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BMO GLOBAL ASSET MANAGEMENT RESPONSIBLE UK EQUITY FUND

OUR FUND PROFILES provide an in-depth review of our leading rated funds and are designed to give advisers, paraplanners 

and analysts an ‘under the bonnet’ view of the fund. In providing more detailed commentary than a standard fund factsheet 

we believe our fund profiles set the standard for the next generation of research notes, aiding in fund selection and in 

meeting the ongoing suitability requirements expected by the FCA, and helping ensure firms deliver good client outcomes.

All of our rated funds are subject to rigorous and ongoing scrutiny on both a qualitative and quantitative basis. Our fund 

methodology is available for download from the RSMR Hub – www.rsmr.co.uk

The BMO Global Asset Management Responsible UK Equity Fund has been an RSMR Responsible rated fund since January 

2021 and is listed within the RSMR Responsible classifications as Ethical. 

Originally launched in 1984, it is a UK equity fund that originates from the asset manager who created Europe’s first ethically 

screened fund in the same year. 

Benchmarked against the FTSE All Share, the fund comprises UK equities and seeks to deliver capital growth with some income 

whilst outperforming the benchmark.

The fund is bottom-up in construction with an investment process that leads to many of the large capitalisation companies in the 

UK market not being permissible for inclusion. This results in the fund having greater exposure to mid and small cap companies. 

The focus on risk within the investment process, combined with the screen, as well as holding quality companies with strong balance 

sheets has served the fund well, especially during the market turbulence of March and April 2020 and the subsequent recovery. 

Stuart Ryan, Chartered FCSI, Chartered Wealth Manager, Investment Research Manager, RSMR

Stuart graduated from the University of Wales Swansea with a degree in Law and commenced 

his career in finance in 2004 at HSBC in Canary Wharf. He has gained wide range of experience 

in finance ranging from investment management and investment banking to financial trading and 

market making.

Stuart worked for over 6 years at London based IFA Holden & Partners as Investment Manager 

leading the in-house investment team. This included portfolio construction (including SRI & ESG 

portfolios), investment research, conducting face-to-face meetings with both fund managers 

and clients and being a member of the internal investment committee. He was subsequently the 

Performance & Risk manager at Redmayne Bentley based in Leeds and sat on the various asset 

allocation committees as well as the Model Portfolio Service committee

Stuart is a Chartered Fellow of the Chartered Institute for Securities and Investment (CISI) as well 

as a Chartered Wealth Manager.
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The BMO Global Asset Management Responsible UK Fund is classified 

within the IA UK All Companies sector which comprises funds which invest 

at least 80% of their assets in UK equities, with the primary objective 

of achieving capital growth. It is the largest of the IA sectors, with over 

£150bn (November 2020) funds under management invested in over 250 

investment funds. Consequently, this encompasses a significant number of 

strategies and methodologies, from passive FTSE trackers through to more 

specialist funds, making a peer group comparison difficult. The sector 

tends to have consistent fund flows as many of the funds are used as core 

equity holdings in most asset allocations and resulting portfolios. 

Although the UK economy is gradually reducing its global influence in GDP 

terms, with the rise of the new emerging economies, it is still home to 

some of the world’s leading companies and brands. Over time, the UK may 

gradually become a smaller part of an investor’s portfolio as other markets 

increase in importance but for the time being it should remain a core part 

of a UK investors overall holding. 

The UK stock market is one of the largest and most efficiently run. It is 

well understood and offers access to a huge variety of companies, as well 

as providing the ability to reduce currency risk by holding sterling assets. 

That said, the events surrounding the Covid-19 pandemic have seen many 

companies in the UK market experience disruption, both operational and 

financial. The UK market underperformed its global peers during 2020 as 

the cloud of a potential hard Brexit compounded investor sentiment against 

an already challenging backdrop. In addition, the UK market, by its very 

construct, has very different sector constituents compared to other global 

markets, which has proved a headwind during the events of 2020 where 

indices comprised of technology names were the natural beneficiaries. 

