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Our purpose is to preserve 
and enhance the value of our 
clients’ assets through long-term 
engagement and analysis. 
With a focus on long-term investment, we hold 
companies that we deem to be high quality. We 
define ‘quality’ in this context as companies that are 
not capital intensive and have a strong economic 
moat, reliable cash flows and a healthy balance 
sheet. However, we are not just investors, we also 
understand the influence we can have on the 
companies we invest in on behalf of our clients. This 
is why we feel integrating environmental, social 
and governance (ESG) factors into our investment 
process, and actively engaging with our investee 
companies, can help to sustain and improve returns 
for our clients.
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2025 Highlights  

EDDIE platform enhancements: Integrated our proprietary 
ESG Risk Assessments into the platform for increased 
transparency among the wider investment team.

Thematic analysis on specialist areas completed:

•	 Regenerative Agriculture

•	 Coffee and Cocoa

•	 Deforestation

•	 Data Centres

Material improvements in our UNPRI assessments

•	 Policy Governance & Strategy: 4/5 or 88%

•	 Direct – Listed Equity – Active Fundamentals: 5/5 or 98%

•	 Confidence Building Measures: 4/5 or 80%
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EVENLODE’S YEAR IN STEWARDSHIP
By Rob Harris, Chief Executive Officer

We seek real, durable returns for our clients over 
the long term, investing in a sustainable way that 
contributes to a positive future

Rob Harris, Chief Executive Officer

For us at Evenlode Investment, 
incorporating environmental, social 
and governance (ESG) factors into 
our investment process is not about 
aligning with specific moral or ethical 
agendas but about ensuring we are 
assessing all risks a company is likely 
to face over its business cycle. We have 
always believed the focus should be 
on materiality, not just messaging. 
As equity investors, we typically hold 
stocks for five years or more. This means 
we must take a comprehensive view of 
potential regulatory, environmental and 
social risks that could affect the long-
term resilience of a company’s future 
earnings.

The key question is what material 
ESG-related risks have the potential 
to impact the cash flows of a business 
over the long term? We also need to 
judge whether these are risks the market 
may be overlooking. Does a business 
with disproportionately high scope 3 
emissions – which could be impacted 
by regulatory shifts like carbon taxes – 
have a credible, science-based transition 

plan? Are a company’s raw material 
inputs exposed to climate change in 
ways that could ultimately affect pricing 
power? Can we be more proactive 
rather than reactive in anticipating 
governance failures by better 
understanding management incentives 
and disclosure policies? These 
considerations are incredibly important 
in understanding how a business is 
run, rather than being framed within 
a confusing ESG narrative which can 
mean different things to different 
people.

ESG considerations have always been 
embedded within our risk management 
framework, and our focus remains on 
identifying the risks and opportunities 
that will ensure companies in our 
portfolios continue to operate 
successfully in the future. In our role as 
fiduciaries and long-term stewards of 
our investors’ capital, we believe that 
companies which proactively manage 
these risks are more likely to sustain 
competitive advantages and generate 
durable returns for our clients.
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Evenlode’s Year in Stewardship
By Rob Harris, Chief Executive Officer

Stewardship with purpose

The purpose of our stewardship team is 
to preserve and enhance the value of 
our clients’ assets through long-term 
engagement and analysis. Robust risk 
management is at the heart of this, and 
as active owners, we play a key role in 
influencing companies to improve their 
governance structures, environmental 
practices, and social impact through 
their value chain. Unlike those investors 
who rely on external proxy advisors for 
voting recommendations, we conduct 
all our voting decisions in-house. This 
is not to say that proxy advisors do not 
have a place – they provide valuable 
insights – but given our long-standing 
relationships with investee companies, 
we feel that we have sufficient 
information to make well-informed 
voting decisions.

One of the main objectives of our 
stewardship team is to engage 
with companies over the long-term 
to improve their sustainability 
characteristics. Effective engagement is 
not about short-term interventions but 
about creating meaningful dialogues 
that lead to tangible improvements over 
time. This is particularly relevant given 
the Sustainable Finance Disclosure 
Regulations (SFDR) Article 8 status for 
our Irish-domiciled funds.

In 2025, regulatory and reporting 
requirements continued to evolve, 
requiring closer collaboration between 
our stewardship and compliance 
teams. While regulatory demands 
have increased our workloads, they 
have also enhanced our internal 
processes, reinforcing our stewardship 
culture across both the investment 
and business teams. The integration 
of compliance considerations into our 
stewardship strategy ensures that 
we remain ahead of future regulatory 
changes.

Over recent years, there has been a 
growing awareness of responsible 
investing within our industry, across 
government and wider society, and 
we believe that – despite short-term 
headwinds – momentum will continue to 
build. We have always understood that 
the role of asset management extends 
beyond capital allocation; we also have a 
fiduciary responsibility to drive positive 
change through our engagement 
strategies. When done effectively, 
engagement not only helps to improve 
the sustainability profile of individual 
companies but can also enhance their 
long-term risk-adjusted returns. 

As we look forward, Evenlode remains 
committed to preserving and enhancing 
the value of our clients’ assets through 
long-term engagement and analysis. 
We will continue to engage with our 
portfolio companies to advocate 
for good governance, sound capital 
allocation decisions and alignment of 
pay and performance. We look forward 
to sharing our insights with you in the 
years ahead.

Rob Harris, Chief Executive Officer
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THE TEAM  
By Sawan Wadhwa, Head of Stewardship

We are looking for 
strength in depth within 
our team and have hired 
individuals with 
experience from diverse 
backgrounds. This 
ensures we address all 
Evenlode’s business 
values and enhance our 
investment process.

Sawan Wadhwa, Head of Stewardship

As an employee-owned business the 
aim is to build a multi-generational 
team within which, in due course, the 
business can be handed from one set 
of employee-owners to another whilst 
continuing to consistently apply our 
process to the portfolios we manage. 
The concept of delivering in the long 
run for all stakeholders means that the 
team is structured to take collective 
ownership for the decisions made on the 
portfolios we manage, whilst containing 
lines of individual responsibility 
to ensure that accountability is not 
dissolved.

Hugh Yarrow
Lead Manager

Ben Peters
Co-Manager

Sawan Wadhwa
Head of
Stewardship

Bethan Rose
Stewardship Analyst

Rebekah Nash 
Stewardship Analyst 

Lily Postlethwaite
Stewardship Analyst

Ben Peters
Lead Manager

Chris Elliott
Co-Manager

Chris Moore
Co-Manager

Charlotte Lamb
Deputy Portfolio 
Manager

Robert Hannaford
Deputy Portfolio 
Manager

Cristina Dyer
Deputy Portfolio 
Manager

Leon Cyril
Investment Analyst

Ben Armitage
Investment Analyst

Gurinder Samra
Investment Analyst

Samuel Ratcliffe
Junior Investment 
Analyst

Chris Elliott
Co-Manager

James Knoedler
Co-Manager

Phoebe Greenwold 
Investment Analyst

IFSL Evenlode Income

Stewardship Team

IFSL Evenlode Global Income / 
Evenlode Global Dividend

IFSL Evenlode Global Equity / 
Evenlode Global Opportunities

Research Trainee
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EVENLODE’S STEWARDSHIP STORY
By Sawan Wadhwa, Head of Stewardship

Evenlode is a signatory of the UK Stewardship Code 
which was first published by the Financial Reporting 
Council (FRC) in 2010. Following its most recent 
update which took effect from 1 January 2026, the 
Code has continued to set high stewardship standards 
for asset owners, managers and service providers that 
support them. 

The Code has consolidated to six 
guiding principles for asset managers 
and owners with a separate set 
of targeted principles for service 
providers. This reflects the FRC’s move 
towards a more outcome-based and 
proportionate reporting framework. We 
welcome the change. The Code aims 
to encourage engagement between 
institutional investors and company 
management and promote a greater 
level of transparency. It is applicable 
to those firms who manage assets on 
behalf of institutional shareholders, 
including pension funds, insurance 
companies, investment trusts and other 
collective investment vehicles.

The Code increasingly helps us navigate 
around these complex risk mitigating 
themes and is increasingly recognising 
that ESG factors are becoming even 
more material to the long-term success 
of a company. We have appreciated the 
Financial Reporting Council’s extensive 
consultations with asset managers, 
owners and service providers on the 
amendments of the Code for 2026, and 
have especially welcomed the reduction 
of the reporting burden and a more 
flexible reporting structure.

Evenlode is a signatory to the UNPRI. 
The principles were developed in 2005 
by an international group of investors 
who wanted to promote the increasing 
relevance of responsible investment. 
By becoming signatories, we have 
committed to implementing these 
principles and incorporating ESG 
factors into our investment process to 
better manage risks for our clients. After 
signing up to the UNPRI in 2018, our 
most recent assessment report results 
suggested incremental improvements 
from the previous year:

•	 Policy Governance & Strategy: 4/5 
or 88%

•	 Direct – Listed Equity – Active 
Fundamentals: 5/5 or 98%

•	 Confidence Building Measures: 4/5 
or 80%

To access the assessment and 
transparency reports, please visit  
this link.
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ESG INTEGRATION
By Sawan Wadhwa, Head of Stewardship

We assess companies in our investable universe on a range 
of financial and non-financial factors, divided into three 
different categories: 

•	 Business: Economic moat, pricing power, long-term 
industry outlook, economic sensitivity, diversification, 
management and cultural quality, and ESG.

•	 Financial: Balance sheet strength and cash generation.

•	 Investment: Liquidity risk and valuation risk.

We assign a score of between A to E for each risk factor 
for each company we follow and analyse. This scoring 
methodology induces conversation within the investment 
team at our regular risk scoring meetings and when an 
investment case is reviewed, ensuring a collegiate decision 
is made considering a range of viewpoints. Companies that 
score badly on certain issues, or certain combinations of 
issues, are less likely to be included in our investable universe 
– for instance, an E for both Balance Sheet and/or Economic 
Sensitivity, a Moat score less than a C. If a company scores 
an E on ESG risk because there are severe ESG concerns that 
the company is not managing adequately, it will be excluded 
from the portfolio/universe. Where a company does not 
meet minimum ESG standards and consequently scores a 
D, this leads to active engagement on the identified issues 
that, if necessary, is escalated from direct engagement with 
the company to collective engagement through one of the 
investor initiatives we are members of.

We use several checklists at Evenlode which help us to focus 
our attention on the most significant and/or value-adding 
matters on behalf of our clients. Over the course of the 
year, in order to create more structure around how we score 
companies on ESG risks, we highlighted market-wide ESG 
issues that present long-term risks if not addressed:

•	 Environmental risks: Increasing emission intensity, a 
company’s impact on natural resources.

•	 Social risks: Lack of transparency within the supply 
chain, significant intentional negative impact on society, 
material controversies.

•	 Governance risks: Lack of disclosure, misalignment 
between pay and performance, inadequate independence 
of board members and disproportionate voting rights.

We wanted to ensure we had clear systems in place to 
eliminate any preconceived notions and biases and have 
created a checklist which asks 33 ESG-related questions of 
each company. Environmental-related risks have the highest 
weighting of the three due to the materiality of such risks 
having a disproportionate impact on company profitability.

Example questions from the assessment include:

•	 Is there board-level oversight of climate-related issues?

•	 Has the company had any material human rights 
violations in its supply chain?

•	 Does the company disclose performance metrics targets 
in its remuneration policy?

Once the score is calculated, an independent judgement and 
discretion is applied by the stewardship department as a 
common-sense overlay.

The resulting score is presented and discussed at our weekly 
investment meeting, and this ultimately acts as one of the 
key inputs into the maximum position size of the company. 
Independent discussion, discretion and calibration is useful 
as it brings in a consideration of the nuances of each potential 
issue and eliminates a mechanical approach to decision-
making. The process is collegiate and seeks to bring in the 
views of the whole team, having rigorously sought out the 
most material matters through the initial use of a thorough 
checklist.  It also helps us to highlight which E, S or G factors 
are most material to the company’s industry and/or business 
model.
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ESG Integration
By Sawan Wadhwa, Head of Stewardship

ESG Risk Methodology

Report scope 1, 2 & 3 emissions, 
coherent ‘science-based’ net zero 
strategy with interim targets, 
conducts scenario analysis, board-
level oversight of ESG strategy, 
overall positive social impact with no 
material controversies in its supply 
chain, governance code compliant 
board, relevant ESG-related metrics 
in remuneration policy, positive 
engagement with shareholders.
Engage to learn.

Report on scope 1 & 2 and relevant 
scope 3 emissions, environmental 
targets set for medium and long-
term approved by external body, 
overall largely positive social impact 
with  minor controversies that the 
company seek to address, non-
financials measured in remuneration 
policy, fully independent board 
committees, active engagement with 
shareholders.
Engage on minor issues identified.

Report on scope 1 & 2 and some 
scope 3 emissions, long-term 
environmental targets, ESG strategy 
reported to the CEO, neutral social 
impact, moderate controversies not 
fully managed, majority independent 
board, metrics other than  total 
shareholder return or earnings per 
share used in remuneration policy, 
responsiveness to shareholders. 
Engage to address moderate issues 
identified.

Report on scope 1 & 2 emissions, 
weak governance on ESG strategy, 
only short to medium environmental 
targets, recurring controversies 
within supply chain left unmanaged, 
lack of independence on the 
board and committees, opaque 
remuneration policy solely focused 
on share price/earnings, lack of 
responsiveness with shareholders.
Actively engage for change.

Exclusions
•	We do have a formal 

controversial weapons 
exclusion policy.

•	We do not have a formal 
exclusions policy for tobacco, 
mining, oil and gas activities 
because our investment 
process already precludes 
investing in sectors which 
are capital intensive and can 
cause negative harm to the 
environment and/or society.

Do not report any emissions, 
poor ESG disclosure standards, 
relatively high emission intensity 
in portfolio(s), no environmental 
targets set, detrimental social 
impact of core product/business 
model, non-existent net zero 
strategy, misaligned remuneration 
policy, serious independence 
concerns on the board/committees, 
no engagement with shareholders. 
Exclude from portfolio.

A� 86%-100% B�76%-85% C�66%-75% D� 65%-50% E� 0-49%
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EXCLUSIONS & DEFENCE
By Sawan Wadhwa, Head of Stewardship

Why we exclude companies

We judge each business on its own 
merits when deciding on its ESG risk 
score, and do not exclude any sector 
from the outset. It is our belief that all 
companies face both ESG risks and 
opportunities, and we should critically 
assess those as part of our analysis 
before drawing conclusions. We do, 
however, formally exclude companies 
that directly manufacture controversial 
weapons, and our controversial weapons 
policy is available on our website.

