
 

 

Statement on principal adverse impacts of investment 
decisions on sustainability factors  
Art 4 SFDR, June 2023 

 

Name of the financial market 

participant to which the 

adverse sustainability impacts 

statement relates 

RWC Asset Management LLP (trading as Redwheel) 

Principal adverse impacts on 

sustainability factors are 

considered? 

Yes 

Reference period  1 January 2022 – 31 December 2022 

Notes As a financial market participant having fewer than 500 employees, RWC Partners Limited 

provides this statement on a “comply or explain” basis. In this context, adopting a principles 

based approach, a description of the principal adverse impacts on sustainability factors is 

provided below on a generalized basis. 

Summary of the Principal 

Adverse Impacts 

 

As part of enhancing the ability of our investment teams to integrate sustainability factors 

within investment processes, across 2022 Redwheel focused heavily on developing new 

technical capabilities. Within this work, the development of centralised resources to support 

the monitoring and assessment of portfolios in relation to sustainability performance 

indicators was an area of significant focus, culminating in the introduction of a new data 

management platform toward the end of the year. The platform, provided by Northern 

Trust/Equity Data Science (NT-EDS), brings together in one place financial and non-financial 

data relating to the constituents of Redwheel’s products and associated benchmarks. 
 

In relation to the Principal Adverse Impact (“PAI”) framework set out within the Regulatory 

Technical Standards (“RTS”) applicable under the EU Sustainable Finance Disclosure 

Regulation (SFDR), over the course of 2022 work was prioritised to focus on the development 

of analytical capabilities relating to PAI factors listed in Annex I, Table 1 of the RTS. Work then 

extended to the development of capabilities relating to the optional PAI factors shown within 

Tables 2 and 3. The underlying methodologies applied are those set out within the Annex I; in 

the absence of specific guidance, methodologies of an equivalent standard were developed. 

 

Through the introduction of these new capabilities, Redwheel’s investment teams now have 

access to a set of tools that enable a consistent and robust approach to be applied when 

profiling portfolios against the evolving PAI framework, drawing on issuer level data provided 

by our preferred third-party data provider Sustainalytics. These analytics in turn enable 

investment teams to adopt a consistent approach to assessing – when viewed through the 

lens of the Sustainalytics data set - which companies within portfolios are contributing to 

adverse impacts, as well as data coverage for each PAI. 

 

Within our approach to addressing broader requirements of SFDR, specific PAIs may be used 

by teams as part of evidencing the attainment by investment products of the promotion of 

environmental/social characteristics. Where this is the case, teams are encouraged to take 

account of those PAIs particularly within the prioritisation of stewardship activities. 

 

 



 

 

 
Our Stewardship Policy and approach is underpinned by the following beliefs as to what good practice at the issuer level should 

comprise: 

1. Over the long run, issuers can deliver investment return while managing risk by focussing on financial and non-financial 

factors; 

2. Issuers should have a primary focus on creating and maintaining value over the long-term and incentivising this 

appropriately. They should also implement governance frameworks that maintain the interests of investors and 

management in appropriate alignment; 

3. Where a third party exerts significant control over a company in which we are invested, the Board should ensure that the 

rights of minority investors are respected and protected; 

4. Boards should in aggregate have appropriate expertise, represent a diverse range of backgrounds and interests, and 

ensure appropriate balance in the representation of independent and non-independent members. Individually, 

shareholder representatives should have and should continue to invest in appropriate skills and knowledge, enabling them 

to offer constructive challenge to executives in relation to risk management in practice, as well as the pursuit of new areas 

of opportunity; 

5. Issuers should develop and implement policies relevant to their current and anticipated operations. They should also be 

transparent about their commitments so that progress towards achievement of end goals can be assessed. 

Where issuers are not able to evidence such practices, our investment teams commit to promote these beliefs within their 

stewardship activity.  

As part of the monitoring of investments, the stewardship strategy adopted by our teams may on the one hand be proactive (i.e. 

risk/opportunity driven) or on the other reactive (i.e. event driven). 

Within proactive engagement, actions may include raising awareness of emerging best practice, encouraging focus on areas of new 

opportunity, or seeking to address/reduce issues arising through the course of operations.  

Within event-driven engagement, actions may include advising boards and management on options for responding effectively to 

relevant events. They may also include as part of subsequent proxy voting consideration of the role of the company and its senior 

leadership within those events, as well as our views on the adequacy of the response in context. 

