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Philosophy 
We, River and Mercantile Asset Management (RAMAM), believe that alongside generating attractive risk-
adjusted returns for clients, our investments should have a longer-term positive impact on the environment and 
society.    

To achieve our dual objectives, we aim to invest sustainably by consistently considering the ESG factors that are 
financially material to individual companies in our PVT investment process, and related products, and engaging 
with companies where relevant and in line with our fiduciary duties. We shall ensure that our sustainability 
research and our investment stewardship activities, such as voting & engagement, and the impact they have on 
investment decisions, is documented. 

 

Summary 
Our investment process is bottom-up based on company fundamentals. We focus on shareholder value creation, 
undervaluation and investing in improving companies with positive trends (Potential, Valuation and Timing, or 
�Z�W�s�d�[�•�X���K�µ�Œ���^�š���š���u���v�š���}�(���/�v�š���v�š���]�•���š�}�������o�]�À���Œ�����}�v�•�]�•�š���v�š�����o�‰�Z�����(�}�Œ���}�µ�Œ�����o�]���v�š�•�����Ç��investing in a portfolio of PVT 
�•���o�����š���������}�u�‰���v�]���•�����v�����Á���������o�]���À�����š�Z���š�����v���o�Ç�•�]�•���}�(���������}�u�‰���v�Ç�[�•���•�µ�•�š���]�v�����]�o�]�š�Ç�����š�š�Œ�]���µ�š���•���~�Á�Z���Œ�������^�'���]�•���š�Z�����u�}�•�š��
common short-hand) is a critical component of any approach that seeks to deliver attractive risk-adjusted returns.  

Our sustainability analysis is focused on material sustainability issues that have a pathway to becoming financially 
material to companies. We believe financial materiality represents the crossover between what is important to 
society and �t via a positive or negative feedback loop to business performance �t shareholders. Consideration of 
these key issues should therefore be considered part and parcel of good fundamental analysis, allowing us to 
deliver client requirements for investment returns with a wider positive impact.  

We acknowledge that there can be variations in the terms and definitions that different asset managers and 
investors apply in this field.1 Our chosen lens is sustainability, which we define as follows: 

A sustainable business compounds value for all stakeholders over the long term. 

It is a responsible steward of capital with a culture of longevity. 

�^�µ�•�š���]�v�����]�o�]�š�Ç���Œ���‹�µ�]�Œ���•�����v���o�Ç�•�]�•���}�(���š�Z�������Æ�š���v�š���š�}���Á�Z�]���Z�������(�]�Œ�u�[�•���‰�Œ�}���µ���š���}�(�(���Œ�]�v�P���}�Œ���}�‰���Œ���š�]�}�v�•���Z���o�‰�•���š�}���������Œ���•�•��
societal challenges. We aim to invest in companies with a net positive impact on society by analysing the key 
company-specific and sector-related People, Innovation and Environment issues that most commonly impact a 
���}�u�‰���v�Ç�[�•���o�}�v�P-term value creation potential.2  

This framework means we can ensure we have a clearly-thought-out view of sustainability when considering a 
stock for inclusion in a portfolio. As a result, we do not exclude potential investments based on sector, business 
activity or third-party ESG rating, unless required by clients. We do, however, have a four-tier scoring system 
which may identify an investment case as being compromised by weak sustainability characteristics and therefore 
inappropriate for inclusion in portfolios. We assess tiers based on both analysis of quantitative metrics (with 
reference to Sustainability Accounting Standards Board (SASB) and qualitative judgements. 

Our research and tiered scoring will also identify companies where change could unlock value, and this can be 
accelerated by engagement. We are committed to the principle of stewardship and responsible investing, that is, 
selectively engaging with companies that we invest in and challenging those which fall short of our standards for 
managing ESG-related risks.3  

Multi-faceted, constructive engagement with companies at meetings with members of the Board and executives is 
a potential differentiator for the active investor. This includes the ability to drive or support positive change, but 
���o�•�}���]�v���}�Œ�‰�}�Œ���š���•���Z���}�u�u�µ�v�]�����š�]�À�����À���o�µ���[���}�Œ���š�Z���������]�o�]�š�Ç���~�(�}�Œ�����}�š�Z���]�v�À���•�š�}�Œ�•�����v�������}�Œ�‰�}�Œ���š���•�•���š�}���o�����Œ�v���À�]�������Æ���Z���v�P�����}�(��

