
research process. We apply the same criteria to all 
the stocks that we research, allowing us to gather 
insights from the businesses we invest in and those 

we avoid. We forecast growth rates and an implied 
return over five years or more. 

Our objective is to sift out weaker companies — 
those challenged by poor financials, excess debt 
and whose prospects are not convincing. Those 
which make it through the initial sift are subject 
to more rigorous analysis and form the Dundas 
Mosaic; a research library of over 1,500 stocks. 

All portfolios managed by Dundas are constructed 
from our global equity models, one of large-cap 
stocks and the other focused on smaller companies. 
Together these consist of around 140 holdings, 
less than 2% of the universe of roughly 8,500 listed 
equities.
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ESG INTEGRATION

ESG factors are identified and managed through 
our stock research and monitoring programme, 
addressed at regular Investment Team meetings, 
and reviewed by the Investment Committee.

Improvements over time have allowed our 
Investment Team to conduct better informed, 
consistent, and in-depth ESG analysis. This analysis 
is supported by data and research from MSCI ESG. 

These datasets are particularly valuable for 
assessing and monitoring our stocks' exposures to 
metrics linked to climate change, including Scope 1, 
2 and 3 carbon emissions and low carbon transition 
targets. Additionally, portfolio-level analysis informs 
us of the carbon footprint, intensity, and exposure 
of any portfolio in our investment strategy.

SMALLER COMPANIES

In 2021, with the launch of the Heriot Global 
Smaller Companies Fund in the UK, we invested in 
additional ESG and carbon datasets covering the 
Fund’s benchmark, the AC World Small Cap Index. In 
doing so we assessed the quality of ESG disclosures 
between similar companies in our large-cap and 
smaller companies portfolios. 

Our expectations were that smaller companies 
would be more challenging to assess on ESG 
factors due to fewer requirements and resources 
for disclosures, reporting and investor relations. 

Looking at the market, the coverage by market 
value for the MSCI ACWI was 100% across various 
ESG metrics versus a range of 92% to 98% for the 
AC World Small Cap Index. 

Delving deeper into the ESG research we were 
pleased to see strong ESG ratings momentum in 
our smaller companies portfolio. Many of these 
ratings have risen over time by better disclosures, 
strengthened corporate governance and improved 
management processes. 

This quality was seen across several of our health 
care companies. In the hearing equipment and 
supplies industry, GN Store and Sonova are held 
in our smaller companies and large-cap portfolio 
respectively, and both are rated AA by MSCI. GN 
Store exhibits strong internal controls, with good 
board structure and pay practices. 

In veterinary pharmaceuticals, we compared 
smaller companies holdings Dechra and Vetoquinol 
to a large-cap portfolio holdings Zoetis. Dechra 
outperforms Zoetis, receiving the highest ESG 
rating by MSCI. While Vetoquinol was not covered 
by these ratings, we were encouraged by the 
company’s disclosures via its investor relations site. 

Looking at the in vitro diagnostics market, we 
compared holdings in smaller companies, 
Stratec and Diasorin, to large cap bioMerieux. 
Although both companies are rated lower than 
bioMerieux by MSCI, Stratec has increased its 
ESG rating each year for the past three years, 
driven by talent management, ethics practices and 
corporate governance. Also, Diasorin is leading its 
peers in corporate governance with good board 
composition and no overboarded directors, as well 
as exhibiting best practice for product safety and 
quality measures. 
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STOCK MONITORING & 
RESEARCH

Our perspective of the parts of the world’s economy 
which are growing and shrinking — the Dundas 
Mosaic — is built piece by piece from our individual 
company analysis. We use this context to set our 
upcoming research agenda and create scenarios 
on the demand patterns for various industries. We 
avoid biases for or against a particular industrial 
group, paying particular attention to the underlying 
economic growth drivers which link individual 
stocks together. 

As bottom-up stock pickers, allocations to 
particular industries are the result of gradual 
changes, influenced by key growth drivers like 
cloud computing, industrial automation, and AI 
in technology; demography, access to healthcare 
and chronic ailments in health care; and Asian life 
insurance and banking in financials.

Our global large-cap portfolio’s highest sector 
weightings are Information Technology, Health 
Care, and Financials, with no direct exposure to 

Energy, Real Estate or Utilities. In our global smaller 
companies portfolio, Information Technology, 
Industrials and Health Care hold the highest sector 
exposures and similarly the portfolio has no direct 
exposure to Energy, Real Estate or Utilities. 

Put simply, our monitoring programme assesses 
each stock’s ability to deliver sustainable dividend 
growth. We focus on company financials, such as 
accounting policies, key sensitivities, and risks; 
products, customers, and competitive position; 
the long-term growth drivers and demand trends 
for the industry; management’s strategy and 
governance, comparing it to past policy and 
outcomes; environmental and social practice; ESG 
risks and opportunities.

The Investment Team are in regular contact with 
the management and Investor Relations (IR) teams 
of portfolio companies, through meetings, calls, 
emails and by letter, sharing insights with the 
rest of the team and the wider firm. All company 
interactions are tracked by the team and reviewed 
through governance meetings.

Key outcomes and activities from our research and monitoring programme over the past year.

RESEARCH & MONITORING METRICS

 82
Annual  
reviews

321
New stocks  
discussed

14
Research sifts  

completed

1,500+
Stocks in the  

Dundas Mosaic

65
Company  
meetings

8 
New stocks*

9 
Full sales

137
Total firm  

holdings**

Data as at 31st December 2021. 
*excludes the initial purchase of all stocks added to the Dundas Global Equity Growth Smaller Companies portfolio at launch.
**Stocks held in the Dundas Global Equity Growth and Dundas Global Equity Growth Smaller Companies portfolios.
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FLUTTER

OVERVIEW

Our analysis leads us to industries that are growing sustainably and away from those that are not. This 
research, combined with discussion with clients on their mandated restrictions and exclusions, resulted 
in the exclusion of tobacco and munitions stocks from our investment universe in 2014. A year later, 
when assessing downside risk in our oil and gas holdings, we decided to reduce the portfolios' exposure 
to the Energy sector, completely divesting in 2019. 

We reflected on these decisions in early 2021 when reviewing Flutter Entertainment (FLTR) as a potential 
investment. FLTR is a global betting, gambling and entertainment group based in the UK. We noted 
significant potential for growth, particularly in the US market where many states have legalised sports 
betting over the past three years. In contrast to the UK and Australian business units, the US market is 
less regulated specifically on advertising of online gambling.

