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   S u sta in ab le  Fu nds  Quar te r ly

Most equity markets performed very well 
during the quarter April to June 2021 and 
indeed throughout the first half of the year as 
governments and investors learned to live with 
Covid-19. Global issues catching our eye during 
the second quarter of the year were the G7 
meeting and the so-called ‘tax deal’, which will 
introduce a global minimum corporate tax rate of 
at least 15% and grant countries new rights to tax 
large companies based on where they earn their 
revenues, rather than where they are located.

In June, President Biden finally pushed 
through an infrastructure plan to invest in 
America’s crumbling roads and bridges, amongst 
other projects, that would be partially funded by 
higher taxes on corporations and high-income 

1. https://www.whitehouse.gov/briefing-room/statements-releases/2021/06/24/fact-sheet-president-biden-announces-support-for-the-bipartisan-infrastructure-framework/

2. https://www.reuters.com/world/us/bidens-bipartisan-infrastructure-deal-came-with-sacrifices-2021-06-24/

individuals. According to the White House, "The 
$1.2 trillion Bipartisan Infrastructure Framework 
is a critical step in implementing President 

Biden’s Build Back Better vision. The Plan makes 
transformational and historic investments 
in clean transportation infrastructure, clean 

water infrastructure, universal broadband 
infrastructure, clean power infrastructure, 
remediation of legacy pollution, and resilience to 
the changing climate."1

The $1.2 trillion, spread over eight years, 
includes $579 billion of new spending.2 That 
said, the figure finally agreed is, perhaps 
unsurprisingly, much lower than originally 
hoped. The U.S. has also endorsed a global 
minimum tax scheme, against the backdrop 
of an OECD initiative to tax cross-border digital 
services and limit multinational companies 
from shifting profit to lower-tax jurisdictions. It 
remains to be seen how authorities will make 
this stick with global businesses so adept at 
working around these challenges.

MARKET 
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Past performance is not necessarily an indicator of future performance. Returns are not guaranteed. With investment your capital is at risk. 

    President Biden 
finally pushed through an 
infrastructure plan to invest 
in America’s crumbling roads 
and bridges...

https://www.whitehouse.gov/briefing-room/statements-releases/2021/06/24/fact-sheet-president-biden-announces-support-for-the-bipartisan-infrastructure-framework/
https://www.reuters.com/world/us/bidens-bipartisan-infrastructure-deal-came-with-sacrifices-2021-06-24/
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Against a backdrop of the Chinese 
Communist Party celebrating its centenary on 
1st July 2021, Sino-US relations remain frosty, 
not just on tariffs and trade but also on human 
rights and geopolitics.

At home, the second quarter of the year was 
one of recovery from the pandemic, although 
most people were disappointed to have so-
called ‘Freedom Day’ postponed for a month 
until (we hope) July 19th. 

In June, the Great and the Good of the G7 
descended on Carbis Bay in Cornwall as Britain, 
taking our turn as President of the G7, hosted 
the latest annual meeting. The G7 comprises 
the elected leaders of the UK, USA, Canada, 
Japan, Germany, France and Italy, plus those 
of the EU. This time round, the UK also invited 
Australia, India, South Korea and South Africa as 
guest countries.3 With Glasgow hosting COP-26 
in November, it’s not surprising that some key 
commitments coming out of the G7 meeting 
were on climate change and the drive towards 
Net Zero.4 It will be fascinating to see how these 
promises translate into actual policy. 

After some difficult months, in which 
Eurozone real GDP declined for a second 
successive quarter in Q1, business activity came 
back strongly in Q2 as European economies 
sought to catch up with the restart led by the 
U.S. and UK. Although the eurozone economy 

3. https://www.g7uk.org/

4. https://www.g7uk.org/g7-leaders-commit-to-protect-planet-and-turbocharge-global-green-growth/

5. https://am.jpmorgan.com/gb/en/asset-management/adv/insights/market-insights/monthly-market-review/#

6. https://www.imf.org/en/News/Articles/2021/07/01/mcs070121-united-states-of-america-concluding-statement-of-the-2021-article-iv-mission?utm_medium=email&utm_

source=govdelivery

contracted in Q1 2021, many economic indicators 
have reached multi-year highs. These indicators 
point to a strong economic rebound having 
taken place in Europe in the second quarter. 
At this stage it appears that inflation is slightly 
less of a concern in the Eurozone than it is in the 
US, even though the ECB is likely to continue its 
asset purchases at the same rate.

We’ve probably all seen how the pandemic 
and responses to it have greatly accelerated 
many formerly slower-moving trends. For 
example, video conferencing technology was 
widely available before lockdowns started but 
few people used it. Now it is part of everyday life 
for both business and social interactions, as even 
elderly parents now jump onto a Zoom call. 

We’ve previously noted that dealing with 
the pandemic has further sharpened the focus 
on sustainability and shone a light on inequities 
in and across nations, and have also seen the 
seemingly inexorable rise of technology and the 
strong performance of a handful of “Big Tech” 
stocks, recently joined by the likes of Zoom, 
although these companies might be reined in by 
both legislation and global minimum tax rates.

In global equity markets, corporate earnings 
reports look particularly good at present as they 
come up against year-on-year comparisons 
with the very weak Q2 in 2020. Global equities 
returned 7.1% 

U.S. equity markets ended the second 
quarter up by +8.5%, building on the momentum 

generated in the first quarter. Volatility across 
equity markets fell to pre-pandemic levels. 
Renewed demand for oil pushed prices higher 
and energy stocks topped the sector list, 
followed by technology stocks. Utilities and 
industrial sectors dragged.

UK markets had a very positive second 
quarter, with the broad equity market up by 
+5.6%. Eurozone stocks performed almost as 
well as those in the US, boosted by the general 
reopening and some pent-up demand for goods; 
+8.0 was the total positive return for Q3 for 
European Equities.

In contrast, according to JP Morgan, a 
slow-moving vaccination campaign weighed 
on the relative performance of the Japanese 
equity market in Q2, with Japanese equities 
down -0.5% for Q2, while policy tightening and 
regulatory concerns adversely affected China’s 
relative performance and that of other Asian 
indices.5

Looking forward to the second half of 2021 
and beyond, the IMF is bullish on prospects, 
especially for the US economy,6 but fears over 
inflation and thoughts on how we start paying 
for the pandemic might weigh on investors. 

    At home, the second 
quarter of the year was 
one of recovery from the 
pandemic.

    U.S. markets ended 
the second quarter up by 
+8.5%.

    UK markets had a very 
positive second quarter, with 
the broad equity market up 
by +5.6%.

https://www.g7uk.org/
https://www.g7uk.org/g7-leaders-commit-to-protect-planet-and-turbocharge-global-green-growth/
https://am.jpmorgan.com/gb/en/asset-management/adv/insights/market-insights/monthly-market-review/#
https://www.imf.org/en/News/Articles/2021/07/01/mcs070121-united-states-of-america-concluding-statement-of-the-2021-article-iv-mission?utm_medium=email&utm_source=govdelivery
https://www.imf.org/en/News/Articles/2021/07/01/mcs070121-united-states-of-america-concluding-statement-of-the-2021-article-iv-mission?utm_medium=email&utm_source=govdelivery
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THE LANGUAGE OF CLIMATE CHANGE

1. https://www.bbc.co.uk/news/science-environment-57676695

According to my weather app, at the time of 
writing this piece it’s currently 18⁰C in Cheshire, 
a perfectly pleasant temperature and nothing 
out of the ordinary. However, it’s also the 
temperature that has just been verified as a 
record high for the Antarctic continent after 
occurring in February 2020.1 That is anything 

but ordinary. Fast-forwarding to here and now 
in 2021, and we’ve just seen news of the ‘heat 
dome’ affecting parts of North America, with 
Lytton, in British Columbia, hitting 49.6⁰C for 
a new Canadian record. Fires have apparently 
destroyed much of the village while there and 
beyond, the heat has been a factor in a spate 
of deaths above the usual numbers recorded. 
It’s yet another example of extreme weather 
events causing death and destruction, and 
while I always aim for these pieces to carry 
a sense of optimism, one starts to wonder 
just at what point the continued incidence 
of such events and the growing evidence of 
our changing climate is sufficient to trigger 
policymakers to go further and faster in their 
efforts to tackle the climate threat. 

Whilst it might be tempting to dwell 
on the frustrating signal sent by the Prime 
Minister in choosing to fly to Cornwall for the 
recent G7 summit, rather than using a more 

environmentally-friendly option, in the spirit of 
trying to retain an optimistic outlook let’s instead 
focus on the presence of President Biden in 
bringing the United States back to the table on 
climate change and in reversing Donald Trump’s 
withdrawal from the Paris Agreement struck 
at COP21 in 2015. Although to be expected that 
the preliminary talks leading up to COP26 this 
November in Glasgow are apparently making 
slow progress, the success (or otherwise) of this 
year’s event can only be judged at its conclusion. 

Something to hold in mind about 
such political gatherings came up at the 
UK Sustainable Investment and Finance 
Association’s (UKSIF) 30th Anniversary event on 
28th April this year, when one of the speakers 
highlighted that investors need to address 
regulators and policymakers and that in such 
a context, it’s notable that the language of the 
investment industry is being used in those 
circles. That should be a positive step as it signals 
an increasing seriousness in how the subject is 
being dealt with; the importance of the right 
language in the right context has previously 
been shown by the landmark Carbon Tracker 
Initiative work on ‘stranded assets’ in the fossil 
fuel industry, which shattered pre-conceived 
ideas about the long-run investment attractions 
of extractive companies by challenging the 
foundations of the financial assumptions they 
are valued on. Crossing over in such a fashion 
was a seminal moment and gave huge impetus 
to the agenda of de-carbonisation, and if the 
same can happen at the highest levels of the 
political and regulatory spheres, further impetus 
may be forthcoming. There’s arguably evidence 
of that already, given the increasing frequency 

with which climate change is mentioned in the 
context of financial stability in finance industries 
such as banking and insurance.

Why does this matter so much? There’s 
perhaps a parallel that can be drawn to illustrate 
why it matters that the corridors of power now 
echo increasingly to the sound of investment 
and finance terminology, in that while each of us 
in our personal lives may strive to adopt values 
and behaviour that mean we now contribute to 
a more sustainable world, the inescapable reality 
is that such measures need to be adopted on a 
corporate scale to make the changes required 
to reverse the current climate course. If the 
language of financial change is now common 
among the most important figures in making 
policy, it signals a further shift towards the 
acknowledgment of where policy needs to be 
driven from. Put another way, it’s in microcosm 
the eternal bridge we seek to cross between 
rich and poor; haves and have-nots; developed 
nations and developing; large and small. 

