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GUIDE TO

Responsible
Investing

Balancing financial returns with social
and environmental impact

rowing awareness of considerations can range from
climate change, biodiversity employee welfare and human rights to
loss, social inequality and customer outcomes and community
corporate accountability impact. Governance concerns
has led individuals to question not only how companies are run, including
the returns on their investments but board structure, executive pay and
also how those returns are generated. shareholder rights.
This shift in mindset is clear. Asset Importantly, responsible investing
managers, pension providers and is not purely values-driven. ESG
wealth platforms are increasingly factors are increasingly recognised
integrating environmental, social and as financially material, meaning
governance (ESG) considerations into they can directly affect a company’s
their offerings. As a result, investors performance and risk profile. Ignoring
today have more choice than ever, these factors may expose investors to
but also face greater complexity in risks that are not immediately apparent
understanding what different labels through traditional financial analysis.

and strategies mean in practice.
The different approaches

Setting the context There is no single framework

At its simplest, responsible investing for responsible investing, and

refers to an approach that considers understanding the different

social and environmental good approaches can help investors

alongside financial return. It is an navigate the market more effectively.

umbrella term covering a wide

range of strategies, all of which — ESG integration involves

aim to incorporate ESG factors into systematically incorporating ESG data

investment decision-making. and insights into standard financial
Environmental factors may analysis. This approach focuses on

include carbon emissions, energy improving risk-adjusted returns rather

efficiency and resource use. Social than excluding specific sectors.

Responsible investing has
evolved from a specialist
area of finance to a core
consideration for many UK
investors. It enables you to
align your money with
your values.

— Negative screening excludes
companies or industries that do not
meet certain ethical or sustainability
criteria, such as tobacco production,
fossil fuels or controversial weapons.

— Positive screening selects companies
that perform well on ESG metrics
relative to their peers, rewarding
stronger practices.

— Thematic investing focuses
on specific sustainability themes, such
as clean energy, water management or
healthcare innovation.

— Impact investing goes a step further by
targeting investments that aim to deliver
measurable social or environmental
outcomes alongside financial returns.

Many funds combine several of these
approaches, making it important for
investors to look beyond labels and
understand the underlying methodology.

Why responsible investing

is gaining traction

The growth of responsible investing in
the UK is being driven by a combination
of consumer demand, regulatory change
and market evolution. Investors are
increasingly aware of the broader impact



of their financial decisions and are
seeking greater alignment between their
portfolios and their personal values.

Regulation is also playing a key
role. Initiatives such as the Financial
Conduct Authority’s Sustainability
Disclosure Requirements (SDR) aim to
improve transparency and ensure that
sustainability claims are clear, consistent
and not misleading. Over time, this
should make it easier for investors to
make informed choices.

From a financial perspective, ESG
risks are increasingly difficult to ignore.
Climate transition risks, supply chain
disruptions, regulatory changes and
reputational issues can all affect
company performance. Incorporating
ESG analysis can therefore provide a
more comprehensive understanding of
long-term risk and return.

ESG investing may not always
enhance performance

It is also worth recognising that ESG
investing may not always enhance
performance. Excluding certain
sectors or companies can reduce
diversification and may lead investors
to miss periods when those sectors
outperform the broader market. In
addition, implementing ESG strategies

can increase research and compliance
costs, while differences in ESG ratings
between providers can make investment
decisions less consistent.

The relationship between ESG and
investment returns can be mixed,
suggesting that while ESG factors can
provide valuable insights into risk, they
should be considered alongside traditional
financial analysis rather than relied on
as predictors of superior performance.

Link between ESG
and performance
A common question among investors
is whether responsible investing
comes at the expense of returns. While
performance will always vary with market
conditions and specific investments,
there is growing evidence that ESG
factors can support long-term resilience.
Companies with robust governance
structures may be better managed and
less prone to scandals. Those investing
in sustainable practices may be better
placed to adapt to regulatory changes or
shifts in consumer demand. Conversely,
businesses that fail to address ESG
risks may face higher costs or reduced
competitiveness.
However, it is important to maintain
realistic expectations. Responsible

investing does not eliminate risk or
guarantee outperformance. Instead, it
offers an additional lens for assessing
investment opportunities.

How to start your journey

For individuals considering responsible
investing, the starting point is to understand
your own priorities. This may involve reflecting
on which issues matter most to you, whether
thatis climate change, social justice, corporate
ethics, or a combination of factors.

Once your priorities are clear, the next
step is to explore investment options.
Many UK platforms now offer ESG-
labelled funds across Individual Savings
Accounts (ISAs), general investment
accounts and pensions. Reviewing fund
fact sheets, ESG policies and stewardship
reports can help you assess how closely a
fund aligns with your objectives.