Throughout our discussions on FLTR, wider issues surrounding the social impacts of the gambling 
industry were raised. The concerns related primarily to problem gambling, vulnerable customers, and 
questions over gambling stocks’ customer acquisition and service developments. Our analysis begged 
the questions, what is the ‘house view’ on gambling? And which industries are to be either avoided or 
excluded formally from our investment universe? 

OUTCOME – STOCK AVOIDED

As a result, we took the decision not to invest, concluding that 
the social impact of gambling, like tobacco, could ultimately 
attract more regulation, scrutiny, and taxation, reducing 
profitability and growth in the long term. We believe a 
strategy of investing for sustainable dividend growth avoids 
unsustainable industries while providing valuable context to 
our Dundas Mosaic. However, certain industries are unlikely 
to ever be investible and as such, the Investment Committee 
is considering adding gambling as a formal exclusion. 

Certain information © 2021 MSCI ESG Research LLC. Reproduced by permission.

ESG INTEGRATION CASE STUDIES
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RECKITT

OVERVIEW

Reckitt Benckiser (RKT) is one of the world’s largest consumer goods businesses with a broad portfolio 
of brands and we have been investors for over eight years. A stock review completed in 2020 outlined 
the company’s potential while raising persistent ESG issues, leading us to engage with management.

During his tenure as CEO, Rakesh Kapoor oversaw several events which we would argue led to impaired 
shareholder value, costing the company both financially and reputationally. Beyond the financial 
implications, two of these events had far-reaching social impacts and called into question Kapoor’s 
ability to steer the company through troubled waters towards long-term, sustainable business success.

At least $6.9bn in shareholder value was destroyed through the poor execution of the Mead Johnson 
acquisition and the mis-selling of the opioid addiction medicine.  Further to this, the delayed response of 
management in taking responsibility for the company’s role in the illness and deaths relating to the sale 
of an Oxy RB product was shameful, not to mention the hundreds of millions of dollars’ worth of losses 
from ongoing claims and investigations.  

With the arrival of a new CEO, we decided to engage but had little success. We followed up with RKT 
several times and continued to monitor the stock, considering alternative methods of communication 
including raising ESG issues during calls or meetings with IR. At the same time, more information around 
the CEO’s business strategy was revealed. 

OUTCOME – STOCK SOLD

When the stock was reviewed again in 2021, we concluded we were fully supportive of the new CEO and 
his plan to turn the business around – go back to basics – reinvest to grow, focus on product innovation 
which was once best in class at RKT. However, given the high margin structure of the business, we 
believed RKT would only deliver mid-single digit revenue 
and profit growth, and therefore dividend growth over the 
long term, which does not meet the threshold for portfolio 
inclusion. 

Despite improved corporate governance, it was ultimately 
the diminishing financial performance which led us to sell 
our holding in full. 

Certain information © 2021 MSCI ESG Research LLC. Reproduced by permission.
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HEXAGON

OVERVIEW

Hexagon (HEXAB) is a Swedish technology group with a diverse range of industrial products and services 
linked by the common themes of measurement and location, design, and visualisation. Its products 
support factory automation, surveying, mining, and other industries where efficiency can be increased 
via digital services.  

We first invested in early 2016 and sold in 2017 after strong stock performance, motivated partly by 
concerns about governance and partly the company’s long-term growth prospects. Governance issues 
related to the CEO, who was previously charged and subsequently found not guilty of insider dealing in 
the Swedish courts. Since then, our research into wider industrial and metrology businesses confirmed 
increasing demand for the products and services HEXAB offers.

HEXAB is aiming to knit together data capture/processing systems required to run ‘autonomous 
everything’ – boosting efficiency, productivity, quality, safety whilst lowering cost waste across smart 
cars, smart mines, smart factories, and smart cities. We noted the company’s business units operate 
with a lot of autonomy, with the head office focused on capital allocation, acquisitions, and strategy. 

OUTCOME – STOCK BOUGHT

With growth prospects for HEXAB improving considerably, 
we decided to buy the stock in early 2021. Concerns around 
leadership have eased although issues with the Board’s 
independence and overboarding were highlighted in our 
review in advance of the 2021 AGM. Further, ESG analysis 
flagged risks relating to sourcing of materials. Monitoring of 
these risks continues while future company interactions will 
be used to encourage better corporate governance. 

BBB
A

BBB BBB

2018 2019 2020 2021

MSCI ESG Ratings

Certain information © 2021 MSCI ESG Research LLC. Reproduced by permission.
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EQUIFAX

OVERVIEW

Equifax (EFX) is a global data, analytics and technology company which provides information solutions 
for businesses, governments, and consumers as well as employment services for employers. Its services 
are based on comprehensive databases of consumer and business information derived from numerous 
sources (credit, financials assets, telco & utility bills) and the use of proprietary software to analyse 
the data and provide customised insights for clients. It generates revenue predominantly through a 
transaction- or subscription-based model.  

The infamous EFX data breach in 2017 appears to have been a pivotal moment for the business. 
Since the controversy, where a breach in EFX systems allowed hackers to access files affecting up to 
146 million consumers, several executives have stepped down, the company has paid out over $700 
million in settlements, and spending on security data enhancements has significantly improved its data 
protection.

The new management team increased capital expenditure across the business, to not only increase 
data security but move the business to the cloud. This technological advancement has enabled the 
company to increase efficiency, productivity, and functionality, reduce cost and improve competitive 
positioning. EFX’s workforce solutions business, which verifies the income and employment status of US 
citizens, is a major growth driver as it has differentiated data at a scale that peers don’t have and cannot 
easily replicate. 

OUTCOME – STOCK BOUGHT

We bought the stock in Q4 2021. We saw the business strategy 
was clearly working with impressive growth resulting from 
differentiated data, cloud transformation and new product 
development delivering 8% of revenue in the last 3 years. 
While executive oversight is in line with industry best practice, 
EFX still has room to improve and continues to strengthen its 
data security systems. 

CCC

BB BB
BBB

2018 2019 2020 2021

MSCI ESG Ratings

Certain information © 2021 MSCI ESG Research LLC. Reproduced by permission.
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MONITORING INFRASTRUCTURE

Our ability to provide clients with secure and 
seamless service depends on the vendors we have 
in place and the suppliers we choose to partner 
with. The Operations Committee is responsible for 
reviewing and maintaining the approach to third 
party risk management.

Due diligence is completed before a contract 
is signed to assess the strategic alignment and 
capabilities of the supplier and the risks to which it 
might expose the firm. The Operations Committee 
will ensure that for Tier 1 risk suppliers, supplier 
concentration risks are periodically reviewed and 
recorded within our Risk Register.