 
1 We will use sustainable / ESG investing interchangeably in this document, for example. 
2 Leadership & Governance, which defines the overarching structures, policies and behaviours that influence how an organisation operates, 
sits within People. 
3 �Z�/�v�À���•�š�}�Œ���•�š���Á���Œ���•�Z�]�‰�W���K�v�����Z���v�����}�v���š�Z�����Á�Z�����o�M�[�U���^�š���‰�Z���v���D�]�o���•�����v�������u���v�������‰���^�Z�]�Z�v���~�t�]�o�o�]�•���d�}�Á���Œ�•���t���š�•�}�v�•�U���î�ì�í�õ 
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information.4 It goes some way to explaining the difference of approach regarding the weight placed on qualitative 
assessment over mechanical data-driven approaches or third-party scoring. 

Our team has a single approach to Sustainable PVT (S-PVT) research, voting and engagement. It is built to enable a 
consistent approach for companies across different regions, of varying size, and at different stages of their life 
cycle (as de�•���Œ�]�������������o�}�Á���µ�v�����Œ���Z�Z���D���D���/�v�À���•�š�u���v�š���W�Z�]�o�}�•�}�‰�Z�Ç�[�•�X���t�����‰�o���v���š�}�����}�v�š�]�v�µ�}�µ�•�o�Ç���]�u�‰�Œ�}�À�����}�µ�Œ�����‰�‰�Œ�}�����Z��
to ESG integration, in line with evidence and as new tools become available.  

 

�������l�P�Œ�}�µ�v���W���Z���D���D���/�v�À���•�š�u���v�š���W�Z�]�o�}�•�}�‰�Z�Ç���~�Z�W�s�d�[�• 
RAMAM�[�• investment philosophy is called PVT (Potential, Valuation and Timing) and targets these three factors 
�Á�Z���v�����•�•���•�•�]�v�P���������}�u�‰���v�Ç�[�•�������]�o�]�š�Ç���š�}���P���v���Œ���š���������•�}�o�µ�š�������v�����Œ���o���š�]�À�����Œ���š�µ�Œ�v�•���(�}�Œ���]�v�À���•�š�}�Œ�•���]�v���š�Z�����(�µ�š�µ�Œ���X�� 

The Potential of a company represents its ability to create economic value for shareholders. Over the years we 
have found that the companies that can deliver above average potential divide into four categories; these relate to 
�Á�Z���Œ�����������}�u�‰���v�Ç���]�•���]�v���]�š�•���Z�o�]�(�������Ç���o���[�W 

�ƒ Growth: the delivery of strong revenue and profits growth 

�ƒ Quality: a business franchise that delivers a superior return on investment 

�ƒ Recovery: �š�Z�����‰�Œ�}�����•�•���Á�Z���Œ�����Ç���������}�u�‰���v�Ç���‰�Œ�}���µ�����•�������Œ�����}�À���Œ�Ç���]�v���‰�Œ�}�(�]�š�•���š�}���Z�v�}�Œ�u���o�[���o���À���o�•���(�}�o�o�}�Á�]�v�P��
decline 

�ƒ Asset-backed: the delivery of asset-backed growth to a long-term investor.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Valuation �(�����š�}�Œ���•�����l�•���š�}�����•�š�����o�]�•�Z���š�Z�����‰�Œ�]���]�v�P�����v�}�u���o�Ç�U���š�Z�����P���‰�������š�Á�����v���š�Z�����•�š�}���l���u���Œ�l���š�[�•���À���o�µ���š�]�}�v���}�(���š�Z����
company and its underlying economic worth.  

Timing addresses the issue of when is the right time to buy and sell, thus reducing the risk of being too early into 
an investment, and optimising the period held and returns generated once an investment made. 

In addition, we believe companies which are exhibiting good, or improving, ESG characteristics �t which we view 
through the lenses of People, Innovation and Environment �t make for more attractive investments. Risk is 
increased when companies exhibit weakness in these categories. 