As noted above, we will give a 
company an ESG risk grade of ‘E’ 
if it has significant ESG-related 

risks that are not being adequately 
managed. If a company scores an E 
it will not be eligible for investment. 
This is fundamentally a risk control 
mechanism; it is our belief that 
companies that do not adequately 
manage their own business risks face 
potential liabilities through fines 
and regulatory censure, reputational 
damage, and subsequent lost revenues, 
profitability and cash flow. Such 
companies present heightened risks 
for owners of that business’ equity. We 
therefore look elsewhere to achieve 
good risk-adjusted returns for our 
clients.

Sawan Wadhwa, Head of Stewardship

The investment case for engagement

We will engage with those companies 
that we grade better than ‘E’.

We consider engagement with 
companies as an opportunity. 
Discussing challenges with companies 
enables us to understand their business 
context and obtain more information 
about their mitigation of and resilience 
to the risks that we perceive.

Ultimately though we are seeking to 
create long-term value for our clients 
through improving the sustainability 
characteristics of a company. However, 
we understand that all this takes time 

and a measured approach. This type 
of approach requires appropriate 
engagement objectives and is why we 
set objectives for each engagement, 
which allow us stay focused and monitor 
our ongoing engagements.

Risk management is still a focus for 
those companies that we do not exclude 
on ESG grounds. The company’s ESG 
risk score is considered when setting its 
maximum position size as a routine part 
of our investment process. Companies 
that have lower scores will – all other 
things being equal – have lower 
maximum position sizes.
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Exclusions & Defence
By Sawan Wadhwa, Head of Stewardship

Likely exclusions

The Evenlode strategies are not 
constrained by sector or geography 
(beyond the stated mandate). However, 
our investment process – which focuses 
on high-quality, cash-generative 
businesses capable of sustaining high 
returns on invested capital (ROIC) over 
the long term – naturally steers us away 
from sectors like banks, energy, oil and 
gas, utilities, real estate and tobacco. 
These are not formal exclusions, and 
in theory we could identify a company 
within these sectors that meets our 
requirements. In practice, however, we 
are very unlikely to invest in them.

Defence

The defence industry sits on a spectrum 
– some activities are more justifiable 
than others. Evenlode does not operate 
a blanket exclusion on investing in the 
defence sector. We recognise that some 
companies supply dual-use products or 
services – such as aircraft components 
or information systems – that serve both 
civilian and military markets. These 
companies are assessed on a case-by-
case basis, with close consideration 
of their business models, risk profiles, 
and alignment with our broader ESG 
principles. While we acknowledge the 
arguments in favour of investing in 
the defence sector, we believe there are 
elevated ESG and client concentration 
risks which make the sector particularly 
challenging.

Achieving zero exposure to the defence 
sector is difficult, as it would prevent 
the fund from investing in many sectors 
that have only a minimal exposure to 
defence and damage the potential for 
risk-adjusted returns. The Evenlode 
portfolios invest in the Materials, 
Information Technology, and Industrial 
Sectors, which inherently results in 
some indirect exposure to defence-
related revenue; Smiths Group, Diploma 
and Microsoft for example.

We recognise that this topic demands 
a nuanced debate and acknowledge 
the arguments in favour of investing in 
the defence sector. National security is 
a priority for governments worldwide, 
and it can be argued that the industry 
plays a role in supporting social 
stability and security, both of which 
are fundamental to the United Nations’ 
Sustainable Development Goals (SDG) 
16, which seeks to promote peaceful and 
inclusive societies and ensure access to 
justice for all. Many defence businesses 
also demonstrate resilient financial 
models and, in some cases, deliver high 
returns on invested capital and strong 
free cash flow generation – qualities 
that align with the characteristics 
we seek in our investable universe. 
However, the opposite is also true. Many 
companies in the sector fall short of our 
criteria; their high asset intensity often 
constrains consistent cash generation, 
and their long-term prospects can 

be undermined by shifting political 
priorities. Moreover, while competitive 
advantages are usually entrenched 
due to the nature of government 
procurement, this can limit pricing 
power and contribute to structurally 
tight margins.

As outlined above, we apply a nuanced 
approach rather than a single blanket 
rule. Instead of making broad ethical 
judgements, we assess exposure 
on a case-by-case basis and review 
these carefully within our ESG risk 
assessment and therefore in our 
decisions to include certain stocks into 
our investable universe.
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THE ENGAGEMENT TRACKER
By Sawan Wadhwa, Head of Stewardship

To gain a deeper understanding 
of the businesses we invest in, we 
measure the level of accessibility and 
transparency companies offer to their 
stakeholders. We’ve observed over the 
years that there is a good correlation 
between companies that are willing 
to engage with investors proactively 
and those that have a strong and open 
culture throughout the organisation. 
For example, Games Workshop is a 
holding we have engaged with for 
many years regarding the lack of 
a long-term incentive plan (LTIP) 
in their remuneration policy. As a 
result, their management had not 
been appropriately remunerated for 
outperformance over the past few 
years. When we engaged with them 
again in late 2024, regarding their 
new three-year share award scheme, 

we communicated that we could not 
support a policy which was solely based 
on EPS and therefore voted against.

In 2025 we had a follow up meeting 
where the Remuneration Committee 
chair outlined a revised policy, shaped 
by our contribution in the collective 
engagement among other shareholders. 
Key changes included formalising 
the short-term incentive plan (STIP), 
retrospectively reporting targets, and 
introducing a triennial share award 
with a revenue/profit before tax growth 
hurdle and a 14% minimum EPS target. 
Our past engagement and voting 
decisions on performance metrics 
contributed to these positive changes 
at Games Workshop, highlighting the 
effectiveness of continual, long-term 
engagement.

We consider stewardship to be an 
important part of our investment 
philosophy, and have over the past few 
years been developing a framework for 
engagement with the companies we 
invest in. We believe it is our fiduciary 
duty to protect and enhance the value 
of our clients’ assets, whilst responsibly 
minimising broad non-financial risks. 
Monitoring of investee companies is 
good investment practice, and we would 
never invest on behalf of our investors 
without undertaking sufficient due 
diligence.

Our proprietary investment research 
software system (EDDIE) includes the 
‘Engagement Tracker’ functionality. 
The 4-step process for documenting 
engagement activity in EDDIE is shown 
below: 

Engagement Tracker

Interactions 2025

Initiation 21 44%

Acknowledgement 12 26%

Discussion 9 19%

Action 5 11%

Total: 47 100%

DISCUSSION
The conversation around 
the engagement topic is 
documented.

ACKNOWLEDGMENT
There is a response from either 
party with an acknowledgement 
of any concerns raised.

ACTION
The outcome of the engagement 
is documented. Has the company 
implemented a new policy as a 
result of our engagement or made 
a strong enough argument to 
defend its current strategy? 

INITIATION
The engagement is created as a result 
of either a vote against management 
at an annual general meeting (AGM), 
a specific issue which has been 
identified by Evenlode and raised 
with the company, or alternatively a 
contact from the company itself. 
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The Engagement Tracker
By Sawan Wadhwa, Head of Stewardship

Examples of cases that lead us to prioritise an engagement are:

PROCTER & GAMBLE – DEFORESTATION AND SUPPLY CHAIN TRACEABILITY

•	 Issue: P&G sources significant volumes of palm oil 
and wood pulp, leading to exposure to regulatory, 
reputational and operational risks. Inadequate 
traceability at plantation level and reliance on mass-
balance certification present potential risks to long-
term brand equity, as well as potentially increasing 
compliance costs and threatening the security of 
supply.

•	 Action: The objective to the engagement was 
to evaluate P&G’s preparedness for the delayed 
European Union Deforestation Regulation (EUDR), 
assess the traceability of palm oil and wood pulp, and 
encourage improved disclosure, certification and 
climate-related targets to support long-term value 
preservation.

•	 Evenlode wrote to P&G in October 2024 to assess 
EUDR readiness. In parallel, we participated as a 
collaborator in a Climate Action 100+ engagement, 
raising expectations on SBTi FLAG targets, scope 3 
emissions disclosure, climate lobbying transparency 
and net-zero roadmap credibility.

•	 In 2025 the stewardship team arranged a one-on-one 
call with P&G’s Global Sustainability team to focus on 
Free Prior Informed Consent (FPIC) implementation, 
smallholder oversight, forest definitions and palm 

oil segregation. We gained valuable insights into the 
company’s monitoring framework, including supplier 
sustainability requirements, in-field assessments, 
desk-based audits, satellite monitoring, grievance 
mechanisms and risk-management software. The 
engagement also covered structural traceability 
challenges in palm kernel oil due to commingling, 
time constraints and aggregation at mill level.

•	 Outcome: P&G confirmed expected compliance with 
EUDR timelines and clarified its forest definition, 
supplier certification requirements and approach 
to smallholder engagement. While traceability 
constraints remain for palm kernel oil, the company 
demonstrated ongoing efforts to improve certification 
standards, expand monitoring tools and pilot 
satellite tracking in key sourcing regions. As a team 
we felt incrementally positive with regards to the 
company’s approach to nature-based risks found in 
their upstream supply chain. The level of resourcing 
and engagement the issues are receiving was 
encouraging. The team were also pleased to build 
a rapport with such a large corporate and will look 
to continue the dialogue on an ad-hoc basis going 
forwards.
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The Engagement Tracker
By Sawan Wadhwa, Head of Stewardship

MEDTRONIC – PFAS REGULATIONS

•	 Issue: In 2025, Evenlode reviewed the upcoming Per-
and Polyfluoroalkyl Substances (PFAS) regulations 
in both the EU and the US. PFAS are a large class of 
synthetic chemicals known for their persistence in the 
environment, often referred to as ‘forever chemicals’. 
They are defined by strong carbon-fluorine bonds, 
making them extremely stable to water, grease and 
heat. They can consist of at least 5,000 individual 
substances and as a result, not all PFAS are the same. 
PFAS can accumulate in soil and water systems, 
raising concerns around its negative impact on the 
environment as well as human health.

•	 In the US, the Toxic Substances Control Act (TSCA) 
requires companies that manufactured or imported 
PFAS (or PFAS-containing articles) at any point from 
2011-2022 to report data on use, volume, disposal 
and exposure to the forever chemicals. In the EU, the 
proposed Registration, Evaluation, Authorisation 
and Restriction of Chemicals (REACH) aims to ban 
or severely limit the manufacture, placing on the 
market, and use of PFAS.

•	 Action: We wrote to Medtronic’s investor relations 
team to understand their preparedness, product 
reformulations, the research and development 
roadmaps and whether they expect increased 
exposure to litigation risk and any changes to 
financial reserves.

•	 Medtronic are materially exposed to PFAS 
regulation, and they highlighted that they are 
actively monitoring PFAS regulations and working 
with suppliers to ensure safe and stable device 
production. PFAS chemicals may be present in 
some implantable and imaging devices and in some 
packaging materials. The company has launched a 
multi-year programme to identify PFAS use across 
products, manufacturing and facilities, followed by 
a consultation period with their suppliers to explore 
potential alternatives. For the first time in its 2025 
annual report, the company specifically identified 
that many regulatory agencies are imposing new and 
evolving regulatory requirements which may create 
supply chain and production constraints.

•	 Outcome: For companies in the med-tech sector 
– such as Medtronic – PFAS chemicals remain 
operationally critical and cannot simply be removed 
without major reformulations. Although a significant 
part of Medtronic’s product portfolio relies on 
fluoropolymers, the immediate financial risk from a 
regulatory ban is low. Over the next 12 to 18 months, 
the main areas to watch will be any increase in R&D 
spending and whether the company’s exposure to 
litigation risk increases.
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The Engagement Tracker
By Sawan Wadhwa, Head of Stewardship

PAYCHEX – BOARD TENURE

•	 Issue: The Lead Independent Director (LID) of 
Paychex has a tenure of 25 years. According to the UK 
Corporate Governance Code, a tenure over 9 years 
cannot be considered independent. We hold the UK 
Corporate Governance Code as gold standard, and 
although Paychex is a US-listed company, we believe 
having a tenure of 25 years would limit a director’s 
ability to be truly independent.

•	 Action: We wrote to the Head of Investor Relations 
to ask for a justification regarding the 25-year tenure 
of the Lead Independent Director and what the 
succession plan in place to replace this director is. We 
also wrote to enquire about the duplication of Service 
Revenue and Operating Income in the short-term 
incentive plan (STIP) and long-term incentive plan 
(LTIP).

•	 Outcome: We received a response from the Head 
of Investor Relations. They outlined that the LID 
is an invaluable member of the board with strong 
commitment to maintaining board independence and 

effective governance. Their extensive background 
in technology and mergers and acquisitions helps 
to inform the Company’s strategic initiative. They 
believe their long tenure is balanced by the inclusion 
of five new directors and this combination of tenure, 
independence and refreshment of the board ensure 
the composition aligned with the Company’s strategic 
priorities. They stated that succession planning for 
the LID is an active consideration for the board and 
reflects their approach to balancing experience with 
renewal. 

•	 We were somewhat unsatisfied by the explanation of 
the company’s governance as we would like the LID 
to have a shorter tenure while maintaining members 
on the board who have extensive experience. As a 
result, we voted against the re-election of the LID in 
the 2025 AGM.

In adherence to our voting policy, 
we initiate dialogue with company 
management before we action a vote 
(if we need additional information) 
and also after actioning a vote (if 
we vote against management) via a 
letter. In 2025, we wrote 47 letters 
to companies about their AGM vote, 
emissions disclosures and net zero 
targets.

Due to the differing nature of 
governance frameworks globally, 
and the complexity of surrounding 
policies, it can be useful to speak with 

management before inputting the 
vote. If voting against management, 
our policy states that we must write to 
the company stating the reasons why. 
This induces a healthy conversation 
post the AGM about the changes we 
want to see in the company and allows 
us (as investors) to better understand 
the company’s point of view. Although 
the topics may differ between various 
geographies, the engagement strategy 
remains the same for all the funds. 
Recording each step of the engagement 
process allows us to record, analyse, 
monitor and measure the success of 

our engagements. As the information 
is now kept in a centralised database, 
it further enhances transparency and 
spreads the knowledge in the team, 
whilst eliminating the risk of sending 
conflicting messages. Ongoing 
maintenance of the tracker also has the 
ability to provide useful data which we 
can then use to create a more robust 
engagement framework.

For our full engagement policy please 
visit this link.
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ENGAGEMENT THEMES
By Rebekah Nash, Stewardship Analyst

In 2024, we combined our AGM and 
net zero engagements. This allowed us 
to have meaningful dialogue, focusing 
on quality rather than quantity of 
engagements. 