In determining the need for intervention, teams will consider factors such as: 

• Engagement/proxy voting history with the company 

• % of market cap held, significance of company within portfolio, and expectations of engagement success 

• Extent to which concerns are ‘acute’ (one time) or ‘chronic’ (persistent) 

• Extent to which our teams see risk to their sector view or to the specific investment thesis 

• Marginal benefit of the engagement outcome in securing continued investment 

• Company’s pre-existing involvement in stewardship initiatives of relevance 

• Extent to which we can leverage our memberships to support/encourage novel stewardship approaches 

Whilst engagement is typically undertaken with respect to those factors of specific relevance to the target company, where portfolio-

level adverse impacts are monitored, engagement may also be undertaken to encourage companies to take related action to reduce 

those adverse impacts. These impacts may include those identified under the Principal Adverse Impact framework established in 

relation to the EU Sustainable Finance Disclosure Regulation. 

The Redwheel Stewardship Policy, and the Redwheel Policy on Responsible Investment which provides the overarching framework 

for all policies relating to responsible investment at Redwheel, are subject to annual review and approval by the Redwheel 

Sustainability Committee. All policies are public and incorporate version control to facilitate identification of the approval record. 

  



 

 

 

 

 

In relation to the Principal Adverse Impact framework set out within the Regulatory Technical Standards (“RTS”) applicable under 

the EU Sustainable Finance Disclosure Regulation (SFDR), over the course of 2022 work was prioritised to focus on the development 

of analytical capabilities relating to PAI factors listed in Annex I, Table 1 of the RTS. Work then extended to the development of 

capabilities relating to the optional PAI factors shown within Tables 2 and 3. The underlying methodologies applied are those set 

out within the Annex I; in the absence of specific guidance, methodologies of an equivalent standard were developed. 

Through the introduction of these new capabilities, Redwheel’s investment teams now have access to a set of tools that enable a 

consistent and robust approach to be applied when profiling portfolios against the evolving PAI framework, drawing on issuer level 

data provided by our preferred third-party data provider Sustainalytics. These analytics in turn enable investment teams to adopt 

a consistent approach to assessing – when viewed through the lens of the Sustainalytics data set - which companies within portfolios 

are contributing to adverse impacts, as well as data coverage for each PAI. 

Within our approach to addressing broader requirements of SFDR, specific PAIs may be used by teams as part of evidencing the 

attainment by investment products of the promotion of environmental/social characteristics. Where this is the case, teams are 

encouraged to take account of PAIs within the prioritisation of stewardship activities. 

 

 

The Redwheel Stewardship Policy available on our website at http://www.redwheel.com provides a detailed description of our 

approach to stewardship, including engagement and (where applicable) proxy voting, including in relation to escalation.  

 

Within our approach to engagement, we strive to ensure that activity supports the delivery of client and regulatory expectations. 

Engagement is most typically undertaken bilaterally, discreetly and diplomatically. Dialogue is directed towards what we consider to 

be the most appropriate counterparty in the first instance, whether Board directors (e.g. Chair of Remuneration Committee in 

relation to remuneration matters) or executives (e.g. Head of Sustainability in relation to emissions management practice). As 

appropriate, engagement may otherwise be undertaken in collaboration with other stakeholders. 

Whilst all investment approaches provide scope for engagement, some put enhanced emphasis on the role of engagement (e.g. 

those seeking to reorient corporate strategies through a combination of deep engagement and significant ownership). For these 

strategies, stewardship may in exceptional circumstances also extend to seeking seats on company boards for team members. In 

this way, relevant portfolio managers - accepting the responsibilities and liabilities that arise as a director - can secure a perspective 

advantage over ordinary shareholders, through direct oversight of the investee company’s management and the implementation 

of strategy by the Board. For more conventional strategies, portfolio managers would typically not seek to join an investee company’s 

Board, although they may look to support the nomination of third parties to serve as shareholder representatives. 

We also conduct engagement with a wider range of industry and business stakeholders as part of contributing to the development 

of the wider operating environment within which we conduct our business. We recognise that as a business we have a responsibility 

to engage with industry stakeholders in support of the development of an operating environment that is itself sustainable over the 

long-run. Given our core focus as a business on supporting responsible investment, we may from time to time choose to align 

ourselves with third party organisations focussed on responsible investment issues and whose interests are aligned to our own. 

Where we do so, we will look to make an active contribution to the development of the work conducted by and within those 

organisations. 