That bridge will again inevitably be a feature 
of this year’s climate negotiations, bringing as 

THEMATIC 
REVIEW

    We’ve just seen news 
of the ‘heat dome’ affecting 
parts of North America (...) 
hitting 49.6⁰C for a new 
Canadian record.

    While each of us 
in our personal lives may 
strive to adopt values 
and behaviour that we 
now contribute to a more 
sustainable world, (...)
such measures need to be 
adopted on a corporate scale.

https://www.bbc.co.uk/news/science-environment-57676695
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it does the tension between developed nations 
(largely responsible for historic emissions 
generation) and developing (expected to 
be largely responsible for future growth in 
emissions). That may be a gross simplification 
of the nature of the debate yet it’s not a million 
miles away. Developing nations have the right 
to seek the same increase in standards of 
living that we’ve enjoyed and that will require 
a growing demand for energy; an oft-quoted 
example is the likely growth in the number 
of fridges required in developing nations as 
power grids expand their reach and households 
can store food. That demand will need to 
be met by power generated somehow and 
somewhere. The crux is in avoiding fossil fuels 
and especially coal being the primary source of 
that power generation. Back to the point about 
the language of finance, the banking system is 
increasingly cutting off the provision of funding 
to new coal power projects; it’s a step forward, 
albeit the funding policies can remain laced with 
caveats and loopholes that mean funding hasn’t 
completely dried up. 

Perhaps this is an apposite point to cite 
the quote attributed to the ancient Chinese 
philosopher Lao Tzu: “Do the  difficult things 
while  they are  easy  and do the great  things 
while  they are small. A journey of a thousand 
miles must begin with a single step.” Arguably 
we’re already past the point at which change 
would be easy, yet it’s certain that it’s easier 
now to bring about the change necessary than 
it will be at any point in the future. We know that 
developing and poorer nations will bear the brunt 
of the devastation that climate change will bring 
and their voices must be heard; it’s all too easy to 

2. https://www.theguardian.com/uk-news/2021/jun/29/billions-needed-to-protect-glasgow-from-climate-effects-report-says?CMP=twt_a-environment_b-gdneco

shrink from the scale of change required without, 
for example, having the pressing motivation of 
living on low-lying islands which will simply be 
overwhelmed by rising sea levels. With COP26 
already delayed one year by the pandemic, it’s 
imperative that the logistical difficulties caused 
by Covid-related restrictions aren’t allowed to 
hinder smaller nations from participating fully 
and effectively in the negotiations leading up to 
the Glasgow event itself. A huge amount of work 
is done in the foothills of such summits and all 
voices need to be present. 

In closing, there’s a responsibility to press 
for the interests of poorer and smaller nations 
to be accounted for comprehensively in setting 
policy to tackle climate change; perhaps 
enlightened self-interest will have a role to play 
in achieving that outcome. To that end, we note 
the recent report from Climate Ready Clyde2 
which estimated a funding shortfall of £184m 
per year for the Greater Glasgow area alone in 
bringing forward measures to mitigate climate 
change effects. With Glasgow hosting COP26 
there could be no example better or closer to 

home of just what is at stake and how many are 
at risk. We’re investing no little faith and hope 
in policymakers to agree action on the scale 
necessary; in the meantime, as signatories to 
the CDP (Carbon Disclosure Project), we’re 
analysing which of the companies we invest in 
are stepping up to the mark on climate while 
encouraging the laggards to catch up. There are 
a variety of targets and timeframes in play and 
we have a responsibility to challenge company 
management teams as to how seriously they 
take potential climate risk on their business 
models. The good news is that whether we are 
policymakers, regulators or investors, we’re 
increasingly speaking the same language.  

Written by  
Simon Holman

    There’s a 
responsibility to press for 
the interests of poorer 
and smaller nations 
to be accounted for 
comprehensively in setting 
policy to tackle climate 
change.

    The recent report 
from Climate Ready Clyde 
(...) estimated a funding 
shortfall of £184m per year 
for the Greater Glasgow area 
alone in bringing forward 
measures to mitigate 
climate change effects.

https://www.theguardian.com/uk-news/2021/jun/29/billions-needed-to-protect-glasgow-from-climate-effects-report-says?CMP=twt_a-environment_b-gdneco
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Since the emergence of COVID-19 early 
last year, healthcare and wellbeing have been 
thrown into the spotlight by the global health 
pandemic, highlighting the strengths and 
importance of many health-related services. As 
a key positive investment theme for our B.E.S.T 
Sustainable fund range, we have authored a 
Thematic Report to explain to our clients and 
investors how we approach this unique sector.

We see clear and direct benefits of 
investment across the healthcare value chain, 
seeking out businesses that not only have 
a positive financial impact but are also able 
to make a positive contribution to society 
through increasing access to affordable, quality 
healthcare and improving patient outcomes.

Just like other sectors, the healthcare 
industry is ripe for disruption. As our technology 
improves and allows us to understand and treat 
diseases, research labs can start to embed 
artificial intelligence and digital processes to 
enhance the advance. Laboratory preparation, 
which a decade ago would have taken three days 
to set up for one diagnostic test, can be prepped 
for multiple lab runs in one day. Insulin levels 
can be regulated for diabetics through smart 
phones, as can blood pressure and information 
relayed to specialised healthcare centres. The 
ability to look at issues such as lifetime cost 
of care is increasingly important given the 
visible strains on public healthcare systems. 

1. https://www.un.org/sustainabledevelopment/health/

These advances all require capital resource, 
and investment opportunities into sustainable 
healthcare themes can provide attractive long-
term returns. 

Innovation within the sector is an important 
reason that we believe investors can look to 
healthcare companies for positive societal 
impact. In the context of demographic trends 
such as a growing and ageing population, 
developing new and efficient solutions to keep 
pace with the changes we are seeing in society 
is needed in order to improve health outcomes 
of patients. We are also seeing other pressures 
for the sector including a shift in attitudes 
towards increased consumer engagement in the 
healthcare process as people look for greater 
transparency, convenience and access.

Despite the clear positives of the healthcare 
sector, it is a sector that also comes with several 
ethical considerations which we also seek to 
outline in the report. Issues such as animal 
testing for medical purposes and genetic 
modification can be very controversial topics but 
other concerns such as access strategies and 
patent management are less polarising but no 
less important in our assessments of potential 
investee companies. 

In short, we see the global healthcare sector 
as unique in its clarity of purpose and potential 

for tangible positive impacts on society albeit 
with some unique challenges. We discuss a 
number of the issues that responsible investors 
must consider, but we believe having a positive 
investment focus on Health & Wellbeing is 
of fundamental importance to society, with 
particular emphasis on disease prevention and 
universal access to healthcare, as set out in UN 
Sustainable Development Goal 3.1 

If you would like to read the report in full, 
please find it at the following link:
www.issuu.com/castlefieldpl/docs/castlefield_
thematic_report_healthcare_05.21

   S u sta in ab le  Fu nds  Quar te r ly

     We see clear and 
direct benefits of investment 
across the healthcare value 
chain.

    Despite the clear 
positives of the healthcare 
sector, it is a sector that also 
comes with several ethical 
considerations.

    We believe having a 
positive investment focus 
on Health & Wellbeing is of 
fundamental importance to 
the benefit of society.

POSITIVE 
INVESTMENT 
THEME: HEALTH 
& WELLBEING

https://www.un.org/sustainabledevelopment/health/
www.issuu.com/castlefieldpl/docs/castlefield_thematic_report_healthcare_05.21
www.issuu.com/castlefieldpl/docs/castlefield_thematic_report_healthcare_05.21
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Board composition is a topic we engage on frequently with our investee companies. We believe that a Board of Directors should be structured in a way 
that provides management with additional perspective and knowledge, as well as challenge, from experienced, qualified non-executive directors. 
Independent oversight is a crucial feature of any Board and it builds shareholder confidence in the corporate governance practices at a company. In 
order to achieve this, we expect at least half of the members of any Board to be considered independent.

1. https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.PDF

Key reasons that we might consider a non-executive director 
not to be independent:

TENURE
Directors who have been in their role for a significant period of time may compromise their 
independent position as a result of building close relationships with company management or 
other directors. We expect to see clear succession planning and rotation of directors and use the UK 
Corporate Governance Code’s recommendation of nine years as a limit.1 

SIGNIFICANT SHAREHOLDINGS OR SHAREHOLDER REPRESENTATIVE
Board members who either hold large shareholdings themselves or hold a seat on the board as a 
representative of an organisation which holds a significant number of shares would not typically 
be considered independent. While they can provide clear alignment with other shareholders, 
in some circumstances they could be inclined to prioritise their own interests above those of 
minority shareholders.

PREVIOUS RELATIONSHIPS WITH THE COMPANY 
Directors who have previously been employed by the business (within the last five years), have 
recently had material business relationships with the company, or who have close family ties with 
the business, would also not be considered independent.

ADDITIONAL OR PERFORMANCE-BASED PAY
It is recommended that non-executive directors receive only a flat pre-agreed fee for their 
work with the company so that they can maintain their independence and are not influenced 
by company share price performance or potential bonus payments. Given the differences 
in corporate governance requirements and expectations across Europe, we find that we have 
discussions about director independence most commonly with companies held within our CFP 
Castlefield B.E.S.T Sustainable European Fund. 

