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2. The BpH Wealth Approach to Sustainable & ESG 

Investing 

For years we have been asked: “how do I invest ‘ethically’?” and the answer was generally 

“don’t” because of the possibility of missing out on potential financial returns. This has 

changed. 

 

Historically, we would encourage investing to maximise total return and then to use the 

proceeds to give to the causes you are concerned about. This was because there were no 

suitable sustainable investment funds with acceptable cost and diversification that would 

provide an acceptable balance between the amount of risk taken and the financial return.  

 

Now it is possible to invest in line with your values with very little financial sacrifice. A close-

to-market rate of return with a social and environmental overlay is now achievable.  

 

While sustainable and responsible investing as a whole is very broad ranging and in part 

difficult to quantify, an ESG (Environmental Social & Governance) framework is the most 

comprehensive set of standards devised for sustainable investing. We see ESG as the 

starting point for conversations about Sustainable Investing.  
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3. Investing with Purpose 

No single investment strategy is right for everyone. We need to make sure we create the 

right balance for you. Our aim is always to give you an appropriate rate of return without 

exposing you to any unnecessary risk or cost. Just as we believe it is vital to understand 

what you want to do with your life before we plan what to do with your money, we believe it 

is vital to understand your core values and how your money can be used to create the 

impact you desire. This is financial planning with purpose, underpinned by investing with 

purpose.  

 

We believe using the spectrum below can help us gauge which types of investment are right 

for you.  

 

 
Source: G8 Social Impact Investment Taskforce 

 

To the far left of the chart we have Investment money used for purely financial objectives 

with the goal of achieving the maximum Return ‘on’ Capital. 

 

As we move further to the right we can see ‘responsible’ and ‘sustainable’ investments are 

introduced, these encompass several new strategies designed to include these 

considerations into investment decisions while maintaining competitive financial returns. The 

performance of funds in this space shows it is possible to invest more in sustainable funds 

while still achieving close-to-market returns. The ESG funds recommended at the bottom of 

the document occupy this space.  

 

Far right of the chart is impact investing. This is more specialised and specifically targeted at 

achieving change in society with the knowledge there may be little or no return on 

investments made.  

 

This document covers only the ‘responsible’ and ‘sustainable’ parts of the spectrum.  

 

More information on impact investing can be found here: https://bphwealth.co.uk/social-

impact-investing/. 

 

https://bphwealth.co.uk/social-impact-investing/
https://bphwealth.co.uk/social-impact-investing/
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4. BpH Wealth Sustainable and ESG Investment Solutions  

Our due diligence process satisfies us that there are four funds we can recommend for 

inclusion in a Sustainability or ESG portfolio: 

• Vanguard ESG Developed World All Cap Equity Index Fund 

• Vanguard ESG Emerging Markets All Cap Equity Index Fund 

• Dimensional Global Sustainability Core Equity Fund 

• Dimensional Core Global Sustainability Fixed Income Fund 

Vanguard’s ESG funds are index tracking, exclusionary ESG funds.  Dimensional’s 

Sustainability funds are more environmentally focussed, systematic ESG funds.  

 

These are discussed in more detail in the next section.  
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5. The Vanguard Funds 

Having recognised investors’ growing need for more rigorous exclusion of companies 

producing socially undesirable effects, Vanguard uses exclusionary screening, a method 

which relies upon excluding certain companies, sectors or practices based on specific ESG 

criteria.  

 

Vanguard’s funds exclude companies based on the FTSE Choice Index Series, which 

provides a robust framework for exclusions of companies in a broad market index. This 

approach therefore ensures diversity is sacrificed as little as possible in the creation of a 

more socially desirable fund.  

 

The fund screens companies for the following criteria: 

 

Variable  Application 

Controversies This refers to companies which do not meet the standards 
on labour, human rights, environmental and anti-corruption 
set out by the United Nations Global Compact Principles. 

Non-renewable energy  Exclusions include companies that own proved or probable 
reserves in coal, oil or gas or whose primary business 
activity is the production, or supporting products and 
services, of coal, oil or gas. Also excluded are companies 
that generate revenues from nuclear power production or 
related activities. 

Vice products  Companies that produce adult entertainment are excluded, 
as are those that produce alcoholic beverages, tobacco 
products or provide gambling services. 