Based on our collective experience and research, we identified several important tenets that impact a company 
regardless of its industry, business model or stage in its lifecycle. This informed our �^�^�µ�•�š���]�v�����o�����W�s�d�_ framework, 

 
4 �Z�,�}�Á�����^�'�����v�P���P���u���v�š�����Œ�����š���•���À���o�µ�����(�}�Œ���]�v�À���•�š�}�Œ�•�����v�������}�u�‰���v�]���•�[�U�����Œ���:�����v-�W���•�����o���'�}�v���U�����Œ���E�]���u�Z���K�[�^�µ�o�o�]�À���v�U�����Œ���Z�]���v���l�����^�o���P���Œ�U���D�]�l�����o��
Homanen, Dr Michael Viehs, Szilvia Mosony (UN PRI). 
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which articulates our approach to integrating sustainability considerations within our existing PVT investment 
process. 

 

Sustainable PVT 
We define and assess corporate sustainability as follows:  

 

A sustainable business compounds value for all stakeholders over the long term. 

It is a responsible steward of capital with a culture of longevity. 

We evaluate sustainability through the pillars of People, Innovation and the Environment, including companies 
undergoing change leading to positive long-term outcomes. 

 

The relationship between sustainability (or ESG factors) and financial performance remains the subject of multiple 
studies. �����µ�š�•���Z���������v�l�[�•���u���š�����•�š�µ���Ç���(�Œ�}�u���î�ì�í�î���~�Z�^�µ�•�š���]�v�����o�����/�v�À���•�š�]�v�P�W�����•�š�����o�]�•�Z�]�v�P���>�}�v�P-�d���Œ�u���s���o�µ���[�U���&�µ�o�š�µ�v�U��
Kahn and Sharples5) found that 100% of academic studies surveyed indicated companies with high ESG ratings had 
a lower cost of capital and 89% of the studies indicated that high ESG rated companies exhibit market 
outperformance. Conversely, a paper in 2020 by Cornell and Damodaran (�Z�s���o�µ�]�v�P�����^�'�W�����}�]�v�P���'�}�}�����}�Œ���^�}�µ�v���]�v�P��
�'�}�}���[6) questions the view that there is a positive �o�]�v�l���P���X�����}�Œ�v���o�o�����v���������u�}�����Œ���v�������o�]���À�����š�Z�����(�]�v���]�v�P�•�����Œ�����^�(�Œ���P�]�o����
���v�����•���v�•�]�š�]�À�����š�}���Z�}�Á�����^�'�����v�����‰�Œ�}�(�]�š�����]�o�]�š�Ç���]�•���u�����•�µ�Œ�����_�����v�����‹�µ���•�š�]�}�v�•���Œ���P���Œ���]�v�P�������µ�•���o�]�š�Ç���Œ���u���]�v�•���µ�v���v�•�Á���Œ�����X��
One appeared conclusion �(�Œ�}�u�������������u�]�����Œ���•�����Œ���Z���]�•���š�Z���š���š�Z�������À�]�����v�������]�•���^�•�š�Œ�}�v�P���Œ���š�Zat bad firms get punished, 
���]�š�Z���Œ���Á�]�š�Z���Z�]�P�Z���Œ�����]�•���}�µ�v�š���Œ���š���•���}�Œ���Á�]�š�Z�������P�Œ�����š���Œ���]�v���]�����v�������}�(�����]�•���•�š���Œ�•�����v�����•�Z�}���l�•�_�X�� 

Our sustainability analysis is focused on material sustainability issues that have a pathway to becoming financially 
material to companies. Debates around the pathway to becoming financially material are often debates about 
time horizon. Over the long term, companies should be successful if they serve all their stakeholders (society) well. 
Over the long term, most societal or stakeholder issues are eventually solved by governments, individuals, 
innovation and technology, and will eventually become financially material to companies and shareholders. 
Consequently, identifying material sustainability issues is synonymous with identifying financially material 
sustainability issues. 

