Why sustainable investing

has stood the test of time

When | was growing up, | was always taught that doing the right
thing would lead to a better outcome. This guidance has stayed
with me throughout my career and, looking back on nearly a
quarter of a century of running sustainable funds, the advice
seems apt.

A sustainable approach has always seemed the right way go
about investing and despite some recent pushback, sustainable
investing has worked. True, it has not always enjoyed a smooth
path, but challenges have usually been short term in nature.

Recently, these have come in the form of geopolitical issues
that have boosted the shares of energy producers and weapons
manufacturers.
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But the advantage of having more than two decades of returns
to examine is that we can step back from such short-term noise
and look at what has worked and why?

We can see that our flagship sustainable funds, and those of
many competitors, have actually performed very well against
their peer groups and benchmarks over the past 20+ years.
Our Sustainable Leaders fund sits very comfortably ahead
of its benchmark and peer group since launch.

Past performance is not a guarantee or reliable indicator of
future returns. The impact of fees or other charges including
tax, where applicable, can be material on the performance of
your investment. The impact of fees reduces your return.
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Source: RLAM, Morningstar as at 30 April 2026. Fund performance figures are stated gross of fees and gross of tax, based on
mid-day prices in GBP for the Royal London Sustainable Leaders Trust (C Acc). The index for the Fund is FTSE All-Share Index.

Index performance is based on close of business prices.
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During this time sustainable strategies have endured numerous
style rotations, market cycles and global shocks: from the
aftermath of the 11 September attacks, through the global
financial crisis, Covid, and today’s unsettled geopolitical
environment. These have been periods when markets have
rewarded very different investment styles. Yet sustainable
funds have come through all of these turbulent times and
emerged in good shape.

In my view, this is more than just good fortune. As an investor

you can maybe be lucky for a few years, but it’s not possible to be
lucky for more than 20 years. Longevity through multiple market
environments is a sign that something more structural is at work.

So why has sustainable investing worked? What is it about
adopting a sustainable approach that has created this
advantage? To answer this, we need to look at the changes
that sustainable investing has brought to the wider industry.

An information advantage

Perhaps the most significant change is the sheer amount

of information that we now get from companies relating to
environmental, social and governance issues. Importantly, the
quality of this information has also improved by leaps and bounds.

Looking back, the kind of information that we got from
companies 20 years ago would not even merit a ‘poor’
disclosure rating by today’s standards. The superior
information now available is highly additive. It allows us to link
sustainability to financial outcomes and to better understand
risks, while assessing corporate resilience to those risks,

and to identify good businesses to invest in.

Those of us running sustainable funds were at the vanguard
when it came to requesting more information, but the whole
industry has benefited. ‘Traditional’ investors focused on profit
and loss, balance sheets and cash flow can also benefit from
understanding how labour practices, supply chain management,
governance structures or environmental factors affect long-
term value. This allows everyone to potentially make much
better investment decisions.

This is why ESG analysis folded itself into fundamental
research. It’s not a separate exercise or a moral overlay. There is
no virtue in ignorance of ESG factors when making investment
decisions. If better information even occasionally leads to a
better outcome, then we believe that this additional level of

‘tyre kicking’ can consistently generate additional alpha.

Influencing the agenda

The second major change over the last 20 years is the amount
of influence that we now have over the behaviour of companies.
Back in the early 2000s, most sustainable or ethical products
were based largely on screening. If you wanted to avoid specific
companies or sectors that was possible, but that was where the
role of investors ended.

Engagement with companies on ESG issues and opportunities
to influence their behaviour were minimal. Yes, we could

meet with management to discuss traditional financial issues,
but most companies simply would not put environmental or
social topics on the agenda.

Compare that to today’s world, where the weight of global
sustainable capital in the market means engagement with senior
management on issues like climate strategy, working practices,
or governance structures is now routine.

We need only look at the recent rebellion by shareholders to
BP’s plans to scrap its climate reporting to see the influence
that shareholders can now have on big global emitters.

In more recent years, we have seen the growing importance of
‘stakeholder wealth’. This concept asserts that while shareholder
returns remain a key focus, they are no longer viewed in
isolation. Companies that understand the importance of human
capital, environmental capital and broader societal relationships
are often better placed to sustain returns over time. In turn,

they benefit from lower costs of capital and higher long-term
valuations. This concept would have seemed alien to many of

my contemporaries in the investment world 20 years ago.

