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About the research

Who did we survey?

METHODOLOGY

AGE

Close Brothers Asset Management
commissioned Censuswide to survey over
2,000 investors who currently hold a general
investment account (GIA), stocks and shares
ISA, self-invested personal pension (SIPP) or
share dealing account. The research took place
in January 2021.

L O C AT I O N

55+
9%

45 to 54

18 to 24
26%

12%

ABOUT CENSUSWIDE

Censuswide is an international market research
consultancy headquartered in London,
United Kingdom. The firm has access to a
global network of pre-screened and verified
respondents in over 65 countries, and
delivers insights based on rigorously tested
data. Censuswide complies with the Market
Research Society Code of Conduct and
ESOMAR principles.

35 to 44
21%

25 to 34
31%

H O W M U C H C U R R E N T LY I N V E S T E D

Prefer not to say
More than £1M

7%

5%

Scotland 7%

East of England 9%

Northern Ireland 2%

Greater London 22%

North East 3%

South East 12%

North West 10%

South West 6%

Yorkshire 8%

West Midlands 10%

East Midlands 7%

Wales 3%

£500K to £1M
14%

Under
£250K
52%

£250K to
£499.9K
22%
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A glossary for this report
It’s important to note that this terminology will not
be used in the same way across the industry –
either by investment professionals or investors.
Responsible investing
An approach to managing assets where
investors explicitly acknowledge the relevance of
environmental, social and governance (ESG) factors
in their investment decisions, as well as their own
role as active owners, with the long-term return of
an investment portfolio in mind. For the purposes
of this report, we use this term to capture all forms
of investing that have responsible considerations
beyond ‘traditional’ investing.
Environmental, Social and Governance (ESG)
These refer to categories of factors/issues which
traditionally are not part of financial analysis, yet
have financial relevance and may be material for
companies. Examples of factors in each category
include, but are not limited to the following:
•

•

•

Environmental factors: climate change,
resource depletion, waste, pollution,
deforestation.
Social factors: human rights, modern slavery,
child labour, working conditions, employee
relations.
Governance factors: bribery and corruption,
executive pay, board diversity and structure,
political lobbying and donations, tax strategy.

Sustainable investing
An investment discipline which involves actively
seeking investments in companies with sustainable
practices, and incorporating ESG factors into
investment decisions to better manage risk and
enhance long-term financial returns.
Impact investing
An investment discipline that seeks to generate a
measurable, positive social or environmental impact
as well as a financial return.
Socially Responsible Investing (SRI)
A broad category, for investment disciplines which
seek to consider both financial returns as well as
social and environmental good, to bring about
positive change to society. These strategies often
have specific ethical, ESG, and impact criteria, and
may employ screening.

United Nations’ Sustainable Development
Goals (UN SDGs)
The UN has established 17 Sustainable
Development Goals, which are an urgent call for
action by all countries - developed and developing
- in a global partnership. Progress on investment
sustainability and impact outcomes can be
assessed against recognised sustainability and
impact thresholds and timeframes, such as the UN
SDGs.
Greenwashing
Conveying a false impression or providing
misleading information or a misleading narrative
about how a company and its products are
environmentally sound or positive in an ESG
context.

Ethical screening
The application of filters to lists of potential
investments to rule companies in or out of
contention for investment, based on an investor’s
preferences, values or ethics.
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Foreword

Executive summary

Responsible investment has many guises;
sustainable investment, ethical investment, ESG,
SRI – the list goes on. Regardless of which name it
takes, one thing is clear: it’s the topic of the hour,
amongst investors, the media, and the wealth
management community alike.

65% of investors have responsible investing
priorities. Just 35% are ‘traditional’ investors;
that is, they are only concerned with maximising
their financial returns.