�t�����š�Z���Œ���(�}�Œ���������o�]���À�����š�Z���š���•�µ�•�š���]�v�����]�o�]�š�Ç�����v���o�Ç�•�]�•���(�}�Œ�u�•�������l���Ç���‰���Œ�š���}�(�����•�•���•�•�]�v�P���š�Z�����Œ�]�•�l�����Œ�}�µ�v�����������}�u�‰���v�Ç�[�•��
fundamentals and that ignoring material sustainability factors might result in an incomplete understanding of risk 
and poor risk-adjusted returns. Sustainability issues can be misunderstood, and they can also change over time. As 
a result, businesses with material sustainability issues today, can present both attractive investment opportunities 
when there is potential for improvement that underpins a recovery in the financial performance and perception of 
a company, and opportunities to make a positive impact on the environment and society, when businesses 
improve their sustainability credentials. 

 

The Sustainability Pillars 
In the same way that our PVT process has enabled us to hone in on the key drivers of shareholder value over the 
last decade, we have formalised our approach to sustainability to bring discipline in what can be a complex and 
subjective area.  

Starting from first principles, we have identified the pillars of People, Innovation and Environment as the factors 
�Á�Z�]���Z���u�}�•�š�����}�u�u�}�v�o�Ç���]�u�‰�����š���������}�u�‰���v�Ç�[�•���o�}�v�P-term value creation potential. These pillars underpin a common 
framework for our fundamental company research. The materiality of sustainability factors varies across industries 
and companies meaning there may be additional considerations on a stock-by-stock basis; here we utilise the SASB 

 
5 �Z�^�µ�•�š���]�v�����o�����/�v�À���•�š�]�v�P�W�����•�š�����o�]�•�Z�]�v�P���>�}�v�P-�d���Œ�u���s���o�µ���[�U���&�µ�o�š�µ�v�U���<���Z�v�����v�����^�Z���Œ�‰�o���•�� 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2222740 
6 �Z�s���o�µ�]�v�P�����^�'�W�����}�]�v�P���'�}�}�����}�Œ���^�}�µ�v���]�v�P���'�}�}���[�U�����}�Œ�v���o�o�����v���������u�}�����Œ���v�U���î�ì�î�ì�X 
https://ssrn.com/abstract=3557432  

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2222740
https://ssrn.com/abstract=3557432
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materiality map7 to guide our efforts and investigate where third-party ESG research has flagged any significant 
sustainability issues. 

S-PVT Pillars �t Summary 

People 

�&�}�Œ�����v���]�v���]�À�]���µ���o�����}�u�‰���v�Ç�U���]�š�[�•���•ustainability depends on the ���}�u�‰���v�Ç�[�•�������]�o�]�š�Ç���š�}�����Œ�����š�����À���o�µ�����(�}�Œ�����o�o���•�š���l���Z�}�o�����Œ�•��
through having high levels of trust and cooperation between employees, customers and the wider community it 
serves. Companies that install best practice governance, adhere to regulation, treat people equally, respect human 
rights and incorporate cognitive diversity (to avoid group think) and become better companies as a result. 

Innovation 

A sustainable business requires constant innovation to respond to changes in market fundamentals, the 
environment and society. This is imperative for compounding long-term value, for the benefit of all stakeholders. 
We take a broad view of innovation, which we believe encapsulates changes in strategy, process and product. This 
is applicable in times of success, where companies have the financial strength to reinvest, as well as in times of 
change, where businesses need to evolve when faced with challenge and opportunity.  

Environment 

A sustainable company creates value for all stakeholders without causing undue harm to the environment, or 
compromising the ability of future generations to avoid doing so. Acting in an environmentally responsible manner 
presents both costs and opportunities; this enables management to champion best-in-class, and improve 
substandard working practices. The goal is for management to deliver effective company strategy with proper 
consideration for its natural surroundings and to manage their impact on the environment in support of the 
transition to a low carbon economy.  

 

 

 

 

 

 

 

 

 

Please refer to the appendix for additional details on the aims, objectives and outcomes of each pillar.  

A word on Leadership and Governance. 

�'�}�À���Œ�v���v�������]�•���}�(�š���v���š�Z�����l���Ç���]�v�š���Œ�(���������Á�����Z���À�������•���]�v�À���•�š�}�Œ�•���]�v�����Œ�]�À�]�v�P���š�Z�����Z�]�v�•�š�]�š�µ�š�]�}�v���o���]�u�‰���Œ���š�]�À���[�������Z�]�v��������
genuine shift to stakeholder capitalism, with its focus on longer-term horizons and a regard for all stakeholders. 
Strong corporate governance practices can provide the foundation for a company to deliver both strong financial 
returns and positively impact the environment and society.  