The uncertainty surrounding a ‘no deal’ with the European Union was 

finally removed in December 2020 increasing sentiment for the UK from 

investors. This added to the Covid-19 vaccine breakthrough announced 

in November 2020 providing optimism with markets, including the UK, 

responding accordingly. 

Like many global economies, the UK experienced a dramatic decline in 

gross domestic product in 2020 as the pandemic spread and restrictions 

were imposed on citizens. The second quarter of the year saw a decline 

greater than 18% followed by a 16% increased in the third quarter. At the 

time of writing the data for the fourth quarter has yet to be announced. 

The government faces a difficult task to bring the economy back to pre 

Covid-19 levels, but the recent vaccine deployment bodes well with the 

Bank of England expecting the economy to recover in 2021 as the vaccine 

programme is rolled out and economic activity increases as restrictions 

are reduced. 

The events of 2020 have highlighted the need for active management 

where stresses were experienced across the full index and the wider 

economy. The ability to screen out parts of the market has proved 

beneficial with the BMO Responsible UK Equity Fund applying this as part 

of the investment process over the long term. 

IA UK ALL COMPANIES
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BMO Global Asset Management forms part of the BMO Financial Group and 

is wholly owned by the Bank of Montreal (BMO). BMO is a 200-year-old 

institution serving over 12 million customers across the world, and the 8th 

largest bank, by assets, in North America. With total assets of CAD$852 

billion as of 31 October 2019 and over 45,000 employees, BMO provides 

a broad range of retail banking, wealth management and investment 

banking products. 

BMO is publicly listed on the New York (NYSE) and Toronto (TSX) stock 

exchanges.

BMO GLOBAL ASSET MANAGEMENT
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BMO GLOBAL ASSET MANAGEMENT RESPONSIBLE UK EQUITY FUND

Managers Catherine Stanley, Peter Ewins

Structure OEIC

IA Sector UK All Companies

Launched 1st June 1984

Fund Size £442.3m (31.01.2021)

Fund Management Team
The Responsible UK Equity Fund has inputs from three distinct areas, 

namely the Investment Management team, the Responsible Investment 

team and the Responsible Investment Advisory Council. The overall process 

is led by the Portfolio Managers within the Investment Management team. 

Investment Management team – The Investment Management team is 

led by Catherine Stanley and comprises seven investment professionals 

(five portfolio managers and two analysts) that form the Global Small 

Cap team within the wider Global Equities team at BMO Global Asset 

Management. The team use fundamental bottom-up research to build 

a portfolio from the investment universe of the fund. The team initially 

identify companies for possible inclusion in the investable universe with 

Responsible Investment Team assessing the company against the screening 

criteria of the fund. 

Responsible Investment team – The Responsible Investment Team 

comprises nineteen investment professionals with individual sectoral 

responsibilities. Most of the team are based in London with some team 

members based in Toronto. The team are responsible for conducting in 

depth research on companies that are proposed for investment, covering 

environmental, social and governance issues. From this research a decision 

is made on whether a company can be included in the investable universe 

of the fund utilising input from the Responsible Investment Advisory Council. 

The team are also responsible for the ongoing engagement and proxy 

voting for all companies held in the strategy. 

Responsible Investment Advisory Council – The Responsible Investment 

Advisory Council comprises six members and is presided over by the 

Most Reverend Justin Welby, Archbishop of Canterbury. The primary role 

of the council is to provide advice on the ethical criteria whilst utilising 

the councils collective experience across responsible investment, ethical, 

environmental, and social issues. 

The lead manager of the fund is Catherine Stanley and the alternate 

manager of the strategy is Peter Ewins.