 

http://www.redwheel.com/


 

 

 
Our approach to stewardship is consistent with the definitions advanced by the UK Stewardship Code and the UN Principles for 

Responsible Investment of which we are a member. Within the assessment of operational approaches to managing 

environmental, social, and governance factors, the following external reference frameworks are viewed as having fundamental 

relevance:  

• UN Global Compact1 

• ILO Core Labour Standards2 

• UN Guiding Principles on Business and Human Rights3 

• OECD Guidelines for Multinationals4 

• SASB5 

When viewed through the lens of the Sustainalytics data set, related PAI indicators may be used by investment teams to assess the 

adverse impacts of investments on sustainability factors. Within this work, data coverage at the portfolio level remains a key 

consideration.  

Investment teams may also take into account other frameworks where these aid analysis of company specific factors, including 

relevant thematic/sector/national/global standards (such as the development of science-based targets to support emissions 

reductions objectives aligned to the delivery of the Paris Agreement), as well as: 

• Issues yet to be reflected within frameworks seeking to define operational best practice; 

• Recommendations and insight provided by organisations of which Redwheel is a corporate member (for example, the 

ClimateAction100+, and CDP); 

• Our own distinct views on companies’ disclosure and performance;  

• The extent to which our teams consider companies to be meeting effectively other standards that are relevant in 

context. 

Forward looking climate scenarios are not currently used within the assessment of PAIs. Furthermore, it is not recommended that 

historic/current PAIs should be used to infer or forecast future adverse impacts, either at the product or the constituent level. 

 

 

 

 

 

 

 

 

 

 

 

 

 

The information shown above is for illustrative purposes only. No investment strategy or risk management technique can 

guarantee returns or eliminate risks in any market environment.  

 
CONTACT US 

Please contact us if you have any questions or would like to discuss any of our strategies.  

E invest@redwheel.com | www.redwheel.com 

 

1 https://www.unglobalcompact.org/what-is-gc/mission/principles 
2 https://www.ilo.org/global/standards/lang--en/index.htm 
3 https://www.ohchr.org/en/issues/business/pages/businessindex.aspx 
4 http://mneguidelines.oecd.org/guidelines/ 
5 https://www.sasb.org/ 

mailto:invest@rwcpartners.com
http://www.redwheel.com/
https://www.unglobalcompact.org/what-is-gc/mission/principles
https://www.ilo.org/global/standards/lang--en/index.htm
https://www.ohchr.org/en/issues/business/pages/businessindex.aspx
http://mneguidelines.oecd.org/guidelines/
https://www.sasb.org/


 

 

 

 

 

Disclaimer 

Redwheel is a registered trademark of RWC Partners Limited. The term “RWC” may include any one or more RWC branded entities 

including RWC Partners Limited and RWC Asset Management LLP, each of which is authorised and regulated by the UK Financial 

Conduct Authority and, in the case of RWC Asset Management LLP, the US Securities and Exchange Commission; RWC Asset 

Advisors (US) LLC, which is registered with the US Securities and Exchange Commission; and RWC Singapore (Pte) Limited, which is 

licensed as a Licensed Fund Management Company by the Monetary Authority of Singapore. 

RWC may act as investment manager or adviser, or otherwise provide services, to more than one product pursuing a similar 

investment strategy or focus to the product detailed in this document. RWC seeks to minimise any conflicts of interest, and 

endeavours to act at all times in accordance with its legal and regulatory obligations as well as its own policies and codes of conduct. 

This document is directed only at professional, institutional, wholesale or qualified investors. The services provided by RWC are 

available only to such persons. It is not intended for distribution to and should not be relied on by any person who would qualify as 

a retail or individual investor in any jurisdiction or for distribution to, or use by, any person or entity in any jurisdiction where such 

distribution or use would be contrary to local law or regulation. 

This document has been prepared for general information purposes only and has not been delivered for registration in any 

jurisdiction nor has its content been reviewed or approved by any regulatory authority in any jurisdiction. The information contained 

herein does not constitute: (i) a binding legal agreement; (ii) legal, regulatory, tax, accounting or other advice; (iii) an offer, 

recommendation or solicitation to buy or sell shares in any fund, security, commodity, financial instrument or derivative linked to, 

or otherwise included in a portfolio managed or advised by RWC; or (iv) an offer to enter into any other transaction whatsoever 

(each a “Transaction”). No representations and/or warranties are made that the information contained herein is either up to date 

and/or accurate and is not intended to be used or relied upon by any counterparty, investor or any other third party. 

RWC uses information from third party vendors, such as statistical and other data, that it believes to be reliable. However, the 

accuracy of this data, which may be used to calculate results or otherwise compile data that finds its way over time into RWC 

research data stored on its systems, is not guaranteed. If such information is not accurate, some of the conclusions reached or 

statements made may be adversely affected. RWC bears no responsibility for your investment research and/or investment decisions 

and you should consult your own lawyer, accountant, tax adviser or other professional adviser before entering into any Transaction. 