Written by Amelia Overd and Rory Hammerson

DIRECTOR 
INDEPENDENCE

When voting in Europe we follow our UK 
policy as we feel that best practice is the 
minimum bar we wish to leap, regardless 
of jurisdiction. We are very transparent 
with our European companies. We share 
and explain our voting policy and make 
recommendations as to how they can 
improve independence and show more 
effective oversight structures. We find that 
within Switzerland particularly, we see the 
largest gap between what we consider good 
practice and what actually happens. To be 
fair, Swiss management teams are aware 
of the gap, and their attitude is progressive 
in their willingness to look at things from 
a different perspective. These things do 
not change overnight, and we don’t want 
to overturn good corporate culture. One 
of our companies in the healthcare space 
has suggested a conversation with the 
chairman of the group in order for us to 
put forward the rationale for improving 
the independence of the board. Castlefield 
may only be a small player relative to larger 
organisations, but we are able to have 
our voice heard. We always try to use our 
platform to improve how things are done 
and see governance structures as the 
cornerstone of good corporate practice.

https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.PDF
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CDP AND NET ZERO 

1. https://www.gov.uk/government/news/uk-becomes-first-major-economy-to-pass-net-zero-emissions-law

2. https://sciencebasedtargets.org/how-it-works

3. https://www.cdp.net/en/info/about-us

4. https://www.cdp.net/en/cities/cities-scores/scoring-methodology

5. https://www.herbertsmithfreehills.com/carbon-neutral-and-net-zero-carbon-whats-the-difference-and-why-does-it-matter

6. https://www.herbertsmithfreehills.com/carbon-neutral-and-net-zero-carbon-whats-the-difference-and-why-does-it-matter

7. https://sciencebasedtargets.org/how-it-works

To address the climate crisis, it’s clear that 
net zero must become the new normal 
for governments and the corporate sector. 
Without this level of ambition, global 
temperatures will rise beyond manageable 
levels. For a number of years, climate change 
has been factored into Castlefield’s research 
and engagement activity. So we’ve been 
monitoring closely the move to adopt net zero 
targets among more ambitious companies. 

The term ‘net zero’ means a commitment 
to significant carbon emissions reductions, with 
the remaining emissions offset through forestry 
or other programmes, or sequestered using 
technology such as carbon capture and storage.1 
While we’re still concerned at the pace of change 
– too many companies are setting 2050 as the 
date for achieving net zero – it is promising that 
within our four single-strategy equity funds over 
a third of companies have now set a zero carbon 
target. If we factor in the companies that are 
in the process of setting a net zero target and 
those that have adopted a science-based target, 
almost half of the firms held in our equity funds 
have committed to ambitious carbon goals. A 
science-based target means that a company’s 
carbon goals are considered in line with what 
the latest climate science deems necessary to 
meet the goals of the Paris Agreement, which 
limits global warming to well below 2°C above 
pre-industrial levels, and pursuing efforts to 
limit warming to 1.5°C.2 

CDP participation is another useful way of 
charting the carbon performance of our equity 
funds. The Carbon Disclosure Project (CDP) is a 
not-for-profit charity that runs a global disclosure 
system for investors, companies, cities, states and 
regions in order to manage their environmental 
impact.3 The project operates through a scoring 
system whereby companies are given a grade on 

how well they are doing in terms of minimising 
their carbon emissions. Companies can be graded 
from A-F in terms of their performance.4

A
LEADERSHIP LEVEL

A-

B
MANAGEMENT LEVEL

B-

C
AWARENESS LEVEL

C-

D
DISCLOSURE LEVEL

D-

F
FAILURE TO REPORT OR 
PROVIDE SUFFICIENT 
INFORMATION TO CDP

Across our combined equity holdings from our 
B.E.S.T Sustainable Income, B.E.S.T Sustainable 
UK Opportunities, B.E.S.T Sustainable Smaller 
Companies and B.E.S.T Sustainable European 
funds, 40% are CDP signatories. Of this, 40% 
rank in the leadership category (A to A-). 

Our own analysis shows that it is larger 
and more well-resourced companies which are 
more likely to participate and rank highly in CDP 
or to have set a net zero target. We also find 
that information on carbon targets is harder 
to obtain for smaller companies due to the 
reduced reporting levels with companies of this 
size. It is the role of investment managers like 
us, who invest across the market capitalisation 
spectrum, including in smaller companies, 
to encourage less well-resourced firms to 
make carbon management and reduction a 
priority over the next few years. Looking at 
the combined holdings of our four funds as 

listed above, we found that 60 out of 116 of our 
holdings have a target in place to reduce their 
carbon emissions.

NET ZERO

If a company has a net zero target, 
this means that they are committed to 
reducing their greenhouse gas emissions 
with the goal of balancing the emissions 
produced and emissions removed from 
the earth’s atmosphere.5 

CARBON NEUTRAL

If a company’s goal is carbon neutrality, 
this means that their greenhouse gas 
emissions are balanced by ‘offsetting’ 
an equivalent amount of carbon for the 
amount produced.6 

SCIENCE-BASED TARGET (SBT):

This means that a company’s carbon goals 
are considered in line with what the latest 
climate science deems necessary to meet 
the goals of the Paris Agreement, which 
limits global warming to well below 2°C 
above pre-industrial levels, and pursuing 
efforts to limit warming to 1.5°C.7

Analysing our holdings’ participation in CDP 
along with our research on carbon targets 
has proved a useful starting point, allowing 
us to obtain a high-level portfolio overview on 
climate change. As responsible investors, we 
aim to continue to build on this data and use 
it to encourage our holdings to do more on the 
fight against climate change.

Written by India Harkishin and Ita McMahon

https://www.gov.uk/government/news/uk-becomes-first-major-economy-to-pass-net-zero-emissions-law
https://sciencebasedtargets.org/how-it-works
https://www.cdp.net/en/info/about-us
https://www.cdp.net/en/cities/cities-scores/scoring-methodology
https://www.herbertsmithfreehills.com/carbon-neutral-and-net-zero-carbon-whats-the-difference-and-why-does-it-matter
https://www.herbertsmithfreehills.com/carbon-neutral-and-net-zero-carbon-whats-the-difference-and-why-does-it-matter
https://sciencebasedtargets.org/how-it-works
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Despite Deliveroo being a well-known and 
popular brand used by many people globally, 
the notable Environmental, Social and 
Governance (ESG) issues within the company 
have created concerns for many investors. The 
most notable issues stem from the company’s 
substandard attitudes to workers’ rights and 
poor corporate governance. Public concerns 
around Deliveroo’s ESG related issues have 
been linked to its recent loss of value on the 
stock market. Deliveroo lost more than a 
quarter of its value on its first day of trading, 
making it “the worst IPO in London’s history”.1 
For its compromising company values, many 
potential investors do not see Deliveroo as a 
company fit for portfolio inclusion. This piece 
will outline some of Deliveroo’s ESG failings 
and directly contrast them to what we believe 
is best practice for high value companies and 
attractive investments.

Poor workers’ rights are one of the most 
prominent issues within the company at large. 
It has been reported that Deliveroo riders 
fall in to the ‘self-employed’ category which 
means that they do not receive minimum wage 
from the company, holiday or sick pay.2 The 
purpose of minimum wage laws is to prevent 
employers from exploiting their workers. The 
minimum wage should provide enough income 
to individuals to afford a living wage, that is 
the amount needed to provide individuals with 
enough food, clothing and housing. Deliveroo 

1. https://www.ft.com/content/bdf6ac6b-46b5-4f7a-90db-291d7fd2898d

2. https://www.bbc.co.uk/news/business-56515498

3. https://london.eater.com/2021/3/24/22347981/deliveroo-delivery-uk-riders-ipo-valuation

4. https://www.livingwage.org.uk/what-real-living-wage

5. https://www.bbc.co.uk/news/business-56123668

6. https://www.theguardian.com/business/2021/apr/07/deliveroo-workers-strike-as-shares-rise-on-first-day-of-open-trading

7. https://www.sharesmagazine.co.uk/news/shares/dual-class-deliveroo-picks-london-for-estimated-7-5-billion-ipo

8. https://corpgov.law.harvard.edu/2021/04/06/changing-investment-stewardship-practices-in-a-post-covid-19-world/

has responded to these concerns by claiming 
that if it was to make changes to the basis on 
which they engage riders, it could affect its 
ability to continue operating and could mean 
it’s required to make changes to their business 
model.3 This shows that Deliveroo’s concerns 
with the operation of the company are inherently 
missing the mark when it comes to ESG factors. 
In contrast, we at Castlefield are a Living Wage 
Employer and see this as an integral part to all 
quality businesses. This means that we procure 
from companies who pay their employees a UK 
wage rate which allows employees to meet their 
everyday needs.4

Uber has a similar business model to 
Deliveroo and recently underwent a court case 
which resulted in changes to staff employment 
terms. The Supreme Court has ruled that 
Uber drivers are now entitled to a minimum 
wage and holiday pay.5 Therefore, this could 
suggest that Deliveroo might have to undergo 
the same process and make legal changes to 
the framework of their business. In the last 
week, hundreds of Deliveroo riders took part in 
protests against their employment terms on the 
company’s first day of open trading on the stock 
market.6

Regarding company governance, it has 
been reported that Deliveroo operates using a 
dual share class voting structure. This means 
that the co-founder and chief executive, Will 
Shu, has greater control over the company 

compared to the other shareholders.7 Dual-class 
structures have been found to be fundamentally 
undermining of the power of their shareholder 
owners because of the discrepancy between 
control and economic ownership. This voting 
system has the potential to be problematic 
by reducing the accountability of economic 
owners of the business, entrench management 
and potentially skew incentives8. Contrastingly, 
we believe that the one vote system is better 
practice as it aims to insulate against the 
potential for corrupt corporate governance.

Investors today are no longer just looking 
at a business’s economic performance when 
deciding where to put their money. Increasingly, 
environmental, social and governance issues 
are at the forefront of their concerns. Deliveroo 
has been seen to be missing the mark and not 
operating at a level of best practice. This has 
been most notable regarding the social and 
governance aspects of its business model. 
For this reason, many investors, including 
Castlefield, cannot see Deliveroo as a viable 
investment opportunity unless direct change is 
made in relation to these issues.

Written by India Harkishin

DELIVEROO 
AND ESG

https://www.ft.com/content/bdf6ac6b-46b5-4f7a-90db-291d7fd2898d
https://www.bbc.co.uk/news/business-56515498
https://london.eater.com/2021/3/24/22347981/deliveroo-delivery-uk-riders-ipo-valuation
https://www.livingwage.org.uk/what-real-living-wage
https://www.bbc.co.uk/news/business-56123668
https://www.theguardian.com/business/2021/apr/07/deliveroo-workers-strike-as-shares-rise-on-first-day-of-open-trading
https://www.sharesmagazine.co.uk/news/shares/dual-class-deliveroo-picks-london-for-estimated-7-5-billion-ipo
https://corpgov.law.harvard.edu/2021/04/06/changing-investment-stewardship-practices-in-a-post-covid-19-world/
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HEALTHY 
MARKETS 
INITIATIVE: 
UNILEVER AGM

Castlefield have been signatories to 
ShareAction’s Healthy Markets Initiative since 
its formation. This collaborative engagement 
initiative joins multiple investors and asset 
owners from a variety of backgrounds together 
under the common goal of addressing the 

obesity crisis. In the UK, two in three adults 
and one in three children are now obese or 
overweight.1 NHS costs as a result of this are 
significant. This crisis is being fuelled by the 
food options currently available to consumers, 
which in many cases are high in fat, sugar 
or salt. Through increasing the availability 
and affordability of healthier alternatives, 
consumers benefit from more choice, and 
therefore can lead healthier, happier and more 
sustainable lifestyles. The food and drinks 
sector is highly concentrated, with only a 
handful of companies responsible for a large 
proportion of the production and subsequent 
retail of products.2 One of those companies is 
Unilever, a company that is held within our CFP 
Castlefield B.E.S.T. Sustainable fund range. 