All investment involves some form of trade-�}�(�(�X���:�µ�•�š�����•���š�Z�������}�v�����‰�š���}�(���Z�����}�v�}�u�]�����s���o�µ���������������[���~���s���•���Á���•���Œ���À�]�À������
in the 1980s to emphasise trade-offs around quality of growth and the opportunity cost of equity, ESG provides a 
�v���Á�������o���v�������(�}�Œ���Z�•�š���l���Z�}�o�����Œ�������‰�]�š���o�]�•�u�[�X�����Ç�����Z�}�}�•�]�v�P���v�}�š���š�}�����Æ���o�µ�������‰�}�š���v�š�]���o���]�v�À���•�š�u���v�š�•�U���Á�����Œ�����}�P�v�]�•�����š�Z���š���}�µ�Œ��
investment universe will include companies that do not meet our threshold on all aspects of sustainability. We are 
committed to the principle of stewardship �t monitoring and influencing the companies that we invest in through 
engagement, and challenging companies that fall short of our standards for managing ESG-related risks. This is a 
critical link to governance, which we view as the foundation on which the three pillars of People, Innovation and 
Environment are built.  

 
7 SASB materiality map identify the sustainability information that is financially material, which is to say material to understanding how an 
organisation creates enterprise value.https://www.sasb.org/standards/materiality-finder/?lang=en-us 

https://www.sasb.org/standards/materiality-finder/?lang=en-us
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River and Mercantile Asset Management LLP (trading as "River and Mercantile" and "River and Mercantile Asset 
Management"), is registered in England and Wales under Company No. OC317647, with its registered office at 30 
Coleman Street, London EC2R 5AL.  �Z�]�À���Œ�����v�����D���Œ�����v�š�]�o�������•�•���š���D���v���P���u���v�š���>�>�W���~�^�Z���D���D�_�•���]�•�����µ�š�Z�}�Œ�]�•���������v����
regulated by the UK Financial Conduct Authority (Firm Reference Number 453087), is registered with the U.S. 
Securities and Exchange Commission (SEC) as an Investment Adviser under the Investment Advisers Act of 1940 
and is a member of The Investment Association. 

  

In respect of operations in Australia, RAMAM is exempt from the requirement to hold an Australian financial 
services licence and is regulated by the FCA under UK laws, which differ from Australian law.  

 

The information in this document has been prepared and issued by RAMAM and is directed at professional 
clients only, and in Australia may only be provided to wholesale clients (as defined in section 761G of the 
Corporations Act 2001) by RAMAM or its representatives. If you are not a Professional or wholesale Client, you 
should not continue to view the information in this documentation or correspondence in relation to it. Retail 
clients should not rely on the information provided; if you are unsure as to your investment status and the 
suitability of this information you should seek advice from a financial advisor or solicitor.  

  

The information contained in this document, any attachments and any related correspondence does not contain 
���v�Ç���‰���Œ�•�}�v���o�������À�]���������v�������}���•���v�}�š���š���l�����]�v�š�}���������}�µ�v�š�����v�Ç���‰�Œ�}�•�‰�����š�]�À�����]�v�À���•�š�}�Œ�•�[���}���i�����š�]�À���•�U���(�]�v���v���]���o���•�]�š�µ���š�]�}�v���}�Œ��
needs and is strictly confidential and may not be reproduced or further distributed. The value of investments and 
any income generated may go down as well as up and is not guaranteed. An investor may not get back the 
amount originally invested. Past performance is not a guide to future performance. Investments in emerging 
markets securities may be subject to additional risks over and above those typically present in developed 
markets. Changes in exchange rates may also have an adverse effect on the value, price or income of 
investments.  

  

The information and opinions contained in this document are subject to updating and verification and may be 
subject to amendment. The information and opinions do not purport to be full or complete. No representation, 
warranty, or undertaking, express or limited, is given as to the accuracy or completeness of the information or 
opinions contained in this document by RAMAM. No liability is accepted by such persons for the accuracy or 
completeness of any such information or opinions. As such, no reliance may be placed for any purpose on the 
information and opinions contained in this document. 

 