Catherine Stanley – Managing Director and Head of Global 
Small Cap

Catherine Stanley is a Managing Director and Head of the Global Small 

Cap Equity team. Since June 2009, Catherine has been Lead Manager 

of the BMO Responsible UK Equity Fund and the BMO Responsible UK 

Income Fund and in June 2013 the Global Small Cap Equity Fund was 

launched with Catherine as Lead. She joined the Group in 2000. Prior to 

this Catherine spent nine years at Framlington, where she managed both 

retail and institutional UK smaller company funds. She has an MA (Hons) in 

Geography from the University of Oxford and is a member of the CFA.

Peter Ewins – Director, Portfolio Manager, Global Small Cap.

Peter Ewins is a Director and Fund Manager in the Global Small Cap Equity 

team. Peter joined the Group in 1996. Prior to this, he worked for Municipal 

Mutual Insurance and Commercial Union Insurance (1989-93) and ESN 

Pension Management (1994-96). Peter has a BA (Hons) in Economics and 

Statistics from the University of Exeter and is a member of the CFA Society 

of the UK. 

Fund Objectives & Targets
The BMO Global Asset Management Responsible UK Fund aims to provide 

long-term capital growth with some income. It is an actively managed fund 

that invests in a diversified portfolio of predominantly UK equities that meet 

the ethical criteria of the investment process. 

The fund is benchmarked against the FTSE All Share, and seeks to 

outperform the benchmark by investing in high-quality companies (mainly 

listed in the UK) that demonstrate a commitment to sustainability. 
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Investment Philosophy & Process
The responsible investment philosophy of the fund is built upon the three 

pillars of avoid, invest, and improve. For avoidance, the team seek to avoid 

companies with damaging or unsustainable business practices. For invest, 

the team invest in companies that make a positive contribution to society 

and the environment. For improve, the team use their influence as investors 

to encourage best practice management of environmental, social and 

governance (ESG) issues through engagement and voting. The pillars are 

the same across all of the responsible funds managed at BMO Global Asset 

Management.

The key principles of the investment philosophy are as follows:

z The team are stock pickers and believe in the fundamental analysis of 

businesses focussing on their model, finance and management

z It is important where possible for the team to have meetings with 

companies and important to focus on potential risks 

z Buying and selling are equally important in adding value 

z Clear portfolio construction is an important discipline for the stock 

picking approach.

The seven strong team are bottom-up active stock pickers with a bias to 

quality in building a portfolio that has a long-term focus. The team-based 

approach focuses on delivering consistent performance which is achieved 

by the investment process whilst avoiding highly speculative areas, trend 

and momentum investing and macro positions. 

The primary focus of the process is in holding quality companies whilst 

being aware of the overall risk of the portfolio with the team looking at 

the downside for companies rather than holding speculative investments. 

These factors take precedence over valuation. 

The investment process comprises the following steps:

1. Idea Generation

The investment process commences with idea generation within the team, 

as the functions of fund management and research are combined into 

one. Ideas can be generated from corporate access due to the long-held 

relationships with the management of the companies in which the fund 

can invest. External input can come from brokers that add value within 

individual sectors, with the team conscious of any bias that may be 

perceived when a broker is positive or negative on a particular company. 

Due to this, brokers are used for their detailed knowledge of companies 

rather than pursuing recommendations. The team can also draw on other 

teams within BMO.  

Ideas can also be generated from industry conferences, ESG research or 

via sector/thematic research. As a UK focused strategy, the focus of the 

team is on UK stocks.

Once ideas have been identified, they must then pass the ethical and 

sustainable criteria of the fund to be then permitted into the investable 

universe. 

2. Ethical and sustainable screening

Stocks that are identified for investment are subject to screening by 

members of the Responsible Investment team to determine whether the 

company is permissible for the fund’s investment universe. 

The screen on the fund can be subdivided into product based and 

conduct based. The product-based screen removes areas such as alcohol, 

gambling, nuclear power generation, oil, gas & coal reserves, pornography, 

tobacco and weapons. For the conduct-based screen, companies will 

be excluded that fail to address the key ESG impacts of their operations. 