Unilever is at the forefront of many 
sustainability topics and at this year’s AGM acted 
on climate by putting a long-term strategy 

1. https://shareaction.org/coalitions-and-networks/healthy-markets-initiative/

2. Ibid

3. https://accesstonutrition.org/index/global-index-2018/scorecards/unilever/

4. Ibid

5. https://www.schroders.com/en/insights/economics/why-investors-should-pay-attention-to-sugar/

6. ShareAction. A Healthy Investment: The Importance of Prioritising Health in the Food and Drink Manufacturing Sector. July 2020.

towards net zero to a shareholder vote. The 
company wants to reduce its emissions early to 
remain competitive as a business in anticipation 
of increasing carbon pricing globally. This is 
not surprising from a company that aspires to 
be a global leader in sustainable business and 
is actively engaged on many topics across the 
whole sustainability spectrum.

On nutrition and health, unarguably an area 
of key importance for a food manufacturer, 
achieving progress towards a healthier product 
portfolio has been slower. Unilever ranked 
second on the 2018 Access to Nutrition Index of 
major global food and drink manufacturers after 
being judged to have a robust and comprehensive 
strategy covering most aspects of nutrition and 
health.3 Paradoxically, while its nutrition policies 
may be market leading, the company’s product 
portfolio and associated sales continue to be 
predominantly linked to its least healthy food 
and drink products. The same ATNI ranking 
showed that only 10% of Unilever’s global food 
and drink sales derived from healthier products.4 
This suggests that Unilever is as dependent on 
its least healthy food and drink products for 
revenue at the moment as companies such as 
Mars (8%) and Mondelez (7%).

There are now more sugar taxes worldwide 
than carbon taxes.5 Many Latin American 
countries such as Mexico and Chile are imposing 
tobacco-like health warnings on ‘least healthy’ 
product categories. Europe is also introducing 
mandatory nutritional labelling requirements and, 
in the UK, forthcoming legislation at retail level 
may mean that many Unilever products will be 
prevented from being the subject of promotions 
at supermarkets or advertised online.

Through increasing the proportion of 
healthy products in their portfolio, and focusing 
their marketing activities to drive healthy sales, 
food and drink manufacturers have a significant 
opportunity both to improve the population’s 
health and to future-proof their businesses.6 
This is why at this year’s AGM, Castlefield, in 
collaboration with ShareAction, EQ Investors and 
Polden Puckham Charitable Foundation, posed a 
question to Unilever’s Board to develop a long-
term plan to ensure a majority of its sales are 
derived from healthier products in the future.

The Board responded to our questions, 
telling us that their Future Foods ambition 
will see the company double the number of 
products delivering positive nutrition globally 
by 2025. They also intend to continue to lower 
calorie, salt and sugar levels across the existing 
product range, with 70% of the portfolio set to 
meet WHO-aligned standards by 2022. 

Written by Barney Timson
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https://shareaction.org/coalitions-and-networks/healthy-markets-initiative/
https://accesstonutrition.org/index/global-index-2018/scorecards/unilever/
https://www.schroders.com/en/insights/economics/why-investors-should-pay-attention-to-sugar/
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The food economy is one of the most 
significant factors in health and environmental 
outcomes. In order to feed an ever-growing 
population, the harmful environmental effects 
of intensive farming are substantial, and the 
UK is facing an obesity crisis, increasing costs 
for the NHS.1 While the food and drink industry 
is providing a necessary service and has been 
successful in offering an ever-growing range 

of products to consumers, we believe that 
food manufacturers and retailers have a big 
role to play in improving health outcomes and 
reducing the environmental impact of the 
food system. With the upcoming National Food 
Strategy due to be published in the coming 
weeks, it is clear that the government has 
come to the same conclusion.2 

We are signatories to two collaborative 
investor initiatives which address this topic, 
through two different lenses. The first, 
ShareAction’s Healthy Markets Initiative, targets 
engagement with food and drink companies to 

1. https://www.bbc.co.uk/news/health-53514170

2. https://www.nationalfoodstrategy.org/

3. https://www.foodnavigator.com/Article/2021/06/10/Morrisons-hails-progress-on-reformulation-as-investors-call-out-exposure-to-unhealthy-sales

encourage them to play their part in building 
a healthier population. The second is the Farm 
Animal Investment Risk and Reward (FAIRR) 
collaborative investor network. This initiative 
raises awareness amongst investors and 
company management teams of the many ESG 
risks associated with animal agriculture. FAIRR 
have conducted several related engagements, 
including topics such as antimicrobial resistance 
and protein diversification. 

While we have limited exposure to food 
manufacturers and retailers, we seek to 
engage on these issues where we can and have 
continued our previous engagements with 
Morrisons on the topics above through our work 
with both of these initiatives. 

Following a positive call with Morrisons with 
the team from the Healthy Markets Initiative and 
other investor signatories in May, we co-signed 
a letter to the chairman of Morrisons’ Board of 
Directors to encourage the supermarket chain to 
go further in its ambitions by setting sales-based 
targets. While Morrisons is placing a clear focus 
on health, we felt that by only setting product-

based targets it risks falling behind its larger 
peers.3  

We also continued our conversations with 
Morrisons as a part of FAIRR’s engagement on 
sustainable proteins. The call was intended 
to provide the initiative with an update on the 
company’s progress on protein diversification 
and its long-term ambitions to diversify its 
product portfolio and improve the sustainability 
of its supply chain as well as how these aims will 
reduce its environmental impact.

While we think Morrisons can be well-
regarded in its overall sustainability ambitions, 
we think that continued engagement on the 
topics of increasing sales of healthier products 
and reducing the reliance on animal protein 
in the supply chain and product portfolio can 
encourage the supermarket chain to play a 
larger role in improving diets and reducing its 
environmental footprint.

Written by Barney Timson

COLLABORATIVE 
ENGAGEMENT: 
FAIRR AND 
HEALTHY 
MARKETS 
INITIATIVE
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https://www.bbc.co.uk/news/health-53514170
https://www.nationalfoodstrategy.org/
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As investors, we believe that we have a responsibility to our clients, as 
well as the companies that we hold, to vote on issues such as executive 
pay, director nominations and political donations. We aim to vote on all 
the stocks held in the collective funds we manage. We consider each 
resolution carefully and often engage with companies where we disagree 
with their approach. We have an in-house set of voting guidelines that we 
update annually. The guidelines ensure that we vote consistently across 
all our fund holdings and are made publicly available on our website, as is 
our full voting history.

RESOLUTIONS

Number of resolutions where votes were cast For 1101 78.1%

Number of resolutions where votes were cast Against 281 19.9%

Number of resolutions where votes were Abstained 27 1.9%

During the quarter, we voted at 87 meetings hosted by our investee 
companies, with a total of 1409 resolutions.

1. REMUNERATION We vote against excessive pay awards and awards that are not attached to sufficiently stretching performance 
targets. Particularly in light of the impact of coronavirus, we believe it is important that executive pay is reflective of 
the experiences and outcomes of all stakeholders.

2. DIRECTOR INDEPENDENCE 
& EFFECTIVENESS

Non-Executive Directors (NEDs) who sit on the boards of listed companies should be independent in order to be 
effective. The UK Corporate Governance Code sets limits on tenure which we apply across all geographies as a factor 
to determine independence. We have also long taken the view that directors should not hold a lot of other external 
positions. This is because, at a time of crisis, we expect directors to have enough additional time to dedicate to the 
company and the issues that it is facing. 

3. SHAREHOLDER RIGHTS This topic includes votes on issues such as share placings that a company might undertake to raise capital, as well as 
requests a company might make to repurchase its own shares. These requests have the potential to be detrimental 
to existing shareholders. One topic which falls under this heading, which we will always vote against, is the request 
to hold meetings with just 14 days’ notice, as we do not believe this is sufficient time for shareholders to prepare to 
exercise their voting rights.

4. POLITICAL DONATIONS We do not think it is appropriate for companies to make political donations and consequently will always vote against 
a resolution seeking permission to do so. 

5. THE AUDIT PROCESS Auditor independence may be compromised if the auditor has been in place for a long time and no tendering process 
has been undertaken, or if fees paid are for services other than their primary audit function.

6. ROUTINE/BUSINESS: Items in the category include resolutions that are often uncontentious, such as accepting a company’s Financial 
Report & Accounts for the previous year. It also includes resolutions to approve dividends.

7. OTHER This category may include certain resolutions proposed by shareholders and votes on topics such as Environmental, 
Social or Governance (ESG) issues and reporting. 

VOTING 
ACTIVITY:
Q2 2021
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Increasing focus on ESG within the AGM

This quarter has seen two ESG-related resolutions put to shareholder vote by management. The first was Viscofan, which asked shareholders to vote on its 
Corporate Social Responsibility Report. This is a result of a relatively new, progressive law in Spain, where Viscofan is listed, which requires large companies 
to produce a report on ‘non-financial’ information and to include this as a separate resolution in its AGM. The law also sets detailed requirements for the 
information to be provided regarding environmental, social and employee, human rights, anti-corruption and sustainable development issues. We see 
this as a very positive step in corporate reporting as it means that the information companies provide should be easier to compare. Allowing shareholders 
to vote on the topic provides a clear opportunity for shareholders to express their dissatisfaction if it is felt that the company is not meeting its obligations.

The second ESG-related resolution we voted on was from Unilever, as we mentioned briefly in our earlier discussion of the question we posed at the 
company’s AGM. The company used its AGM as an opportunity to seek shareholder approval for the company’s climate transition plans – the first time 
that a major global business has done so.1 We were happy to vote for Unilever’s ambitious plans, which set out the company’s strategy to address its 
emissions from direct operations as well as through the whole value chain.

1. https://www.unilever.com/news/press-releases/2020/unilever-to-seek-shareholder-approval-for-transition-action-plan.html

Resolutions during the quarter by category and how frequently we voted against or abstained:
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CLIMATE 
CHANGE AND 
PUBLIC POLICY

We all know that urgent government action is needed to make our economy fit for a zero-carbon future. 
So, in recent months, we’ve voiced our views on UK public policy in a couple of forums. 

