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Understanding Ethical
Investing

Your values. Your investments.

In a world facing complex social, environmental, and
governance challenges, investors are increasingly looking
to align their financial goals with their values. This article
explores the fundamentals of ethical funds and reveals
how our specialised investment solutions combine client-
led ethical exclusions with rigorous stock selection to
construct true and transparent responsible investment (R)
portfolios.

Ethical investing goes beyond traditional financial metrics. It incorporates

a deeper consideration of the impacts and implications of investment
decisions, aligning investments with clients’ values. This approach promotes
corporate social responsibility by considering environmental, social, and
governance (ESG) factors alongside financial performance.

Ethical investing avoids controversial areas like gambling, tobacco and
alcohol amongst others (see screening policy for more details), meaning
investors can rest assured that their savings are not associated with these
sectors. This approach aligns with specific client preferences but may not
suit everyone’s investment goals. Some investors prefer to invest in these
industries to influence how their investments generate returns.

The results of excluding sectors that are deemed to be harmful to the

environment or society means that an ethical fund invests in companies
that are naturally better in terms of environmental practices and a fairer,
more inclusive future, while still aiming for competitive financial returns.

A total of 69% of people are
uncomfortable investing in companies
that damage the environment

UK Sustainable Investment and Finance Association’s Good Money
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Miranda Beacham is Head of UK
Responsible Investment. She is
responsible for ESG integration, voting
and engagement. Her role involves
overseeing the environmental, social
and governance research process

for ethical and sustainable funds.

She also oversees the stewardship
activities, supports the ESG integration
processes and further research in ESG
issues for all equity investments across
the firm.

Miranda is responsible for the
monitoring and engagement of the
ESG approaches and performance

of investee companies in line with the
firm’'s responsible investment policies.
She leads engagement activities with
public policy makers and investee
companies on issues such as board
structure, remuneration, environmental
impact and social practice. She

sits on the stewardship committee

and chairs the remuneration and

share schemes committees at the
Investment Association in the UK. Prior
tojoining the team, she was a research
assistant in the UK equity team and
she co-founded the UK responsible
investment team in 2000. Miranda
joined the industry and the firmin
1995. She studied chemistry at Napier
University in Edinburgh and has the IMC
professional qualification.

Aegon Asset Management is the global investment management brand of Aegon Ltd. See disclosures for more detail


https://prod-aegonam-optimizely.azurewebsites.net/globalassets/responsible-investment/ri-documents/esg-screening-policy.pdf

Key features of our ethical funds

Exclusionary

screening: ethical standards *
Positive consequently, this leads to investment in companies that have
outcomes: positive sustainable attributes including employee welfare and
responsible governance.
ESG » integrate ESG factors into our investment analysis to manage
integration: risk and identify opportunities.
Active vote on all equity holdings and engage with companies to
ownership: encourage better ESG practices.
we conduct a formal review of our ethical criteria every two years
to ensure our client's values and preferences are reflected.
Transparency: regular updates on the financial performance of your

investments and how they align with our ethical standards.

exclude investments in industries that conflict with clients’

* Full exclusion criteria available at: www.aegonam.com/esg-screening-policy

Our approach

Our ethical investing approach is built on a clear
and simple foundation: we apply specific exclusions
based on defined ethical criteria, which has been
guided by client preferences. This process results in
a portfolio with lower carbon metrics, not because
we actively seek ‘green’ companies but as a natural
consequence of our exclusions.

Furthermore, our experienced team engages
actively with companies on material ESG issues and
exercises voting rights on all equity holdings, aiming
to encourage better practices. This approach helps
to manage regulatory and reputational risk and, we
believe, contributes to long term value creation for
shareholders.

We have succeeded in securing commitments from
companies to improve labour rights, animal welfare
and environmental practices.

We launched our first Ethical Equity Fund in
1989 and have since expanded our range to
include an Ethical Corporate Bond and Ethical
Cautious Managed Fund. Today our ethical range
is characterised by clear client-led exclusions and
remains popular with investors who want to avoid
certain companies and sectors.

We conduct a formal review of our ethical criteria
every two years. Access the survey here.
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Is the world a
better place

because of this
company?
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Competitive financial returns: Companies
with strong ESG practices can manage

risk better and show long-term resilience,
potentially leading to sustained financial
performance.