In the environmental area, this includes the impact on climate change, 

biodiversity loss, waste management and water consumption. For social 

this covers human rights, labour standards, product safety, animal testing 

& welfare and responsible sales & marketing. Governance covers bribery & 

corruption and compliance & ethics. 
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BMO Global Asset Management publish a Responsible Investment 

Strategies Summary Criteria document that contains full details of the 

exclusion criteria adopted and this can be obtained from the BMO Global 

Asset Management website. 

The application of the screens contributes to the small and mid-cap bias of 

the fund which is typically around 50% allocated to FTSE 100 companies 

and 50% allocated to small and mid-cap names. 

The Responsible Investment team undertake a quarterly monitoring 

process to identify any changes that have occurred to a business (e.g. 

through a merger or acquisition), whether companies are still meeting the 

ESG criteria of the fund or if there have been any controversies that could 

impact a company (e.g. corruption or mis-selling). 

The Responsible Investment Advisory Council is involved in the 

development of the screening utilised by the fund as well as reviewing the 

ratings of companies invested in.

The portfolios are mapped to the UN Sustainable Development Goals (SDGs) 

using a conservative methodology only including the percentage of turnover 

that directly links to the relevant goal whilst excluding any division of the 

business that does not. This results in approximately 60% of the portfolio 

turnover directly linked to the UN Sustainable Development Goals. 

3. Fundamental analysis

Each of the portfolio managers has different sectoral responsibilities for 

conducting research and all are seeking to locate high quality companies 

that are attractively valued. To determine this, each company is analysed 

covering the company’s background, its strategy, financials and industry 

dynamics. The competitive advantages of the company are identified, as 

well as assessing the management team for any strengths or weaknesses. 

Detailed valuation analysis is undertaken covering discounted cash flow 

models and relative valuations to determine whether the company is 

attractively valued. Catalysts are also identified which may impact the 

share price going forward. 

When assessing companies, the team focus on three areas, namely 

high-quality businesses, strong management/governance and valuation 

(attractive price). The following list highlights some of the considerations 

for each area. 

z High quality business

 • Well-articulated model

 • Competitive advantages

 • Free cash flow generative

 • Financial strength

 • ESG and sustainability

z Strong management/governance

 • Proven management team

 • Consistent execution

 • Responsible capital allocators

 • Appropriate incentives

 • Transparent

z Attractive price

 • Identification of long-term value creators

 • Repeatability of returns

 • Strength of balance sheet

 • Quality of accounting

ESG factors are used as a risk management tool and are factored into 

the analysis of the business model and the assessment of the quality 

of the management. This may result in adjustments to the valuation 

measures used if deemed appropriate. To aid in this assessment, the 

portfolio managers work with the Responsible Investment team whilst 

using the Morgan Stanley Capital International (MSCI) ESG Research 

ratings and analysis. This helps to identify key issues by industry and 

then rates companies on ESG performance in both absolute and relative 

terms to their respective industry. The Responsible Investment team also 
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take into account twenty key governance indicators when adjusting the 

MSCI score for a company to derive a BMO score. This score is reviewed 

by the investment team, however for the small and midcap space this is 

not relied upon due to the limited (or inaccurate information) available 

Although the team use third party research to aid in the process, they 

undertake their own assessment with the Responsible Investment team to 

understand the ESG risks for a specific company. 

The team discuss areas of interest at their investment meeting that takes 

place three times per week, however this can take place outside of the 

weekly schedule if required.

4. Portfolio construction

Companies that are included in the portfolio are selected from the 

screened investable universe of UK equities, however, to be included, the 

company must primarily meet the investment criteria and have a purpose 

within the portfolio. The application of the screens leads to natural sectoral 

biases as certain sectors are excluded. For example, companies within 

basic materials, energy and consumer staples are not permitted. This 

naturally leads to a bias towards permitted sectors such as industrials, 

technology and financials. 

The fund typically consists of 60-75 holdings with a maximum permissible 

position size of 10% and a minimum initial position size of 0.75%. There is 

no formal set weighting towards small and mid-cap companies, although 

these types of companies do typically form 40%-50% of the portfolio. 