Weapons Companies that produce firearms or ammunition and other 
weapons for military or non-military use are excluded. Also 
excluded are companies produce specific and critical parts 
or services for nuclear weapon systems, chemical or 
biological weapons, cluster munitions and anti-personnel 
mines 

 

 

Vanguard Group Inc. launched the world’s first retail mutual index fund in the US in 1976 

and is now one of the largest mutual fund management companies in the world, serving with 

over 30 million investors. Over the long term, the costs of a fund are one of the most 

important determinants of return. Vanguard is reputed as having some of the lowest costs in 

the industry, this is because they are owned by their own funds. Instead of paying dividends 

to external shareholders, it uses their profits to give customers lower fees. 
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6. The Dimensional Funds  

The Dimensional funds address sustainable issues and broad diversification whilst 

maintaining a focus on higher expected returns. This is achieved through increased 

weighting to small and undervalued companies at lower relative prices to generate higher 

profitability. 

 

Dimensional has a rigorous policy on Governance and excludes companies for socially 

undesirable practices in all its funds. In addition, this fund adjusts its holdings based on 

environmental considerations. 

 

All companies in the investment universe receive a sustainability score based on five 

variables in order to be included in the fund: 

 

 Emissions-Focused Exclusions (Portfolio Level) 

Variable Application 

Greenhouse gas 
emissions intensity 

Exclude or underweight top contributors to greenhouse gas 
emissions  

Potential emissions 
from reserves  

Exclude or underweight top contributors to greenhouse gas 
emissions 

 

Variable Application 

Greenhouse Gas Emissions Intensity 85% of total sustainability score 

Land Use and Biodiversity 

15% of total sustainability score 
Toxic Spills and Releases 

Operational Waste 

Water Management 

 

Additional ESG Refinements 

Variable Application 

Coal 
Companies with meaningful coal reserves or revenue related to 
coal are generally excluded 

Palm oil 
Companies with meaningful revenue related to palm oil are 
generally excluded 

Factory farming 
Companies cited for rearing livestock using particularly intensive 
methods are generally excluded 

Controversial 
weapons 

Companies involved in the production of cluster munitions, anti-
personnel mines, chemical and biological weapons, nuclear 
weapons and depleted uranium ammunition and armour are 
generally excluded 

Tobacco 
Companies with meaningful revenue related to tobacco products 
are generally excluded 
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Additional ESG Refinements 

Child labour 
Companies cited for child labour practices are generally 
excluded 

Civilian firearms 
Companies involved in manufacturing civilian firearms are 
generally excluded 

Other considerations 
Companies may be excluded for other factors believed to be 
important to investors interested in sustainability 

 

Dimensional Global Sustainability Core Equity Fund 

The following charts compare the Dimensional Core Sustainability Fund with a Global Index 

fund with no sustainable overlay. 

 

 
Source: Dimensional Fund Advisors 

 

The chart explained: 

• ‘Sustainability’ represents an increase in the sustainability of the companies included 

in the fund, relative to the market. 

• ‘Diversification’ illustrates a small reduction in diversification due to companies that 

are excluded for ESG reasons.  

• ‘Size’ and ‘Value’ show a larger exposure to small and value companies relative to 

the market.  

• The ‘Relative to the Market’, bar across the middle represents the typical Global 

Equity Index with no bias towards sustainability. 

The following charts compare the relative exposure to sustainability factors through the 

funds along with the impact on greenhouse emissions. 
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Weight Distribution by Sustainability Score Category 

Adjusted Market Index versus Sustainability Strategy as of 30th June 2021. 

 

 
Source: Dimensional Fund Advisors 

 

Weight Distribution by Sustainability Score Category by Sector 

Adjusted Market Index versus Sustainability Strategy as at of 30th June 2021. 

 

 
Source: Dimensional Fund Advisors 
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Exposure to Greenhouse Gas Emissions and Potential Emissions from Reserves 

Adjusted Market Index versus Sustainability Strategy as of 30th June 2021. 

 

 
Source: Dimensional Fund Advisors 

 

Dimensional Core Global Sustainability Fixed Income Fund 

The following charts compare the relative exposure to sustainability factors through the 

funds along with the impact on greenhouse emissions. 

 

Weight Distribution by Sustainability Score Category by Sector 

Adjusted Market Index versus Sustainability Strategy as at of 30th June 2021. 

 

 

 
Source: Dimensional Fund Advisors 
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Exposure to Greenhouse Gas Emissions and Potential Emissions from Reserves 

Adjusted Market Index versus Sustainability Strategy as of 30th June 2021. 