Positive outcomes: Our screening process
results in lower exposure to high carbon
industries.

Social responsibility: Companies with
favourable ESG practices are likely to
demonstrate strong labour standards,
diversity, inclusion and community
engagement, thus contributing positively to
society.

Alignment with personal values: Our ethical
funds allow clients to invest according to
their specific ethical criteria while pursuing
financial goals.

Influence on corporate behaviour: Our
active ownership approach involves engaging
with companies on material ESG issues to
encourage positive change, within the scope
of our ethical criteria.

Risk management: Our ethical screening
process aims to exclude companies that may
face higher regulatory or reputational risk due
to their involvement in certain industries or
practices.


https://aegonam.com/funds-resources/equity/aegon-ethical-equity-fund/
https://aegonam.com/funds-resources/fixed-income/aegon-ethical-corporate-bond-fund/
https://aegonam.com/funds-resources/multi-asset/aegon-ethical-cautious-managed-fund/
https://aegonam.com/funds-resources/multi-asset/aegon-ethical-cautious-managed-fund/
https://www.aegonam.com/ethicalsurveyreport

Our experience

At Aegon Asset Management we are committed to active, engaged and
responsible investing. With over 35 years of experience managing specialist
responsible investment portfolios, we provide solutions for investors who
wish to invest ethically and sustainably.

Our team has remained at the forefront of ethical investment, developing
new approaches such as engagement, thematic investment and integration
analysis to complement traditional positive outcomes and exclusionary
screening.

Conclusion

In an increasingly complex financial landscape, our ethical investment
approach stands out for its clarity and simplicity. We offer a straightforward
proposition: a rigorous screening process that excludes companies involved
in activities that many consider contrary to their values.

This approach results in a portfolio that looks different from broad market
indices. While we don't actively seek out specific industries, our screening
typically leads to lower exposure to high-carbon sectors and reduced
involvement in other controversial areas.

Our commitment extends beyond screening. We practice active ownership,
engaging with companies and issuers on material topics and exercising our
voting rights across our equity holdings. This allows us to encourage good
corporate practices within the boundaries of our ethical criteria.

Transparency is key to our process. Investors receive regular updates on

the performance of their investments and how they align with our ethical
standards. This ensures investors can clearly understand where their money
is invested and why.

Ultimately, our ethical funds offer investors a way to align their investments
with specific ethical criteria while pursuing their financial goals. We don’t
claim to solve global challenges or drive sustainable outcomes directly, but
rather provide carefully constructed investment options for those who wish to
avoid exposure to certain industries and practices in their portfolios.

Our experienced team can help you understand if our approach aligns with
your investment needs and values.

Your values. Your investments.

For more information please contact your usual Aegon AM
representative or email retailsales@aegonam.com or
visit: www.aegonam.com

3 Understanding Ethical Investing




Disclosures

For Professional Clients only and not to be distributed to or relied upon by retail clients.

The principal risk of this product is the loss of capital. Please refer to the KIID and/or prospectus or
offering documents for details of all relevant risks. For all documents please see www.aegonam.com/
documents

Opinions and/or example trades/securities represent our understanding of markets both current and
historical and are used to promote Aegon Asset Management's investment management capabilities: they
are not investment recommendations, research or advice. Sources used are deemed reliable by Aegon
Asset Management at the time of writing. Please note that this marketing is not prepared in accordance with
legal requirements designed to promote the independence of investment research, and is not subject to any
prohibition on dealing by Aegon Asset Management or its employees ahead of its publication.

All investments contain risk and may lose value. Responsible investing is qualitative and subjective by
nature, and there is no guarantee that the criteria utilized, or judgement exercised, by any company of Aegon
Asset Management will reflect the beliefs or values of any one particular investor. Responsible investing
norms differ by region. There is no assurance that the responsible investing strategy and techniques
employed will be successful. Investors should consult their investment professional prior to making an
investment decision.

All data is sourced to Aegon Asset Management UK plc unless otherwise stated. The document is accurate
at the time of writing but is subject to change without notice.

Aegon Asset Management UK plc is authorised and regulated by the Financial Conduct Authority.
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