What would a world without sustainable
investing look like?

To those that were cynical about the potential benefits of
sustainable investing, it’s worth looking at what the world
might look like if they had been right, and if doing the right
thing really was a worthless pursuit.

It’s true that companies may have made improvements to their
operations for financial reasons, for example to avoid fines and
lawsuits. And had companies failed to respond to sustainability
issues, governments may have stepped in more forcefully.

But history suggests that increased regulation is not always the
most efficient route to better outcomes. Investor-led change has
often proved more flexible, more targeted and more effective.

The absence of sustainable investors would mean that many

of the benefits we have gained from increased corporate
disclosures would have been missing. Given that lower quality
outputs, in my view, the lack of this information would probably
have manifested itself in lower long-term returns for clients.

The effect on customer choice would also have been negative.
Without sustainable investment options, many individuals would
have had nowhere to invest their long-term savings in a way that
aligns with their values. Encouraging people to invest is one of our
industry’s major challenges. Removing options would only have
alienated more people from the benefits investing can provide.

As we can see, sustainable investing today looks very different
to crude exclusions-based approaches of 20-odd years ago.
The push for more data, better disclosures and improved
corporate accountability has helped deliver benefits for

those of us that have always cared about sustainability issues,
alongside clients more widely.

So having spent all these years doing the right thing when it
comes to investing, it’s very encouraging that it does indeed
seem to have resulted in better outcomes, both for clients
and for society.


https://www.ft.com/content/eeaac3fe-399c-46bc-9838-2d325d4d3eb8?syn-25a6b1a6=1
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Risks

Concentration risk

The price of Funds that invest in a reduced number of
holdings, sectors, or geographical areas may be more
heavily affected by events that influence the stockmarket
and therefore more volatile.

Counterparty risk

The insolvency of any institutions providing services such
as safekeeping of assets or acting as counterparty to
derivatives or other instruments, may expose the Fund

to financial loss.

EPM techniques risk

The Fund may engage in Efficient Portfolio Management (EPM)
techniques, including holdings of derivative instruments. Whilst
intended to reduce risk, the use of these instruments may expose

the Fund to increased price volatility.

Exchange rate risk

Investing in assets denominated in a currency other than the
base currency of the Fund means the value of the investment
can be affected by changes in exchange rates.

Responsible investment risk

The Fund can only invest in holdings that demonstrate compliance
with certain sustainable indicators or ESG characteristics. This
reduces the number of securities in which the Fund can invest and
there may as a result be occasions where it forgoes more strongly
performing investment opportunities, potentially underperforming
non-sustainable funds.



Contact us

For more information about our range of products and services, please contact us.

Royal London Asset For advisers and For institutional
Management wealth managers client queries

80 Fenchurch Street, bdsupport@rlam.co.uk institutional@rlam.co.uk
London EC3M 4BY +44 (0)20 3272 5950 +44 (0)20 7506 6500

For further information, please visit www.rlam.com

We are happy to provide this document in braille, large print and audio.

Important information
For professional clients, not suitable for retail clients. This is a marketing communication.

Diversification does not assure a profit, or protect against loss, in declining markets. Portfolio characteristics and
holdings are subject to change without notice. The views expressed are those of the author at the date of publication
unless otherwise indicated, which are subject to change, and is not investment advice.

Issued in May 2026 by Royal London Asset Management Limited, 80 Fenchurch Street, London EC3M 4BY.
Authorised and regulated by the Financial Conduct Authority, firm reference number 141665. A subsidiary of The
Royal London Mutual Insurance Society Limited.

The Trust is an authorised unit trust scheme. The Manager is RLUM Limited, authorised and regulated by the
Financial Conduct Authority, with firm reference number 144032.

For more information on the Trust or the risks of investing, please refer to the Prospectus or Key Investor
Information Document (KIID).

FTSE indexes and data are an intellectual property of FTSE International Limited (“FTSE”). “FTSE” is a trade mark
of the London Stock Exchange Group companies and is used by FTSE under licence. The Index is calculated by FTSE
or its agent. FTSE makes no claim, prediction, warranty or representation either as to the results to be obtained from
the Fund or the suitability of the Index for the purpose to which it is being put by Royal London Asset Management.

Source: Royal London Asset Management unless otherwise stated.
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