Engagements via teams or face-to-
face meetings remain a key part of 
our overall stewardship strategy. By 
combining our engagements with 
companies, we can focus solely on the 
most material ESG-related issues. Often 
these include themes around emissions 
data, governance-related analyses, and 
net zero assessments. This data often 

only changes annually so singular 
engagements are far more efficient. 

This targeted approach has led to more 
positive interactions with portfolio 
companies, encouraging us to continue 
this strategy into 2025 while seeking to 
further streamline the process. Notably, 
company strategy and remuneration 
emerged as the top two themes we 
engaged on.

Rebekah Nash, Stewardship Analyst

COLLABORATION 

Our overall approach around direct vs collaborative engagements is simple. We believe collaboration is important to 
strengthen our collective influence in addressing ESG issues and learn from like-minded investors. However, as long-term 
investors, we have developed long-term relationships with our investee companies through direct engagements, and we 
believe that is a key ingredient in effecting change that will benefit both our companies and clients.

P&G climate action 100+ engagement

In 2025 we were a collaborator in an engagement organised 
by Climate Action 100+. The themes discussed were the 
company’s emissions intensity, impact of the European 
Union Deforestation Regulations (EUDR) and the 
company’s net zero roadmap.

The collective engagement enabled us to gain valuable 
information on how the company is managing their 
climate-related risks. There was a particular focus on 
deforestation as the company procures a significant amount 
of wood pulp from Canada, the US and Brazil. They spoke 
to the importance of Forest Stewardship Council (FSC) 
certification and their pilot programmes which use satellites 

to monitor land use change in Canada. This provides them 
with more granular data on suppliers that have land tenure 
access to intact forest landscapes. The satellite monitoring 
was designed to capture data that the company can rely on 
throughout their supply chain to monitor land use change.

As a result of this engagement, we now have a better 
understanding of their double materiality assessment and, 
in turn, the barriers to reducing their scope 3 emissions 
and addressing deforestation. Engaging alongside other 
investors is an efficient use of resource for both the 
company and their investors as well as providing us with 
the opportunity to learn from other like-minded investors.
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Engagement Themes
By Rebekah Nash, Stewardship Analyst

Engagement Themes

Engagement by Region

18%

17%

11%
7%6%

6%

5%

5%

4%
4%

4%
3%

Company Strategy
Remuneration
Supply Chain
Human Health
Net Zero
Product Quality and Safety
Climate Change
Deforestation
Biodiversity
Board Structure
Succession Planning

Labour Conditions
Carbon Emissions
Company Culture
Use of Water
Human Rights
Audit Issues
Balance Sheet
Dividend Policy

Companies 51
Engagements 68

United Kingdom
United States
France
Switzerland
Japan
Netherlands
Germany

38%

35%

10%

7%
3%3%3%
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STEWARDSHIP IN PRACTICE
By Rebekah Nash, Stewardship Analyst

By carrying out sufficient due diligence we invest in 
companies that are being managed according to a 
strategy and principles with which we fundamentally 
agree. With this in mind, Evenlode’s policy is to 
usually vote with management on resolutions put 
forward unless we have initiated an engagement in the 
previous year showing our discontent, and asking for 
change which has not yet materialised. 
As a firm, we do not engage in stock 
lending and vote all our shares using 
the proxy voting service provider, 
ProxyEdge. We have a close relationship 
with their representatives where we 
can use their platform to check for 
upcoming meetings (helping us to plan 
for AGM seasons), monitor voting rights 
and, finally, action our votes. Voting 
with the board is not automatic and in 
cases where we disagree with a specific 
issue we will vote against. Where 
possible this will happen after dialogue 
with the officers of the company has 
taken place.

We do not use external proxy 
research providers as we believe it to 
be our fiduciary duty to vote shares 
in accordance with the investment 
philosophy that we set out to our 
clients. All of our research is carried 
out in-house by our stewardship 
analysts, using both publicly available 
information and internal research 
carried out by our fund managers and 
investment analysts. Due to the size 
and nature of our business, we do not 
seek independent assurance of our 
proxy voting and stewardship activities. 

Instead, we undertake an annual review 
of all our stewardship activities (voting 
and engagement) at the end of the proxy 
voting season to better understand the 
market and how we can structure our 
engagement style going forward.

We consider the UK corporate 
governance model as best-in-class. 
However, we do understand that other 
jurisdictions and geographies have 
different requirements and take these 
into consideration when making our 
voting decisions.

We disclose all our voting activity in 
the Stewardship section of our company 
website, on a quarterly basis. In the 
interests of best practice, transparency 
and investor information, we also 
provide details of when we have voted 
against management and the reasons 
for this.

To access our voting records, please 
visit this link.

Rebekah Nash, Stewardship Analyst
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Stewardship in Practice
By Rebekah Nash, Stewardship Analyst

Voted Resolution by Region

VOTING SUMMARY FOR 2025
Meetings	 87
Resolutions 	 1,498
With Management 	 1,443
Against Management 	 53
Abstain 	 2

3.54% 
of the total votes cast were 
against management.

United States 
340

Netherlands 
31

Denmark 
5 

UK 
674

Spain
19

Australia
6

Japan
18

Jersey
22

Switzerland
101

France
213

Germany
69

Number of voted resolutions
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Stewardship in Practice
By Rebekah Nash, Stewardship Analyst

Votes Against Management (per meeting) 

Votes Against Management Themes (per resolution)

Votes against management
Votes with management

28%

70%

Theme Total %
Remuneration 23 43%
Director 13 25%
Social 6 11%
Environmental 5 9%
Audit 3 6%
Other 3 6%

 53 100%

43%

25%

11%

9%

6%
6%

In 2025, we voted at a total 
of 87 meetings, voting 
100% of the time on all 
resolutions. We voted 
against management at 
28% of the meetings on at 
least one resolution
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Stewardship in Practice
By Rebekah Nash, Stewardship Analyst

Below are some examples of situations where we have voted against management (with company names removed):

COMPANY A

At the 2025 AGM, Evenlode voted against management to 
support the shareholder resolutions on Data Operations in 
Human Rights Hotspots and the resolution relating to a report 
on the AI Data Usage Oversight.

•	 We supported the report on AI Data Usage Oversight 
which was proposed by the National Legal and Policy 
Centre. It requested that the company produce a report 
on AI Data Usage Oversight which assesses the risk to 
the company’s operations, finance and public welfare 
presented by the real, unethical or improper use of 
external data in the development and training of its 
AI offerings. We supported this resolution due to the 
increased exposure to litigation risks. The shareholders 
voted 13.26% in favour of this resolution at the 2025 AGM.

We also supported the report on Data Operations in 
Human Rights Hotspots. It was requested the company 
commissions a report assessing the implications of placing 
their data centres in countries with significant human 
rights concerns and strategies for mitigating the impact. 
We supported this resolution in 2024, and we continued to 
vote for this resolution in 2025. At the 2025 AGM, 27.48% 
of the shareholders voted in support of this resolution 
showing the growing pressure from shareholders on this 
issue.

COMPANY B

One of our investee companies continues to only include 
Earnings per share (EPS) and Total Shareholder Return 
(TSR) in their Long-Term Incentive Plan (LTIP). Our policy 
at Evenlode is to vote against LTIPs with contain only 
these metrics due to their ability to be manipulated and the 
power of external factors rather than the focus on company 
fundamentals.

•	 Following our vote against management at the 2025 
AGM, we wrote to investor relations to encourage the 
Remuneration Committee to consider adding additional 
metrics into the LTIP. We received a further letter from the 
Chair of the Remuneration Committee addressing why the 
overall vote for the remuneration policy resolution passed 
at below 80%. They understood that this was related to the 
LTIP award and as such the committee wanted to address 
the concern by returning to the 2024 LTIP award with a 
payout at 25% for median TSR performance against global 
peers.

We thanked the Chair of the Remuneration Committee for 
the letter. Whilst we appreciate the reversion to the 2024 
LTIP element and think this makes sense, our general view 
on the LTIP is that we would like to see an additional metric 
included. We will continue escalating this and voting 
against the remuneration policy until an additional metric 
is bought into the remuneration policy.
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CARBON EMISSIONS ANALYSIS
By Lily Postlethwaite, Stewardship Analyst and Bethan Rose, Stewardship Analyst

1	 World Meteorological Organization.

The climate crisis intensified in 2025, with the World 
Meteorological Organization confirming that 2025 was 
one of the three warmest years on record1. 
Scientific consensus confirms that 
human activity is the driving force 
behind climate change, with the 
sharp rise in atmospheric carbon 
dioxide (CO₂) levels identified as a 
major contributor to global warming. 
Set within this context, institutional 
investors have a critical role to play in 
reducing their investments’ emissions 
through the power of active ownership, 
escalation and effective engagement.

At Evenlode, we have been measuring 
and reporting our financed emissions 
since 2019. This report forms part of 
our commitment to achieving net zero 
emissions across 100% of our portfolios 
by 2050, aligning with the Net Zero 
Asset Managers (NZAM) initiative. As 
long-term equity investors we have a 
fiduciary responsibility to protect and 
enhance the value of our clients’ assets 
whilst responsibly minimising broad 
non-financial risks. We do this through 
consistently monitoring investee 
companies and engaging where 
appropriate.  

We believe that conducting annual 
assessments of the financed emissions 
of our funds – and publicly reporting the 
results – enhances our understanding 
of the climate impact of our portfolio 
companies and the transition risks 
they may encounter over the long-term. 
This analysis allows us to engage more 
effectively with the highest-emitting 
businesses, supporting meaningful 
progress toward our net-zero emission 
intensity targets.

Methodology

We report the financed emissions of 
our investments across all the Evenlode 
funds, based on the portfolios as at 31 
December 2025. Our analysis covers 
scope 1, scope 2, and all categories 
across scope 3 emissions. For our 
analysis, we utilise the full Greenhouse 
Gas (GHG) emissions dataset provided 
by the Carbon Disclosure Project (CDP). 
This dataset collates companies’ own 
reports of their emissions and fills in the 
gaps with modelled estimates.

This year, we continue to align our 
reporting with the recommendations 
of the Taskforce on Climate-related 
Financial Disclosures (TCFD), as 
well as the new Taskforce on Nature-
related Financial Disclosures (TNFD), 
particularly with respect to climate-
related metrics and targets.

Lily Postlethwaite, Stewardship Analyst

Bethan Rose, Stewardship Analyst
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Carbon Emissions Analysis
By Lily Postlethwaite, Stewardship Analyst and Bethan Rose, Stewardship Analyst

Results

In 2025, we saw an increase of 30.2% in 
our emissions per £10k invested across 
our investment portfolios, from 2.05 
to 2.67 tonnes of CO2e. For context, 
the estimated quarterly average 
carbon footprint per person in the UK 
is 1.7tCO2e, according to the Office 
for National Statistics (ONS)2. On an 
annualised basis that’s approximately 
6.8 tCO2e per capita. Ideally, our goal 
is for the portfolios emissions data 
to move in the opposite direction, 
however, following our analysis, we 
fully understand the reasons behind 
the increase and continue to be well-
positioned to focus our engagement 
efforts accordingly.

The IFSL Evenlode Global Equity (EGE) 
and Evenlode Global Opportunities 
(EGO) funds reported the lowest 
emissions per £10k invested among 
the Evenlode funds, a difference 
largely attributable to sector allocation. 
While IFSL Evenlode Income (EI), 
IFSL Evenlode Global Income (EGI), 
and Evenlode Global Dividend 
(EGD) maintain greater exposure to 
sectors such as Consumer Staples 
and Industrials, EGE and EGO hold 
higher allocations to Financials and 
Communication Services sectors, which 
are typically associated with lower 
emissions intensity.

2	 Office for National Statistics.
3	 Ember.

The overall rise observed was driven 
almost entirely by two holdings within 
the IFSL Evenlode Income fund, Spirax-
Sarco and Weir Group. As mentioned 
in the prior year portfolio emissions 
report, upon identifying the Spirax-
Sarco anomaly, we engaged with the 
company to verify the data. Spirax-Sarco 
responded with three key explanations 
for the increase:

1.	 The inclusion of the emissions 
of two major acquisitions in 
their 2024 reporting for the first 
time.

2.	 A conservative assumption 
of full-capacity usage of their 
products to prevent under-
reporting.

3.	 The incorporation of full 
product lifecycle emissions, 
particularly for long-life 
technologies such as electric 
thermal solutions and steam 
systems.

In 2025, we kept a strong line of 
communication with the company and 
monitored any changes in the data. 
This year the company has collated 
more accurate data within category 11 
‘use of sold products’ and as a result 
gathered more accurate information 
from their customers. Overall, the 
company feel that the effects of grid 
greening are starting to show a positive 
shift, however, they continue to face 
challenges. One issue is that many 
of Spirax’s customers are Original 
Equipment Manufacturers (OEMs) and 
are not the end user, so getting good 
customer insights on product utilisation 
continues to be time consuming. 
Additionally, in some cases customers 
are unwilling to share utilisation data as 
it is seen as confidential.

Weir Group shares similar traits to 
Spirax in their category 11 ‘use of sold 
products’ which is quite a significant 
scope 3 category for the business. This 
is because Weir’s products are sold into 
the mining industry and as a result 
the overwhelming majority of Weir 
Group’s carbon footprint is attributable 
to downstream emissions, specifically 
the use phase of long-lifespan products 
such as slurry pumps and ground 
engaging tools. Similarly to Spirax, 
Weir’s scope 3 emissions reduction 
relies on the rate of adoption of low 
carbon energy by customers as well as 
grid decarbonisation. Additionally, their 
scope 3 footprint has continued to grow 
in part due to sales to countries with 
high emissions factors. High emissions 
factors mean activities or energy 
sources that produce large amounts of 
greenhouse gases per unit of output. 
For example, in India coal accounts for 
roughly 75% of electricity generation3. 

Overall, emissions per £10k invested 
decreased for both EGI and EGD this 
year. This decline was driven by minor 
shifts in sector exposure and the sale of 
carbon-intensive holdings, alongside 
reported reductions in actual emissions. 
For EGI, the sale of Kuehne & Nagel was 
helpful given the company previously 
made up 6% of EGI’s financed emissions. 
Additionally, for portfolio holding Fuchs 
we had been including a large CDP 
estimate for category 10 ‘processing of 
sold products’. We decided this year to 
remove the estimate, aligning with how 
the company reports. The company 
felt this category was not relevant to 
them because lubricants are not usually 
further processed by the customer 
rather used directly. We agreed with this 
assertion and have decided to remove 
the estimate; this change works out 
positively for the fund.  
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Carbon Emissions Analysis
By Lily Postlethwaite, Stewardship Analyst and Bethan Rose, Stewardship Analyst

EGE and EGO experienced a reduction 
in emissions intensity. Here we noticed 
that with portfolio holding Nintendo 
– which last year made up 4% of the 
funds’ financed emissions – there was 
a data error. This meant some scope 
3 emissions categories were being 
accounted for twice. Adjusting for the 

error this year, Nintendo now accounts 
for 2% of the fund’s financed emissions. 
In terms of sector exposure, the funds 
continued to reduce their exposure to 
Consumer Staples (from 16% to 13% year-
on-year) with increased allocation to the 
usually lower-emitting communication 
services sector (from 10% to 13%).