But it’s no flash in the pan. A variety of factors have
brought it to the forefront of investor consciousness
recently, from ‘the Greta effect’ to Covid-19, and
it is definitely here to stay. Advisers need to be
equipped to meet this shift in client demand,
offering investment solutions which allow people to
use their money in ways that reflect their concern
and respect for the natural environment, for human
dignity, and for responsible corporate behaviour.

85% of investors believe sustainable investing
will improve, or at least provide the same, returns
as traditional investing.

This report takes a closer look at the responsible
investor’s psyche. We hope it will shine a light on
the concerns that are weighing on your clients’
minds, such that you feel more equipped to have
conversations about these often sensitive and
subjective topics.

£

There are generational divides when it comes to
investor opinion around investing ethically and
ESG issues, but sustainable investing is certainly
not reserved for the millennial investor.

It’s vital that advisers are offering responsible
investment solutions to their clients, or they may
miss out on a significant growth opportunity in
2021 and beyond.

Darren Saddler,
Head of Investment Business Development
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Investor types by priority
These five categories are recognised as some of the main ways to invest across
the responsible investing spectrum. We asked investors which of the statements
aligned best with their investment priorities – and then categorised them by
‘investor type’. Throughout this report, when we describe an investor type, it
means they picked that statement as their top priority.

TRADITIONAL

RESPONSIBLE

INVESTOR

INVESTOR

TRADITIONAL

ETHICAL

S U S TA I N A B L E

I M PA C T

PHILANTHROPIC*

“My only priority is
to maximise my
financial return.”

“My priority is to
maximise my financial
return, but I would
prefer to exclude
unethical sectors/
practices.”

“I want to maximise
my financial return,
and would like my
investments to also
consider social and
environmental good to
bring about positive
change to society.”

“My priority is for
my money to have
a positive social or
environmental impact,
but I’d also like to make
a financial return.”

“My only priority is
my money having
a positive social or
environmental
impact.”

* This is distinct from general philanthropists, who may donate generously to charity regardless of their investment goals.
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The shift to responsible investing
By the end of 2019, 38% of the UK’s assets under management were subject
to ESG integration, which includes both pooled vehicles and segregated
mandates. There was an 89% increase in investment within responsible funds
in the 18 months leading to June 2020; sales for the first half of 2020 were four
times higher than in the first half of 2019.1 PwC Luxembourg predicts that by
2025, more than half of total mutual fund assets in Europe could be sitting in
ESG-focused funds2.

Clients who use an adviser are by far the most likely to want to invest
responsibly, likely a result of access to increased education and insight. It’s
vital that advisers are equipped to meet that demand, by providing solutions
that incorporate ethical screens at a minimum; ethical being the top priority for
responsible investors.

Our research shows that this surge in demand is reflective of investors’
priorities. Only around a third (35%) of all investors identified as traditional, in
that their only priority when investing is to maximise financial returns. This is
truer of men than women, at 40% compared to 31%.
INVESTOR TYPES — BY ADVICE

INVESTOR TYPES — BY PRIORITY

8%

3%

I M PA C T

22%

S U S TA I N A B L E

Responsible

Traditional

Uses an independent
adviser

72%

28%

Doesn’t use an adviser,
but used to

66%

34%

Doesn’t use an adviser
and never has

59%

41%

Uses an adviser at their
wealth/asset manager

58%

42%

PHILANTHROPIC

65%

RESPONSIBLE

32%

35%

TRADITIONAL

ETHICAL

¹ The Investment Association: UK investment management resilient in the face of headwinds, 24 September 2020.
2
PwC report: The growth opportunity of the century.
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The myth about returns
Are UK investors convinced they’ll need to sacrifice financial returns in order
to invest sustainably? We asked them this exact question, and it turns out
that most investors do not believe that there’s any sacrifice required.
An overwhelming 85% believe that investing
sustainably will either improve or provide the
same returns as traditional investing.

The devil is in the detail though – when we break this down by
generation, younger investors are far more confident in the ability of
sustainable investments to provide better returns, while older investors
are slightly more sceptical.