1. https://theinvestoragenda.org/press-releases/10-june-2021/

2. https://theinvestoragenda.org/wp-content/uploads/2021/05/IN-CONFIDENCE_EMBARGOED_2021-Global-Investor-Statement-to-Governments-on-the-Climate-Crisis-1.pdf

3. https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/972422/Consultation_on_BEIS_mandatory_climate-related_disclosure_requirements.pdf

4. Ibid

Global Investor Statement to 
Governments on the Climate Crisis

Firstly, we participated in a global investor 
statement organised by the campaign group 
Investor Agenda.1 The letter was signed by over 
400 investors managing more than $41 trillion 
in assets. As signatories to the Global Investor 
Statement to Governments on the Climate Crisis, 
we called upon global governments to undertake 
five priority actions ahead of COP26 in November:
 ▪ Strengthening of Nationally Determined 

Contributions for 2030 in line with the 1.5c 
Paris limit.

 ▪ A commitment to domestic mid-century 
net-zero emissions targets with clear 
decarbonisation roadmaps for every 
carbon-intensive sector.

 ▪ Domestic policies to help deliver these 
targets, including the phasing out of 
thermal coal-based electricity generation 
and the avoidance of new carbon-intensive 
infrastructure such as the development of 
new coal power plants. 

 ▪ COVID-19 recovery plans that support the 
transition to net-zero emissions 

 ▪ Mandatory climate risk disclosure aligned 
with the Task Force on Climate Related 
Disclosure (TCFD).2

Letter writing alone won’t solve the climate 
crisis - if only it were that simple - but joint 
investor statements, particularly one of this 
magnitude, do send a powerful message to 
politicians around the world that the capital 
markets want clarity on the pathway to net 
zero and are supportive of greater regulatory 
action to put the global economy on a more 
sustainable footing.

UK government consultation on 
the Task Force on Climate Related 
Disclosure (TCFD)

Closer to home, the investment team responded 
to a public consultation on carbon reporting 
in May.3 The government was consulting on 
whether to introduce requirements to make 
larger companies report on the climate risks 
they face. These risks can be split into two 
categories: physical and transition risks. Physical 
risks include the impact of changing weather 

patterns on companies, their operations and 
their supply chains. Transition risks relates to the 
steps that companies will need to take to ensure 
their business can operate successfully in a low 
carbon economy.4

As investors, we need to understand 
better the costs that are associated with both 
types of risks. As such, we’re supportive of the 
government’s proposed measures. We hope too 
that by forcing companies to analyse and report 
on carbon risks and costs, management teams 
will take swifter remedial action.

The government’s proposed reporting 
framework originated from a group called 
the Taskforce for Climate-related Financial 
Disclosure (TCFD). TCFD was a project instigated 
by the then Governor of the Bank of England, 
Mark Carney, in his capacity as chair of the 
Financial Stability Board in 2015.

The TCFD framework asks companies to 
report on their climate management in four 
areas: governance, strategy, risk management 
and metrics and targets. TCFD is a comprehensive 
framework and prescribing a common approach 
to reporting means that, in time, investors will be 
able to compare better the companies and their 
approach to climate risk management. Again, we 
were happy to voice our support to the proposed 
introduction of the TCFD framework.  

Written by Ita McMahon & Barney Timson

https://theinvestoragenda.org/press-releases/10-june-2021/
https://theinvestoragenda.org/wp-content/uploads/2021/05/IN-CONFIDENCE_EMBARGOED_2021-Global-Investor-Statement-to-Governments-on-the-Climate-Crisis-1.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/972422/Consultation_on_BEIS_mandatory_climate-related_disclosure_requirements.pdf
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CFP Castlefield B.E.S.T. Sustainable Portfolio 
Growth Fund

In last quarter’s outlook, we spoke of retaining our cautiously optimistic 
stance and we do so again here. Possibly the two most important short-
term factors are the trajectory of the pandemic and the considered 
views of policymakers towards inflation risks, and neither of these has 
changed materially enough as to warrant a change in stance. Whilst the 
delta variant has become dominant in many more places, the success in 
rolling out vaccinations is muting its worst effects, allowing for economic 
recovery to proceed much more than if we were in a full lockdown. 
Likewise, it seems that members of the US Federal Reserve are content 
to view the current rate of change in inflation levels as temporary and 
not something that requires an immediate response. Taken together, that 
leaves the short-term backdrop appearing relatively benign. 

With a longer-term perspective, we see structural drivers for change that 
support responsible and sustainable investment approaches. The pace at 
which they move matters enormously of course, so it’s with some hope 
that we await the COP26 Climate Change Conference in Glasgow this 
November. Whether it goes down in history as sending as much of a signal 
as COP21 in Paris in 2015 did remains to be seen and no doubt there’ll be 
a roller-coaster ride of expectations as tense negotiations are carried out. 
Whatever the outcome, it’s a certainty that it will affect markets and policy 
for years to come.

CFP Castlefield B.E.S.T. Sustainable Portfolio 
Income Fund

We expect more of the same over the coming months and so anticipate 
little by way of tactical changes to the fund at present. Economic data 
should be treated with a dose of caution given that the year-on-year 
comparisons reflect an improved situation now as compared to the 
sharp and enforced drop in activity this time last year as a result of the 
spread of the coronavirus. Policymakers are now able to consider more 
by way of stimulus measures, in contrast to a year ago when it was 
more a case of urgent stabilisation being required, and activity levels are 
recovering in tandem with the re-opening of economies. The strategic 
asset allocation within the fund is set in order to deliver on its mandate 
and the current mix of assets reflects a stance we’re happy with for this 
tentative recovery period. 

Our approach is one centred around long-term holding periods wherever 
possible, and a forthcoming change will centre around one of our Retail 
Charity Bond (RCB) holdings. This is from Golden Lane Housing and was 
the first bond issued on the RCB platform, back in 2014. We invested in 
the issue at its launch, subsequently taking a position up for this fund 
when we launched it in 2020, and it’s now due to redeem imminently 
as its maturity date approaches. This will return some cash to the fund 
and allow us to consider alternatives to replace it, with the responsible 
and sustainable investment credentials of the options a key element of 
its successor position. We intend to have an equally substantial holding 
period for whatever we invest in its place.

SPOTLIGHT 
ON THE 
PORTFOLIO 
FUNDS - 
OUTLOOK
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NextEnergy Solar Fund

The NextEnergy Solar Fund is a Guernsey-incorporated investment 
company that focuses on acquiring solar photovoltaic (PV) assets 
situated in the UK. The portfolio is currently comprised of 94 assets 
and has a capacity to provide 814MW of power. Solar energy is a key 
component of the future energy mix and has a vital role to play in 
addressing the transition to a net zero economy, and this is one of the 
main reasons why we were first attracted to this fund. Throughout the 
2020/21 financial year, NextEnergy assets powered 195,000 homes in 
the UK and contributed towards the avoidance of 317,600 tonnes of  (the 
equivalent to 102,000 cars being taken off the road for a year) being 
emitted. The fund initially came to market in April 2014, and since then it 
has gone on to supply over 3,000MW of clean energy. 

One of the main attractions of this fund has been the strong, inflation 
linked dividend payments. Income is not the only contributor to the 
investment case for this fund, there is also an opportunity for capital 
gains. The NextEnergy management team are constantly looking for 
opportunities to deploy capital in order to enhance the pipeline of 
projects and grow the solar portfolio, an example of this being the two 
long-term projects acquired in March that added an additional 100MW 
to the portfolio. As things stand, the fund has a market capitalisation of 
£600m and has provided a solid total return profile since initiating the 
position in one of our favourite sub-sectors of the market.

National Grid

National Grid is a UK-listed utility company that focuses on the 
transmission of electricity and gas across the UK and US. One of National 
Grid’s main functions is to balance the demand and supply of energy to 
ensure that when an appliance is used, there is enough capacity in the 
grid to enable it to work. As a transmitter of energy, National Grid find 
themselves at the heart of the debate surrounding the future renewable 
energy mix and the transition towards net zero. A great deal of effort 
and money is being spent on research and development by the company 
to address power bottlenecks and unlock greater network capacity so 
that more renewable energy can be transferred to customers. These 
developments aid in meeting the 2025 target of being able to operate 
fully the UK electricity grid without emitting any carbon. National Grid 
is also a principal partner for this year’s UN Climate Change Conference 
(COP 26) held in Glasgow. 

As a utility company, one of the main attractions of National Grid are 
its strong defensive attributes such as reliable cash flows and solid 
dividends. Over the next five years, the company is forecasting £30-
35bn will be spent on capital investment, which will continue to support 
the growth of the group’s asset base and help deliver an attractive 
total return figure. We currently hold National Grid shares in our CFP 
Castlefield B.E.S.T. Income Fund, one of our three UK equity strategies 
that we invest in within both the Portfolio Growth and Portfolio Income 
funds. The combination of strong financials and a positive climate 
change story means that we expect this company to continue to be a 
key component of our funds for years to come.

PORTFOLIO 
FUNDS: 
HOLDINGS 
IN THE 
SPOTLIGHT...
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EdenTree Responsible and Sustainable Sterling 
Bond Fund

The EdenTree Responsible and Sustainable Sterling Bond Fund, managed 
by David Katimbo-Mugwanya, is a core holding in both of our B.E.S.T 
Sustainable Portfolio Funds and has consistently delivered good returns. It 
sits in the Strategic Bond fund sector and seeks to invest primarily in bonds 
issued by companies which make a positive contribution to society and the 
environment through sustainable and responsible practices, for example by 
avoiding intensive farming and fossil fuel exploration & production. 

The fund’s objective is to generate an attractive level of income via high 
quality fixed interest investments. It operates with a ‘Profit with Principles’ 
investment approach. This means that the team believe that the key to 
long-term returns are likely to be achieved by investing in responsible 
and sustainable companies, achieved by their approach combining 
fundamental credit analysis with responsible investment research. 
Like we do at Castlefield, the fund operates a positive and negative 
screening process to assess to the suitability of a potential holding from 
a socially responsible perspective. Edentree’s stance on engagement and 
stewardship within their funds remains strong and consistent; the team 
frequently engage with companies to understand their material ESG 
risks, encourage best practice, and seek to catalyse positive change. Some 
examples of the investments which make up the portfolio of their Sterling 
Bond Fund are the Nationwide Building Society, the World Bank, Alnwick 
Garden Trust and Assura PLC, all of which have strong ESG stories and are 
managed with a long-term view.