Across all Evenlode funds, scope 3 
emissions remained significantly 
higher than scope 1 and 2, highlighting 
the importance of understanding and 
disclosing value chain emissions across 
the full life cycle of a product or service.

Tonnes of CO2e/£10k invested across scopes 1, 2 and 3
Fund 2020 2024 2025 y-o-y % 

change
% change 

since 
baseline

IFSL Evenlode Income (EI) 2.34 2.57 4.08 59 74

IFSL Evenlode Global Income (EGI) 2.14 1.56 1.28 -18 -40

Evenlode Global Dividend (EGD) 2.13 1.59 1.29 -19 -39

IFSL Evenlode Global Equity (EGE) 0.89 0.41 0.29 -29 -67

Evenlode Global Opportunities (EGO) 0.41 0.29 -29

Evenlode Total 2.3 2.05 2.67 30 16

Tonnes of CO2e/£10k invested across scopes 1, 2 and 3 as at 31 December 2020, 31 December 2024 and 31 December 2025. Source: CDP and Evenlode. 
Evenlode portfolios as at 31 December 2020, 31 December 2024 and 31 December 2025, using data from the CDP 2020, 2024 and 2025 Full GHG Emissions 
Datasets.

The emissions footprint associated with 
investing £10k in any of the Evenlode 
funds is lower than an equivalent 
allocation to a strategy which tracks 
the MSCI World Index or FTSE All-
Share Index. The difference can be 
explained by sector allocation; the 
Evenlode funds have lower exposure 
to energy-intensive industries, such as 
the Oil & Gas, Materials, Real Estate, 
and Utilities sectors. Evenlode favours 
investments in asset-light businesses 
and our approach has a bias towards 
quality; these factors also play a role in 
the difference in intensity between our 
funds and the indices. The FTSE All-

Share Index comprises fewer, smaller 
businesses than the MSCI World Index 
and it also has a much higher weighting 
towards the Energy, Materials and 
Consumer Staples sectors, for these 
reasons the FTSE represents a more 
intensive benchmark than the MSCI.

Despite the 2025 increase, Evenlode 
continues to target a 7% annual 
reduction through 2030, in line with 
SBTi’s Net Zero Standard. Although, 
challenges remain around volatility 
in disclosure and the pace of change 
among some holdings. As noted 
above, Spirax and Weir illustrate how 

emissions reductions can depend on the 
way customers use their end products, 
which in turn hinges on the energy 
sources available to them.
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Carbon Emissions Analysis
By Lily Postlethwaite, Stewardship Analyst and Bethan Rose, Stewardship Analyst

Scope 1, 2 & 3 emissions per £10k invested

Scope 1, 2 and 3 emissions per £10k invested as at 31 December 2025. Source: CDP 2025 Full GHG Emissions Dataset, Evenlode, MSCI and FTSE Russell. 
Evenlode as at 31 December 2025. MSCI World and FTSE All-Share portfolios as at 31 December 2025. Index data converted from weighted average emission 
intensity into emissions per £10k invested based on portfolio revenue and asset value as at 31 December 2025.

Outcome

While measuring financed emissions 
is inherently complex and imperfect, 
the process continues to yield valuable 
insights that inform our voting and 
engagement activities in support of 
our net-zero targets. Encouragingly, 
data availability and quality continue 
along the right trajectory – 67 of the 82 
companies we invest in now report 100% 
of their emissions across all scopes.

As our analysis and company 
engagements mature, we are better 
able to assess climate impacts and 
communicate a more accurate picture 
of our financed emissions to clients. 
Evenlode remains committed to 
ongoing engagement with portfolio 
companies to enhance emissions 
reporting and support meaningful 
emissions reductions.

You can find all our portfolio 
emission reports on the Stewardship 
section of our  website. 
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BEYOND CARBON: AI’S WATER PROBLEM
By Bethan Rose, Stewardship Analyst

1	 CDP Water Security.
2	 UNEP Water Shortages.
3	 UN SDGs.
4	 UNRIC: How Much Energy Does AI Use.
5	 Barclays Powering AI: Google Reports Surging 2024 Electricity & Water Use.
6	 Barclays Thematic Investing powering AI.

Water scarcity has become one of the most pressing 
environmental and economic risks of the 21st century. 
It is no longer only a humanitarian concern but a 
material business issue affecting supply chains, 
operating costs, regulation, and corporate licence to 
operate. According to the Carbon Disclosure Project 
(CDP), an estimated 6 out of 10 countries are at risk of 
having unsustainable water resource usage by 20501. 
At present, around 2.4 billion people 
live in water stressed regions, defined 
by CDP as areas withdrawing 25% or 
more of renewable freshwater supplies2. 
Within this number, approximately 
800 million people live under high or 
critically high water stress, where more 
than 75% of available water is used 
each year3. These conditions inevitably 
lead to water insecurity where basic 
freshwater needs cannot be met reliably, 
and unlike the long-term and sometimes 
abstract nature of carbon-related 
climate impacts, the effects of water 
scarcity are often immediate, local, and 
financially disruptive.

Against this backdrop, the technology 
sector has become a surprisingly 
large and growing water consumer. 
Semiconductor manufacturing relies on 
vast volumes of ultrapure water, while 
data centres withdraw billions of gallons 
annually for cooling. A United Nations 
study estimates that AI could account 
for up to 6.6 billion cubic metres of water 
use by 2027, which is nearly two thirds of 
England’s annual water consumption4. 

The supply of water and electricity could 
prove the limiting factor for artificial 
intelligence development, rather than 
the supply of high-end semiconductors. 
How companies including our portfolio 
holdings Alphabet, Microsoft, and 
Amazon, address these needs will 
determine which reap the benefits of the 
new technology.

Cooling is the primary driver of this 
demand. Data centres use water for 
on-site evaporative cooling, but also 
consume embedded water through 
the electricity they rely on, most of 
which still comes from thermoelectric 
power plants. In the US, almost a 
third of freshwater withdrawals is 
for thermoelectric power, which 
accounts for about 78% of net electricity 
generation. This figure is expected to 
grow as data centre electricity demand 
rises; the US Department of Energy 
forecasts US data centre direct water 
use to increase between 17 – 33% per 
annum to 140-275 billion litres in 2028. 
However, Barclays analysts suggest 
that excludes nearly 800 billion litres 
of indirect water use attributed to water 
consumed to produce electricity5. 

The global energy demand of 
hyperscalers such as Alphabet, Meta, 
and Microsoft has grown approximately 
25%+ per annum for six consecutive 
years and these three companies alone 
now account for just over 1% of total US 
electricity demand, with data centres 
already accounting for over 4% of US 
electricity demand6. This is why it’s 
important to take into consideration 
not only data centre direct water use, 
but also indirect water use related to 
powering the data centres.

Bethan Rose, Stewardship Analyst
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Beyond Carbon: AI’s Water Problem
By Bethan Rose, Stewardship Analyst

In response, Microsoft, Amazon, 
and Alphabet have all committed to 
replenishing more water than they 
consume by 2030, but progress remains 
uneven. As an example, Microsoft 
reports a leading Water Usage 
Effectiveness (WUE) figure (which 
measures the volume of water used per 
kilowatt-hour of electricity consumed) 
of 0.3 L/kWh, significantly below the 
industry average of 1.8 L/kWh. These 
targets typically exclude indirect water 
linked to electricity, meaning real 
consumption is understated.

As power demand becomes the 
bottleneck for data centre expansion, 
nuclear energy has returned to the 
discussion, particularly small modular 
reactors (SMRs). Microsoft has recently 
joined the World Nuclear Association 
and is currently collaborating on small 
modular reactors (SMRs) as well as 
other advanced nuclear technologies. 
While this may eventually provide some 
energy relief, SMRs are not expected to 
come online in the US until 2030 at the 
earliest.

Stakeholder scrutiny is also 
intensifying. Community opposition, 
drought-linked resource tensions, and 
local policy intervention have already 
delayed or halted an estimated $64 
billion in data centre investment – 
equivalent to 14% of global sector capex7. 
Examples include Alphabet’s projects 
in Chile and Uruguay, both of which 
were forced into redesign or regulatory 
review due to environmental concerns. 
Emerging legislation in certain US 
states now also proposes shifting utility 
cost burdens from households to data 
centre operators, signalling a new phase 
of governance risk.

7	 Berenberg Sustainability Weekly.
8	 CNBC OpenAI AI Arms Race.

The convergence of AI expansion, rising 
water stress, and community scrutiny 
means the operating environment for 
hyperscalers will look very different 
over the next 2–5 years. The key issue 
is not simply whether companies 
have targets, but whether they can 
deliver operational models that scale 
sustainably without triggering local 
resistance, regulatory intervention, or 
reputational damage.

Over just a few days in September 2025, 
OpenAI announced deployment plans 
that would equate to the power need 
of around 17 nuclear plants or about 
9 Hoover dams. This is roughly the 
same amount of electricity needed to 
power more than 13 million US homes8. 
This raises a fundamental question: 
how will society and infrastructure 
systems absorb this demand without 
accelerating water scarcity and carbon 
emissions?

As outlined, the rapid expansion of 
AI and cloud infrastructure is placing 
new levels of pressure on finite water 
resources. While efficiency gains and 
corporate pledges are welcome, absolute 
consumption continues to rise. Without 
credible solutions, the sector risks 
missing environmental commitments, 
facing regulatory and legal challenges, 
and encountering physical limits on 
growth.

Some argue AI will help solve 
environmental problems; others note 
it may worsen them by accelerating 
energy and water demand. Reality will 
likely sit between the two, but only 
if companies act at the pace of the 
problem, not the pace of their growth 
ambitions.

We at Evenlode are actively engaging 
with Microsoft, Amazon and Alphabet 
to address their escalating water and 
carbon risks. Our engagements now and 
in the future focus on three core areas:

1.	 Improving clarity and transparency 
on direct and indirect water use 
– companies rarely disclose the 
embedded water in their electricity 
consumption, meaning total 
footprints are understated.

2.	 Understanding geographical 
alignment of replenishment projects 
– water restored in one country does 
not solve depletion near a data centre 
5,000 miles away.

3.	 Transition plans for existing 
infrastructure – new-build “model 
data centres” do not address the 
thousands of legacy facilities built on 
outdated cooling systems and water 
assumptions.

As ever, we will continue to monitor the 
ESG risk as part of our risk framework 
to ensure these issues are reflected 
in decision making. Additionally, our 
position sizes in these companies across 
the Evenlode portfolios will reflect 
these risks alongside the business and 
technological risk of AI. 

To read more about the impact of tech 
companies on water, please visit this 
link for a deeper dive analysis.
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IMPACT OF DEFORESTATION
By Lily Postlethwaite, Stewardship Analyst

1	 FAO and UNEP. 2020. The State of the World’s Forests 2020. Forests, biodiversity and people. Rome.
2	 Intergovernmental Panel on Climate Change (IPCC). Climate Change 2021 – The Physical Science Basis: Working Group I Contribution 

to the Sixth Assessment Report of the Intergovernmental Panel on Climate Change. Cambridge University Press; 2023.
3	 Global Forest Review, 2024, update 8. Washington, DC: World Resources Institute.

Natural capital underpins both human wellbeing and 
economic prosperity, yet its depletion represents a 
growing systemic risk to global markets. As an asset 
manager, Evenlode Investment’s dependencies and 
impacts on nature are best understood through the 
activities of our investee businesses. 

Among the most material of these 
dynamics is global deforestation, 
which sits at the nexus of climate 
change, biodiversity loss, and social 
inequity. Around 420 million hectares 
of forest have been lost since 19901, 
with a further 10 million hectares 
disappearing annually. While much 
of this land-use change has supported 
economic development, deforestation 
now contributes around 11% of global 
greenhouse-gas emissions2. 

Approximately 80% of global 
deforestation is driven by agricultural 
expansion3, concentrated around a small 
number of high-impact commodities. 
Beef, soy, and palm oil account for 
approximately two-thirds of tropical 
forest loss, while cocoa production in 
West Africa and mining for transition 
metals represent growing pressures. 
These dynamics directly affect the 
resilience of global supply chains and 
are increasingly material to investors.

This analysis focuses on three core risk 
categories: physical, transition, and 
reputational. 

1.	 Physical risks are already evident 
through supply-chain disruptions, 
yield reductions, and commodity 
price volatility. 

2.	 Transition risks are intensifying 
as regulation evolves, requiring 
companies to improve traceability, 
disclosure, and pricing of natural-
capital dependencies. 

3.	 Reputational risks are also growing, 
particularly for consumer-facing and 
luxury brands, where perceived links 
to deforestation can erode brand 
equity and long-term pricing power.

In 2025, ahead of COP30 in Belém, 
Evenlode adopted the TNFD framework 
and became signatories to the Belém 
Investor Statement on Rainforests. 

Lily Postlethwaite, Stewardship Analyst
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Impact of Deforestation
By Lily Postlethwaite, Stewardship Analyst

Why deforestation matters

Forests contain approximately 80% of 
terrestrial biodiversity4, with tropical 
forests storing around one-third of 
atmospheric carbon. More than three 
quarters of global deforestation is 
linked to agricultural expansion5, 
driven primarily by beef, soy, and palm 
oil, with cocoa production in Côte 
d’Ivoire and Ghana exerting growing 
pressure. This concentration suggests 
that targeted improvements in a small 
number of supply chains could deliver 
disproportionate positive impacts.

Deforestation is not solely an 
environmental or ecological issue, it is 
also deeply social. Indigenous peoples 
– who make up only 5% of the global 
population – steward lands that contain 
around 80% of the planet’s biodiversity6 
yet are frequently excluded from 
decision-making. The principle of Free, 
Prior and Informed Consent (FPIC), 
enshrined in the UN Declaration on 
the Rights of Indigenous Peoples7, 
is therefore central to effective and 
equitable forest protection. Around 
a quarter of companies assessed 
by the Forest 500 reference FPIC in 
their policies. Within the Evenlode 
portfolios, companies including Procter 
& Gamble, LVMH, Reckitt, Nestlé, and 
Unilever have relatively robust FPIC 
commitments, though on-the-ground 
implementation requires continued 
scrutiny and engagement.