It can also be useful to consider
how actively a fund engages with
companies. Some investors prefer
an approach that uses shareholder
influence to drive change, rather than
simply excluding sectors.

Navigating risks

such as greenwashing
As responsible investing has grown,
so too has the risk of greenwashing.
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This occurs when products are marketed
as sustainable or ethical without robust
evidence to substantiate those claims.

While UK regulation is tightening in this
area, investors should remain vigilant.
Marketing language can be vague, and
terms such as “sustainable” or “green” are
not always consistently defined.

Look for clear, detailed disclosures
explaining how ESG criteria are applied,
how investments are selected and how
outcomes are measured. Funds that
publish regular impact reports or provide
transparency on voting and engagement
activities are often more credible.

Building a resilient portfolio
Incorporating responsible investing into
your portfolio does not mean abandoning
core investment principles. Diversification
remains essential for managing risk,

and investors should aim to spread their

The growth of responsible investing
in the UK is being driven by a
combination of consumer demand,
regulatory change and market
evolution. Investors are increasingly
aware of the broader impact of their
financial decisions and are seeking
greater alignment between their
portfolios and their personal values.

investments across different asset classes,
sectors and regions.

Itis also important to balance ethical
considerations with financial objectives.

A well-constructed portfolio should align
with your risk tolerance, investment horizon
and income needs, and integrate ESG
factors where appropriate.

Taking a long-term view is particularly
important. Many sustainability-related
trends, such as the transition to a
low-carbon economy, will unfold over
decades rather than months. Short-term
volatility should not necessarily
deter investors from maintaining a
consistent strategy.

Integrating with your

wider finances

Responsible investing should be viewed
as part of your overall financial plan rather
than a standalone decision. Whether you

are saving for retirement, building wealth
through an ISA, or managing an existing
portfolio, ESG considerations can often be
integrated without fundamentally altering
your strategy.

Workplace pensions are a key area for
review. Many schemes now include ESG-
focused default funds, but the extent of
integration can vary widely. Taking time
to understand your pension’s investment
approach can help ensure it aligns with
your expectations.

For more engaged investors, self-
invested personal pensions (SIPPs) and
investment platforms offer greater flexibility
to choose funds and tailor your portfolio.

The future of

responsible investing

Looking ahead, responsible investing is
likely to become even more embedded
in mainstream finance. Advances in



data, improved reporting standards
and continued regulatory oversight are
expected to enhance transparency and
comparability across the market.

At the same time, investor expectations
are evolving. There is growing demand not
only for responsible practices but also for

measurable outcomes and real-world impact.

This is likely to drive further innovation in
investment products and strategies.

For UK investors, this means greater
opportunity, but also an ongoing need
to stay informed and critically assess
available options.

Maintaining realistic
expectations

However, it is important to maintain
realistic expectations. Responsible
investing does not eliminate risk or
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guarantee outperformance. As with

any investment approach, its success
depends on market conditions, investment
selection and portfolio construction.

"

ESG analysis should be seen as an additional
tool for assessing investment opportunities,
rather than a substitute for sound financial
analysis and diversification. <

Ready to take the next step?

If you would like to explore how responsible investing could fit into your financial
plans, speak to us for professional guidance. We can help you navigate the
options, assess risks, and ensure your investments align with your financial goals

and personal values.

Taking the time to understand responsible investing today could help you build a
portfolio that reflects not only where you want to be financially, but also the kind of

future you want to support.

We look forward to hearing from you if you would like to discuss your options

or find out more.
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Considering
how to

align your
investments
with your
values?

For tailored guidance and to
help you better understand your
responsible investing options,
we are here to help.

Contact us today to arrange
your consultation and discuss
your investment priorities.

This guide is for your general information and use only and is not intended to address your particular requirements. The content should not be relied upon in its
entirety and shall not be deemed to be or constitute advice. Although every effort has been made to provide accurate and timely information, there is no guarantee
that it is accurate as of the date it is received or that it will remain accurate in the future. No individual or company should act upon such information without receiving
appropriate professional advice after a thorough examination of their particular situation. We cannot accept responsibility for any loss arising from acts or omissions
taken in respect of the content. Thresholds, percentage rates and tax legislation may change in subsequent Finance Acts. Levels and bases of taxation, and the relief
from it, are subject to change, and their value depends on the investor’s individual circumstances. The value of your investments can go down as well as up, and you

may get back less than you invested. Unless otherwise stated, all figures relate to the 2026/27 tax year. A pension is a long-term investment not normally accessible until

age 55 (57 from April 2028 unless the plan has a protected pension age). The value of your investments (and any income from them) can go down as well as up, which

would have an impact on the level of pension benefits available.
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