Same returns

Improve returns

Limit returns

50

F O R T H O S E I N V E S T O R S W H O B E L I E V E S U S TA I N A B L E
INVESTING IMPROVES RETURNS:

38%

38%

think it’s because
companies which
align with sustainable
investing will do well in
the long-term

32%

think consumer
demand has increased
for sustainable
businesses

think government
regulation will impact
companies which are
not sustainable

40

30%

%

30

29%

20

think it’s because they
will avoid companies
with negative press

10

0
18-24

25-34

35-44

45-54

think it’s because
investment managers
are doing more
research

55+

Age
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“

The reduced investable universe does not
necessarily make returns harder to find.
Interestingly, we’ve found a strong positive
correlation between our proprietary
quantitative valuation model upsides and ESG
ratings. This means, on average, we see higher
potential upside in companies with better ESG
ratings.

”

RICHARD STROUD
INVESTMENT MANAGER,
C L O S E S U S TA I N A B L E B A L A N C E D P O R T F O L I O F U N D

P a g e N o R i g h8t
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Talking about terminology
As the interest in responsible investing has grown, so
has the vocabulary associated with it. Unfortunately,
not all of the terms used in the industry are fully
understood or used in the same way – either by
investment professionals or investors.

That means around four in every five potential
investors who speak to an adviser are unlikely to
be completely comfortable with the terminology.
There’s an age gap here too – younger
investors are more likely to be confident in their
understanding of these terms.

For example, the vast majority (82%) of investors
aren’t confident in their understanding of the term
‘SRI’. Similarly, 80% of investors are unsure about
‘ESG’, and 76% about ‘greenwashing’.

Positively, investors who use a financial
adviser are much more likely to be confident
in their understanding of these terms. Those
with an adviser are more likely to have both
heard of every term, and be confident in their
understanding, but there is still some way
to go in giving investors more clarity around
responsible investing.
% C O N F I D E N T I N U N D E R S TA N D I N G
Use an adviser

Heard it, know what it means

Heard it, not sure what it means

39%

Heard it, no idea what it means

34%

Never heard of it

16%

28%

18%

41%

37%

ESG

26%

12%

Sustainable investing

39%

34%

Impact investing

32%

17%

SRI

24%

11%

Ethical screening

33%

19%

UN Sustainable
Development Goals

31%

18%

Greenwashing

28%

18%

34%

ESG

37%

Responsible investing

11%

Responsible investing

20%

35%

16%

12%

Sustainable investing

25%

32%

18%

Don’t use an adviser

25%

Impact investing

18%

27%

20%

35%

SRI

26%

35%

18%

21%

Ethical screening
UN Sustainable
Development Goals

25%

32%

24%

17%

27%

18%

26%
31%

Greenwashing

0

20

40

60

80

100

%
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The sustainable
investment universe
Beyond the terminology, investors don’t fully
understand the opportunities within the sustainable
investment universe either. We asked investors
to tell us which asset classes they thought it was
possible to invest in sustainably.
“I THINK IT’S POSSIBLE
T O I N V E S T S U S T A I N A B LY I N . . . ”

Property

36%

Small company shares

26%

Gold

26%

Bonds

25%

Large company shares

25%

Cryptocurrency

22%

This could mean one of two things. It could suggest
that investors are confident in their knowledge of
what investing sustainably means, but they think
it’s largely impossible across most traditional asset
classes (shares, bonds and alternatives), or it could
be they don’t fully understand what sustainable
investing means. The latter could very well be true;

22%

thought it was possible to invest sustainably in
cryptocurrency, which is surprising given the
environmental impact of cryptocurrencies’ energy
consumption.

“

Our fixed income process ensures we
only invest in issuers operating in
sectors which are generally accepted to
be ethical – and with an independent
ESG-rating of BBB and above (by
MSCI).
We openly communicate with issuers
that do not meet our criteria, and
explain our reasons for withholding
capital.

”

Either way, it’s clear there’s a need for education.