The committee’s remit is to own the delivery of 
the Operating Model covering corporate strategy, 
policy and principles, processes, technology and 
data, corporate governance, and job roles. 

Key areas for monitoring and discussion include 
Operational Risk Management, Business Risk, and 
IT project governance. The committee reviews the 
firm’s operational risk capability on a quarterly 
basis.

Our Head of Operations and IT is accountable for 
the overall risk posed to the firm by third party 
vendors while the firms’ Partners are considered 
Vendor Champions of specific suppliers. Each 
Vendor Champion ensures that due diligence is 
carried out periodically and documented either 
at governance committee level or as befits the 
supplier’s importance to the firm. 

For all Tier 1 suppliers, due diligence is updated 
at least annually. For Tier 2 and 3 suppliers, due 
diligence is carried out at contract renewal as 
appropriate. The committee reviews the due 
diligence carried out by Vendor Champions to 
ensure any and all risks are identified, assessed, 
and managed through the effective implementation 
of key controls.

At all times, we exercise due skill, care and diligence 
when entering or terminating an outsourcing 
arrangement. With this in mind, we follow a due 
diligence process and undertake reviews at regular 
intervals thereafter. Following reviews in 2021, we 
felt all services provided were as expected with two 
exceptions, detailed below.

SERVICE PROVIDERS

Third-party suppliers are categorised into 
three tiers:

TIER 1  

Business critical vendor requiring high due 
diligence and governance.

TIER 2 

An important supplier to the firm requiring 
moderate due diligence and governance

TIER 3 

Supplier doesn’t provide services critical or 
key to the firm’s operations but where we 
have signed a service contract.
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TIER 2 VENDOR

We started working with a new supplier in early 2019 following changing regulatory requirements in 
one of the firm’s key markets. We chose to work with this supplier through recommendation and their 
experience working with international firms like Dundas. 

The contract was lengthy and took a total of 12 months to complete. Throughout that time, we felt that 
communication could have been better, responses and requests actioned in a timelier manner. The firm 
has carefully selected providers to support the compliance function and it is vital we work with providers 
who give us the service we expect. 

Following completion of the initial contract in Spring 2021, we decided not to sign on for ongoing support 
services and disengaged with the supplier. 

TIER 1 VENDOR

We engaged with a supplier of core functionality in the firm’s dealing process with the aim of ‘future 
proofing’ the function as our dealing requirements became more complex with additional clients and 
investment products.

After struggling to get part of the system to work as we would have expected it to, we undertook 
additional testing in December 2020. It became apparent that there was a fault within the system and 
that this was not functioning as expected. This was immediately raised with the appropriate contacts at 
the supplier and logged as a risk in our risk register.

Follow up meetings were conducted in the first half of 2021 to fully understand and acknowledge the 
issue, with consideration given to mitigation until a fix could be introduced into the environment. The 
supplier admitted liability and began working on a fix and, once this was in place, further testing was 
done internally to confirm the system was working as expected. This was a clear case of paying for a 
service that is failing to provide the full level of functionality expected. As such, discussions around 
financial compensation began in Q4 2021. 
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STEWARDSHIP SERVICE 
PROVIDERS

Dundas monitor and hold to account service 
providers through the Investment Committee with 
respect to proxy voting, investment and ESG data 
providers. Other service providers are overseen by 
the Operations Committee including custodians, 
systems providers, and software services. The 
firm invests around 12% of revenue per annum in 
IT, to provide the systems architecture necessary 
to enable the firm to efficiently scale as business 
expands.

PROXY VOTING

In 2014 we employed the services of ISS to support 
the processing and management portions of 
the proxy process. ISS receive the proxy ballots, 
execute votes, and maintain voting records. The 
ProxyExchange system provides comprehensive 
reports on all votes cast, with metrics for ongoing 
monitoring and client reporting such as unvoted 
meetings, votes against policy, and votes against 
management.

ISS carry out daily audits, detailed vote reconciliation 
and automated, end-of-day production checks 
to ensure all votes are executed accurately. 
Discrepancies are reported to us and highlighted 
by regular internal reviews, discussed by the 
Investment Committee and if necessary, reviewed 
by the Compliance Committee. The role of ISS is 
reviewed and assessed annually by the Investment 
Committee, with no issues reported during the 
year.

ESG RESEARCH & RATINGS

Dundas leverages MSCI ESG for their research 
and ratings, designed to measure a company’s 
resilience to material, industry specific ESG risks. 
MSCI use a rules-based methodology to identify 
industry leaders and laggards according to their 
exposure to ESG risks and opportunities, and how 
well they manage those risks relative to peers. 

The process of selecting an ESG data provider 
required reviews of several candidates to 
understand methodology, sources of data, and 
opinions on material ESG risks and opportunities.

The decision to partner with MSCI came down to the 
methodology and alignment with our investment 
philosophy. We are generally in agreement with the 
ESG factors identified by MSCI as investment risks 
and opportunities. 

It is at the discretion of the Investment Team 
to incorporate any risk or opportunity into the 
investment thesis, where this contributes to the 
projected dividend growth and implied sustainable 
growth rate of a company. 

In advance of the launch of the Heriot Global 
Smaller Companies Fund, we increased our data 
subscription to cover the full ACWI IMI universe, 
ensuring ESG analysis was supported for stock 
monitoring in both our large-cap and smaller 
companies global models. 
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FINANCIAL ANALYSIS

We undertake all our own research on company 
financials, industry context and management 
strategy using not only IR materials and company 
interaction but external data and information 
providers to corroborate, scrutinise and triangulate 
research. 

With the Investment Team predominantly working 
remotely over the past two years, we increased 
accessibility to financial analysis data through 
subscriptions to FactSet’s investment management 
solution on top of our existing software. 

Doubling our spending on data provided 
complementary material on both industry and ESG 
metrics to those already available to us, helping to 
obtain a more rounded perspective on the many 
facets of stewardship.

Our collegial approach demands that all eyes have 
assessed and interrogated the financial data of a 
company prior to investing. Anomalies, outliers and 
inaccuracies across data providers and sources 
of information are examined and queried. Where 
questions remain, we go back to a company’s 
source documents, its own financial reports, to 
clarify. 

Variances do sometimes exist between the data 
from our service providers. For example, the gross 
margin of a Swiss company differed between our 
two data providers by a margin of ~50%; we queried 
the discrepancy and were satisfied that it was due 
to the service providers’ calculation methodologies. 
The difference was further validated by referring 
back to the company’s financial reports.

Improvements to our technology usage and 
stewardship approach will come from integrating 
these data, ensuring all team members have access 
to one view rather than multiple service provider 
platforms. 