4	 IPBES (2019): Global assessment report on biodiversity and ecosystem services of the Intergovernmental Science-Policy Platform on 
Biodiversity and Ecosystem Services. E. S. Brondizio, J. Settele, S. Díaz, and H. T. Ngo (editors). IPBES secretariat, Bonn, Germany.

5	 Global Forest Review, 2024, update 8. Washington, DC: World Resources Institute.
6	 Raygorodetsky, G. (2018) ‘Indigenous peoples defend Earth’s biodiversity—but they’re in danger’, National Geographic.
7	 United Nations. (2007). United Nations Declaration on the Rights of Indigenous Peoples.
8	 Regulation on Deforestation-free Products, European Commission. Link here.  

How deforestation risks are felt by Evenlode’s investments

Deforestation presents physical, 
transition, and reputational risks that 
are increasingly material to portfolio 
companies.

Physical risks arise as forest-loss 
undermines the proper functioning of 
ecosystems. This in turn contributes 
to yield and pollinator declines. A 
recent example of such a dynamic is the 
extreme volatility in the cocoa market, 
which has led to prominent players 
having to temper market expectations. 
The volatility in the futures market 
for cocoa, which saw prices increase 
more than 300% from 2022 into 2024, 
can be directly linked to inconsistent 
rainfall in Ghana and Côte d’Ivoire, 
causing disease to spread through 
the crop, ultimately affecting yields. 
In an engagement with Nestlé, they 
highlighted ageing trees and climate 
stress as structural drivers of ongoing 
volatility.

Transition risks are intensifying as 
regulation tightens. The European 
Union Deforestation Regulation 
(EUDR)8, for example, will prohibit 
the import of deforestation-linked 
commodities and products produced on 
land deforested after the 31 December 
2020 cut-off date. The directive – which 
came into force on 29 June 2023 and 
was originally due to be implemented 
from December 2024 – has undergone 
a series of challenges, changes and 
delays. Its eventual enforcement will 
reshape global supply chains and 
increase compliance costs for exporters 
and importers alike. Companies 
must demonstrate that products 
are deforestation-free, to plantation 
level, and legally produced, or face 
sanctions including fines of up to 4% 

of EU turnover, confiscation of goods, 
and public blacklisting. The aim of the 
EUDR is to ensure that consumption 
in Europe is not contributing to 
deforestation or forest degradation in 
the tropics and worldwide, with the 
ultimate goal of curbing biodiversity 
loss and reducing CO2e emissions.

Shortly after the directive was delayed 
in 2024, we spoke with Nestlé, who 
stood alongside Tony’s Chocolonely 
and Ferrero in calling for the original 
implementation date to be kept. 
According to senior leadership, 
delaying the regulation risked sending 
the wrong market signal and implied a 
lack of seriousness around deforestation 
goals.

Reckitt is exposed to deforestation 
primarily through its sourcing of palm 
oil – around two thirds of which comes 
from Indonesia – ultimately to be used 
across the portfolio of brands in soaps 
and detergents. The company states 
that the commodity is significant 
to operations, and although <5% of 
procurement spend goes on palm 
oil, between 21-30% of revenues are 
reliant on it. During our engagement 
with Reckitt regarding the EUDR 
in 2024, they highlighted some of 
the unintended consequences of the 
directive. They were concerned that 
the increased reporting burden would 
fall onto small holders, who comprise 
some 40% of the palm oil suppliers 
in Indonesia, and exclusion for non-
compliance could result in increased 
adverse social impacts on communities. 
Despite not scoring quite as highly 
on the Forest 500 data as some larger 
peers, we have found our engagements 
with Reckitt to be positive and fruitful. 
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Impact of Deforestation
By Lily Postlethwaite, Stewardship Analyst

Their commitments are aligned with 
No Deforestation, No Peat and No 
Exploitation (NDPE) principles. They 
have the aim of being deforestation and 
conversion free for fat blends by 2025 
and for palm derivatives by 2030.

Reputational risks are particularly 
acute for premium and luxury brands. 
Only a small fraction of companies 
with net-zero pledges are aligned with 
deforestation targets, exposing firms to 
accusations of inconsistency. According 
to LVMH’s 2024 CDP submission, 
the group identifies deforestation as a 
material reputational risk, particularly 
within its cosmetics division (around 
10% of sales) and leather goods division 
(over one-third of sales) due to exposure 
to palm oil and cattle. Reputation risk 
is by nature, difficult to quantify and 
contain. It is hard to predict when and 
how a piece of news flow will get picked 
up and to what extent a controversy will 
or won’t resonate with consumers.

Investor engagement

Investors have a critical role to 
play through considered, targeted 
engagements.

While Procter & Gamble (P&G) now 
sources 100% RSPO-certified palm 
oil, this certification only extends 
traceability to the mill, and less than 
10% of their supply is segregated. A 
significant share of their palm volume 
therefore remains untraceable to 
plantation level. To address risks that 
arise between farm and mill, P&G 
works with Earthqualizer, a non-profit 
specialising in satellite mapping for 
traceability and grievance management. 
Whilst speaking with Earthqualizer, 
they shared insights on smallholder 
inclusion, noting that it is difficult but 
essential. They emphasised that clients 
who enlist their services tend to already 
care about sustainability, while the 
biggest problems come from companies 
unwilling to engage with farm to mill 
mapping. They also described a shift 
in client priorities over the past decade, 
from reputation protection toward 
supply chain resilience, with proactive 
risk mitigation increasingly seen 
as essential to avoiding operational 
disruptions. In comparing corporate 
approaches, Earthqualizer described 
Unilever as well-resourced and forward 
looking, and noted that although P&G 
has historically lagged, they have made 
meaningful progress in recent years, 
by focussing on traceability, their 
robust grievance process and supplier 
engagement.

Conclusion

For us at Evenlode, stewardship 
has always been embedded in 
risk management. Our focus is to 
understand the businesses we invest in 
and to appreciate the unique challenges 
they face. Sitting at the intersection 
of climate- and nature-based risks, 
deforestation represents a material and 
tangible threat, over the long-term, to a 
number of our portfolio companies. Our 
analysis highlights that deforestation is 
not merely an environmental concern 
but a strategic and financial one. Its 
impacts are felt through physical 
disruptions to upstream supply, 
transition costs arising from evolving 
regulation, and growing reputational 
scrutiny. By analysing and engaging 
with our holdings – particularly within 
the Consumer Goods sector – we aim 
to encourage greater transparency 
and traceability, which ultimately 
helps to mitigate the nature-based 
risks embedded within the Evenlode 
portfolios.

To read more about Deforestation 
within the Evenlode portfolios, 
please visit this link for a deeper dive 
analysis.
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THE ROLE OF REGENERATIVE AGRICULTURE 
IN THE FOOD SYSTEM

By Sawan Wadhwa, Head of Stewardship

Sawan Wadhwa, Head of Stewardship

1	 IIPCC, Climate Change and Land: An IPCC Special Report on Climate Change, Desertification, Land Degradation, Sustainable Land 
Management, Food Security, and Greenhouse Gas Fluxes in Terrestrial Ecosystems (Geneva: IPCC, 2019), Summary for Policymakers, p. 7. 

2	 E. S. Lakatos, S. D. Vatca, L.-I. Cioca, A. L. Rhazzali, E. Kis, B. Boinceanu and R. Perciun, ‘Standardized Metrics in Regenerative 
Agriculture for Climate Change Adaptation and Mitigation’, Agriculture, vol. 15, no. 21 (2025), p. 2278.

3	 Hatfield & Walthall (2015), Agronomy Journal.

Agriculture, forestry, and other land-use activities 
are responsible for approximately 23% of global 
greenhouse gas (GHG) emissions, making the sector 
the second-largest emitter after energy (IPCC, 2019)1. 
Climate change is already reshaping agri-food 
systems, and agriculture now finds itself both a driver 
of environmental harm and a potential solution2. 
The main challenge is: can we feed a growing global 
population while protecting the soil, water, and 
ecosystems that food production depends on?
One approach gaining momentum is 
regenerative agriculture (RegenAg). 
Across the agricultural community, 
there is growing evidence that 
regenerative practices can lower input 
costs, stabilise or improve yields, 
and reduce value chain emissions, 
delivering co-benefits across carbon, 
water, and biodiversity. Before diving 
into the complexities of implementation, 
it’s important to define the concept. 
There is no one-size-fits-all definition. 
Outcomes are shaped by climate, crop 
type, soil conditions, and local farming 
practices. This context-specific nature 
makes regenerative agriculture harder 
to define and even harder to measure.

At Evenlode, we define RegenAg 
as the restoration of full soil system 
functionality enhancing its five key 
roles: storing water, supplying nutrients, 
providing structural support, enabling 
gas exchange, and breaking down 
contaminants such as pesticides or 
antibiotics. This definition aligns with 
the work of Dr Jerry Hatfield, who 

emphasises that RegenAg is ultimately 
about restoring and optimising 
biological, chemical, and physical 
processes in the soil3. Additionally, 
we spoke with a RegenAg expert who 
highlighted several foundational 
principles. Along with minimising 
all types of disturbance like tillage 
and covering the soil, he emphasised 
that context was the most important 
principle and must be considered before 
applying any others. Applying the 
principles in a planned and purposeful 
way, farmers can make the most of 
nature’s free resources – sunlight, water, 
minerals, and biodiversity.
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THE ROLE OF REGENERATIVE AGRICULTURE 
IN THE FOOD SYSTEM

By Sawan Wadhwa, Head of Stewardship

Despite growing enthusiasm across 
the scientific community, there are 
still some big barriers for RegenAg 
methods to scale. The key barriers fall 
into three areas: financial incentives, 
measurement challenges and supply-
chain complexities:

•	 Financial incentives: The biggest 
barrier is the lack of financial 
incentives to help farmers adopt 
regenerative practices. There 
continues to be a mismatch between 
corporate sustainability timelines 
and farmers’ planning horizons. 
Companies target 2030 or 2050 
goals, while farmers plan around 
annual and sometimes monthly 
cash flows and weather risk. Without 
stronger long-term procurement 
guarantees or blended financing, 
adoption continues to be slow.

•	 Measurement challenges: The 
lack of standardised metrics and 
verification systems continues to 
be one of the biggest obstacles to 
credibility and scalability. Due to 
the absence of a coherent set of 
standardised metrics, its impacts 
remain difficult to compare across 
regions and practices4, leaving the 
sector vulnerable to accusations of 
greenwashing.

•	 Opaque supply chains: RegenAg’s 
success depends on the ability to 
link outcomes to specific products 
or sourcing regions, yet many 
agricultural supply chains remain 
opaque and fragmented. This is 
particularly true for commodities 
such as wheat, soy, and palm, where 
aggregation through mills and 
traders makes traceability difficult.

4	 E. S. Lakatos, S. D. Vatca, L.-I. Cioca, A. L. Rhazzali, E. Kis, B. Boinceanu and R. Perciun, ‘Standardized Metrics in Regenerative 
Agriculture for Climate Change Adaptation and Mitigation’, Agriculture, vol. 15, no. 21 (2025), p. 2.

In the engagements we had with Nestlé, 
Unilever, Heineken, Diageo, and 
Reckitt, it was evident that RegenAg 
has moved beyond high-level ambition 
to early implementation. While each 
company is at a different stage of 
maturity, there was a shared recognition 
that restoring soil health, water quality, 
and biodiversity is important to long-
term supply security. Across the five 
companies several themes emerged:

•	 All firms now use outcome-based 
language, but few have created a 
systematic way to track soil, carbon, 
and water metrics simultaneously. 
There is positive intent shown but 
outcomes are unable to be measured.

•	 Limited transition finance. None 
currently provide large-scale upfront 
funding to farmers; financial support 
tends to flow indirectly through 
pilots, premiums, or partnerships.

•	 Dependence on partnerships. Each 
relies on third-party collaboration – 
agribusinesses, NGOs, or tech firms 
– to deliver local implementation and 
MRV capacity.

•	 RegenAg is gradually being 
integrated into climate, water, and 
biodiversity strategies, yet internal 
accountability often remains 
siloed between procurement and 
sustainability teams.

Having engaged with experts and 
investee companies, the conclusion, 
is that RegenAg is gaining traction 
but has not yet reached a level of 
maturity that delivers portfolio-wide 
impact at scale. And on the ground, 
the implementation has not started to 
influence yields, farmer livelihoods, 
commodity prices and/or climate 
resilience yet. While many companies 
across our portfolios are beginning to 
implement alternative methods, the 
strategies remain early-stage and lack 
the mechanism required for scale. As 
active stewards of our clients’ capital, 
our role is to challenge companies 
to move beyond pilot rhetoric and 
toward measurable delivery, holding 
them accountable for bridging the 
gap between ambition and outcomes. 
Something which we will continue to 
do as part of our fiduciary duty to our 
clients.

To read more about Regenerative 
Agriculture within the Evenlode 
portfolios, please visit this link for a 
deeper dive analysis.
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COCOA: AT WHAT COST?
By Rebekah Nash, Stewardship Analyst

1	 CocoTerra, The Latest Cacao Virus: CSSV Threatens Global Chocolate Production, 6 June 2024.
2	 Damien Gayle, ‘Cocoa Planting Is Destroying Protected Forests in West Africa, Study Finds’, Environment, The Guardian, 22 May 2023.
3	 ‘Insights | Lombard Odier’.
4	 ‘Cocoa Facts and Figures – Kakaoplattform’, n.d.
5	 ‘Insights | Lombard Odier’.
6	 European Bank for Reconstruction and Development (EBRD).
7	 ‘Cocoa’, Verité, n.d.

Cocoa has more recently become defined by its 
extreme price volatility. Over the past three years, 
structural issues in the sector – whether environmental 
degradation, declining soil quality, and/or 
longstanding social risks – have contributed to sharp 
swings in the cocoa futures market. Prices began 
rallying in in mid-2022 and peaked in early 2024 at 
over $12,000/T, driven in large part by climate-related 
crop failures.

Climate change has resulted in 
inconsistent rain and temperatures in 
Côte d’Ivoire and Ghana who produce 
60% of the world’s cocoa. Cocoa is such 
a sensitive plant that the combination 
of climate change, deforestation and 
diseases such as Cocoa Swollen Shoot 
Virus (CSSV), exert further pressure 
on the fragile trees and have caused the 
price of cocoa to increase dramatically 
over the last three years. CSSV is 
the most common cocoa disease. It 
infects the plant via mealybugs in the 
soil, reducing the yield by 25% in the 
first year and killing the tree in four 
years. The mealybug thrives in volatile 
weather and in 2024, over 200 million 
cocoa trees were impacted by CSSV in 
Western Africa.1 Cocoa farmers exist 
in extreme poverty and have limited 
resource to defend against the virus due 
to the price and availability of pesticides 
and fertilisers.