ERAN HASSON
INVESTMENT DIRECTOR,

By ensuring that your clients have clarity
around the terminology, and what the
investable universe looks like, we will instil
confidence as an industry. Partnering with
an investment manager can help with this,
by offering educational resources and
expert guidance.

C L O S E S U S TA I N A B L E B O N D P O R T F O L I O F U N D
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Screening for ethical concerns
By looking at what an entity produces, it’s possible to exclude sectors and
practices that don’t align with certain values.
We asked investors which of these commonly screened-for sectors and
practices they objected to on ethical grounds, and which they would or
wouldn’t invest in.

Investors uncomfortable
with this on ethical
grounds

Investors uncomfortable
with this on ethical
grounds, but would
invest for financial
reasons

Animal testing for
cosmetic purposes

75%

25%

Weapons/arms

72%

28%

Tobacco

66%

29%

Gambling

65%

29%

Nuclear power

61%

29%

Adult entertainment

58%

27%

Oil and gas production

58%

31%

Oil and gas equipment
and services

56%

31%

Gas utilities

53%

31%

Alcohol

52%

27%

Iposos MORI: Concern about climate change reaches record levels with half now
‘very concerned’, 12 August 2019.

Of least ethical concern is alcohol, though there’s an age gap here – older
investors (55+) are much more comfortable investing in alcohol than young
investors (50% have no ethical issue and would invest, compared to 30% of
18-24s and 31% of 25-34s), but much less comfortable investing in tobacco;
this could be a reflection of living through the cultural shift away from public
smoking.
With concerns around climate change reaching record levels in the public
consciousness in recent years3, it’s very likely that the next generation of
investors will have a close eye on investments which have a damaging
environmental impact.

What tops the list, both in terms of ethical discomfort and an
unwillingness to invest, is animal testing for cosmetic
purposes, and weapons/arms. These are the themes that warrant
caution when being discussed with clients, and are likely to be the key
areas that investors want screened out of their portfolio.

3
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ESG investing
This investment theme has been on everyone’s
radar in recent years, becoming the catch-all term
for responsible investing. But it’s actually quite a
specific proposition – each element has a distinct
focus, and investors feel differently about each
component part.
When asked about some statements which relate
closely to the ESG world, investors chose from a
range of ‘strongly agree’ to ‘strongly disagree’.

It’s clear that the majority of investors
care about a range of ESG concerns,
but what’s more interesting is how
many strongly agree with certain
elements. The detail reveals that it’s
unfair to assume that ‘ESG’ means
‘green’ – in fact, looking at causes
investors feel strongly about, avoiding
fossil fuels comes out as a far lower
priority than employee health and
safety, or modern slavery legislation.

ESG is not only the domain of the
millennials – across the board, older
investors are more likely to strongly
advocate for these statements,
especially around climate change,
recycling, and modern slavery.
There’s very little gender discrepancy,
and only around 10% of investors
disagreed with any of the statements.

I N V E S T O R S W H O S T R O N G LY A G R E E W I T H T H E F O L L O W I N G S T A T E M E N T S :

47%

43%

34%

45%

42%

37%

42%

36%

32%

Companies should recycle
as much as possible

Employee health and safety
should be a corporate priority

Executive pay should be
transparent and fair

Companies that pollute should
work to tackle climate change

Companies should strictly enforce
modern slavery legislation

Company boards must avoid
conflicts of interest

We should be doing all we can
to avoid fossil fuels

Companies should support the
local community they work in

Companies need to prioritise making
their staff diverse and inclusive

Investors chose between strongly agree, slightly agree, neither agree nor disagree, slightly disagree or strongly disagree.
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“

We have designed a bottom-up process
that embeds ESG factors into our
research and analysis for both shares
and bonds. Our fundamental work
focuses on financial and non-financial
risks and opportunities, including the
relevant ESG factors, and contains
a review of the fundamentals of good
governance and management quality.