As a part of improving data access in 2021, we 
worked with our service providers to set up a feed 
of ESG metrics and ratings to FactSet. Work in 2022 
will continue to link these data to the Grid, our 
proprietary financial analysis system. 



PRINCIPLES 9 - 12UK STEWARDSHIP CODE

ACTIVE  
OWNERSHIP
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ACTIVE OWNERSHIP

ENGAGEMENT & ESCALATION

We are stewards of our clients’ assets. This means 
monitoring portfolio holdings, engaging on ESG 
issues, and voting proxies to guide companies 
towards better practices.

Our investment process sifts out over 98% of the 
investable universe. For the companies that make 
up our portfolios, we maintain contact over the 
term of the investment. 

Dialogue with the companies in which we are 
invested is a key component of the investment 
process. We invest in global equities only and follow 
the same process for engagement and escalation 
across geographies.

We prefer to embed engagement into our 
monitoring process rather than take a top-
down approach. In our experience, the strong 
governance exhibited by sustainable dividend 
growth companies mitigates many ESG risks. When 
issues do occur, we conduct targeted engagements 
and prioritise issues deemed as a potential risk to 
the company’s long-term outlook.

Concerns relating to ESG issues are typically raised 
with the Chair of the Board and/ or chairs of relevant 
sub-committees. Issues on company strategy or 
financials are typically raised with the executive 
team. We aim to engage with portfolio companies 
first before deciding to escalate our stewardship 
activities. This was the case with PPG, described in 
Engagement & Escalation Case Studies.

We invest in global businesses meaning a visit to 
Head Office does not provide much insight to the 
day-to-day operations. In today’s world, companies 
are much more transparent, publishing significant 

volumes of information online. So, follow up calls 
with management or IR, written communication 
or in-person meetings are our core methods of 
engagement. In 2021 we spoke with 59 companies 
via calls, virtual meetings and by email, driven by our 
stock research agenda and monitoring programme.

Typically, issues will be flagged during the stock or 
AGM review, discussed by the team, and brought to 
the Investment Committee for a decision. Similarly, 
updates on ongoing engagements and potential 
escalations are provided in this setting. 

Engagements may be driven by controversies 
arising outside of this monitoring programme, in 
which case we follow the same process of team 
decision making. This occurred during 2021 with 
the Activision Blizzard controversy, detailed in 
Engagement & Escalation Case Studies.

Methods of escalation come down to the materiality 
of the ESG risk. Our dialogue with companies is 
then used by the Investment Team in deciding 
which stocks are bought, held, or sold.

Methods of escalation include:

Voting against director re-election

Voting against the say-on-pay 
proposals

Voting for shareholder proposals

Collaborating with industry initiatives

Divestment or a reduction in our 
shareholding



Certain information ©2021 MSCI ESG Research LLC. Reproduced by permission.

INVESTMENT APPROACHDUNDAS GLOBAL INVESTORS

58

ENGAGEMENT & ESCALATION CASE STUDIES

KEYSIGHT 

Keysight Technologies (KEYS) designs, manufactures, and sells hardware, software and services 
used by technology engineers. The US-listed industry leader was added to our large cap portfolios 
in November 2020 with the investment case based on significant growth opportunities including 5G, 
next-gen automatic, defence and quantum computing. KEYS does not currently pay a dividend despite 
consistently strong free cash flow and a business model which strongly supports the case of a rising 
dividend. 

We believe the growing share of software sales as well as a large installed base could produce sales that 
are 65% recurring in nature. The company also returns significant sums of capital to shareholders via 
share buybacks. Redirecting some of this capital to a dividend, while maintaining profitable reinvestment 
as the first call on capital, would not only signal a long-term commitment to shareholders but sustained 
business success to all stakeholders. 

OUTCOMES

In January 2021 we engaged with the Treasurer and IR to encourage the initiation of a progressive 
dividend policy. Our engagement outlined the merits of sustainable dividend growth in driving long-
term performance and the reasons why KEYS could and should initiate a progressive dividend policy, 
views which were shared with the CEO and CFO. 

The company response defined the current capital allocation 
plan and helped us reach a common understanding on the 
priorities of the business. Management acknowledge that the 
company has financial flexibility to initiate and grow a dividend 
sustainably and will consider it more closely as recovery from 
the pandemic continues. KEYS confirmed that the option of 
initiating a dividend is regularly reviewed, something which 
we continue to monitor as we go into the 2022 stock review 
cycle. 

AA AA AA AA

2018 2019 2020 2021

MSCI ESG Ratings
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PPG

OVERVIEW

We have been investors in global paints supplier PPG Industries (PPG) since early 2015. We engaged 
with PPG in 2020 on several ESG issues, namely the Board independence and tenure, overboarding 
of Directors, and concerns with the auditor. Further, while we were pleased by PPG’s commitment to 
reducing its GHG and water intensity, we felt these goals would be reached if the Pay Committee tied 
executive compensation to the company’s 2025 sustainability targets.

In response, PPG confirmed that sustainability goals are included in executives’ performance targets 
and annual performance reviews. Rather than Directors with multiple external commitments detracting 
from shareholder value, PPG believed that having serving CEOs on its Board enhances value. Similarly, it 
argued that long-tenured Directors are important, providing intimate knowledge of company operations 
and corporate philosophy. Finally, while we believe that dual CEO and Chair roles reduce accountability, 
PPG argued that this provides clear leadership. 

OUTCOMES

In our stock monitoring we considered escalating any long-standing issues by voting against 
management. PPG confirmed that three of the Board members in question would no longer be serving 
following the 2020 AGM, reducing the average tenure of 
the Board to approximately six years. The Audit Committee 
is fully independent with two new members joining at the 
2021 AGM and the overall Board composition strengthened 
as average tenure fell to five years. Of the Directors up 
for election, one was overboarded resulting in a vote 
against management. Despite its role in the fraudulent 
misstatement of PPG financials, PwC is still engaged as the 
PPG primary auditor.

BBB
A
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ACTIVISION BLIZZARD

OVERVIEW

During Q3 2021, news emerged that Activision Blizzard (ATVI) was under investigation by the SEC 
regarding the adequacy of disclosures relating to workplace sexual harassment and bullying as well as 
state and federal lawsuits regarding these incidents. 

We first engaged with ATVI via two calls with IR. The purpose of the engagement was to understand 
the fall out of this news, potential impact on the business, and nature of remedial action undertaken to 
improve governance and culture. We expressed our view that a toxic culture cannot drive sustainable 
business and dividend growth and as such it is in all stakeholder interests to make ATVI a safe and 
rewarding place to work.  

