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Introduction 
A priority for the Ethical Finance Hub (EFH) is to raise awareness and support the growth of the 
responsible investing market in Scotland. Having engaged with a number of stakeholders as well as 
undertaken internal desk-based research it was apparent that, whilst data on the sector exists for the UK 
as a whole, there was little or nothing specific to Scotland available. Following further consultation with 
stakeholders the EFH committed to preparing a research report that would help to define and measure 
the responsible investing market in Scotland.  
 
This industry level report therefore undertakes to: 
 

1. Develop a methodology to define responsible asset owners and asset managers 
2. Showcase Scotland’s responsible finance heritage, its development and current challenges 
3. Capture and measure responsible investing activities in or focused around Scotland 
4. Inform stakeholders on the various approaches to responsible investing, providing clarity and 

transparency 
 
The report, prepared in partnership with the University of St Andrews Centre for Responsible Banking & 
Finance and Jon ‘JB’ Beckett, is primarily intended for the business and financial community in Scotland 
and the Scottish Government. Non-Scottish based financial institutions considering Scotland as a 
location and third sector organisations may also be interested in the report. 
 
The research conducted for the report was carried out prior to the coronavirus pandemic with the 
intention of mapping, quantifying and presenting the responsible investing sector in Scotland. Although 
fund values will undoubtedly change as a result of the pandemic the report presents a snapshot in time of 
the responsible investing landscape in Scotland. Our aspiration is to periodically re-run this analysis to 
provide a longitudinal study. 
 
With Covid-19 exposing the fragility of health security and economic systems we believe that going 
forward ethical finance has a pivotal role to play in building social, environmental and economic 
resilience. The report is therefore now more important than ever as we look to rebuild a resilient 
economy that supports Scotland’s well-being and transition toward a greener, net zero country. 
 
This document summarises the findings from the qualitative and quantitative analysis of responsible 
investment in Scotland. The main report goes into detail on assessing the approaches and terminology 
used by Scottish asset managers involved in responsible investing, as well as assessing both the size and 
composition of the Scottish responsible investing market in relation to the remainder of the UK (rUK) and 
Ireland.  

 

 

Graham Burnside 
Director, Ethical Finance Hub 

 Jon ‘JB’ Beckett 
Author & Non-Executive Director 

“The Covid-19 pandemic has impacted financial 
markets with an unprecedented speed and ferocity.  
We expect the coronavirus crisis to increase 
pressures for a re-evaluation of global economic 
systems, with a renewed call for finance to better 
serve people and the planet.  This can only 
accelerate the mainstreaming of responsible 
investment and with a strong track record in both 
financial services and climate action Scotland's 
asset managers are well placed to build on their 
established foundations and play a leading role.”  

 “With significant changes in how investors are 
engaging and being engaged about responsible 
investing, there is a need for more information as to 
how the sector is evolving and how it can be best 
supported. Scotland offers a fascinating sample as 
the home of modern asset management and how 
asset managers are meeting the responsible 
challenge. The call to action, that weaves through 
this report, is the opportunity to foster sharing of 
best practice, bring responsible investors and asset 
managers together and develop a vibrant 
responsible finance ecosystem.” 

Professor John O.S. Wilson 
Director, Centre for Responsible Banking & Finance, University of St Andrews 

“Ethical finance has emerged as an important theme since the global financial crisis. Given our commitment to 
responsible enterprise, The Centre of Responsible Banking & Finance at the University of St Andrews is proud 
to have participated and contributed to the Mapping the Responsible Investing Landscape in Scotland Report 
by the Ethical Finance Hub. This timely publication is a comprehensive, thoughtful and practical resource for 
practitioners and regulators wishing to understand and evaluate the importance of responsible investing 
within the modern financial services industry.” 
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Key Findings - Taxonomy 

 Taxonomy 

1 19 asset managers and 8 asset owners operate in the field of responsible investing (‘responsible 
asset managers’ and ‘responsible asset owners’) in Scotland. 

2 18 of these responsible asset managers and all 8 of the responsible asset owners are signatories 
to the Principles for Responsible Investment (PRI). 

3 95% of the 19 responsible asset managers in Scotland make reference to “ESG” (environmental, 
social and governance factors) directly on their website or within documents available to 
download although less than half (47%) provide a definition of ESG. 

4 Over a quarter (26%) of responsible asset managers in Scotland lead with “Responsible 
Investment” (or similar) as a headline term on their website while 21% lead with “ESG”. Other 
lead terms employed in Scotland include: Governance & Sustainability, Stewardship, Sustainable 
Investment (or similar), Circular Economy, ESG & Sustainability and Stewardship / ESG. 

5 79% of the 19 responsible asset managers have a dedicated policy, outlining their approach to 
non-financial factors, available on their website. 

 
The report finds that Scotland has a highly active and engaged responsible investing sector. In the 
absence of a clear, consistent and standardised taxonomy Scottish asset managers have taken 
varying approaches to interpreting and communicating their responsible investment strategies. To 
reconcile the ambiguity and inconsistency that pervades the wider industry each responsible asset 
manager, with some leaning heavily on PRI, has developed a proprietary position. The review of the 
websites provides a unique insight into the prominence each responsible asset manager places on 
responsible investing.  
 