This is due to the team seeing these companies as a diversified source 

of growth. Cash levels are typically less than 3%, although the upper 

permissible limit is 10%. 

When considering a stock for inclusion in the portfolio, the team assess 

whether its inclusion will enhance the quality or shape of the portfolio, 

the valuation is attractive, or it is a more compelling or attractively valued 

compared to an existing holding. 

In terms of sell discipline, there are four reasons that would instigate a sell:

z There is a change to the investment thesis, or the thesis becomes  

 broken.

z Confidence is lost in the business model or management

z A company’s valuation becomes stretched

z A more compelling or cheaper alternative opportunity is found

5. Engagement and proxy voting

The Responsible Investment team are responsible for all ESG research, 

engagement and voting for the fund, although the investment team also 

undertake engagement. Companies that are held are monitored and 

where applicable are engaged with either via dialogue or via voting rights 

to encourage best practice. Companies are encouraged to address ESG 

issues in order to manage the risk as well as the performance of the 

investment. 

As the fund has a small and mid-cap bias, the team have established 

direct relationships with the businesses in which they invest and as such 

they undertake engagement in their meetings. The Responsible Investment 

team conduct engagement however this is more on a top-down thematic 

approach. 

For the twelve months up to the end of September 2020, the Responsible 

Investment team engaged with 51 companies held within the portfolio which 

equates to approximately 79% of the fund. The voting record for holdings 

within the fund is available on the BMO Global Asset Management website.

Portfolio Construction Parameters
The fund is bottom-up in composition and as such there are no formal 

constraints in terms of sector allocations, although diversification is 

factored into the portfolio construction process. As a UK equity fund, the 

fund predominantly invests in UK equities seeking to outperform the FTSE 

All Share. 

The portfolio usually consists of 60-75 stocks with position size limits of 

between 0.75% and 10%. Active share is around 63% with a tracking 
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error range of 3-9%, although this is typically below 7%. Cash tends to be 

below 3% but can be up to 10% of the fund. 

The investment process and ethical screen results in the fund having a 

greater exposure to mid and small cap names compared its to peers. 

Although there is no set limit to this exposure, the fund is usually 

positioned between 40-50% towards mid and small cap names with this 

exposure contributing to the potential capital growth of the fund. 

Turnover in the fund is typically 10% to 20% per annum.
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PAST & CURRENT POSITIONING/STRATEGY

Applying the Responsible and Sustainable criteria results in approximately 

250 names that are acceptable across the FTSE 100, FTSE 250, Small Cap 

and AIM. These names can be selected from to construct the portfolio. The 

percentage of acceptable names per index does not change materially 

with around 60% of the FTSE 100 permissible for example. This number 

reduces as you go down the capitalisation scale. 

Putting this into context, the top 20 names in the FTSE All Share by market 

capitalisation constitute over 50% of the value due to the concentration 

of the UK market. Names such as AstraZeneca, HSBC and Unilever are 

available to the manager whereas Rio Tinto, Diageo and Reckitt Benckiser 

are not. Currently twelve of the twenty names are permissible, and these 

will be typically found in the portfolio as either overweight, underweight or 

neutral positions. The larger permissible companies in the index are held 

in the portfolio due to firstly, the fund being benchmarked against the FTSE 

All Share from a performance perspective, and secondly to manage the 

overall risk characteristics of the portfolio by maintaining the tracking error 

of the portfolio within the accepted parameters. 

Turnover in the portfolio is low and as such the top ten holdings do not 

vary greatly over time. For example, AstraZeneca, GlaxoSmithKline and 

Experian have been constituents of the top ten for some time with the 

manager not expecting that to change. Likewise, the FTSE 100 positions 

in the portfolio do not vary greatly due to team focusing on the best quality 

companies in individual sectors. This avoids duplication as the index has 

options in many sectors. 