It was later announced that additional staff and resources were being added in ethics, compliance, 
and employee relations to enhance internal reporting and communication. ATVI implemented a zero-
tolerance harassment policy, waived required arbitration, and outlined plans to increase diversity of the 
workforce and foster opportunities in the industry for minority communities. While we viewed these 
changes as both necessary and material, it was clear that prior to this management’s response and 
communication had fallen short. 

There was early evidence of successful execution – where investigations found senior managers failing 
in their discharge of duties, they were removed, including the former President of ATVI. However, in 
November an article in the Wall Street Journal claimed the CEO failed to inform the Board of multiple 
instances of sexual harassment, criminal activity, and discrimination. It highlighted actions which 
perpetuated and potentially fostered a toxic culture. It also called into question personal behaviour of 
the CEO and as such his suitability as company leader. 

We continued our engagement, this time expressing concerns 
following the exit of one of the newly appointed ATVI co-
heads, Jennifer Oneal, and our request that the CEO be held 
to at least the same standards of other senior managers. We 
communicated that, given the apparent lack of oversight and 
control by the CEO spanning many years, we would welcome 
his exit.

BB
BBB BBB BBB
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OUTCOMES

Reviewing the investment thesis, we noted that ATVI’s game franchises remained robust and growing 
profitably due to continued delivery of high quality, innovative content, valued by customers. ATVI 
continues to innovate, developing a high margin, high growth in-game advertising platform for mobile 
games. Other games have the potential to become the fourth and fifth pillars of the business thanks to 
the relocation and addition of developers. In essence there is a creative spark within ATVI that is worth 
fighting for so long as the principals of equity, safety, and respect are protected.  

We highlighted that leadership has taken additional steps to drive change and be held accountable. 
A Workplace Responsibility Committee was formed consisting of two of the recently appointed Board 
members with an additional person to be added. The CEO, Chief People Officer, and Chief Compliance 
Officer will report to the Committee which will in turn brief the Board. The Committee is further 
supported by powers to retain outside independent legal counsel, and a consultant to assist in its 
work. The Committee will be mandated to develop its own KPIs to measure progress in meeting high 
standards alongside those recently announced by management. 

While we saw operational issues due to internal resource turbulence, we did not see a material, long-
term impact on the business fundamentals. As a result, we added to our investment holding in the 
fourth quarter of 2021. We took the view that improving culture takes time, requiring new processes 
and resources to realign the business to its values. ATVI is at the beginning phase of this change, and 
we continue to closely monitor the execution. We hope to soon see the proper execution of its culture 
overhaul and improved company leadership.
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COLLABORATION

Collaboration with like-minded investors can 
amplify the impact of engagement and voting for 
a boutique investment manager. This includes 
instances where we lack sufficient shareholding 
to be heard or initiate change, following multiple 
unsuccessful engagement attempts, or to raise 
awareness of ESG issues broader than at the 
company-level.

It boils down to actions that benefit our clients. 
We will initiate or support collaborations that we 
believe to be relevant to our portfolio holdings and 
investment philosophy. As bottom-up investors our 
preference has always been for individual company 
engagements on any ESG issue.

To date we have contributed to or joined 
collaborations outlined below but not yet led a 
collaboration. Instead, our focus has been on 
stock research, portfolio construction, and stock 
monitoring, which we believe delivers the most 
value to investors in our strategy.

Over the years we have engaged both individually 
and collaboratively with governments, regulators, 
and public policy makers on ESG issues, regularly 
speaking at conferences, investor days and hosting 
webinars. Through these channels we have 
advocated for and informed on the collaborations 
below.

1Source: United Nations Principles for Responsible Investment.

• Adoption of the Paris Agreement by 
governments

• Standardised ESG disclosures in US public 
company reporting

• Issues surrounding different definitions, 
priorities and methods relating to ESG 
analysis

• The Just Transition

• Climate-related financial reporting 
through public support of the TCFD

• The risks surrounding share buybacks and 
the implications for institutional investors

• The risks of relying on ESG ratings to 
inform investment decisions

• The importance of prudent governance 
for guiding sustainable dividend growth

COLLABORATIONS

https://www.unpri.org/download?ac=10382


INVESTMENT APPROACHDUNDAS GLOBAL INVESTORS

63

INDUSTRY INITIATIVES

We regularly participate in and host events 
that we believe promote continued functional 
improvements of financial markets. Following 
our support of the Investor Statement on the 
Just Transition in 2019, Dundas participated in a 
workshop with leaders from banks, governments, 
and corporates to discuss how finance in Edinburgh 
should evolve to ensure a just transition.1

The project was a collaboration between the 
London School of Economics and Political Science, 
Grantham Research Institute on Climate Change 
and the Environment, and the Centre for Climate 
Change Economics and Policy. Next steps and an 
article on mobilising finance for a just transition in 
Scotland were published following the workshop.

In the same year we wrote to the US SEC in support 
of the petition for a rule-making on ESG disclosure. 
ESG integration requires relevant, reliable, and 
material information to be disclosed consistently 
and in a standardised way. We encouraged the SEC 
to develop mandatory rules for public companies to 
disclose high-quality, comparable, decision-useful 
ESG information.

Members of the firm often speak at conferences 
and investor days. In 2019, our Senior Partner and 
Managing Partner presented to Australian asset 
owners on the risks surrounding share buybacks 
and the implications for institutional investors. As 
long-term investors, we don’t want to see equity 
markets shrink and reduce the opportunity set. 
Similarly, as stock pickers, we prefer incentives that 
align with long-term fundamentals and cannot be 
boosted by debt. Critically, Stewardship is about 
leaving a business better than you found it and 
we communicated doubts around many of these 
buyback schemes ability to meet that long-term 
objective.
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THE INVESTOR AGENDA

The Investor Agenda formed by seven major 
investor groups* — AIGCC, CDP, Ceres, IGCC, IIGCC, 
PRI and UNEP FI — is a proactive collaboration to 
elevate the best investor guidance on tackling 
climate change. The Investor Agenda advocates for 
public policy to accelerate the net-zero transition 
and highlights four areas of importance in its 
investor climate action plan1:

1. Corporate Engagement to align to the 1.5 
degrees scenario

2. Investment to manage systemic climate risks

3. Policy Advocacy for net-zero economy by 2050

4. Investor Disclosure to ensure clients and 
beneficiaries understand climate change risk 
management

In support of The Investor Agenda’s policy 
advocacy, Dundas first signed its statement on 
the Paris Agreement in 2017, then supported by 
390 investors representing more than USD $22 
trillion in assets. In 2019 in another statement to 
governments on climate change, we were one of 
631 investors representing over USD $37 trillion in 
assets. 