Any opinion expressed herein, which may be subjective in nature, may not be shared by all directors, officers, employees, or 

representatives of RWC and may be subject to change without notice. RWC is not liable for any decisions made or actions or 

inactions taken by you or others based on the contents of this document and neither RWC nor any of its directors, officers, 

employees, or representatives (including affiliates) accepts any liability whatsoever for any errors and/or omissions or for any direct, 

indirect, special, incidental, or consequential loss, damages, or expenses of any kind howsoever arising from the use of, or reliance 

on, any information contained herein. 

Information contained in this document should not be viewed as indicative of future results. Past performance of any Transaction 

is not indicative of future results. The value of investments can go down as well as up. Certain assumptions and forward looking 

statements may have been made either for modelling purposes, to simplify the presentation and/or calculation of any projections 

or estimates contained herein and RWC does not represent that that any such assumptions or statements will reflect actual future 

events or that all assumptions have been considered or stated. Forward-looking statements are inherently uncertain, and changing 

factors such as those affecting the markets generally, or those affecting particular industries or issuers, may cause results to differ 

from those discussed. Accordingly, there can be no assurance that estimated returns or projections will be realised or that actual 

returns or performance results will not materially differ from those estimated herein. Some of the information contained in this 

document may be aggregated data of Transactions executed by RWC that has been compiled so as not to identify the underlying 

Transactions of any particular customer. 

The information transmitted is intended only for the person or entity to which it has been given and may contain confidential and/or 

privileged material. In accepting receipt of the information transmitted you agree that you and/or your affiliates, partners, directors, 

officers and employees, as applicable, will keep all information strictly confidential. Any review, retransmission, dissemination or 

other use of, or taking of any action in reliance upon, this information is prohibited. The information contained herein is confidential 

and is intended for the exclusive use of the intended recipient(s) to which this document has been provided. Any distribution or 

reproduction of this document is not authorised and is prohibited without the express written consent of RWC or any of its affiliates. 

  



 

 

 

 

 

 

Changes in rates of exchange may cause the value of such investments to fluctuate. An investor may not be able to get back the 

amount invested and the loss on realisation may be very high and could result in a substantial or complete loss of the investment. 

In addition, an investor who realises their investment in a RWC-managed fund after a short period may not realise the amount 

originally invested as a result of charges made on the issue and/or redemption of such investment. The value of such interests for 

the purposes of purchases may differ from their value for the purpose of redemptions. No representations or warranties of any 

kind are intended or should be inferred with respect to the economic return from, or the tax consequences of, an investment in a 

RWC-managed fund. Current tax levels and reliefs may change. Depending on individual circumstances, this may affect investment 

returns. Nothing in this document constitutes advice on the merits of buying or selling a particular investment. This document 

expresses no views as to the suitability or appropriateness of the fund or any other investments described herein to the individual 

circumstances of any recipient. 

AIFMD and Distribution in the European Economic Area (“EEA”) 

The Alternative Fund Managers Directive (Directive 2011/61/EU) (“AIFMD”) is a regulatory regime which came into full effect in the 

EEA on 22 July 2014. RWC Asset Management LLP is an Alternative Investment Fund Manager (an “AIFM”) to certain funds managed 

by it (each an “AIF”). The AIFM is required to make available to investors certain prescribed information prior to their investment in 

an AIF. The majority of the prescribed information is contained in the latest Offering Document of the AIF. The remainder of the 

prescribed information is contained in the relevant AIF’s annual report and accounts. All of the information is provided in accordance 

with the AIFMD. 

In relation to each member state of the EEA (each a “Member State”), this document may only be distributed and shares in a RWC 

fund (“Shares”) may only be offered and placed to the extent that (a) the relevant RWC fund is permitted to be marketed to 

professional investors in accordance with the AIFMD (as implemented into the local law/regulation of the relevant Member State); 

or (b) this document may otherwise be lawfully distributed and the Shares may lawfully offered or placed in that Member State 

(including at the initiative of the investor). 

Information Required for Distribution of Foreign Collective Investment Schemes to Qualified Investors in Switzerland 

The representative and paying agent of the RWC-managed funds in Switzerland (the “Representative in Switzerland”) FIRST 

INDEPENDENT FUND SERVICES LTD, Klausstrasse 33, CH-8008 Zurich. Swiss Paying Agent: Helvetische Bank AG, Seefeldstrasse 215, 

CH-8008 Zurich. In respect of the units of the RWC-managed funds distributed in Switzerland, the place of performance and 

jurisdiction is at the registered office of the Representative in Switzerland. 


