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INTRODUCTION

OUR APPROACH TO RESPONSIBLE
INVESTMENT

The Responsible Investment Policy outlines
Munro Partners’ (“Munro”) approach to include
environmental, social and corporate governance
(“ESG”) considerations into our investment process.

Munro Partners’ Responsible Investment approach,
in order of importance, is to:
1.

Munro Partners is a signatory to the United Nationssupported Principle for Responsible Investment
(“PRI”), the world’s leading proponent of responsible
investment.

2.
3.

Munro recognises and is committed to consider
ESG in the course of its investment process and in
the monitoring of portfolio investments.
MUNRO’S INVESTMENT PHILOSOPHY AND ESG
Munro Partners is a global investment manager with
a core focus on growth equities. Munro Partners’
investment philosophy has three overriding principles:
•
•
•

earnings growth inevitably drives stock prices;
sustained earnings growth is worth more than
cyclical earnings growth; and
the market often misprices this growth and its
sustainability.

Munro recognises sustainability as a key factor in its
investment philosophy and that ESG contributes to
sustainable financial performance.
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Assess and integrate ESG risks into our
investment process;
Observe negative screening advice from firms
where we provide investment management
services; and
Where material ESG risks are identified, to act
responsibly through direct engagement, proxy
voting and/or divesting in such companies.
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RESPONSIBLE INVESTMENT ORGANISATIONAL STRUCTURE
As a boutique fund manager, Munro does not have a dedicated Responsible Investment (“RI”) or ESG resource. The
CEO and COO provide the framework and undertake industry monitoring. We utilise exclusion lists provided by CI
Investments which we comply with under our Investment Advisory Agreement for our Canadian domiciled funds. ESG
research and integration into our company price target models is conducted by the Investment team, led by the CIO.
This is actively supported by members of the operations team focused on risk management, access to Sustainalytics
resources and the preparation of external reports. We perform regular portfolio reviews against ESG ratings to identify
new issues or changing circumstances that may require further investigation.

Chief Executive Officer
Chief Operating Officer

Chief Investment Officer

Opertations Team
provides support and
analysis to Investment
Team as Sustainalytics
and Risk Champions

Operations Team

Investment Team
Stock Champions

ESG score integrated into Munro’s
qualitative score in company research
packs. Review Sustainlytics research.
Review company announcements and
reports for ESG.

List of Exclusions
provided by CI
IMA reporting
to GSFM; IAA
reporting to CI and
external reporting to
UNPRI

Sustainalytics
scores and reporting
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Policy Setting, Industry Monitoring,
Stakeholder analysis, External reporting
(UNPRI)
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OVERVIEW OF THE MUNRO PARTNERS INVESTMENT PROCESS
Munro’s investment universe consists of global equities that have structural growth tailwinds. Our investment
process is designed to identify and invest in companies that have the potential to grow at a faster rate and on a more
sustainable basis than the peer group. We take a long-term view on structural changes (“Areas of Interest”) and the
underlying winning and losing stocks.
The first part of Munro’s investment process is Idea Generation: the identification of the secular growing equity
universe and the sub-category Areas of Interest or structural change.
The second part of the process are the qualitative and quantitative tests. There are five qualitative traits that underpin
a great growth company:
• growth – faster earnings than its peers;
• economic leverage – pricing power or leverage to improve margins;
• sustainability – ability to sustain that growth;
• control/ESG – strong management ownership, ESG and long-term aligned incentives; and
• customer perception – strong customer reviews and rapid adoption
The quantitative process tests the assumptions. Our in-house valuation models include price targets which may
differ from consensus; but the best ideas have each of earnings upside, multiple upside and a catalyst. Finally,
portfolio construction is where Munro’s risk management and controls developed over multiple market cycles
culminate.
1. IDEA GENERATION

Growing
equities

Secular
growing
equities

3. IDEA EVALUATION QUANTITATIVE

Potential
for earning
surprise

Potential for
multiple re-rating
/ de-rating

Growth

Faster revenue growth versus peers and a
growing total addressable market

Economic leverage

Pricing power or economic leverage to be
able to improve margins

Sustainability

Ability to sustain growth due to scale,
position, intellectual property &/or
locational advantages

Control / ESG

Strong management ownership, ESG and
aligned incentives

Customer perception

Strong customer reviews and rapid
adoption of its products and services

4. PORTFOLIO CONSTRUCTION
Stocks

Typically 30-50 conviction positions

Portfolio exposures

Typical net exposure 50-100%
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Typical gross exposure 50-150%

Short exposure

Single stock short positions or portfolio
hedging

Currency

Managed for base currency benefit

Stop losses

Single stock & portfolio stop loss
framework
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PORTFOLIO

Best
ideas

Catalyst

UNIVERSE

Global
equities

2. IDEA EVALUATION QUALITATIVE
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HOW WE INTEGRATE ESG INTO MUNRO’S
INVESTMENT PROCESS

INTEGRATION OF THE UNITED NATIONS
PRINCIPLES OF RESPONSIBLE INVESTMENT

Three of the five qualitative tests in Munro’s
proprietary investment process include ESG
considerations through the assessment of
sustainability, control and customer perception.
Broadly, companies that are focused on short
term financial goals at the expense of long-term
sustainability, ineffective control governance and
poor customer perception are excluded from our
investment universe.