Most recently, The Investor Agenda’s Global 
Investor Statement on the Climate Crisis has been 
signed by a record 733 investors, including Dundas, 
representing over USD $52 trillion – over half of all 
managed assets globally. 

The statement, published ahead of COP26, calls for 
measures to manage climate change risk. Measures 
include ending fossil fuel subsidies, phasing out 
thermal coal as an electricity source, and mandating 
climate change risk disclosures. To date, it is the 
largest collaborative statement of its kind.

As part of our own disclosure to help clients 
understand how we manage climate change risk, 
we began by supporting the TCFD publicly in 2020. 
We made voluntary disclosure of TCFD climate 
change metrics publicly available in our 2020-
21 PRI reporting. In the third quarter of 2021, we 
tested carbon analytics in client reporting and 
integrated this along with other ESG metrics in 
quarterly reporting to all clients from year end. 
Carbon metrics will remain a key component of our 
reporting going forward.

We believe that the Investor Agenda is having a 
material, far-reaching influence on how investors 
manage climate change risks and advocate for 
better commitment from governments to the net-
zero transition. 

*Asia Investor Group on Climate Change (AIGCC), Investor Group on Climate Change (IGCC), Institutional Investors Group on 
Climate Change (IIGCC) and United Nations Environment Programme Finance Initiative (UNEP FI).
1Source: The Investor Agenda

https://theinvestoragenda.org/focus-areas/
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GLOBAL ETHICAL FINANCE INITIATIVE

Dundas has been involved with Global Ethical 
Finance Initiative (GEFI) for several years. GEFI 
brings together financial services stakeholders 
managing over £2 trillion in assets. 

In 2019, we were interviewed, and our investment 
process analysed as a part of its report, Mapping 
the Responsible Investing Landscape in Scotland.1 
Published in 2020, the report captures and 
measures responsible investment activities of 
Scottish asset managers and owners with the aim of 
informing stakeholders, including practitioners and 
regulators, on the evolving responsible investment 
industry in Scotland. 

We participated in the GEFI’s roundtable on ‘Path 
to COP26 - Financing a Green Future’, and in 2021 
joined the Path to COP26 campaign, supporting 
an investor declaration and taking part in regular 
stakeholder meetings in the run up to the UN’s 
climate change conference.2 

It was COP21 where the Paris Agreement set out 
a commitment for every country to limit global 
warming below 2 degrees through to 2030, 
aiming for 1.5 degrees, by Nationally Determined 
Contributions (NDCs) or national plans to reduce 
emissions. The 26th annual summit was held in 
Glasgow, with the UK as President, and brought 
together nearly every country in the world with 
the overarching goal of reaching an agreement to 
manage climate change. 

It was made clear in the run up that  the  
commitments made in the Paris Agreement were 
not enough to keep global warming below its 
threshold of 2 degrees, and countries updating 
NDCs for COP26 would be crucial to secure net-zero 
emissions globally by mid-century. As part of this 
goal, COP26 stated that countries must accelerate 
the phase out of coal, switch to EVs and investment 
in renewables as well as limit deforestation.3 

The Path to COP26 campaign included an open 
letter from GEFI’s Co-Founder and Managing 
Director Omar Shaikh to the COP26 President, Alok 
Sharma, calling for a deal that delivers fair NDCs 
for each country, and transition plans with carbon 
pricing, taxation, and trading mechanisms.4

1Responsible Investor - Ethical Finance Hub
2Global Ethical Finance Initiative - The Path to COP26.
3UN Climate Change Conference - COP26 Goals.
4Global Ethical Finance Initiative - Path to COP26 Campaign.

https://www.responsible-investor.com/ethical-finance-hub-mapping-the-responsible-investing-landscape-in-scotland/
https://www.pathtocop26.com/
https://ukcop26.org/cop26-goals/
https://www.pathtocop26.com/wp-content/uploads/2021/06/Path-to-COP26-Campaign-Letter-10-June-2021.pdf
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GLOBAL VOTING POLICY

When voting on behalf of our clients, the ultimate goal 
is to maximise the value of our clients’ investments in 
compliance with our sustainability and stewardship 
policies. Should a conflict of interest exist, we work 
to uphold our clients’ best interests. We endeavour 
to vote all proxies with our proxy adviser, ISS, 
supporting us in voting management, processing, 
and execution. 

ISS provide research and recommendations on 
all meetings held by companies across our global 
large-cap and smaller companies portfolios. The 
general rule is to vote in line with the ISS Global 
Voting Principles.1 These principles align with our 

clients’ best interests by promoting long-term value 
creation and covering four tenets of accountability, 
stewardship, independence, and transparency. 
These principles inform the ISS benchmark policies 
which consider relevant laws, customs, and best 
practice codes of each market and region.

Shareholder proposals will generally be supported 
where the proposal would improve the company’s 
corporate governance or business profile without 
limiting business activity, capability or incurring 
significant costs with little or no benefit. The 
overall principle guiding vote recommendations 
on ESG-related shareholder proposals focuses on 
shareholder value in either the short or long term. 

RIGHTS & RESPONSIBILITIES

REVIEW

Proxy statement

Recent stock research

Recent company 
engagement

ISS research

ISS recommendation

APPROVE

Vote agenda proposals for 
accounts with full voting 

discretion

Amend and submit votes 
where decision differs from 
the policy recommendation

EVIDENCE

Add voting rationale to votes 
against ISS policy

Share detailed notes with 
team internally via ESG inbox

Provide monthly updates 
and assess annually

PROXY VOTING MONITORING PROCESS

1Institutional Shareholder Services - Global Voting Principles.

https://www.issgovernance.com/policy-gateway/iss-global-voting-principles/
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VOTING POLICY REVIEW

Throughout 2020, company meetings were 
reviewed by the Investment Team on a case-by-case 
basis. This process involved reviewing proposals 
and ISS recommendations, approving votes, and 
reporting this internally. 

As a result, we voted against the benchmark policy 
9% of the time and were able to identify areas of 
difference between this policy and our own. We 
took this knowledge into the 2021 voting season, 
reviewing all meetings but focusing on these key 
areas of misalignment between our approach and 
our advisor’s. 

We applied relatively stricter thresholds to board 
independence and average director tenure, director 
overboarding, and auditor tenure. We estimated 
that these areas comprised over 80% of our votes 
against the benchmark policy and by customising 
our voting policy we could bring voting more in line 
with our clients’ best interests. 