In terms of more recent key changes that have taken place in the 

portfolio, Ferguson experienced a robust 2020 due to the US housing 

and construction backdrop. This appreciation resulted in the company 

becoming a top ten holding replacing Compass which has been more 

impacted by the pandemic as a contract caterer. JD Sports has also 

moved out of the top ten due to the pressures experienced by the retail 

sector against the pandemic backdrop. 

Computacenter experienced a robust period and has also been held in 

the portfolio for the long term. The company has announced a series of 

upgrades and is one of the few companies that the fund can invest in that is 

expected to beat earnings expectations as they benefitted from working with 

customers who moved to work remotely due to the restrictions imposed. 

Wheaton Precious Metals is a gold and silver royalties company that 

is held in the portfolio as the team are positive on both of the precious 

metals. The company does not have any mining operations itself, instead it 

takes royalty streams from high quality assets in non-controversial parts of 

the world undertaking ESG analysis of who it will take the royalty streams 

from. The team are positive on gold as an inflation hedge for 2021 against 

the loose monetary policy backdrop and silver due to its role in the wider 

theme of electrification. 

‘the nature of our process is very much focused on quality, focused on 
balanced sheets, focused on risk’  

– Catherine Stanley

As you would expect, the team have been through the holdings in 

the portfolio in light of the changing market backdrop that has been 

experienced in 2020 to ensure they were still comfortable to hold each 

name. As the manager states, ‘the nature of our process is very focused on 

quality, focused on balance sheets and focused on risk’ which means the 

team have not had to undertake major wholesale changes in the portfolios 

in response to the backdrop. 

The travel and leisure weightings have been reduced in the portfolio 

with SSP and Whitbread sold. Prior to the removal of Whitbread, the fund 

had exposure to three hotel names (namely Dalata, Intercontinental and 

Whitbread). The team elected to remove Whitbread to reduce the portfolio 

exposure to hotels in light of the reduction in tourism due to the pandemic. 

The decision to keep the other two names was driven by valuation (Dalata) 

and geographic exposure (Intercontinental). As the portfolio exposure to 

travel and leisure needed to be reduced, Whitbread was the best candidate 

of the three names to achieve this at the time.

The fund does not have exposure to equivalent high growth names that 

have prospered against the pandemic backdrop, such as in the US for 
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example, due to the very nature and construct of the market. Experian is the 

closest holding in the portfolio that provides some access to this area. Due 

to price appreciation, profits have been taken out of Experian and Rentokil 

with those profits being moved into Morgan Advanced Materials (specialist 

products manufacturer), Polypipe (piping systems), and The Gym Group 

(fitness clubs). Lundin Mining has been added to as it provides exposure to 

copper as part of the wider electrification theme. In addition, Balfour Beatty 

(construction) has been added to as well as the ship broker Clarkson. 

In summary, the changes that have taken place are where the market has 

moved on and as such the manager has had to revaluate and reposition 

e.g. travel & leisure, with more recent changes in the portfolio towards 

more cyclically exposed names. However, this change would have taken 

place anyway and is not a direct change due to the events of the pandemic. 

The following pie chart illustrates an example of the underlying sector 

equity exposure (excluding bonds) in the portfolio. 

Industrials, 31% 

Health Care, 15% 

Financials, 14% 

Consumer 
Discretionary, 11% 

Technology, 8% 

Basic Materials, 6% 

Consumer Staples, 5% 

Utilities, 4% 

Telecommunications, 
3% Real Estate, 2% Cash, 1% 

Source: BMO Global Asset Management 
(31/10/2020). Numbers may not add up to 100% 
due to rounding or the exclusion of cash. The fund 
is actively managed and its composition will vary. 
Fund details and characteristics are as of the date 
noted and subject to change.
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-8.5% 

-6.5% 

-3.4% 

-0.9% 

-0.8% 

0.4% 

0.7% 

1.4% 

3.7% 

6.0% 

17.8% 

-15.0% -10.0% -5.0% 0.0% 5.0% 10.0% 15.0% 20.0% 

Consumer Staples 

Financials 

Energy 

Basic Materials 

Real Estate 

Consumer Discretionary 

Utilities 

Telecommunications 

Cash 

Health Care 

Technology 

Industrials 

Sector Allocation 
Relative to Benchmark Sector Allocation Relative to Benchmark

The following bar chart illustrates the relative sector allocation of the 

portfolio compared to the benchmark. As can be seen, due to the screens 

applied, the fund will be naturally underweight energy, consumer staples 

and basic materials. This leads to a natural overweight in other sectors 

which are permitted.