Dolphin Square Charitable Foundation

Dolphin Square Charitable Foundation is a provider of affordable housing 
and both of the Portfolio Funds invest in the business via its listed bonds, 
issued on the Retail Charity Bond platform. The organisation’s focus is 
to invest in a portfolio of housing projects that will generate sufficient 
operating profits to allow the Foundation to continue to develop 
affordable housing in central London, focusing on those working in or 
near Westminster. The housing crisis that London currently faces has 
meant that there is a shortage of good quality and affordable housing, 
making organisations like Dolphin Square of great assistance to those 
unable to access housing on the open market. 

Dolphin Square’s portfolio currently comprises 660 homes for rent 
and the majority of these homes are affordable housing. The majority 
of its affordable housing units are intermediate rental homes which 
are provided to London’s workers at a current average of 53% of 
open market rent. These homes provide stable tenancies at a range of 
affordable rents to households earning less than the affordable housing 
incomes limits which are determined annually by the Mayor of London. 
In 2016 they launched a personalised rent approach for the tenants at 
their New Era estate. This meant that they allowed rent levels to be 
set based on a resident’s ability to afford it, with the aim of supporting 
low-income workers. By March 2019, Dolphin Square completed its 
first three-year review of the policy and found all participating tenants 
wanted its continuation. As a result of its success, this policy has been 
implemented at its Porchester Road property where the charity hopes 
to see further positive outcomes.
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FUND COMMENTARY 
CFP CASTLEFIELD B.E.S.T SUSTAINABLE PORTFOLIO GROWTH FUND

Fund Commentary

The CFP Castlefield B.E.S.T Sustainable Portfolio Growth Fund returned 
+6.4% in the second quarter of 2021, versus +5.0% for its peers in the 
Investment Association’s Mixed Investment 40-85% Equities sector.

The second quarter was a good one for markets in general, while in 
a pandemic sense the spread of the delta variant has had a much more 
muted impact on sentiment given the evidence of vaccination programmes 
in reducing the number of people infected from experiencing serious 
symptoms and/or hospitalisation. It pays not to be complacent about such 
matters, and the month-long delay to the final re-opening steps in the 
UK was a sensible move in that regard, but it’s unsurprising that investors 
looking to the potential economic recovery phase would respond favourably 
to such a backdrop. Elsewhere, the combination of the G7 meeting in 
Cornwall and President Biden’s infrastructure plan offered some succour 
to those of us hoping for concerted action on climate change, even if not 
wholly delivering what’s needed. A global minimum corporate tax rate 
is a promising development, provided that it’s set at a level that makes a 
meaningful difference.

With that largely positive sentiment underpinning markets, it’s no surprise 
that equity exposure led the way in driving second quarter performance. 
Our own UK equity strategies, particularly our duo of growth-focused funds, 
led the way, and once again it was the CFP Castlefield B.E.S.T Sustainable 
UK Smaller Companies Fund with the strongest contribution. Its total 
return of +14.7% made for a portfolio performance contribution of +1.3%, 
while our B.E.S.T Sustainable UK Opportunities Fund returned +8.5% for a 
contribution of +1.1%. Completing the top three contributors to performance 
in the quarter was our B.E.S.T Sustainable European Fund, with a total 
return of +9.3% giving a contribution of +0.7% to performance. Rounding 
out the most influential drivers of performance were the Stewart Investors 
Worldwide Sustainability Fund and our B.E.S.T Sustainable Income Fund, 
each of which contributed +0.7% to the overall return. 

The benign market backdrop was also reflected in the fact that only three 
holdings fell over the quarter, and even then, only to a marginal degree 
and with little performance impact. All told, performance this past quarter 
perhaps speaks to the combination of a generally supportive backdrop 
and the tailwind being enjoyed by the growing acceptance and adoption of 
responsible investment strategies.

Source: Castlefield, Factset

Top 10 Holdings %
1 CASTLEFIELD B.E.S.T SUSTAINABLE UK OPPORTUNITIES FUND 12.25
2 CASTLEFIELD B.E.S.T SUSTAINABLE UK SMALLER COM FUND 10.46
3 FIRST SENTIER INVESTORS ICVC STEWART WORLDWIDE SUS 

FUND
9.39

4 CASTLEFIELD B.E.S.T SUSTAINABLE INCOME FUND 9.30
5 CASTLEFIELD B.E.S.T SUSTAINABLE EUROPEAN FUND 7.76
6 FP WHEB ASSET MANAGEMENT SUSTAINABILITY FUNDS 6.92
7 CASTLEFIELD REAL RETURN FUND 4.99
8 ROYAL LONDON BOND FUNDS II ICVC ETHICAL BOND FUND 3.50
9 RATHBONE ETHICAL BOND FUND CLASS ACCUM.UNITS FCP 3.49
10 SARASIN FUNDS ICVC RESPONSIBLE GLOBAL EQUITY 3.22

Key Information
Fund Size: £57.69M

Sector: IA 40 - 85% Equities

Launch Date: 1-Feb-18

Managers: Simon Holman and David Elton

Number of Holdings: 25-35

Payment Dates: Quarterly

Cumulative Performance (%)

  A - CFP Castlefield B.E.S.T Sustainable Portfolio Growth General [27.45%]
  B - IA Mixed Investment 40-85% Shares [22.38%]

1 Mth 3Mths 6 Mths 1 Yr 3 Yr Since 
Launch

Fund 1.55 6.40 8.95 18.96 22.62 27.45

Sector 1.94 4.95 6.58 17.29 21.40 22.38

Quartile 3 1 1 2 2 2

Discrete Performance (%)
2021 YTD 2020 2019 2018 2017

Fund 8.95 3.91 17.86 - -

Sector 6.58 5.32 15.78 - -

Quartile 1 3 1 - -

Discrete Year to Quarter End Performance (%)
Q2 2020 
Q2 2021

Q2 2019 
Q2 2020

Q2 2018 
Q2 2019

Q2 2017 
Q2 2018

Q2 2016 
Q2 2017

Fund 18.96 1.02 2.04 - -

Source: 01/02/2018 - 30/06/2021. Data from FE 2021
Past performance is not a guide to future performance

Sector Allocation

Global Equity 32.36%
UK Equity 32.01%
Fixed Income 14.76%
Renewable Energy 7.58%
Alternative 5.71%
Infrastructure 2.91%

Cash 2.19%
Real Estate Investment 2.48%
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FUND COMMENTARY 
CFP CASTLEFIELD B.E.S.T SUSTAINABLE PORTFOLIO INCOME FUND

Fund Commentary

It was a positive quarter for markets and optimism has been the order of 
the day, regardless of the ever-present headlines about the spread of new 
coronavirus variants. To be in such a position, we must all be grateful for the 
success of the vaccination roll-out and the fact it enables economic activity 
to pick up again bit by bit. For the Portfolio Income Fund, the steady path 
back to normality means more companies will be comfortable to consider 
restoring dividends which previously had been suspended or cancelled as a 
result of the uncertainty caused to their business models by the pandemic. 

We appreciate how important generating income from investments can be 
for many people and how much of a squeeze the past sixteen months or so 
has been put on income-focused approaches. It’s therefore very welcome 
to see the backdrop improving gradually, even if some distance remains. In 
a more general sense, meanwhile, our focus on responsible and sustainable 
investment should benefit from the continued attention of policymakers 
towards climate change and while there is likewise much still to do to get to 
where society needs to be, investment markets are increasingly geared into 
analysing and investigating the options needed to meet these challenges.

As is and will likely often be the case given its weight within the Portfolio 
Income Fund, our CFP Castlefield B.E.S.T Sustainable Income Fund produced 
the single largest contribution to performance. The weight held in our B.E.S.T 
Sustainable UK Smaller Companies Fund is much smaller given its minimal 
income generation and it’s held to provide a small element of anticipated 
long-term capital growth, something borne out by its recent strength. Other 
notable contributions came from our B.E.S.T Sustainable European Fund 
and the Stewart Investors Worldwide Sustainability Fund.

With markets generally solid in the period, the fund saw only one notable 
underperformer among its holdings, in the shape of JLEN Environmental 
Assets, one of its renewable energy infrastructure positions. While at its 
most recent results update, the company outlined the negative impact 
on its Net Asset Value from the combination of future UK Corporation Tax 
rises and lower assumed electricity and gas prices, a meaningful part of 
the stock’s weakness seems to have stemmed from it being relegated to 
a smaller-capitalisation stock market index. This may have triggered some 
forced selling by funds which track the index it was previously included 
in and would no longer be able to hold it. Accordingly, we aren’t unduly 
worried about near-term prospects, while in a more general sense the 
choice available to investors in this sector is growing and alternative options 
exist should we feel that the rationale for investment for this (or any other 
infrastructure holding) has deteriorated. 

Source: Castlefield

Top 10 Holdings %
1 CASTLEFIELD B.E.S.T SUSTAINABLE INCOME FUND 18.86
2 RATHBONE ETHICAL BOND FUND 10.62
3 ROYAL LONDON BOND FUNDS II ICVC ETHICAL BOND FUND 8.74
4 EDENTREE INVESTMENT FUNDS RESPONSIBLE AND 

SUSTAINABLE STERLING BOND FUND 
8.03

5 CASTLEFIELD REAL RETURN FUND 6.09
6 FIRST SENTIER INVETS ICVC STEWART WORLDWIDE 

SUSTANIBILITY FUND
4.62

7 CASTLEFIELD B.E.S.T SUSTAINABLE EUROPEAN FUND 3.71
8 SARASIN FUNDS ICVC RESPONSIBLE GLOBAL EQUITY 3.12
9 CASTLEFIELD B.E.S.T SUSTAINABLE UK SMALLER COM FUND 2.98
10 CASTLEFIELD B.E.S.T SUSTAINABLE UK OPPORTUNITIES FUND 2.91

Key Information
Fund Size: £13.75m

Sector: IA 20 - 60% Equities

Launch Date: 6-Jul-20

Managers: Simon Holman and David Elton

Number of Holdings: 25-35

Payment Dates: Quarterly

Sector Allocation

Fixed Income 35.56%
UK Equity 24.75%
Global Equity 15.58%
Renewable Energy 10.65%
Alternative 6.89%
Real Estate Investment 2.48%

Cash 1.62%
Infrastructure 2.47%
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FUND COMMENTARY 
CFP CASTLEFIELD B.E.S.T SUSTAINABLE EUROPEAN FUND

Fund Commentary

The Fund registered a total return of +9.3%, compared to the sector, which 
returned +7.1% over the same period. 