Our custom policy was finalised in the fourth 
quarter and will be applied in the 2022 voting 
season. We have placed stricter requirements for 
the aforementioned areas covering the board and 
auditor. This approach has been discussed with 
clients, who felt it was a thorough and thoughtful 
integration of their beliefs. 
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DIFFERENCES IN OUR 
APPROACH

Dundas manages global equities only. When 
developing our voting policy, we sought to apply 
it globally, across different sizes of companies and 
geographic markets. 

Our team meet with ISS on a biannual basis and 
attend an annual roundtable to discuss progress 
regarding voting policies. At these meetings, we 
take the opportunity to highlight areas of interest as 
identified by our monitoring process. Any planned 
changes to this policy for the current and future 
voting seasons are reviewed at least annually.

Considering the impact of a global policy on our 
portfolio of smaller companies, we worked with ISS 
to ensure this approach would not result in voting 
relatively harshly on these companies’ proposals 
because our expectation is beyond the market 
standard. From this research, the only caveat to our 

policy was to default to the benchmark policy on any 
auditor votes where some small-cap companies do 
not disclose the tenure of the auditor. 

Looking across the markets in which we invest, our 
threshold for director board positions was adjusted 
for one market – Japan – where outside board 
seats are not tracked and therefore could not be 
assessed. In addition, we expected our thresholds 
for board independence and tenure to have the 
greatest impact on votes against management in 
the US and Japan where market standards differ to 
Europe and the UK. 

From our research and understanding of global 
voting trends, we were comfortable that the 
standard we were setting was justified and in line 
with corporate governance best practice. Therefore, 
no adjustments were made to our policy on board 
independence and tenure.

CLIENTS VOTING DISCRETION

Currently we vote shares held in our funds domiciled 
in the UK and Australia. We also vote proxies for one 
US-domiciled SMA. We have full voting discretion in 
the funds and apply our voting policy to these. 

We have voting responsibility for the SMA but the 
client applies a custom policy, requiring regular 
monitoring and reporting to confirm votes are 
executed in line with the client’s policy. 

In the funds where we have full voting discretion, 
we sometimes encounter issues preventing shares 
being voted. There are circumstances currently 
outwith our control which can prevent shares being 

voted, including delays in records published by the 
company, split or partial voting preventions, and 
share-blocking restrictions in certain markets. We 
review any unvoted meetings and will consider 
introducing procedures to improve access to voting 
in these markets. 

Dundas does not have a securities lending 
programme. Instead, we focus our attention on 
stock research, portfolio construction, and stock 
monitoring, which we believe delivers the most 
value to our co-investors. Where a client manages 
their own programme in an SMA, any recall of 
shares for voting is to be managed by the client and 
their custodian.
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PROXY VOTING 2021
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91%

100%

8%

9%

2021

2020

2019

85%

85%

91%

15%

15%

9%

2021

2020

2019

Votes with Policy
Votes against Policy

Votes with Management
Votes against Management

VOTE ALIGNMENT

MEETINGS VOTED BY MARKET

64
Meetings voted

968
Proposals voted

60
Votes on Manager  
Say on Pay (MSOP)

46
Meetings with at least one vote 

Against, Withhold or Abstain

85%
Votes For

15%
Votes Against, Withhold  

or Abstain

Information on proxy voting activity carried out by Dundas during the calendar year 2021. While Dundas endeavours to vote all shares 
held, there are circumstances currently outwith our control which can prevent shares being voted, including but not limited to, delays in 
records published by the company, spit or partial voting preventions, and share-blocking restrictions.
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COMPANY MEETING 
DATE PROPOSAL VOTE 

INSTRUCTION RATIONALE

W. R. Berkley Corp 15th June 2021
Elect Director Mark E. 
Brockbank

Against 
Management. 

Material risk associated with shares 
pledged by the Chair.

Director overboarded.

LVMH Moet 
Hennessy Louis 
Vuitton

15th April 2021
Approve Compensation 
of Bernard Arnault, 
Chair and CEO

Against 
Management. 

Lack of disclosure and challenge on 
long-term performance metrics.

The Walt Disney Co 9th March 2021
Ratify Named Executive 
Officers’ Compensation

Against 
Management. 

Concerns on Chair compensation.

Lack of disclosure addressing long 
standing shareholder concerns.

Bristol-Myers 
Squibb Co

4th May 2021
Require Independent 
Board Chair

For Proposal/
Against 
Management. 

Benefits of robust independent 
board oversight at next CEO 
transition.

bioMerieux 20th May 2021
Approve Remuneration 
Policy of Chairman and 
Vice-CEO

Against 
Management. 

Lack of disclosure regarding 
bonus cap and long-term incentive 
scheme.

VOTING HIGHLIGHTS 2021

For more detailed information on our voting activity in 2021, please refer to our Proxy Voting 
Summary. For prior years, please visit our website.

https://www.dundasglobal.com/_img/userfiles/files/Proxy%20Vote%20Summary%202021.PDF
https://www.dundasglobal.com/_img/userfiles/files/Proxy%20Vote%20Summary%202021.PDF
https://www.dundasglobal.com/about-us/


LVMH MOET HENNESSY LOUIS VUITTON

OVERVIEW

There are long-standing issues with the governance of LVMH Moet Hennessy Louis Vuitton (MC), 
including the Board composition and transparency surrounding both related party transactions and 
executive compensation. The average Board tenure and independence following the 2021 AGM raised 
concerns. MC has a joint CEO/Chair and a non-independent Lead Director, questioning the strength of 
the Board’s ability to oversee management. 

LVMH has entered into transactions with companies related to Board members, the resulting benefits 
of which are often multiples of the annual compensation for executives. Disclosures around these 
transactions are limited and present a conflict of interest, something we felt is a risk to minority 
shareholders, leading us to vote against the auditor’s report on related-party transactions in 2020. In 
the next financial year, two more transactions occurred where MC failed to provide rationale, sustaining 
our vote against management at the 2021 AGM. 

Disclosure practices regarding executive compensation continue to be an issue. Proposals on 
compensation for Bernard Arnault, Chair/CEO, and Antonio Belloni, Vice-CEO, both received shareholder 
dissent of 16% at the 2019 AGM. Similarly, the compensation policies for both Directors received 
dissent of around 14%. Due to insiders holding 63% of the vote, dissent from minority shareholders is 
significantly higher, and something that continues to be ignored by the Board. In 2020, poor disclosure 
around incentives again warranted our vote against management on the compensation packages and 
policies for these executives. 

OUTCOMES

Significant concerns with the structure of the Board remain with average board tenure of 11 years and 
independence of 41% following the 2021 AGM. 