The PRI are a set of six investing principles developed
by investors and supported by the United Nations.
They are designed to give appropriate consideration
to ESG factors into the decision-making process.
Munro has voluntarily signed on to the UNPRI (on
the 16th January 2020) and is committed to the six
principles:

Heightened environmental, social or governance
issues or unmanaged ESG risks will inevitably lead
to stakeholder dissatisfaction, weaker financial
performance, less sustainable earnings, exhibit
control governance issues and lower customer and
investor perception levels. That is, they will score
poorly using Munro’s qualitative tests. Specifically,
each of the Environmental, Social and Governance
risks are assessed, measured and quantified on
anindividual company basis.

1.

Munro will incorporate ESG issues into
investment analysis and decision-making
processes.

Munro is actively involved in considering and
incorporating ESG issues as outlined in this
Responsible Investment Policy, and our ESG and
Proxy Voting Policies.

A company specific ESG risk rating with a numerical
score is calculated and categorised as either
negligible, low, medium, high or severe. Munro
augments proprietary research with independent
industry-leading third party ESG expertise (currently
Sustainalytics), providing alternative perspectives on
ESG credentials of target investments.

Munro utilises a company specific ESG risk rating
with a numerical score; calculated and categorised as
either negligible, low, medium, high or severe.
Munro’s ESG policy and any updates are required
reading for the Investment team with feedback
encouraged for enhancements.

This ESG risk rating is then incorporated into the
Investment team’s assessment and calculation of
the control qualitative test to determine whether
the company’s ESG rating will materially reduce the
company’s quality score and therefore price target.
ESG issues are formally discussed as part of
company research.

2. Munro will be active owners and incorporate
ESG issues into our ownership policies and
practices.
We will exercise our voting rights. Our Proxy Voting
Policy and procedures outline policy in relation to
proxy voting of those companies we are invested,
including ESG issues.

A more detailed explanation and list of Environmental,
Social and Governance risks considered is included in
Munro’s ESG Policy.

Where we identify that minimum standards are
not being met by a company within our investment
universe, we may look to engage with the company to
improve ESG levels, avoid investment or simply divest.
Munro recognises and commits to consider material
ESG in the course of its investment process and in
the monitoring of portfolio investments to the extent
reasonably practical.
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3. Munro will seek appropriate disclosure on
ESG issues by the entities in which we invest.
Munro will encourage standardised sustainability
reporting on ESG issues and to be integrated within
annual financial reports.
Support shareholder initiatives and resolutions
promoting ESG disclosure.
4. Munro will seek appropriate disclosure on
ESG issues by the entities in which we invest.
Munro will include Principles-related requirements
in requests for proposals (RFPs), on our website and
in our marketing material.
5. Munro will work together to enhance our
effectiveness in implementing the Principles.
Munro will support networks and information
platforms to share tools, pool resources, and make
use of investor reporting as a source of learning

PROXY VOTING PRINCIPLES
The objective of the Munro Voting Policy is to ensure
we act in the best interests of our clients in our
respective funds. Voting rights are an important power
and only to be exercised to benefit all clients’ interests
and shall not be exercised in a way that benefits
Munro or any other party or interestat the expense of
our investors.
Munro maintains a set of procedures to assist
in exercising its voting discretion in a clear and
consistent manner. Munro’s Voting Policy covers the
process for any actual or potential conflict of interest
arises within the Investment team.
Voting instructions will be agreed with the Investment
personnel responsible for the underlying investment
with regard to material ESG issues. It should be noted
that Munro Partners is an active manager; not an
activist.

6. Munro will each report on our activities
and p rogress towards im pl em e nting the
Principles.
Munro completes an annual PRI questionnaire each
year to disclose how ESG issues are integrated within
our investment practices. For instance:

Our investment process is focused on management
alignment and control. As such, if we own a
company, we have taken a positive view on
management, their capability and alignment with
us as an investor. In this context, our general
approach to Proxy Voting is to vote in accordance
with management recommendations

•

ENGAGEMENT

•
•
•
•
•

Disclose active ownership activities (voting,
engagement, and/or policy dialogue);
Disclose what is required from service providers
in relation to the Principles;
Communicate with beneficiaries about ESG
issues and the Principles;
Report on progress and/or achievements relating
to the Principles using a ‘Comply or Explain’
approach;
Seek to determine the impact of the Principles;
and
Make use of reporting to raise awareness among
a broader group of stakeholders

The majority of individual or internal engagements
are completed by the investment team through
meetings with brokers, company executives
and industry experts. The investment team uses
their understanding of the company, industry
and themarket to prepare for and conduct these
meetings,which are generally focused on increasing
our understanding and depth of knowledge
surrounding our five qualitative criteria and three
quantitative criteria.
Engagement activities are not conducted in a
set format, with a predetermined set of criteria or
objectives that must be worked through. Munro
maintains a meeting register and investment staff have
targets for analyst and company meetingswhich are
recorded. Where our investment processidentifies
that appropriate standards are not being met by a
company, our default position is to divest.
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RELATED POLICIES

CONTACTING US

•

Our Philosophy and Approach: Munro Partners’
Responsible Investment Policy (this document)

You can contact us by mail, telephone, email or via
our website:

•

Our Views on ESG: Munro Partners’ ESG Policy

•

How we engage: Munro Partners’ Proxy Voting
Policy

Munro Partners
Level 12
80 Collins Street (South Tower)
Melbourne VIC 3000
+ 61 3 9290 0900
contact@munropartners.com.au
www.munropartners.com.au

These policies can be found on our website at:
www.munropartners.com.au/our-story/esg
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