Source: BMO Global Asset Management (31/10/2020). The fund is actively managed 
and its composition will vary. Fund    details and characteristics are as of the date noted 
and subject to change.

Industrials has always been the largest overweight sector as it comprises 

support services and construction. Construction has been added to as the 

portfolio has moved to a more cyclical position. Many engineering names 

are not permitted in the portfolio due their defence exposure. 
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PERFORMANCE

BMO Responsible UK vs IA UK All Compnanies Sector (January 2016-January 2021)

Over the five-year period from January 2016 to January 2021, on a total 

return basis the fund delivered 46.97% versus 34.84% for the wider IA 

UK All Companies sector. As can be seen from the chart, the focus on 

risk within the investment process, combined with the screen, as well as 

holding quality companies with strong balance sheets has served the fund 

well, especially during the market turbulence of March and April 2020 and 

the subsequent recovery. 
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The impact of the weak oil price in response to the economic backdrop of 

2020 had a negative effect on names such as Royal Dutch Shell and BP. 

Neither name is held in the portfolio due to the screens that are applied. 

Computacenter experienced strong returns in response to the pandemic 

and increased remote working. This is a name that has been held for the 

long term in the portfolio highlighting the benefits of mid cap exposure in 

the portfolio. Other names that have contributed positively include Experian 

and Dechra Pharmaceuticals. For the latter, the company specialises 

in veterinary pharmaceuticals with demand maintained through the 

pandemic. Wheaton Precious Metals benefitted from the appreciation of 

the underlying prices of both gold and silver. 

In terms of detractors, the key theme for 2020 was exposure to names 

impacted by travel restrictions. This includes names such as SSP Group 

(food and beverage outlets at airports and railway stations), National 

Express Group (public transport), On The Beach Group (holiday retailer) and 

Compass Group (contract catering). Due to the portfolio being naturally 

underweight the key sectors of energy, consumer staples and basic 

materials, it will be overweight other areas. Consequently, travel and 

leisure has been an area the fund has been overweight and has been a 

challenge in terms of the length and depth of the pandemic. 

Detractors also include names that are not permitted, such as Rio Tinto, 

Reckitt Benckiser, British American Tobacco, Paddy Power and Scottish 

Mortgage (the fund is not permitted to own closed-ended collective 

vehicles held in the index). 

‘The portfolios remain relatively low turnover, from a universe of 250 
names from which we are looking to pick the best sixty to seventy’ – 

Catherine Stanley

The events of 2020 highlighted the benefit of having the breadth of 

experience within the team and the process that is used. By investing 

in quality companies, with good management, whilst avoiding highly 

leveraged businesses, the team will avoid many of the pitfalls. The team 

have never been keen on owning highly leveraged businesses and that 

is the type of exposure that would have caused issues to the portfolio in 

2020 if held. The focus on risk has held the team in good stead as well. As 

the manager reiterates, ‘The portfolios remain relatively low turnover, from 

a universe of 250 names from which we are looking to pick the best sixty 

to seventy’.