The second quarter of the year saw the normalisation of a new life under 
COVID restrictions with travel and logistics having an impact on the ability 
of companies and suppliers to meet the demand of a consumer who has 
not been cowed by the virus. Markets continued their rise during the three 
months with less of an emphasis on the cheaper end of the market where 
cyclical industries had been the focus of investors. Sell side analysts were 
behind the curve as companies posted results ahead of expectations. Of 
particular note was the consolidation taking place as leaders in an industry 
used scale and muscle to increase dominance. 63% of companies posted 
earnings which were above expectations. 

The best contributors during the piece were the Swiss players Sonova, 
Straumann and Partners, all of whom posted very strong results. Sonova, 
the hearing solutions company, raised market guidance at the results, 
proving the resilience of the business model and the ability for the company 
to push out some spectacular new connected products which will keep it 
ahead of the competition for a significant time. Straumann is also faring 
well as it is now addressing the whole value spectrum of the dental 
market. Previously focusing on high-end implants, a number of well placed 
acquisitions have spurred growth. We are engaging with the company 
currently on board independence. Partners is the private capital business 
which has grown significantly and now enjoys a global presence in private 
markets. It has expertise in a number of different areas, some of which have 
been exceeding all expectations. They have a strong focus on corporate 
governance and this has helped with growth. 

We have continued to engage on a regular basis with our investee 
companies, and at the end of this reporting period, the average time 
between company engagements is just under three and a half months, and 
we feel that our ability to influence development in ESG matters is growing. 
We are now regularly being asked to give input into strategy whether it 
be the independence of boards, executive pay, or indeed a more ground 
floor approach as smaller companies start on their ESG journey. Trading 
over the quarter has been kept to a bare minimum, and we have added 
to Akka Technologies and Ion Beam Applications, both businesses we 
have confidence in, but which have suffered short-term headwinds due to 
industry pressures rather than stock specific issues.

Source: Castlefield, Factset

Top 10 Holdings %
1 TELEPERFORMANCE SE 5.48

2 VESTAS WIND SYSTEM A/S 5.44

3 PARTNERS GROUP HOLDING N 4.40

4 LOGITECH INTERNATIONAL NOM 3.92

5 TECAN GROUP N 3.80

6 SCOUT 24 AG 3.62

7 STRAUMANN HOLDING 3.53

8 SYMRISE 3.52

9 ACCELL GROUP NV 3.44

10 KONE B 3.31

Sector Allocation

Industrials 24.89%
Consumer Services 13.63%
Consumer Goods 13.62%
Financials 12.30%
Healthcare Equipment 9.41%
Technology 9.06%
Cash 7.66%
Chemicals 3.52%
Support Services 2.04%
Healthcare Services 1.96%
Food Producers 1.91%

Key Information
Fund Size: £20.00M

Sector: IA Europe ex UK

Launch Date: 1-Nov-17

Managers: Rory Hammerson

Number of Holdings: 30-40

Payment Dates: Semi-annual

Cumulative Performance (%)

  A - CFP Castlefield B.E.S.T Sustainable European General [36.13%]
  B -IA Europe Excluding UK  [26.76%]

1 Mth 3Mths 6 Mths 1 Yr 3 Yr Since 
Launch

Fund 2.25 9.34 8.08 23.71 39.11 36.13

Sector 1.23 7.10 9.82 23.76 28.95 26.76

Quartile 1 1 3 2 1 1

Discrete Performance (%)
2021 YTD 2020 2019 2018 2017

Fund 8.08 20.42 27.37 -14.53 -

Sector 9.82 10.28 20.33 -12.16 -

Quartile 3 1 1 4 -

Discrete Year to Quarter End Performance (%)
Q2 2020 
Q2 2021

Q2 2019 
Q2 2020

Q2 2018 
Q2 2019

Q2 2017 
Q2 2018

Q2 2016 
Q2 2017

Fund 23.71 9.82 2.39 - -

Source: 01/11/2017 - 30/06/2021. Data from FE 2021
Past performance is not a guide to future performance
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FUND COMMENTARY 
CFP CASTLEFIELD B.E.S.T SUSTAINABLE INCOME FUND

Fund Commentary

The Castlefield B.E.S.T Sustainable Income Fund returned +6.7% for the 
quarter, compared to the IA UK Equity income sector, which returned +5.0%.

UK equities continued to advance in the second quarter of the year as 
the vaccine roll out, gradual easing of lockdown measures and a tentative 
return to some international travel all contributed to improving sentiment. 
A central feature of this was the return to merger & acquisition activity 
following a dearth of investments last year. Within the portfolio, two of our 
holdings, financial services firm Equiniti and supermarket chain Morrison’s, 
were both on the receiving end of bids during the period. 

Equiniti provides “back office” services to listed companies including share-
holder registry services, dividend and payment processing, employee 
savings schemes and higher margin activities such as marketing and 
initial public offering (IPO) services. The group has a core set of products 
that were relatively unaffected by the pandemic last year and is very well 
positioned to service customers in the increasingly digital world in which 
we find ourselves. However, some of the higher margin activities that 
Equiniti’s corporate clients engage in, such as marketing and new company 
flotations on the stock market (IPOs) were severely disrupted by Covid. 
Equiniti’s share price suffered as profits were affected more than revenues 
and the bid by specialist buy-out firm Siris Capital was announced after the 
company had apparently been in talks for some time. After some protracted 
to-ing and fro-ing with shareholders, Siris increased its offer with an agreed 
deal announced in late May, leading to a 39% return during the period and a 
contribution to the fund of +0.86%. 

Morrison’s received a bid from investment firm Clayton Dubilier & Rice 
towards the end of June. As the approach is much more recent, the situation 
is relatively fluid and at the time of writing, Morrison’s management have 
indicated that they have consented to an offer from a rival investment 
consortium led by Fortress. This may yet lead to counteroffers for the 
supermarket chain, so for the time being, we have retained our shares as 
we await further developments with the shares up 39% and contributing 
+0.63% to returns in the quarter. 

Elsewhere within the portfolio, we exited our holding in the Menhaden 
Resource Efficiency fund during the period. The fund’s investment in tech 
companies has been positive for the underlying Net Asset Value (NAV) 
return since the outbreak of Covid, however, the disconnect between the 
NAV return relative to the share price has been greater than we would 
of hoped when we first invested. With the shares appreciating further in 
the second quarter of the year, we elected to exit our holding, locking in a 
modest gain over the holding period. 

Source: Castlefield, Factset

Top 10 Holdings %
1 CITY OF LONDON INV 4.98

2 STRIX GROUP PLC 4.52

3 NATIONAL GRID PLC 4.38

4 GLAXOSMITHKLINE PLC 4.21

5 TYMAN PLC 4.16

6 ASTRAZENECA PLC 3.63

7 PHOENIX GROUP HOLDINGS PLC 3.60

8 ASSURA PLC SHS REIT 3.55

9 EMIS GROUP PLC 3.53

10 GREENCOAT UK WIND PLC 3.46

Key Information
Fund Size: £22.37m

Sector: IA UK Equity Income

Launch Date: 2-May-06

Managers: Mark Elliott

Number of Holdings: 40-50

Payment Dates: Quarterly

Cumulative Performance (%)

  A - IA UK Equity Income [33.75%]
  B - CFP Castlefield B.E.S.T Sustainable Income General [21.20%] 

1 Mth 3Mths 6 Mths 1 Yr 3 Yrs 5 Yrs
Fund -0.18 6.74 12.11 16.80 7.24 21.20

Sector -0.57 5.01 12.10 25.43 5.69 33.75

Quartile 2 1 2 4 2 4

Discrete Performance (%)
2021 YTD 2020 2019 2018 2017

Fund 12.11 -12.38 21.67 -11.93 3.91

Sector 12.10 -10.73 20.07 -10.54 11.32

Quartile 2 3 2 3 4

Discrete Year to Quarter End Performance (%)
Q2 2020 
Q2 2021

Q2 2019 
Q2 2020

Q2 2018 
Q2 2019

Q2 2017 
Q2 2018

Q2 2016 
Q2 2017

Fund 16.8 -7.95 -0.25 -3.45 17.05

Source: 30/06/2016 - 30/06/2021. Data from FE 2021
Past performance is not a guide to future performance

Sector Allocation

Financials 21.59%
Industrials 11.80%
Support Services 10.49%
Technology 9.04%
Renewable Energy 8.02%
Health Care 7.84%

Utilities 6.78%
Infrastructure 5.62%

Consumer Services 6.86%

Consumer Goods 5.57%
Real Estate Investment Trusts 3.55%
Cash 1.61%
Telecommunications 1.23%
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CFP CASTLEFIELD B.E.S.T SUSTAINABLE UK OPPORTUNITIES FUND

FUND COMMENTARY 

Fund Commentary

The Fund returned +8.5% for the quarter, versus a return for the IA UK All 
Companies sector of +5.6%.

UK equities continued to advance as sentiment improved in light of vaccine 
roll outs and the gradual easing of lockdown measures. In a rising market, 
the financial sector was inevitably going to be a strong contributor to 
performance, and this was reflected in the highest three contributors for 
the Fund. The first was sustainability focussed Impax Asset Management 
(+44.8%). Impax has been discussed in several of our commentaries given 
the speed and strength of growth in assets under management (AUM), and 
consequently share price growth, since establishing the holding. During the 
period, the company saw a continuation of this trend in its interim results 
with record net inflows and strong investment performance contributing 
to a doubling of AUM to £30.0bn. We feel this points to the secular trend of 
investment in the transition to a more sustainable economy.

Another key contributor was K3 Capital Group (+22.5%), the multi-
disciplinary professional services firm, which announced a pre-close trading 
update. Alongside the transformational acquisitions made in the year, the 
Group has delivered a strong operating performance, growing revenues and 
profits across all divisions. Consequently, results are expected to exceed 
previous guidance; beating multiple upgrades to market expectations from 
earlier in the year. In particular, its Merger & Acquisition (M&A) division was 
strong as wider financial markets also saw a return to M&A activity following 
a more fallow period. By way of example and within the portfolio, Equiniti, 
the provider of financial and administration services, was on the receiving 
end of a bid during the period.