Reviewing the Scottish responsible investing taxonomy has highlighted the inconsistencies across, 
and in some cases within, asset managers. ESG, as expected, is the most common term and some 
provide more detail than others as to how they define it and how it integrates into existing 
processes. The analysis also identified contrasting approaches to responsible investing which 
range from those who employ positive screens to those who avoid using negative screens to ensure 
their investment universe is maximised. Unsurprisingly as active owners the Scottish responsible 
asset management community appears to be committed to stewardship, engagement and voting.  
 
In line with wider market trends impact investing and the SDGs appear to be emerging areas for 
Scottish responsible investors. Whilst engagement is still limited to a few demand is expected to 
grow over the coming years which could represent an opportunity for Scottish responsible 
investors.  
 
Finally, this section in the report explores the research capabilities and approach to data. 
Undoubtedly responsible investing strategies require a greater depth of research and analysis. The 
approach to research varies across Scottish responsible asset managers with a tendency for the 
larger organisations to have dedicated teams to support investment analysts. For others 
responsibility for ESG research tends falls within the expanding remit of the individual investment 
analysts. Similarly some responsible asset managers invest more than others in terms of external 
data, though due to the limitations of the data available additional in-house research is often 
required to provide the level of detail and analysis required. 
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Key findings - Market Size 
 Market Size 
1 TrustNet (Financial Express) (FE) data shows a total of £10.7 billion of responsible assets under 

management (AUM) domiciled in the UK or Ireland, with £9.5 billion domiciled in the UK 

2 These funds were managed by 6 Scottish fund managers, meaning 13 responsible asset 
managers did not manage a qualifying ethical fund. 

3 Scotland’s £9.5 billion UK-domiciled responsible AUM represents 11% of the UK responsible 
investing market, compared to Scotland’s 7% share of the conventional market1 

4 Rapid sector growth in Scotland of ~27.3% per year since 2004, mostly in climate, impact and 
ESG funds. 

5 35 Scottish responsible investing funds are identified from 102 separate listings in the data 
source (due to the separation of multiple share classes in the same fund into different listings). 
Scottish listings represented approximately 18% of the UK total. 

6 99% of responsible AUM in Scotland is concentrated among 4 asset managers (Aegon Asset 
Management2, Aberdeen Standard Investments3, Stewart Investors and Baillie Gifford). 

7 All responsible AUM in Scotland are managed under active strategies. 

8 Scotland shows particular strength in equity-focused funds, with 73% of AUM in them, and the 
remainder split between mixed asset class and fixed interest. 

Our analysis of the Scottish responsible investing landscape at the fund level paints a mixed 
picture. As noted, we have identified a total of £10.7 billion AUM managed in Scotland, with £9.5 
billion of that UK-domiciled. Overall, the growth rate of responsible investing over the last 15 years 
has been impressive. However, the recent success of Ireland, whose responsible AUM stands at over 
half that of rUK, indicates that Scotland could still perhaps be doing more. 
 
In terms of the composition of the Scottish responsible investing market, a few key trends emerged. 
Scotland, as a smaller market, has distinct specialties when compared to larger more diverse 
markets in rUK and Ireland. Scotland’s sector is notably weighted towards: 

Active management: Bloomberg data shows 100% of the funds identified in Scotland managed 
under active strategies. 

Equities: 73% of the AUM identified through FE was in equity-focused funds, with the remainder 
split between mixed asset strategies and fixed income. 

Open-ended investment vehicles: all the funds identified through FE were open-ended funds. 

Legacy funds: a greater proportion of Scotland’s responsible investment AUM is in funds launched 
before 1990, before 2000 and before 2010 than in both rUK and Ireland. 

A few large fund managers: around 99% of the responsible AUM identified was managed by the ‘big 
4’ of Aberdeen Standard, Aegon Asset Management and Stewart investors and Baillie Gifford, with 
the first three alone controlling around 90% of the market. 

Additionally, the Islamic investment sector accounts for a lower proportion of the responsible 
investment AUM than in rUK or Ireland. While Scotland’s overall performance is healthy, its 
orientation towards open-ended funds and active investment could leave it disadvantaged, taking 
into account the recent rise in exchange-traded funds and passive management. However, overall 
Scotland’s robust financial services ecosystem and long history of asset management should allow 
it to continue as a major asset management centre. 
  

 
1 Asset Management Survey 2018-2019, The Investment Association 
2 Includes funds shown as managed by Kames Capital, Scottish Equitable or Aegon Asset Management 
3 Includes funds shown as managed by Aberdeen Asset Management, Standard Life or Aberdeen Standard 
Investments 
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Report Conclusions 
Scotland offers a rich heritage in investment innovation; far from being stuck in its own past, it 
continues to innovate. Yet the true depth and breadth of the responsible investing market has not 
been accurately reported until now. This in-depth Scottish analysis provides fascinating results 
that point to both opportunities and threats for Scotland, the UK and beyond. 
 