”

ROBERT ALSTER
CHIEF INVESTMENT OFFICER
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Investors are making
their money matter
Investors are in no doubt about the power of their cash. We asked what
the top three ways to make their money matter were and here’s what
they answered:

46%
How they choose
to invest

1

44%
Where they save
their money

2

Interestingly, only 31% of people chose
‘investing in a pension’ in their top three.
This is far lower than the 46% that chose
‘general’ investing for making their money
matter.

43%

It’s important to bear in mind that clients
may not know what their money can be put
towards using SIPPs, for example.

How they spend
day-to-day

3

Beyond the top three, a further 31% of investors chose donating to charitable
causes and 15% chose donating to a political party. Only 3% of investors
thought that none of these were important.
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Impact investing
In 2015, the United Nations created 17 Sustainable
Development Goals (SDGs). The SDGs build
on decades of work by many countries and the
UN, providing a shared blueprint for peace and
prosperity for people and the planet by 2030.

Impact investment solutions tend to identify
opportunities that tackle these same targets. And
while 26% of investors have never heard of the
goals, and only a quarter (25%) are confident they
know what they mean, it’s clear that the goals and
values themselves are important. A mere 4% of
investors said that none of the goals were important
to them. The rest were asked to rank their top
priorities – and interestingly, there was no clear
winner.

TOP PRIORITIES FOR INVESTORS

Ranking

%

1

Clean water and sanitation

29%

2

Climate action

28%

3

Good health and wellbeing

27%

4

No poverty

25%

5

Zero hunger

25%

6

Forest/earth conservation

25%

7

Affordable and clean energy

22%

8

Ocean conservation

22%

9

Quality education

20%

10

Peace, justice and strong institutions

20%

11

Gender equality

19%

12

Decent work and economic growth

16%

13

Responsible consumption and production

16%

14

Reduced inequalities

14%

15

Sustainable cities and communities

13%

16

Industry, innovation and infrastructure

11%

17

Government partnerships

9%

Hard-hitting issues like clean water,
climate action, and good health came
out top, but not significantly so.

This shows that it’s a very subjective
area, and clients are likely to have
different priorities. There is no ‘one
size fits all’ solution; the responsible
investment solution that aligns with
one client’s goals might be very
different from that of another.

Source: un.org
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Charitable giving vs. responsible investing
For those investors who picked an SDG as a priority, we asked what changes
they’d made to their behaviour to support that goal.
The most common form of support was charitable donation. Looking at the
goals overall, 30% of investors had donated to a charity supporting their
chosen cause in the last year. This aligns with the general UK approach to
charitable giving – between January and June 2020, British people donated a
total of £5.4bn to charity – an increase of £800m compared to the same period
in 2019.4
For the SDGs specifically, investors are most likely to have donated for ‘climate
action’ (38%), ‘responsible consumption and production’ (38%), and ‘no
poverty’ (37%).

85%

“

The framework for our socially responsible investment
proposition is the United Nations’ SDGs. We measure
the percentage of revenue aligned with these goals,
alongside a company’s ESG score, to identify high
quality businesses with regulatory and financial
tailwinds to support growth. It’s important that we
help advisers communicate this impact to their clients,
so we do so within the core themes of environmental
protection, health & basic needs and economic
empowerment.

”

Across all seventeen goals, the average of those
who have done nothing to contribute to a cause
they really care about is just 15%. This means 85%
of people have taken proactive actions...
AMY LAZENBY
MANAGING DIRECTOR,
C L O S E S O C I A L LY R E S P O N S I B L E I N V E S T M E N T S E R V I C E

... yet only one in five investors (19%) have changed
their investment strategy to benefit a cause. This
presents a significant opportunity within the industry
for investments that align with social values.

4

Charities Aid Foundation: UK Giving Report 2020
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Views across the industry

“
”

Responsible investing is so far reaching; it seems impossible
for both companies and individuals to ignore.