We continue to question the effectiveness of the Board’s oversight and would prefer split CEO/Chair 
roles. At the very least the Lead Director should be independent to provide a good counterbalance 
to the dual CEO/Chair role. In addition, there are several directors holding too many outside board 
commitments. 

The related parties proposal passed with shareholder dissent 
of 17% and resolutions on executive compensation passed with 
shareholder dissent of 16-17%. These high levels of dissent by 
minority shareholders are still not addressed by the Board. 
Further, disclosures on long-term incentive programmes for 
these executives continues to be subpar.
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VOTING CASE STUDIES
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MSCI ESG Ratings

Certain information ©2021 MSCI ESG Research LLC. Reproduced by permission.



WALT DISNEY

OVERVIEW

The Board of Walt Disney Co (DIS) has three CEOs, including one joint CEO/Chair, and an overboarded 
Director. While these individuals can bring valuable experience to the board, prioritising commitments 
can prove difficult, and we question whether these individuals tend to side with management’s 
perspective over the interests of stakeholders. 

DIS’s compensation proposals have been another topic of debate for some years and something which 
we have repeatedly voted against management on. In 2018 the vote failed to achieve shareholder 
approval and, despite improved performance targets for the CEO, received just 58% and 54% support 
from shareholders in 2019 and 2020, respectively. 

Short term pay-outs were withheld in FY20 and new CEO Bob Chapek’s pay was significantly lower 
relative to his predecessor. However, in the move from CEO to Chair, there was no change to Bob Iger’s 
target pay opportunities, making him the highest paid executive on the Board, ahead of the CEO, with 
no compelling reasons for this. 

A third factor flagged by our proxy monitoring was the tenure of the DIS auditor, PwC, which has been 
in place since 1938. With this tenure we questioned the independence and objectivity of the auditor’s 
opinion. Significant misalignment of incentives on the DIS Board remained to the point that we believed 
it necessary to vote against management on the proposals to ratify the auditor and the executive 
officer’s compensation.

OUTCOMES

Several of our concerns on Board composition were alleviated following the recent AGM. Average 
tenure was six years, the Board was 40% female, all committees were 100% independent, although 
independence fell to 80% from 100%. Two independent directors were then appointed, bringing 
down average tenure and increasing gender diversity. Finally, in December 2021, Iger announced his 
resignation to be succeeded by the Board’s independent Lead Director, Susan Arnold. 

Proposals to ratify the auditor and the executive officer’s compensation passed with support of 96% 
and 68%, respectively. The company made meaningful 
improvements to address shareholder concerns by removing 
duplicate performance metrics in the incentive programmes 
and committed to increasing performance related equity 
awards in the next financial year. In FY21 the Compensation 
Committee removed adjusted EPS from the bonus programme 
to align with market best practice as well as adding adjusted 
revenue to drive new and existing revenue growth. 
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PRINCIPLE 1
Signatories’ purpose, investment beliefs, strategy, and culture enable stewardship that creates 
long-term value for clients and beneficiaries leading to sustainable benefits for the economy, the 
environment and society.

9 - 12

PRINCIPLE 2 Signatories’ governance, resources and incentives support stewardship. 13 - 19

PRINCIPLE 3 Signatories manage conflicts of interest to put the best interests of clients and beneficiaries first. 20 - 21

PRINCIPLE 4
Signatories identify and respond to market-wide and systemic risks to promote a well-functioning 
financial system. 22 - 26

PRINCIPLE 5 Signatories review their policies, assure their processes and assess the effectiveness of their activities. 27 - 36 

PRINCIPLE 6
Signatories take account of client and beneficiary needs and communicate the activities and 
outcomes of their stewardship and investment to them. 38 - 43

PRINCIPLE 7
Signatories systematically integrate stewardship and investment, including material environmental, 
social and governance issues, and climate change, to fulfil their responsibilities. 44 - 51

PRINCIPLE 8 Signatories monitor and hold to account managers and/or service providers. 52 - 55

PRINCIPLE 9 Signatories engage with issuers to maintain or enhance the value of assets. 57 - 61 

PRINCIPLE 10 Signatories, where necessary, participate in collaborative engagement to influence issuers. 62 - 64

PRINCIPLE 11 Signatories, where necessary, escalate stewardship activities to influence issuers. 57 - 65

PRINCIPLE 12 Signatories actively exercise their rights and responsibilities. 66 - 71

UK STEWARDSHIP CODE PRINCIPLES
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DISCLAIMER

Dundas Partners LLP is authorised and regulated by the UK Financial Conduct Authority, registered as an 
Investment Adviser with the US Securities and Exchange Commission, and holds a Foreign Financial Service 
Providers License with The Australian Securities and Investment Commission. It operates as Dundas Global 
Investors (“Dundas”). Dundas has permissions to market to professional and institutional clients only.

This document has been produced in accordance with the UK Stewardship Code and EU Shareholder Rights 
Directive II. The opinions and insights expressed are our objective view and intended for information purposes 
only; this document does not constitute a recommendation to buy or sell any fund, security, or investment. 
This document may not be reproduced, distributed, or published in whole or in part without the prior approval 
of Dundas. The contents are based on sources of information believed to be reliable; however, no guarantee, 
warranty or representation is given as to its accuracy or completeness. If it prompts an interest in Dundas, 
please contact us for information on our funds. This document is not a substitute for a fund’s prospectus or 
disclosure document. The commentary expressed addresses general investment matters only, not Dundas’ 
specific strategies. Potential investors should consider the need for independent financial advice. 

You should be aware of the risks associated with investments in any fund, security, or investment strategy.

Although Dundas’ information providers, including without limitation, MSCI ESG Research LLC and its affiliates 
(the “ESG Parties”), obtain information (the “Information”) from sources they consider reliable, none of the ESG 
Parties warrants or guarantees the originality, accuracy and/or completeness, of any data herein and expressly 
disclaim all express or implied warranties, including those of merchantability and fitness for a particular purpose. 
The Information may only be used for your internal use, may not be reproduced or redisseminated in any form 
and may not be used as a basis for, or a component of, any financial instruments or products or indices. Further, 
none of the Information can in and of itself be used to determine which securities to buy or sell or when to 
buy or sell them. None of the ESG Parties shall have any liability for any errors or omissions in connection with 
any data herein, or any liability for any direct, indirect, special, punitive, consequential or any other damages 
(including lost profits) even if notified of the possibility of such damages.
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41 Northumberland 

Street
Edinburgh

EH3 6JA
Tel: 00 44 131 556 2627
Info@dundasglobal.com
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