Focusing on risk further, over the same five-year period the fund has 

delivered this outperformance versus the wider IA UK All Companies sector 

whilst taking marginally more annualised risk. This is demonstrated by the 

following scatter chart.
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The Responsible UK fund is constructed with a long-term view. Due to this, 

there will be periods where the fund will have tailwinds (e.g. the oil price 

weakness of 2020), however in other years there may be headwinds. As 

such, quarter to quarter movements are not material and as long as the 

team focus on investing in quality companies with robust balance sheets, 

then the portfolio is better positioned to navigate disruption over shorter 

periods of time.
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SUMMARY & EVALUATION

Originally launched in 1987, the BMO Global Asset Management 

Responsible UK Equity Fund seeks to outperform the FTSE All Share 

whilst applying an ethical and sustainable screen. The primary focus of 

the investment process is to hold quality companies with strong balance 

sheets whilst being aware of the overall risk of the portfolio. Due to this, 

the team are conscious of the downside for companies rather than holding 

speculative investments. 

ESG considerations are factored into all aspects of the investment process 

as part of the overall risk management of the portfolio. The screens, in 

part, lead to a small and mid-cap bias within the portfolio (which can range 

between 40-50%) with this exposure contributing to the capital growth of 

the overall portfolio.

Headed by Catherine Stanley, the Global Small Cap team have been 

working together over the long term and the team is well resourced 

comprising seven members, five of which are portfolio managers and two 

are analysts. Catherine has been the lead manager of the fund since 2009 

providing consistency during her stewardship.

Performance has not been hindered by the screens applied, in fact these 

have benefitted the strategy at times. This was seen during the onset of the 

pandemic and the rapid decline of the oil price when having no exposure 

provided a tailwind to the fund. However, there will be times when these 

tailwinds can turn to headwinds. Overall, the fund has delivered returns 

ahead of the wider IA UK All Companies sector average whilst taking 

marginally more annualised risk. 

The fund is low turnover with a focus on risk that results in a tracking 

error range of between 3-9%, however it is typically less than 7%. The 

combination of the Responsible Investment team defining the investable 

universe and the portfolio managers focusing on the investment case for 

each company, produces a diversified UK equity portfolio that is suitable for 

investors capital growth with some income.
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ABOUT US

Established in 2004 RSMR provides research and analysis to firms working 

across the UK’s personal financial services marketplace. 

Our work is completed with total impartiality, without any conflict of 

interest and delivered to a high professional standard by a team of 

experienced and highly qualified people.

Working with advisers
We provide specialist research, analysis and support to a diverse range 

of financial advisers and planners helping them to deliver sound advice 

to their clients, backed by rigorous and structured research and due 

diligence.

The main regulatory body in the UK, the FCA, states that personal 

recommendations made by advisers should be ‘based on a comprehensive 

and fair analysis of the relevant market’ and this has led to closer scrutiny 

of the whole advice process. Our solutions are designed to help advisers 

meet these challenges whilst recognising that advisory firms require a 

range of flexible options that best meet their own business needs and 

those of their clients.

Working with providers
We work with all the leading fund groups, life and pension companies 

and platform operators across the financial services sector offering 

straight forward and pragmatic advice to help add value and improve their 

business performance and efficiency whilst treating customers fairly in line 

with FCA requirements.

Ratings
Our innovative ratings are now recognised as market leading and cover 

a broad area of investment solutions including single strategy funds, SRI 

funds, Multimanager and multi-asset funds, DFMs and investment trusts. 

Our familiar ‘R’ logo is now recognised as a trusted badge of quality by 

advisers and providers alike and a ‘must-have’ when selecting funds. Our 

ratings are founded on a strict methodology that considers performance 

and risk measures but places a greater emphasis on the ability of fund 

managers to continue to deliver performance in the years ahead. based on 

our in-depth face-to-face meetings with fund managers across the globe. 

We understand financial services and we will work alongside you to deliver 

tailored solutions that are right for your clients and your business. 

Our research. Your success.

The data and information in this document does not constitute advice 
or recommendation. We do not warrant that any data collected by us, 
or supplied by any third party is wholly accurate or complete and we 
will not be liable for any actions taken on the basis of the content or 
for any errors or omissions in the content supplied.

All opinions included in this document and/or associated documents 
constitute our judgement as at the date indicated and may be changed 
at any time without notice and do not establish suitability in any 
individual regard.

©RSMR 2020. All rights reserved.
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