I FA B U S I N E S S O W N E R
BASED IN WEST SUSSEX

“

Many clients are concerned about where their money is going
and what it is supporting when they invest. Just as you would
be unlikely to give money to a political party whose policies
you oppose, you also wouldn’t want to invest in a business
whose actions, product or service you believe to be wrong.

”

I FA B U S I N E S S O W N E R
BASED IN THE SOUTH EAST

17

“

The pandemic has affected us all in many ways, but one of the
significant changes has been the attitude of clients to investments.
2020 was the year when health became more important than wealth
for many investors and, as David Attenborough warned us all of
future pandemics and the need to look after the world, more and
more investors have raised the issue of sustainable investment.
Investors want a decent return on their investments, but not at all
costs.

”

DIRECTOR, INDEPENDENT FINANCIAL PLANNING
BASED IN ST ALBANS
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Five things to think about for 2021

1. Covid-19’s impact
The pandemic has brought many global issues to
the top of the agenda. Issues such as healthcare
and climate action shot to the top of public
consciousness.

2. The power of money
People are paying close attention to the power their
money can have. Activist investing is on the rise,
and investors are keen to align their cash with their
values.

4. A varied approach
There are an increasing number of responsible
investing solutions, and different approaches will
suit different clients. There are demographic trends,
and a ‘one size fits all’ approach won’t be sufficient.

5. A partner for prosperity
As an adviser, your clients need your expertise
when it comes to financial planning, tax,
investments and now responsible investing.
Consider working with with an investment manager
that has responsible investment capabilities.

3. Regulation
Responsible investing is drawing the attention of
regulators, with the Financial Conduct Authority
expected to consult this year on new rules with
aims similar to those of the EU’s Sustainable
Finance Disclosures Regulation (SFDR) and
sustainability-related amendments to MiFID II.
It’s likely that ESG criteria will form part of all
investment advice.
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Contact us
We offer a range of responsible investment
solutions, suitable for every client type.
Want to know more?
Get in touch with your Business
Development Director.

Alan Simpson
Scotland

Christopher Tingle
Midlands

Ian Christie
North West

Kurt Davidson
London and South East

Tel +44 (0) 7908 638 796
Email alan.simpson@
closebrothers.com

Tel +44 (0) 7394 422 919
Email christopher.tingle@
closebrothers.com

Tel +44 (0) 7896 620 611
Email ian.christie@
closebrothers.com

Tel +44 (0) 7917 008 680
Email kurt.davidson@
closebrothers.com

Robert Simmons
National Account Manager

Mark Sofflet
London and South East

Matthew Heappey
South West and M4 Corridor

Sebastian Ladimeji
London and South East

Simon Lloyd
South West and South Wales

Tel +44 (0) 7510 586 173
Email robert.simmons@
closebrothers.com

Tel +44 (0) 7718 113 809
Email mark.sofflet@
closebrothers.com

Tel +44 (0) 7595 056 322
Email matthew.heappey@
closebrothers.com

Tel +44 (0) 2074 264 179
Email sebastian.ladimeji@
closebrothers.com

Tel +44 (0) 7522 597 382
Email simon.lloyd@
closebrothers.com
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Capital is at risk. Investments can go down as well as up.
Telephone calls made to Close Brothers Asset Management may be recorded
and/or monitored. Any data provided during the call will be used and held in
accordance with relevant data protection law.
Close Brothers Asset Management is a trading name of Close Asset
Management Limited (Registered number: 01644127) and Close Asset
Management (UK) Limited (Registered number: 02998803). Both companies are
part of Close Brothers Group plc, are registered in England and Wales and are
authorised and regulated by the Financial Conduct Authority; Financial Services
registration numbers 119329 and 175827 respectively. Financial Educations are
not regulated by the Financial Conduct Authority. Registered office: 10 Crown
Place, London EC2A 4FT. VAT registration number: 245 5013 86.
CBAM6237

closebrothersam.com/ifa