 

 
Source: Dimensional Fund Advisors 
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7. Portfolio Implementation 

BpH Wealth seeks to deploy these fund options in constructing its ‘Sustainable’ portfolios 

and ‘ESG’ portfolios by making the following substitutions (in blue) when compared to the 

funds populating the core ‘Global’ portfolios. Notably, it is not yet possible to construct fully 

‘Sustainable’ or ‘ESG’ portfolios yet as the options available are either too limited, drift too 

far from the core risk and return characteristics of the underlying market or cannot be seen 

to achieve the necessary sustainable or ESG goals. 

 

We continue to work to identify further options to enhance the sustainable and ESG 

characteristics of these portfolios. 

 

BpH Wealth Global 

Portfolios 

BpH Wealth Sustainability 

Portfolios 

BpH Wealth ESG 

Portfolios 

Dimensional Global Core 

Equity  

Dimensional Global 

Sustainability Core Equity  

Vanguard ESG Developed 

Markets All Cap Equity 

Index  

Dimensional Emerging 

Markets Core Equity 

Dimensional Emerging 

Markets Core Equity 

Vanguard ESG Emerging 

Markets All Cap Equity 

Index 

Dimensional Sterling 

Inflation Linked 

Intermediate Fixed Income 

Dimensional Sterling 

Inflation Linked Intermediate 

Fixed Income 

Dimensional Sterling 

Inflation Linked Intermediate 

Fixed Income 

Vanguard UK Investment 

Grade Bond Index 

Dimensional Global 

Sustainability Fixed 

Income 

Dimensional Global 

Sustainability Fixed 

Income 

Dimensional Global Short 

Dated Bond 

Dimensional Global Short 

Dated Bond 

Dimensional Global Short 

Dated Bond 

iShares Global Property 

Securities Equity Index 

iShares Global Property 

Securities Equity Index 

iShares Global Property 

Securities Equity Index 
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8. Fund Costs & Charges 

Initial Charges and Costs 

The Vanguard funds utilise swing pricing, which seeks to treat all investors fairly, ensuring 

you pay the same price on a given day, whether investors are buying or selling.  This can 

result in additional costs, which cannot be known in advance.  In practice, the costs should 

be negligible and we include this note for completeness.   

 

Ongoing Charges and Costs 

Item 

Dimensional 
Global 

Sustainability 
Core Equity 

Dimensional 
Global 

Sustainability 
Fixed Income 

The Vanguard 
Global ESG 

Fund 

Vanguard 
ESG 

Emerging 
Markets All 
Cap Equity 

Index 

Annual 
Management 
Charge (AMC)1 

0.22% 0.24% 0.20% 0.25% 

Overall Fund 
Charge (OCF)2 

0.28% 0.30% 0.20% 0.25% 

Transaction 
charges3 

0.05% 0.05% 0.01% 0.01% 

Total 0.33% 0.35% 0.21% 0.26% 

 

 

  

 
1 The managers charge for running the fund. 
2 The managers charge for running the fund plus associated costs. 
3 The costs of buying and selling assets within the fund. 
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9. Risk warnings 

Investing in ‘sustainable’ or ‘ESG’ portfolios present a number of risks and disadvantages 

that you should be aware of.   

 

A key factor is that of diversification. By restricting the investment universe by adopting a 

sustainable or ESG overlay, your ability to diversify your investments can be more limited 

and/or access to certain asset classes, regions or sectors can be reduced. In turn, this can 

increase the risk or volatility of your portfolio and may reduce the potential income and 

growth for the degree of risk you are taking when compared to an unrestricted approach.   

 

Associated fees and costs can be higher as a result of the additional work involved in 

screening and implementing an ESG overlay. 

 

Definitions of ESG are subjective. What might be an acceptable investment to one investor 

might not be to another. Similarly, the impact or outcome of an ESG approach can be 

difficult to measure and therefore a cost-benefit analysis is not possible in practice. 

 

Any further specific product or investment risks will be fully described in the Key Features 

document and recommendations provided prior to you making any investment. You should 

study these and raise any concerns with your adviser. 

 

Please note that unit prices may go down as well as up and if you withdraw your money in 

the early years, you may get back less than you have paid in. Past performance is not 

necessarily a guide to the future. 
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10. Summary 

BpH Wealth is currently able to offer two variations of its core portfolio without greatly 

sacrificing broad market diversification and the risk and return characteristics of the core 

portfolios.  These are: 

• The BpH Wealth Global Sustainability Portfolios; and  

• The BpH Wealth Global ESG Portfolios  

It is important to note that it is not possible to achieve sustainability and ESG criteria for all 

asset classes within the portfolios at present. Sustainability and ESG investing is still a new 

but rapidly developing field. We will continue to keep an eye on developments with a view to 

including more ESG and sustainability integration into our portfolios without significantly 

compromising on diversification or cost. 