The Ghanaian and Ivorian governments 
control the price of cocoa in West Africa 
by setting the ‘Farmgate’ price. This 
system sets the price for cocoa ahead of 
the harvest. Originally it was designed 
to protect famers from the volatility of 
the trading market, ensuring they were 

paid a certain amount regardless of 
market speculation. Farmgate pricing is 
beneficial when the price of cocoa is low, 
but when the price increases, farmers 
lose out as they are then paid much less 
than the market value of cocoa.

Two million cocoa farmers have an 
income of less than $1 per day.2 The 
value of cocoa is realised in the finished 
chocolate products worth five times 
more than the unprocessed bean.3 West 
Africa exports nearly all the cocoa 
equivalents it produces and 78% of 
cocoa grinding is done in developed 
countries4 meaning they get the upside 
of the value of cocoa rather than the 
growing regions.5

The underpayment for the raw 
commodity of cocoa beans has led to 
significant levels of child and forced 
labour in the supply chain. Over 85% of 
cocoa is produced in countries where 
the cocoa sector has been identified as 
using child labour.6 Cocoa farmers are 
not paid enough for their product to pay 
an adult wage, therefore they employ 
children at a lower wage or employ their 
own children for no payment at all. 
Victims of forced labour in West African 
cocoa are most often migrant children 
who have been trafficked and held in 
slavery. 7

Rebekah Nash, Stewardship Analyst
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Cocoa: at what cost?
By Rebekah Nash, Stewardship Analyst

The solution to the systemic issues 
within cocoa farming is to pay cocoa 
farmers more. This will allow for the 
re-planting of cocoa trees under canopy 
trees using RegenAg and agroforestry. 
As a result, the supply of cocoa would 
become more stable in four to six years. 
However, the low farmgate price in 
these countries curtails that incentive 
for cocoa farmers to increase planting.8 
As a result, farmers are likely to move 
away from cocoa to more resilient crops 
or illegal gold mining.9

Cocoa has become a prime example 
of pushing the environment and the 
people operating in it too far, with 
too little resource and unfair value 
distribution. Fundamentally, cocoa has 
been too cheap for too long and it has 
resulted in the price increasing $4,000 
USD/T which has had significant 
financial implications for companies 
involved in the cocoa supply chain. 
Cheap chocolate hides the real 
price paid by the farmers and their 
environment.10 In order for companies 
to have a secure supply of cocoa in the 
future they need to pay the farmers 
more for the land to be stewarded 
appropriately, for yields to increase and 
for productivity to be optimised. None 
of this can be done if farmers are living 
in extreme poverty. 

8	 Barry Callebaut negotiates with Ivory Coast and Ghana to change Replanting Laws, reports flat 
sales volume. Food Business Middle East & Africa, 8 November 2024.

9	 Dr Kirsty Leissel – Bernstein Webinar: A discussion of the cocoa outlook with Dr. Kristy Leissle, CEO of African Cocoa Marketplace.
10	‘Tony’s Chocolonely Boss Says Investing in Farmers Is Good for Business’, Financial Times. 14 September 2025.
11	Anthony Myers, ‘Lindt Warns of Price Increases, Sees Rise in Responsible Cocoa Sourcing’, From The Desk of CocoaRadarTM, 5 March 2025.

Is luxury the answer?

Lindt and Nestlé are Evenlode 
Investment’s primary exposures to 
cocoa. 

Nestlé is exposed to cocoa through 
their confectionary channel and most 
chocolate products Nestlé sell involve 
an addition of biscuit or cake – such 
as the KitKat. These products can 
be marketed without using the word 
‘chocolate’ and therefore require a 
lower percentage of cocoa solids and 
cocoa butter. For example, they have 
remarketed the white chocolate KitKat 
as a ‘KitKat 2 finger white biscuit bar’ 
so that it can contain less than 20% of 
cocoa butter and cocoa solids.

Lindt has been managing the increased 
cocoa price through premiumisation, 
and they increased prices in the double-
digit percentage range through 2025 to 
offset the high cocoa price.11 Lindt sell 
a premium gifting product; this means 
consumers will take more price inflation 
without changing their behaviour. 
The high cocoa price is negative for all 
members of the cocoa supply chain, 
however Lindt hedges cocoa up to 18 
months. This means they have a certain 
amount of security in their supply 
chain. As a result, Lindt is in a strong 
position to push price due to their lack of 
exposure to everyday snacking. Nestlé, 
however, will struggle to do this. 

As a result of the volatility in the cocoa 
futures market, the European consumer 
is becoming more elastic and reducing 
demand for chocolate. Again, Nestlé 
are more exposed to this than Lindt due 
to Lindt’s exposure to special occasion 
chocolate. Over the short term both 
Nestlé and Lindt will be able to manage 
the increased prices for differing 
reasons, but this does not prevent 
future risks due to climate change, 
disease and poor human rights in the 
supply chain. To preserve their supply 
chain, especially for Lindt, they need to 
invest in fair distribution of value and 
sustainable farming solutions for cocoa. 
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How are Lindt and Nestlé investing in cocoa? 

12	‘Lindt Sustainability | Intl’, n.d.
13	‘Bean to Bar – Farming Program (by Lindt & Sprüngli)’, n.d.
14	Ibid.
15	‘Tony’s Open Chain Exists to End Exploitation in Cocoa, Together’, n.d.
16	Matthew Abraham, Cocoa Climate Monthly: October 2025.
17	Ibid.
18	Anthony Myers, ‘Barry Callebaut Puts a Price Tag on Cocoa Sustainability’, From The Desk of CocoaRadarTM, 14 November 2025.

Lindt are securing supply through 
the ‘Lindt & Sprüngli Cocoa Farming 
Program’. This programme was 
launched in 2008 and aims to increase 
resilience of farming households, 
reducing the risk of child labour and 
conserving biodiversity and natural 
ecosystems. The programme is built 
on four pillars made up of: traceability 
of beans, training farmers, investment 
for farmers and the community, 
and independently verifying their 
programme.12 They have developed a 
traceability system where they register 
farmers and gather baseline data 
including the farm’s GPS coordinates 
and farm polygons. This process is 
known as ‘bean to bar’.13

The primary difference between Nestlé 
and Lindt is Nestlé do not operate a 
‘bean to bar’ supply chain but procures 
cocoa via ‘mass balancing’. Nestlé buys 
cocoa from twelve global suppliers and 
does not have direct oversight of their 
supply chain. Given the proportion 
of revenue chocolate is accountable 
for (<8%), this is a sensible sourcing 
model. However, due to this sourcing 
model, only 46.4% of their supply chain 
is traceable and deforestation-free.14 
Nestlé needs to work with their primary 
suppliers to develop better traceability 
throughout their supply chain. Nestlé 
would benefit from collaborating 
further by joining programs such as 
Tony’s Open Chain which exist to end 
exploitation in cocoa.15 

To conclude, there has been short term 
recovery in the cocoa price in recent 
months, and the price has stabilised, 
but futures are still significantly higher 
than three years ago. The crop for 
2025/2026 looks to be flat or slightly 
reduced in comparison to the 2024/2025 
crop.16 Continued tightness in supply 
with variable weather and logistical 
challenges will be the reality of the 
short-term cocoa outlook.17 Nicolas 
Mounard – the VP of ESG, Sustainability 
& Traceability at Barry Callebaut – states 
that ‘insights point to a substantial gap 
between current investment levels and 
what is truly needed to drive lasting 
change’.18 

34



COFFEE: NOT SO ROBUSTA
By Rebekah Nash, Stewardship Analysts

1	 ‘About 97% of the Atlantic Forest Consists of Parts Smaller than 50 Hectares | WWF Brasil’, n.d.
2	 Atlantica Coffee, ‘The Brazilian Coffee Cycle: From Flowering to Harvesting’, Atlantica Coffee, 29 November 2023.

Coffee is a crop native to Ethiopia but following 
its globalisation in the 15th century, it is now 
predominantly grown in Brazil and Vietnam as well 
as other equatorial countries. Coffee’s globalisation 
occurred as a result of colonisation, slavery and 
deforestation. This has led to structural environmental 
and social issues in the supply chain. The majority of 
which sit in Brazil as the dominant source of coffee.
Structural environmental issues 

Coffee in Brazil and other countries 
has become a paradoxical crop. The 
deforestation required to grow and 
expand coffee has caused a change in 
the microclimate and reduced the coffee 
yield.

Coffee is incredibly sensitive. It requires 
a specific climate, soil nutrition, rainfall 
and altitude. The Atlantic Forest in 
Brazil provides all these elements for 
coffee and is the key factor to coffee’s 
success. However, as coffee is not 
native to Brazil, deforestation is needed 
to create land and infrastructure for 
coffee to be cultivated. As a result, 
only 12.4% of the original Atlantic 
Forest remains, leading to a significant 
impact on the rains of Brazil. 1 Coffee 
requires a specific amount of rain 
between January and March when the 
beans are formed and the quality of the 
harvest is determined.2 Too little rain 
will significantly impact the yield and 
quality of the harvest due to a lack of 
soil hydration; the plants cannot gain 
the nutrients from the soil needed to 
produce high quality beans if the soil is 
dry. It is like asking someone to run a 
marathon without water.

The issues of deforestation and 
inconsistent rains have led to the 
increase of disease and pests on 
coffee crops such as ‘Coffee Rust’. 
These diseases have historically been 
controlled by the Avian population of 
the canopies that coffee is grown under. 
However, with the lack of canopies 
in place, the population of birds is 
not present to manage the pests. The 
development of growing coffee in a 
monoculture and in full sun means 
that using pesticide is now essential to 
protect the crop and yield; this damages 
the quality of the soil further and poses 
significant health risks to the small 
holder farmers.

These structural environmental 
problems are causing a negative 
feedback loop. Aggressive deforestation 
and industrialisation by the coffee 
industry has driven drought, poor soil 
quality and disease. This results in poor 
yields, which in turn drives further 
deforestation in order to maintain the 
supply to meet the growing demand for 
coffee.

Rebekah Nash, Stewardship Analyst
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Structural social issues 

The coffee supply chain contains human 
rights violations such as forced labour, 
child labour, wage theft and payments 
under the minimum wage. These issues 
are embedded into the supply chain, and 
it would be near impossible to purchase 
and consume coffee without one of these 
factors being part of the final product. 
This is due to mass balance sourcing 
where all small holder coffee will enter 
the manufacturing process without 
clear traceability to the original farm. 
Around 95% of coffee farms are smaller 
than five hectares but combined they 
produce three quarters of the world’s 
coffee.3

Forced labour is the most material 
social issue in the coffee supply chain. 
There have been multiple class action 
lawsuits against Starbucks (not an 
Evenlode investee company) where 
workers were unpaid, operating 
without protective equipment and 
working for over twelve hours without 
breaks.4 Trafficking workers, who are 
often children, and subjecting them to 
slavery-like conditions is the foundation 
of the Brazilian coffee supply chain 
and the coffee sector has the highest 
number of workers rescued from 
slavery-like-conditions in Brazil. 567 This 
creates instability in the supply chain 
and exposes companies to significant 
litigation risk. 

3	 ‘Riskmap.Fairtrade.Net/Commodities/Coffee’, n.d.
4	 Tiago Rogero, ‘“Morally Repugnant”: Brazilian Workers Sue Coffee Supplier to Starbucks over 

“Slavery-like Conditions”’, World News, The Guardian, 24 April 2025.
5	 Ibid.
6	 ‘New US Litigation against Starbucks | Due Diligence Design’, n.d.
7	 ‘USA: International Rights Advocates and Coffee Watch Challenge Coffee Industry Leaders over Alleged Use of 

Forced Labour in Their Brazilian Supply Chains’, Business & Human Rights Resource Centre, n.d.
8	 A nonprofit watchdog organisation.
9	 ‘What Is Agroforestry?| Soil Association’, n.d.
10	Coffee’s Destruction of Brazilian Forests and its Future’. Coffee Watch. October 2025.
11	‘Riskmap.Fairtrade.Net/Commodities/Coffee’, n.d.

What is Evenlode’s exposure to coffee? 

Evenlode’s primary exposure to the 
coffee supply chain sits with Nestlé 
which is held in IFSL Evenlode Global 
Income (EGI). The ‘Powdered and 
Liquid Beverage’ segment of Nestlé 
makes up 27% of revenue and operating 
profit. The majority of this is accounted 
to coffee with Nespresso making up 
circa 7% of this segment. 

As equity investors, we take a long-term 
view on companies such as Nestlé. 
Company executives are responsible for 
quarterly and annual performance, but 
they are unlikely to be held responsible 
for the coffee yield halving by 2050. 
There is a misalignment between 
management incentives and investors 
who are committed to the long-term 
success of the business. According to 
Etelle Higonnet, the CEO of Coffee 
Watch: “investors need to push 
companies to increase resilience in the 
coffee supply chain, but investors must 
be comfortable with the short-term 
margin impacts this will have. This will 
ensure the long-term performance and 
safety of the crop.” 8 The short-term pain 
of securing the coffee supply chain for 
the future will include the transition to 
RegenAg and crop resilience. Please 
see Sawan Wadha’s white paper on 
regenerative agriculture for more detail 
on this. 

What should investors be asking for?

Coffee Watch suggests that the first 
steps companies need to take is to 
acknowledge the scale of deforestation 
before restoring the ecosystem and 
transitioning towards RegenAg.

Currently only 1% of Brazilian coffee 
is grown in regions using agroforestry 
(combining agriculture with trees)9. 
Without large scale agroforestry, Brazil 
risks economic decline, stranded assets 
and exclusions from key markets such 
as the EU with the inclusion of European 
Union Deforestation Regulation 
(EUDR).10 Furthermore, there is a lack of 
funding for agroforestry. As discussed, 
those working on the farms are often 
working in slavery-like conditions 
and the supply chain is dominated by 
small holder farmers (84% in Brazil) 
which means that they struggle to 
earn a living wage.11 To add to this, 
the coffee price is extremely volatile; 
for example, following the drought 
between 2016 and 2019, the coffee price 
fell significantly and pushed many 
farmers and communities into deeper 
poverty. The rising production costs of 
coffee due to tariffs, EUDR and erratic 
weather patterns, like drought and frost, 
across Latin America are exacerbating 
this poverty further. Higher rates of 
poverty lead to an increased reliance 
on forced and child labour. When this is 
the context coffee farmers are working 
within, RegenAg cannot be a priority 
when it requires significant initial 
capital outlay with no guarantee of 
increased yield over the short-term.