Conducting research for the report highlighted the difficulties in identifying and interpreting the 
data required to accurately size the responsible investing market. To mitigate against the risk of 
‘greenwashing’ we applied both rigour and expert practitioner reflection to the analysis.  
 
Asset managers and asset owners alike face very real problems of defining what it means to be a 
responsible investor. Collectively the industry in its haste to describe the problem became part of it. 
Asset owners are then confronted with the challenge of how to compare different asset managers 
reliably. This analysis of the Scottish asset management market provides a blueprint on how 
responsible investors, and their advisers, can cut through the broad terms and approaches used by 
asset managers. It shares our experiences, research and comparison of asset managers and the 
problems discovered. 
 
The report highlights the spectrum of terminology, descriptions and their varying use between 
asset managers. This should help guide asset managers to hone their messaging and asset owners 
to navigate. 
 
The value of responsible investing to the Scottish economy should not be underestimated. With an 
11% share of the total UK responsible assets under management the report reinforces Scotland’s 
position as a leading international centre for responsible investing. As responsible investing 
emerges from niche to mainstream there is a growing opportunity for Scottish asset managers to 
demonstrate their commitment to driving profit and purpose by developing leading global products 
that deliver strong financial returns at the same time as serving people and the planet.   
 
The report highlights the opportunity to foster the sharing of best practice, bringing responsible 
investors and asset managers together to strengthen an already vibrant responsible finance 
ecosystem which, in the current climate, has the expertise and capital to support the Scottish 
Government as it looks to rebuild and reform the economy. 
  
At the time of writing, the the Covid-19 pandemic has impacted financial markets with an 
unprecedented speed and ferocity.  We expect the coronavirus crisis to increase pressures for a re-
evaluation of global economic systems, with a renewed call for finance to better serve people and 
the planet.  This can only accelerate the mainstreaming of responsible investment and with a 
strong track record in both financial services and climate action Scotland's asset managers are well 
placed to build on their established foundations and play a leading role.  
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Additional Notes 

Scotland’s History in Responsible Investing 

There can be little doubt that over the past 300 years Scotland has contributed disproportionately to 
the development of financial services. The roots of what we in the West now call responsible 
investing can be traced back to the mid-18th century and the values and teachings of various 
religious groups, notably the Methodists and ‘Society of Friends’ (Quakers). The broader intellectual 
underpinning for responsible finance can be found in the writings of moral philosophers, such as 
Scots-born Adam Smith’s ‘The Wealth Of Nations’ (1776) and his earlier ‘Theory Of Moral 
Sentiments’ (1759), while in 1810 Church of Scotland minister the Rev. Henry Duncan established 
the world’s first savings bank, in order to provide ordinary people with access to finance.  
 
The social and scientific developments of the mid-20th century provided the foundation for modern 
responsible investing4. By the early 1980s the first UK responsible funds were being established, 
interestingly once again led by representatives of the Methodists and Quakers. The early 21st 
century saw the responsible investing industry begin to enter the mainstream, with the 2006 the 
launch of the PRI, a voluntary initiative for investors instrumental in promoting and standardising 
the term ESG and which now has around 2,500 signatories5, and later the 2015 introduction of both 
the SDGs and the Paris Climate Agreement and 2019 launch of the Principles for Responsible 
Banking (PRB). 

Methodology and Data Challenges 

This report attempted to quantify the size of the Scottish responsible investment market, using two 
fund databases – Bloomberg and Financial Express (TrustNet) – as well as the directories of the 
PRI. It was found that there are significant issues regarding the quality of data on responsible 
investing. These include: missing funds, false positives, missing data, inactive funds, duplicate 
funds, unreliable fund launch data, unreliable fund manager data and unreliable location data. 
Compounding this, not all fund managers registered with the PRI manage any funds under 
explicitly responsible strategies, while some responsible investment funds are managed by fund 
managers not registered with the PRI. 
 
In short, understanding exactly what products are available, which ethical principles and 
responsible investing strategies they use and who exactly manages them can be challenging for 
financial analysts and consumers alike. This risks creating a perception of a lack of transparency 
from the responsible investing community. 
 

TO ACCESS THE FULL REPORT PLEASE VISIT 
www.ethicalfinancehub.org/investingscotland2020 

 
DISCLAIMER: 
 
This publication includes information in summary form and is therefore intended for general guidance only. 
The Ethical Finance Hub does not accept any responsibility for the consequence of acting or refraining from 
action as a result of any material in this publication. The data used in this report is based on published 
information available at the time of drafting and information from interviews undertaken. Whilst every care 
has been taken in the preparation of this report, no responsibility is taken by the Ethical Finance Hub as to the 
accuracy or completeness of the data used or consequent conclusions based on that data. 
 
If you wish to receive further information on matters expressed in this publication, please contact 
info@ethicalfinancehub.org. 
 
Copyright ©️ 2020 Ethical Finance Hub. All rights reserved 

 
4 Baillie Gifford: From Universal Rights to Global Goals 
5 https://www.unpri.org/ 

http://www.ethicalfinancehub.org/investingscotland2020
https://www.unpri.org/
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