Equiniti’s services to companies include shareholder registry services, 
dividend and payment processing, employee savings schemes as well as 
higher margin activities such as marketing and Initial Public Offering services. 
Whilst core revenues have been relatively unaffected by the pandemic, some 
of the higher margin activities were severely disrupted by COVID. With both 
Equiniti’s profitability and share price affected by this it led to, in our view, an 
opportunistic approach from specialist buy-out firm Siris Capital. After some 
protracted to-ing and fro-ing with the Board, Siris agreed a deal announced in 
late May, leading to a +39.0% return for the quarter.

Detractors were limited during the period with only Clinigen Group (-20.2%), 
the specialty pharmaceutical and services company, being noteworthy of 
comment. The company set out the impact of COVID on its trading where 
the global reduction in hospital-based oncology treatments and delays to 
clinical trials had weighed negatively. Albeit disappointing, we feel the cause 
is temporary in nature whilst management also expects to achieve double 
digit profit growth in 2022 and is focused on paying down debt .

Source: Castlefield, Factset, LSE

Top 10 Holdings %
1 K3 CAPITAL GROUP PLC 5.55

2 TYMAN PLC 5.02

3 IMPAX ASSET MANAGEMENT GROUP PLC 4.71

4 HIKMA PHARMACEUTICALS 4.24

5 CRODA INTERNATIONAL PLC 4.23

6 RELX PLC 4.17

7 RWS HOLDINGS PLC 4.17

8 EXPERIAN PLC 3.99

9 BEGBIES TRAYNOR GROUP PLC 3.78

10 AVAST PLC 3.75

Key Information
Fund Size: £29.45M

Sector: IA UK All Companies

Launch Date: 1-Jun-07

Managers: Mark Elliott

Number of Holdings: 30-40

Payment Dates: Quarterly

Cumulative Performance (%)

  A - IA UK All Companies [48.48%]
  B - CFP Castlefield B.E.S.T Sustainable UK Opportunites General [48.12%]

1 Mth 3Mths 6 Mths 1 Yr 3 Yrs 5 Yrs
Fund -1.74 8.49 14.88 28.69 18.39 48.12

Sector -0.20 5.62 11.78 27.66 11.10 48.48

Quartile 4 1 1 2 2 2

Discrete Performance (%)
2021 YTD 2020 2019 2018 2017

Fund 14.88 -5.53 17.07 -0.80 9.79

Sector 11.78 -6.01 22.24 -11.19 13.99

Quartile 1 2 4 1 4

Discrete Year to Quarter End Performance (%)
Q2 2020 
Q2 2021

Q2 2019 
Q2 2020

Q2 2018 
Q2 2019

Q2 2017 
Q2 2018

Q2 2016 
Q2 2017

Fund 28.69 -9.52 1.68 10.72 13.00

Source: 30/06/2016 - 30/06/2021. Data from FE 2021
Past performance is not a guide to future performance

Sector Allocation

Financials 19.76%
Industrials 17.08%
Consumer Goods 12.50%
Support Services 9.55%
Healthcare 9.38%
Consumer services 7.36%

Chemicals 6.63%
Media 4.17%

Technology 6.99%

Telecommunications 3.59%
Real Estate Investment Trusts 2.31%
Cash 0.68%
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Fund Commentary

The Fund registered a total return of +14.7%, compared to the sector, which 
returned +10.0% over the same period. 

The highest three contributors were Alumasc (+54.5%), Tracsis (+42.0%), 
and Animalcare (+40.4%). Alumasc – the sustainable building products 
group – continued its strong performance following a record first half year, 
announcing that it expects results for the year to be ahead of previous 
expectations. Developer of software and technology for the transport sector, 
Tracsis, delivered steady interim results and cited an encouraging start to Q3 
trading, despite the expected impact of ongoing COVID-19 restrictions on 
end markets. The company also published a response to the long-awaited 
DfT’s Williams-Shapps review of UK rail. With a focus on improving safety, 
timetabling and train performance, as well as embracing new technology, 
management believe Tracsis is well aligned to this plan. Animal health 
business, Animalcare, released full year results which demonstrated resilience 
in the face of COVID-19 disruption. The Group also announced that it had been 
granted marketing authorisation in Europe for its novel treatment to combat 
osteoarthritis-related pain in dogs. Detractors were again limited with iomart 
Group (-14.4%) the only one of note as it saw lockdown hinder its growth 
expectations for the second half of the year. The Group, however, remains 
strongly profitable and maintains a comfortable net cash position.

We carried out two new purchases and one exit during the period. The 
first new position was in MPAC, which makes and services automated 
manufacturing and packaging ecosystems. We feel that the company is 
well-positioned in its focus on higher-margin and growing markets, with 
long-standing and often partnership-style relationship with customers in 
the Healthcare, Pharmaceutical and Food & Beverage sectors. It has a strong 
global footprint and is emerging as a leader in the use of efficiency and 
productivity process technologies giving exposure to several secular tailwinds 
such as automation, e-commerce and the use of recyclables/biodegradable 
materials. Management are ambitious about growing the business over the 
economic cycle and reaping positive operational gearing effects. The second 
new name is leading provider of software and services to the international 
education market, Tribal Group. Tribal’s core business is the delivery of Student 
Information Systems meeting the evolving needs of the higher education 
sector. The company has a well-established global presence and is rich in 
intellectual property, whilst it plans to build from this strength by expanding its 
addressable market and geographic reach through internal development and 
M&A, which should further increase quality of earnings and improve margins. 
We also exited a small holding in commercial property fund manager, First 
Property Group, given the structural challenges we see for the sector.

Source: Castlefield, LSE, Factset

FUND COMMENTARY 
CASTLEFIELD B.E.S.T SUSTAINABLE UK SMALLER COMPANIES FUND

Top 10 Holdings %
1 ALUMASC GROUP PLC 4.32

2 INSPIRATION HEALTHCARE GROUP PLC 4.02

3 GRESHAM HOUSE PLC 3.69

4 TRACSIS PLC 3.62

5 THE GYM GROUP PLC 3.43

6 EKF DIAGNOSTICS HOLDINGS PLC 3.42

7 MARLOWE PLC 3.26

8 CML MICROSYSTEMS PLC 3.15

9 ANIMALCARE GROUP PLC 3.14

10 MACFARLANE GROUP PLC 3.13

Key Information
Fund Size: £28.25M

Sector: IA UK Small Companies

Launch Date: 1-Jun-07

Managers: David Elton

Number of Holdings: 35-40

Payment Dates: Semi-annual

Cumulative Performance (%)

  A  - CFP Castlefield B.E.S.T Sustainable UK Smaller Company General 
Income [124.60%]

  B - IA UK Smaller Companies [114.42%]

1 Mth 3Mths 6 Mths 1 Yr 3 Yrs 5 Yrs
Fund 3.11 14.68 29.33 54.70 38.73 124.60

Sector 0.52 9.98 19.91 53.07 34.21 114.42

Quartile 1 1 1 2 2 2

Discrete Performance (%)
2021 YTD 2020 2019 2018 2017

Fund 29.33 2.49 25.46 -13.84 30.62

Sector 19.91 6.48 25.34 -11.70 27.18

Quartile 1 3 3 3 2

Discrete Year to Quarter End Performance (%)
Q2 2020 
Q2 2021

Q2 2019 
Q2 2020

Q2 2018 
Q2 2019

Q2 2017 
Q2 2018

Q2 2016 
Q2 2017

Fund 54.7 -3.66 -6.92 19.13 35.9

Source: 30/06/2016 - 30/06/2021. Data from FE 2021
Past performance is not a guide to future performance

Sector Allocation

Industrials 25.53%
Health Care 19.18%
Technology 17.21%
Cash 11.71%
Financials 10.96%
Consumer Services 4.03%
Chemicals 3.35%
Support Services 3.14%
Consumer Goods 2.76%
Utilities 2.13%
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Management
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Manager, Investment 
Management
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Partner, Investment 
Management

David Gorman
MA (Hons), MBA, 
Chartered MCSI
Partner, Investment 
Management

John Eckersley
BA (Hons), MBA, 
Chartered FCSI, 
Chartered Wealth Manager
Managing Partner

Ita McMahon
BA (Hons), MA, IMC
Associate, Investment 
Management

Mark Elliott
Mchem (Hons), 
Chartered MCSI, CFA
Partner, Head of Investment 
Management

Mike Heron
Chartered MCSI
Executive, Investment 
Management

Rory Hammerson
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Partner, Investment 
Management
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Partner, Investment 
Management
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Past performance is not a guide to future performance. Investment in the funds carries the risk of 
potential loss of capital. This document provides information about the CFP Castlefield Fund range. 
ConBrio Fund Partners Limited (CFP) is the Authorised Corporate Director ( ACD) of the Fund and 
Castlefield Investment Partners LLP (CIP) is the appointed Investment Adviser. CFP is authorised and 
regulated by the Financial Conduct Authority.

Castlefield is a trading name of Castlefield Investment Partners LLP (CIP) and ConBrio is a trading 
name of ConBrio Fund Partners Limited (CFP). Castlefield and ConBrio are registered trade marks and 
the property of Castlefield Partners Limited. CIP is authorised and regulated by the Financial Conduct 
Authority. Registered in England & Wales No. OC302833. Registered Office 111 Piccadilly, Manchester, M1 
2HY. Part of the Castlefield employee-owned group. Member of the Employee Ownership Association.

Opinions constitute our judgement as of this date and are subject to change without warning. The 
officers and employees of Castlefield Investment Partners LLP, may have positions in any securities 
mentioned herein. This document shall be governed by and construed in accordance with the law of 
England and Wales and is subject to the exclusive jurisdiction of the English Courts.

The value of investments, and the income from them, can go down as well as up, and you may not 
recover the amount of your original investment. Past performance is not necessarily a guide to future 
performance. Where an investment involves exposure to a foreign currency, changes in rates of 
exchange may cause the value of the investment, and the income from it, to go up or down. In the case 
of some investments, you should be aware that there is no recognised market for them, and that it may 
therefore be difficult for you to deal in them or for you to obtain reliable information about their value 
or the extent of the risks to which they are exposed. Certain investments carry a higher degree of risk 
than others and are, therefore, unsuitable for some investors.

The information in this document is not intended as an offer or solicitation to buy or sell securities or any 
other investment or banking product, nor does it constitute a personal recommendation.

Investors should not purchase the Funds referred to in this document except on the basis of information 
contained in the Fund’s prospectus. We recommend that investors who are not professional investors 
should contact their professional adviser. The Fund’s Prospectus and Key Investor Information Document 
(KIID) are available from www.conbriofunds.com or direct from Castlefield.