To conclude, the structural social and 
environmental issues within the coffee 
supply chain come down to unfair 
value distribution. The commodity 
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price increases are managed by the 
roasters, traders and retailers and to 
protect margins, the cost is passed onto 
the consumers. The farmers, however, 
gain very little for their work and the 
consolidation at the top of the supply 
chain between major brands (Nestlé, 
JDE Peets BV, Starbucks, Lavazza)12 
only skews this unfair value distribution 
further. When this is coupled with 
drought and increased disease, thus 
reducing yield, the outlook is bleak for 
coffee farmers.

As shareholders we need to ensure 
that the companies who are procuring 
the coffee are paying farmers the right 
price to ensure the value is distributed 
more equally. This will allow companies 
and farmers to invest in RegenAg, 
which will safeguard their yield for 
the future and ensure resilience in the 
coffee supply chain on a wider level. 
Companies might have to accept a 
short-term impairment to gross margins 
resulting from an increase in cost of 
goods sold (COGS) to help facilitate top 
line growth over the long term.

12	‘Statistics – Euromonitor: Passport’.
13	Ibid.

For example, if Nestlé’s shareholders 
and executives are aligned in the view 
that the sustainability of coffee is a 
key business risk, upstream supply 
chain dynamics should improve. Fairer 
distribution of value will allow farmers 
to transition to RegenAg practices in 
a lower risk and more productive way. 
Nestlé holds 33% of the global market 
share of coffee and are the single largest 
player by over 20%.13 Therefore, they 
have the greatest potential to have a 
positive impact across the coffee supply 
chain as well as having the most to lose 
if they do not act.

To read more about the exposure to 
coffee and cocoa within the Evenlode 
portfolio, please visit this link for a 
deeper dive analysis. 
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PHILANTHROPIC ACTIVITIES
By Rebekah Nash, Stewardship Analyst 

Under our Evenlode Foundation Programme, we 
allocate a percentage of our profits each year towards 
charitable activities. In 2020, we wanted to create a 
more structured approach towards our philanthropic 
endeavours and that is why we started working with 
Greenwood Place. 

Known as a ‘Philanthropic 
Accelerator’ they provide strategic 
advice and support to individuals, 
families, charitable organisations 
and businesses. They help clients 
connect with charities whose values 
and long-term ambitions align. After 
surveying the whole of the Evenlode 
team, they helped us create our 
philanthropic mission statement of 
‘Empowering communities to address 
global problems in a sustainable and 
a scalable way’. In our philanthropic 
activities we therefore look to focus on 
charities that focus on environmental 
challenges including climate change 
and biodiversity loss, and those working 
on reducing poverty and inequality.

Due to the overarching nature of the 
themes from our charitable endeavours 
and sectors in our investable universe, 
we can triangulate information and 
further increase our understanding 
of the positive impact companies are 
having on society, adding more colour 
to their ESG credentials. 

Charity case study

Jamie’s Farm was established in 2008 
and has grown to operate across the UK. 
Their mission focuses on education, 
mental health and the environment by 
helping vulnerable and disadvantaged 
young people.

They currently run six working farms 
throughout the UK, where they offer 
residential visits to young people at 
risk of social or academic exclusion. 
The young people live and work on the 
farm for a week in a family-like setting. 
Throughout the week they take part in 
farm work, group activities, and receive 
one-to-one or group therapy with 
trained counsellors. Afterwards, Jamie’s 
Farm works with schools to keep up the 
momentum and support. The farms also 
welcome groups of refugee and asylum-
seeking young people during school 
holidays via partner organisations. 

Evenlode chose to support Jamie’s Farm 
because of their mission to support 
young people using evidence-based 
therapeutic programs. As of 2024 they 
have helped at least 10,000 people to 
improve in behaviour, engagement, 
relationships and wellbeing. Of those 
young people who were at risk of 
exclusion, 47% were no longer at risk six 
months after their visit.

Rebekah Nash, Stewardship Analyst

38



CONFLICTS OF INTEREST
By Richard Taylor, Head of Compliance

Richard Taylor, Head of Compliance

The Financial Conduct Authority (FCA) has established comprehensive rules 
to ensure that conflicts of interest are managed effectively within investment 
firms. These rules are designed to protect the interests of clients and maintain 
the integrity of financial markets. In order to comply, firms must identify, prevent, 
manage or disclose conflicts of interest that may arise between themselves 
and their clients, or between different clients. In alignment with the Markets in 
Financial Instruments Directive II (MiFID II), the FCA’s approach emphasises the 
prevention of conflicts of interest as a priority. MiFID II mandates that investment 
firms should take all appropriate steps to identify and manage conflicts of interest, 
and where necessary, disclose them to clients in a clear and detailed manner. 

A conflict of interest may exist where a 
firm:

•	 Is likely to make a financial gain or 
avoid a financial loss at the expense 
of a client.

•	 Has an interest in the outcome of a 
service provided or a transaction 
carried out on behalf of a client, 
which is different from the client’s 
interest.

•	 Has a financial or other incentive to 
favour the interests of one client or 
group of clients over the interests of 
another client or group of clients.

•	 Carries on the same business as a 
client.

•	 Receives an inducement from a 
third party in relation to a service 
provided to a client, in the form 
of monies, goods or services, that 
is different from the standard 
commission or fee for that service.

Regulated activities carried out 
by Evenlode that may give rise to 
conflicts of interest include portfolio 
management, reception and 
transmission of orders, and execution of 
orders on behalf of clients. Included in 
the activity of portfolio management are 
both research activities and shareholder 
engagement activities. 

Conflicts of Interest Policy

To meet its obligations, Evenlode will:

•	 Identify circumstances which may 
give rise to a conflict, material or 
otherwise, and record these.

•	 Put in place appropriate and 
proportionate systems and controls 
to manage or prevent the conflict.

•	 Disclose to its clients when a conflict 
cannot be managed or prevented.

•	 Review its policy at least annually or 
before should the conflicts of interest 
change.

•	 Provide a report to the board 
annually on the management of 
identified conflicts of interest.

Potential Conflicts of Interest

Taking into consideration all of the 
above, Evenlode has identified the 
following areas that may give rise to 
a conflict of interest in carrying out 
its regulated activities, and has also 
identified mitigating controls:
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Conflicts Controls

Inducements – Unsolicited research 
from brokers

We only take research from agreed providers and pay for it ourselves. Unsolicited 
research is rejected. Brokers for execution are selected based on execution quality 
and cost.

Inducements – Gifts and hospitality 
from brokers/ other suppliers

Any gifts or hospitality above a certain threshold must be approved by 
Compliance. Brokers and other suppliers are selected based on quality of service 
and cost.

Receipt of material non-public 
information

Information has to be reported to Head of Compliance. A trading ban is put in 
place until the information is made public. Ongoing monitoring of trading activity 
takes place to detect potential suspicious trades.

Personal account dealing Personal account dealing by Evenlode employees requires pre-trade approval 
from Compliance. Employees are not allowed to trade in any shares held within 
the Evenlode portfolios.

Fee setting Periodic reviews of fees charged to clients are performed.

Allocation of orders between funds. Orders are allocated proportionately.

Employees – Outside business interests 
/ other connections

The conflicts of interest register contains details of any outside interests (e.g. 
other directorships) or other connections. These are reviewed in quarterly board 
meetings. 

Stewardship Activities – Portfolio 
selection, Voting, Engagement

Exclusions policy made public. Voting guidelines are in place which are designed 
to advance our clients’ interests over the long term. Engagement policies, voting 
history and annual Responsible Investment Reports are also made public.

Profits from Impact portfolio due to an 
acquisition by a portfolio company 

Initially, there would be an embargo on dealing. Secondly, Evenlode would 
remove itself from any discussions relating to a takeover and finally, majority of 
any returns will be re-invested back into the Foundation. 

Some practical examples

Stewardship activities – Portfolio 
selection

Evenlode is committed to achieving 
long-term capital growth for clients 
through equity investments, while 
also considering sustainability factors 
that affect the ability of our investee 
companies to withstand uncertainty. 
As part of this consideration, 
Environmental, Social and Governance 
(ESG) risk factors are assessed together 
with other traditional business risks.

We recognise that this creates the 
potential for conflicts; whilst effective 
management of sustainability 
risks typically enhances company 
performance over the long term, 
conflicts can arise as our commitment 
to considering ESG factors and 
engaging with investee companies to 
drive positive change can sometimes 

be at odds with short-term financial 
performance goals. For instance, 
prioritising investments in companies 
with strong ESG credentials may 
limit opportunities in sectors that 
are currently more profitable but less 
sustainable. In addition, we recognise 
that our clients will attribute differing 
levels of importance to sustainability 
factors compared to pure capital returns 
when selecting to invest.

We are dedicated to identifying, 
managing, and mitigating these 
conflicts to ensure that our investment 
decisions are aligned with both 
the objectives of our funds and our 
sustainability commitments, and 
to ensure that our clients get a clear 
understanding of our investment 
process, and the role that ESG factors 
play in investment decisions.
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Defence

From an ESG perspective, the 
stewardship implications of investing 
in defence remain complex. Returns 
in the defence sector have become 
increasingly attractive given recent 
geopolitical tensions, causing many 
to reconsider exclusions policies; 
investment exclusions were easier to 
uphold when the European defence 
industry was underperforming, but 
become much harder to justify when 
the sector is experiencing sustained 
growth. Many defence businesses also 
demonstrate resilient financial models 
and, in some cases, deliver high returns 
on invested capital and strong free 
cash flow generation – qualities that 
align with the characteristics we seek 
in our investable universe. Yet this 
does not automatically make the sector 
investable for Evenlode.  For example 
the sector’s inherent carbon intensity 
creates a misalignment with our 
decarbonisation objectives. The high 
asset intensity also often constrains 
consistent cash generation, and long-
term prospects can be undermined by 
shifting political priorities. Moreover, 
while competitive advantages are 
usually entrenched due to the nature 
of government procurement, this can 
limit pricing power and contribute to 
structurally tight margins.

Evenlode therefore does not operate a 
blanket exclusion on investing in the 
defence sector, but there are still specific 
sectors and economic activities where 
the sustainability risks to people and 
the climate are so severe that providing 
capital to companies operating in these 
areas is fundamentally misaligned with 
our investment process and therefore 
requires an explicit exclusion policy. 
Companies involved in Controversial 
weapons are excluded (see Evenlode’s 
exclusions policy for more details).

Stewardship activities – Voting 

We independently analyse and vote on 
all resolutions at every annual general 
meeting of an investee company. 
The voting of resolutions followed 
by active engagement is the formal 
mechanism by which we believe we 
can effect change and express opinion 
on corporate matters. In some cases, 
we vote against the recommendations 
of management where there is a 
considered reason for doing so. Such 
as, if remuneration policies did not 
assess management on managing 
ESG-related risks within the company’s 
value chain. It is important to note that 
when we do vote against a management 
recommendation, our policy requires 
us to write to the company explaining 
why and build the conservation into an 
engagement plan, as appropriate.

We voted against remuneration-related 
resolutions at LVMH Moet Hennessy 
Louis Vuitton’s AGM in April 2025 due 
to ongoing concerns about insufficient 
transparency and assurance that pay 
is meaningfully linked to long-term 
performance. 

While disclosure for the Short-Term 
Incentive Plan (STIP) had marginally 
improved, with a breakdown of 
performance metrics, LVMH still 
does not publicly disclose the specific 
targets, citing confidentiality as the 
main reason. Although we understand 
the French Governance Code does not 
consider this to be as important, we 
feel this limits shareholders’ ability 
to assess the robustness and fairness 
of the scheme. On the Long-Term 
Incentive Plan (LTIP), there had been 
some progress though the disclosure 
remains inadequate. LVMH now 
states that the LTIP is linked to profit 
from recurring operations, operating 
free cash flow, and group operating 
margin. A small portion (15%) also 
depends on meeting a CSR-related 

non-financial objective. However, the 
overall quantum and structure still lack 
clarity, and performance thresholds 
are not disclosed, preventing effective 
accountability. We also noted that 
the policy lacks a clawback provision, 
something we encourage in our investee 
companies. 

Stewardship activities – Engagement

We engaged with the Head of Investor 
Relations at Medtronic on setting robust 
emissions targets, ensuring coverage 
of all greenhouse gases, at least 95% 
of Scope 1 and 2, and 67% of Scope 3 
emissions to support their 2045 net zero 
ambition. We also asked for greater 
disclosure (beyond the current 14%) and 
third-party verification. 

For our full conflicts of interest policy 
please visit this link.
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CLIENT BREAKDOWN
 

Evenlode Investment Management 
Ltd currently manages three open-
ended UK OEIC funds and three Irish 
domiciled open ended ICAV funds. 
All these funds were launched with 
UCITS status and are adhering to the 
same rules post-Brexit, so are broadly 
suitable for all client types as defined 
by MIFID. The register of investors 
is well-diversified and the funds 
are marketed to and mainly held by 
intermediate investors such as wealth 
managers, private banks, fund of funds 
and platforms in the UK. It is important 
to note that as collective investment 
schemes, Evenlode is responsible for 
all stewardship activities including 
voting and engagement, on behalf of 
the underlying unitholders in these 
funds.  Additionally, all clients assets 

are managed directly and therefore 
Principle 5 of the new 2026 Code is not 
applicable to their activities. They do 
not invest through or delegate their 
stewardship activities to external 
managers and therefore conduct their 
own research, voting and engagement 
in-house. This is a duty that Evenlode 
takes extremely seriously.

Evenlode states that investors should be 
prepared to invest for the long term, as 
with any stock market investment. The 
investor profile stated in the UK OEIC 
prospectus is as follows:

The Sub-funds are marketable to 
all eligible investors provided they 
can meet the minimum age and 
subscription levels. The Sub-funds 

may be suitable for investors who see 
collective investment schemes as a 
convenient way of participating in 
investment markets. They may be 
suitable for investors wishing to seek to 
achieve defined investment objectives. 
Such investors must have experience 
with or understand products where 
the capital is at risk. Investors must be 
able to accept some risk to their capital, 
thus the Sub-funds may be suitable for 
investors who are looking to set aside 
the capital for at least five years. If you 
are uncertain whether these products 
are suitable for you, please contact a 
financial adviser.

Evenlode currently manages £4,648m 
(as at 31 December 2025).