 

The BpH Global Sustainability Portfolios 

The BpH Global Sustainability Portfolios makes use of the: 

• Dimensional Global Sustainability Core Equity Fund; and 

• Dimensional Core Global Sustainability Fixed Income Fund. 

These: 

• Apply numerical scores based on facts 

• Underweight the environmental under achievers 

• Overweight the environmental over achievers  

• Allow peer comparison and tilting towards more sustainable companies 

• Allow more accurately delivering market rate of return with small and undervalued 

bias. 

• Apply certain exclusions and refinements based on specific ethical considerations. 

We consider this a one ‘step’ from our core portfolios in achieving a more responsible 

outcome without restricting the available stocks or sectors as strongly as the BpH Wealth 

Global ESG portfolios. This also encompasses the ability to target higher potential returns by 

investing in smaller and more undervalued companies. 

 

The BpH Global ESG Portfolios  

The BpH Global ESG Portfolios make use of the:  

• Vanguard ESG Developed World All Cap Equity Index Fund; 

• Vanguard ESG Emerging Markets All Cap Equity Index Fund; and 

• Dimensional Core Global Sustainability Fixed Income Fund. 

Vanguard uses an index tracking approach but applies strict criteria to exclude companies 

and as such is the less diversified than Dimensional. 
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The BpH Wealth Global ESG portfolios are two ‘steps’ from our core portfolios in that the 

restrictions applied limit the investable universe more. Further, the Vanguard funds seek to 

target the broader market returns without focusing on the higher potential returns by 

investing in smaller and more undervalued companies. 
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11. Summary Comparison 

Variable 
Dimensional Global Sustainability Core Equity Fund &  
Dimensional Global Sustainability Fixed Income Fund 

Vanguard ESG Developed Markets All Cap Equity Index Fund & 
Vanguard ESG Emerging Markets All Cap Equity Index Fund 

Controversies Child Labour 
Companies cited for child labour practices are generally excluded 
Factory Farming 
Companies cited for rearing livestock using particularly intensive 
methods are generally excluded 

This refers to companies which do not meet the standards on labour, 
human rights, environmental and anti-corruption set out by the 
United Nations Global Compact Principles. 

Non-renewable 
energy 

Environmental Considerations 
All companies in the investment universe receive a sustainability score 
based on five variables in order to be included in the fund.  85% of the 
score relates to Greenhouse Gas Emission Intensity, 15% to other 
measures.  Top contributors to greenhouse gas emissions are then 
excluded or underweighted 
Coal 
Companies with meaningful coal reserves or revenue related to coal are 
generally excluded 
Palm oil 
Companies with meaningful revenue related to palm oil are generally 
excluded 
Other Considerations 
Companies may be excluded for other factors believed to be important 
to investors interested in sustainability 

Exclusions include companies that own proved or probable reserves in 
coal, oil or gas or whose primary business activity is the production, or 
supporting products and services, of coal, oil or gas. Also excluded are 
companies that generate revenues from nuclear power production or 
related activities. 

Vice products Tobacco 
Companies with meaningful revenue related to tobacco products are 
generally excluded 

Companies that produce adult entertainment are excluded, as are 
those that produce alcoholic beverages, tobacco products or provide 
gambling services. 

Weapons Controversial weapons 
Companies involved in the production of cluster munitions, anti-
personnel mines, chemical and biological weapons, nuclear weapons 
and depleted uranium ammunition and armour are generally excluded 
Civilian Firearms 
Companies involved in manufacturing civilian firearms are generally 
excluded 

Companies that produce firearms or ammunition and other weapons for 
military or non-military use are excluded. Also excluded are companies 
produce specific and critical parts or services for nuclear weapon 
systems, chemical or biological weapons, cluster munitions and anti-
personnel mines. 

Basis of overlay Full benchmarks used, overlay applied ESG screened benchmarks used (FTSE ‘Choice’ Benchmarks) 

Number of holdings  Global Sustainability Core Equity c. 5,628 
Global Sustainability Fixed Income c. 461 

ESG Developed Markets All Cap Equity Index c. 4,255 
ESG Emerging Markets All Cap Equity Index c. 2,974 

Exclusions (against 
equivalent fund) 

Global Sustainability Core Equity c. 1,500 based on available universe 
Global Sustainability Fixed Income – N/A 

ESG Developed Markets All Cap Equity Index c. 2,757 
ESG Emerging Markets All Cap Equity Index - Unavailable 

Small and Value 
Exposure 

Approximately 10% overweight In line with market 

 