Breakdown of assets by client-type

Growth in AUM over 5 years 

Evenlode invests 100% in equities, mainly in large capitalisation firms. At the end of 2025, the geographical and client 
breakdown of assets under management (GBP) was as follows: 

Geographical Breakdown of AUM Client Breakdown  

Year end 2021 2022 2023 2024 2025

Total assets in Evenlode Funds (£) 5,220m 5,349m 5,723m 5,297m 4,648m

Wealth Manager
Fund of Funds
Independent Financial
Advisor (IFA) 
Investment Platform
Endowment Fund/Charity
Family Office
Other

UK
Europe
US
Asia
Other (cash)

61%19%

17%

52%

20%

10%

8%
5%4%
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Client Breakdown
 

Whilst the funds we act as investment manager for are 
available to retail investors via third party providers, please 
note that we do not have permissions from the FCA to deal 
directly with retail clients. Evenlode’s marketing activity is 
therefore focussed on professional clients (wealth managers, 
fund of funds, IFAs etc.). 

We use a third-party marketing company – Spring Capital 
Partners Ltd – to provide sales and marketing support as 
well as tailored client communications, meetings, webinars 
and investor days. The portfolio managers and stewardship 
team are active and available to clients, and all meetings 
are a two-way process, where clients are encouraged to 
question and give feedback to the team. As mentioned, all 
of Evenlode’s current mandates are collective investment 
schemes with many thousands of underlying investors. For 
this reason, it is our approach to ensure that our ESG policy 
is clearly articulated to clients, giving them full opportunity 
to understand our policies and their intended benefits. We 
believe that transparency is key.

We believe in full disclosure and alignment of clients’ 
stewardship and investment policies with our own. As 
collective investment schemes the Evenlode Funds aim 
to strike a balance between our long-term performance 
objectives and ESG criteria rather than to sacrifice one for the 
other. Regardless of the diversity of our client base, it is all of 
our investors’ wish that Evenlode makes informed decisions 
about where to invest, and proactively oversees the assets 
once invested.

We communicate very actively with clients about stewardship 
and investment activities. In addition to the face-to-face 
contact mentioned above, we produce a wealth of materials to 
keep our clients informed. Some examples of these are:

•	 Monthly factsheets with fund manager commentary and 
in-depth portfolio detail. This includes an ESG section for 
each fund.

•	 Monthly investment views of the managers, looking at 
the investment landscape and discussing how the fund is 
positioned. 

•	 Monthly monitoring of our Irish domiciled funds to 
ensure we are achieving our sustainability objective for 
our SFDR obligations. The report is shared internally with 
the compliance team as well as available to clients, upon 
request.

•	 Regular interactive webinars with clients which are 
recorded and published on the Spring Capital website.

•	 Annual reports such as:

•	 Responsible Investment Report which includes the 
portfolio’s emission intensity.

•	 Taskforce on Climate-related Financial Disclosures 
(TCFD) report at a product and entity level. 

•	 Net Zero Transition Plan for all the Evenlode portfolios. 

•	 Quarterly Stewardship Reports highlighting voting 
and engagement activity for the period, available on 
Evenlode’s website.

•	 Publication of full voting records for every company 
within the portfolio on a quarterly basis; also discloses 
rationales when we vote against management.

•	 Full disclosure of investment and stewardship policies 
through Spring Capital and/or the Evenlode website.

Evenlode and Spring Capital work together to analyse and 
respond to the requests for information we receive from 
clients. Together with Spring Capital, we have responded 
to 100% of these in a full and comprehensive manner. Our 
aim is to include much of this type of requested detail in the 
materials we regularly provide. This has led to an expanded 
range of collateral presented to clients over different media 
as described above. The feedback we have received is that 
the breadth and depth of material produced is welcomed and 
encouraged by clients, and they are happy with Evenlode’s 
development and progress on ESG integration and 
engagement.

To better understand the needs of our clients we regularly 
review the content we post on our website and analyse this 
information to evaluate the usefulness of our communications 
with clients and propose and agree changes at our ‘Content 
Calendar’ meetings with the investment team.
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LOOKING AHEAD

As stated at the beginning of this report, Evenlode’s 
goal in stewardship is to ‘preserve and enhance 
the value of our clients’ assets through long-term 
engagement and analysis’. We believe it is our 
fiduciary duty to protect and increase the value of 
our clients’ assets through robust ESG analysis and 
long-term dialogue. Our ESG analysis highlights the 
best-in-class companies, and the Engagement Tracker 
allows us to highlight the companies which we feel 
can improve on ESG-related matters, providing us 
with crucial data on how to constantly improve our 
engagement approach. 
Our key focus for the year was to expand 
our expertise in four critical areas: 
Regenerative agriculture (RegenAg), 
water management, commodity 
risks, and deforestation. Developing 
our knowledge in these areas is an 
important aspect of understanding the 
resiliencies of the supply chains of the 
companies we invest in. 

Some of the lessons learnt from our 
analysis:

•	 While measuring financed 
emissions is inherently complex and 
imperfect, the process continues to 
yield valuable insights that inform 
our investment decisions and 
stewardship activities in support of 
our net-zero targets. Encouragingly, 
data availability and quality 
continue along the right trajectory – 
67 of the 82 companies we invest in 
now report 100% of their emissions 
across all scopes. As our analysis 
and company engagements mature, 
we are better able to assess climate 
impacts and communicate a more 
accurate picture of our financed 
emissions to clients. 

•	 We are continuing to engage with 
investee companies on water-
related risks. Our focus remains on 
improving transparency regarding 
‘embedded’ water in electricity use 
and ensuring replenishment projects 
align geographically with data 
centres. We are also challenging 
companies to upgrade legacy 
infrastructure rather than relying 
solely on new build ‘model’ facilities.

•	 Sitting at the intersection of 
climate and nature-based risks, 
deforestation represents a material 
and tangible threat impacting our 
investee companies through supply 
disruptions and regulatory costs. By 
engaging with the Consumer Goods 
sector, we aim to encourage greater 
transparency and traceability, which 
ultimately helps to mitigate nature-
based risks within their value chains.

•	 Our analysis on RegenAg within 
the portfolio suggests it hasn’t yet 
reached portfolio-wide maturity 
or influenced farmer yields. While 
many companies are implementing 
alternative methods, strategies 
remain early-stage. As stewards, 

we must challenge firms to move 
beyond pilot rhetoric toward 
measurable delivery, holding them 
accountable for bridging the gap 
between ambition and outcomes.

•	 Structural issues in coffee and cocoa 
stem from unfair value distribution. 
For supply chains to remain resilient 
against drought and disease, 
companies must ensure farmers 
receive fair prices to reinvest in their 
land. This may require accepting 
short-term margin impairments to 
safeguard long-term top-line growth 
and supply.

•	 For many years, the lack of 
transparency in global supply 
chains has created a significant gap 
between corporate sustainability 
claims and the realities on 
the ground. Deepening our 
understanding of these critical 
themes is essential to strengthening 
our ability to identify and manage 
the most material risks in industries 
most relevant to the Evenlode 
funds. These pieces of analyses 
will be instrumental in developing 
an ecological impact assessment 
framework for the business, in the 
near future.

We hope this report has given you a 
sense of how we invest responsibly at 
Evenlode, and the actions we have taken 
on behalf of our clients during 2025. 
We look forward to updating you on our 
progress during 2026. 

Should you wish to learn more in the 
meantime, please feel free to contact 
our Stewardship team by emailing 
evenlode@evenlodeinvestment.com
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GLOSSARY
 

Term Description

AGM Annual General Meeting, a yearly gathering of a company’s interested shareholders.

Article 8 A classification under the Sustainable Finance Disclosure Regulation (SFDR). This classification 
applies to investment funds that promote environmental or social characteristics but do not have 
a sustainability objective. Funds classified as Article 8 must disclose how these characteristics are 
met and monitored, providing transparency to investors about the sustainability aspects of their 
investments.

AUM Assets Under Management, the total market value of the investments that an entity manages on behalf 
of clients.

Carbon Emissions The release of carbon dioxide into the atmosphere, contributing to climate change.

CDP Carbon Disclosure Project, an organization that supports companies and cities to disclose their 
environmental impact.

CAGR Compound Annual Growth Rate, the mean annual growth rate of an investment over a specified period 
of time longer than one year.

EPS Earnings Per Share, a measure of company profitability, calculated by dividing a company’s profit by 
the number of shares in issue.

ESG Environmental, Social, and Governance, criteria used to evaluate a company’s operations and 
performance.

EUDR European Union Deforestation Regulation, a regulation aimed at preventing deforestation caused by 
certain commodities.

FCA Financial Conduct Authority, a regulatory body in the United Kingdom overseeing financial markets.

FCF Free Cash Flow, a measure of how much cash a company can generate over and above normal 
operating expenses and capital expenditure. The more FCF a company has, the more it can allocate to 
dividend payments and growth opportunities.

GHG Greenhouse Gas, gases that trap heat in the atmosphere, contributing to global warming.

ICAV Irish Collective Asset-management Vehicle. 

KIID Key Investor Information Document, a document providing essential information about investment 
funds.

LTIP Long-Term Incentive Plan, a reward system designed to improve employees’ long-term performance.

MiFID II Markets in Financial Instruments Directive II, a legislative framework instituted by the European 
Union to regulate financial markets.

Net Zero Achieving a balance between the amount of greenhouse gas emissions produced and the amount 
removed from the atmosphere.

OEIC Open-Ended Investment Company, a type of fund structured to invest in stocks and shares.

Paris Agreement The Paris Agreement is an international treaty adopted in 2015 aimed at combating climate change. It 
seeks to limit global warming to well below 2 degrees Celsius above pre-industrial levels, with efforts to 
limit the temperature increase to 1.5 degrees Celsius. Countries that are part of the agreement commit 
to reducing their greenhouse gas emissions and enhancing their climate resilience.

Proxy Voting A process allowing shareholders to vote on corporate matters without being physically present at the 
meeting.

ROIC Return on Invested Capital, calculated as net operating profit divided by invested capital. A measure of 
how effectively a company uses the money it has invested to generate profits.

RSPO Roundtable on Sustainable Palm Oil, an organization promoting sustainable palm oil production.
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Term Description

Scope 1 Emissions Direct emissions from owned or controlled sources.

Scope 2 Emissions Indirect emissions from the generation of purchased electricity, steam, heating and cooling consumed 
by the reporting company.

Scope 3 Emissions All other indirect emissions that occur in a company’s value chain.

SDR Sustainable Disclosure Regulation. It is a set of FCA rules and guidelines aimed at increasing 
transparency in how financial market participants consider sustainability risks. SDR requires 
companies to disclose information on their sustainability practices, helping investors make informed 
decisions based on environmental, social, and governance (ESG) criteria.

SFDR Sustainable Finance Disclosure Regulation, EU regulation aimed at increasing transparency in how 
financial market participants consider sustainability risks.

STIP Short-Term Incentive Plan, a reward system designed to improve employees’ short-term performance.

Sustainability A broad term generally understood to mean being able to meet present needs without compromising 
the ability to meet future needs. Sustainable investments are those which aim to generate a financial 
return whilst also considering ESG factors.

TCFD Task Force on Climate-related Financial Disclosures, an organization developing voluntary climate-
related financial risk disclosures for companies.

TNFD The Taskforce on Nature Related Financial Disclosures is an emerging framework to help companies 
and investors report on nature-related risks and impacts (e.g. on biodiversity and natural resources).

TSR Total Shareholder Return, the total return an investor receives from the company, including both 
capital returns (share price appreciation) and income returns (dividends).

UCITS Undertakings for Collective Investment in Transferable Securities. A regulatory framework in the 
European Union that allows for the creation and distribution of investment funds that can be marketed 
to retail investors across the EU. UCITS funds are known for their high level of investor protection, 
transparency, and liquidity.
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DISCLAIMER

Please note, these views represent the opinions of the 
Evenlode Team as of December 2025 and do not constitute 
investment advice. Where opinions are expressed, they are 
based on current market conditions, they may differ from 
those of other investment professionals and are subject 
to change without notice. This document is not intended 
as a recommendation to invest in any particular asset 
class, security or strategy. The information provided is for 
illustrative purposes only and should not be relied upon as a 
recommendation to buy or sell securities. Every effort is taken 
to ensure the accuracy of the data in this document, but no 
warranties are given.

We believe that delivering real, durable returns over the long 
term can be best achieved by integrating environmental, 
social and governance (ESG) factors into our risk 
management framework as this ensures that all long-term 
risks are monitored and managed on an ongoing basis. In 
addition to reviewing ESG factors when making investment 
decisions, we engage with portfolio companies on a range of 
ESG issues (for example greenhouse gas emission reduction). 

The UK sustainable investment labels help investors find 
products that have a specific sustainability goal and that 
meet certain specific requirements in relation to their 
sustainability characteristics. Although the Evenlode Funds 
have sustainability characteristics, they do not have UK 
sustainable investment labels because they do not have a 
specific sustainability objective and have flexibility to pursue 
a wide range of investment opportunities, without being 
limited by the specific criteria required for a label.

IFSL Evenlode Income, IFSL Evenlode Global Income 
and IFSL Evenlode Global Equity are sub funds of of the 
IFSL Evenlode Investment Funds ICVC. Investment Fund 
Services Limited (IFSL) is authorised and regulated by the 
Financial Conduct Authority, No. 464193. The Evenlode 
Global Dividend Fund and Evenlode Global Opportunities 
Fund are sub-funds of the Evenlode ICAV. The Evenlode 
Global Dividend Fund and Evenlode Global Opportunities 
Fund are authorised and regulated in the Republic of Ireland 
by the Central Bank of Ireland. Full details of the funds 
including risk warnings and costs and charges are published 
in the fund prospectuses, and the Key Investor Information 
Documents (KIID) which are available on request and at www. 
evenlodeinvestment.com.

Past performance is not a guide to future returns. The funds 
are subject to normal stock market fluctuations and other 
risks inherent in such investments. The value of investments 
and any income derived can go down as well as up, and 
investors may not get back the full amount invested. You 
should therefore regard your investment as medium to long 
term. The Evenlode funds are concentrated with typically 
30-50 investments, therefore the funds carry more risk than a 
fund that is spread over a larger number of stocks. The funds 
have the ability to invest in derivatives for the purposes of 
efficient portfolio management, which may restrict gains 
in a rising market. Investment in overseas equities may be 
affected by exchange rates, which could cause the value of 
your investment to increase or diminish.

Issued by Evenlode Investment Management Limited 
authorised and regulated by the Financial Conduct Authority, 
No 767844.
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Interested in investing in the Evenlode funds? Get in touch:

Tel +44(0)1608 695200 
Email evenlode@evenlodeinvestment.com 

Visit evenlodeinvestment.com/our-strategies/how-to-invest-uk/  
evenlodeinvestment.com/our-strategies/how-to-invest-offshore/

Printed on FSC-certified, 100% post-consumer waste paper produced using wind-generated energy.

mailto:evenlode@evenlodeinvestment.com
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