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Doing Good
Avoiding Harm
Making Money

Pennine Wealth Solutions LLP

What are the Positive Pennine Portfolios

Pennine Wealth Solutions is an FCA regulated Managed Portfolio
Service, based in the foothills of the Pennines in Chorley. We manage
in excess of £150 million on behalf of thousands of investors. Many
investors are in the North West, but increasingly new ones are
coming to us from other UK locations.

The Positive Pennine Portfolios are designed to:

We offer several ranges of investment portfolios. Each range is based
on a themed objective. We do this to satisfy most investor’s needs
and requirements.
In August 2016 we launched the Positive Pennine range.

DO GOOD
AVOID HARM
MAKE MONEY
Positive Pennine has been warmly welcomed
by both old and new investors. Performance to
date has been strong, and investor feedback has
been fantastic. This has prompted us to do some
significant research into general investor attitudes
to positive investing. The results received press
exposure. In 2017 one third of all investors tell us
that they want some or all of their investments
in this area.

What is Positive Investing?
This booklet has been prepared to give a simple
overview of positive investing. If you care about
the sustainability of our planet, you want your
investments to do some social or environmental
good, or you just want to avoid the nasties,
then please read on.

Over the past 40 years, many terms or headings
have evolved to describe doing good. Terms such
as Green, Environmental, Ethical, Sustainable.
The acronym ESG is often used, where E
stands for environmental, S stands for social
and G for good corporate governance.
All of this has become confusing to the general
public, who may wish to participate. They become
lost in a sea of terminology.
A Cumbrian Research Firm, 3D Investing has seen
through all of this. Its founder John Fleetwood,
has been researching positive investing for over
25 years. John has created two key measures by
which an investor can measure the quality of a
fund or a portfolio of funds. These two measures
are, the 3D rating and the Impact Score.
In 2017 John was awarded the Sustainable
Investment award for Innovation (research
& methodology) by Investment Week,
for his work in this area.
It should also be said at this point, that John
Fleetwood provides the research to enable
the Positive Pennine Portfolios to be created.

Positive Investing explained
Positive Investing is an overarching term to
describe investing in areas that do some
good in the world. They must also avoid
the bad. Being investments they must
also make investor’s money!
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The 3D Star Rating System

Designed and developed by John Fleetwood,
the founder, and the original chairman of
The Ethical Investment Association.
Cumbrian John is a communications
partner for Positive Pennine.
The 3D Star Rating System scores funds and
other investments. Scoring is based on their
ethical screening, sustainability criteria, or
environmental and social themes.

The Portfolio Manager is Ari Towli of Smart Investment
Management. You may know of Ari from his previous
work on the Gartmore Absolute Return Fund. Ari and his
team separately reviews the universe presented to him
by 3D Investing. He uses a traditional efficient frontier
modeling process.
The holdings are chosen to maximise their 3D rating,
whilst also fitting with appropriate asset class weightings,
for volatility ranges, set by Pennine Wealth Solutions.

We believe that the 3D method will become
the industry standard as this movement grows.

Investments are then rated from 1 star to 5 stars.
5 stars, being a real pioneer. 1 star, is where the
fund does do a small amount of good, but may
also contain holdings that cause concern. Current
examples of 5 stars funds are Triodos Sustainable
Pioneer and FP WHEB Sustainability.
Each holding is then rigorously tested for, and
ranked using such criteria as, ESG (Environmental,
Social and Good Corporate Governance),
positive social impact, transparency,
and financial track record.
John Fleetwood creates the universe from
which Pennine Wealth Solutions select suitable
investments for the Positive Pennine Portfolios.

Ari back tests the portfolios over a 20 year period.
This is to stress test the portfolio performance in
various market conditions. The result is a range
of strategic models.

The Positive Pennine Portfolios were launched
on 1st August 2016. This followed two years
of preparation and research. You can view their
current financial and impact performance at:
www.positivepennine.co.uk

These strategic models are then overlaid with a
tactical asset allocation view, using several inputs.
These include third-party research, respected fund
manager views, and industry knowledge.

We believe these portfolios to be very high in their
IMPACT on the world’s challenges.
How can we say that? Read on and learn more.

The final result are the 7 Positive Pennine
Portfolios, suited to investors from medium to
high risk tolerances. Ari runs the portfolios on the
basis of a hard ceiling (must not go above a set
volatility), and a soft floor (happy to take less risk
for the same equity like returns).

HIGH
RISK

LOW
RISK

Pennine Portfolios
Positive Pennine Portfolios
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Doing Good

Avoiding Bad

Investing in firms or projects that do good is very specific. The reason or
major objective of that organisation must be to do good. A firm that makes
widgets, but does this in a way that is carbon neutral, would not qualify.
If the business objective was bringing clean drinking water and modern
sanitation to third world people, this would qualify.

Many investors want their portfolios to be placed where they can avoid the bad stuff.

Solving the problems of the planet has been defined more clearly,
by the United Nations. They have created a structure of 17 UN
Sustainable Development Goals. Any investment in an organisation
whose objective is to solve one of these UN Goals is called an
IMPACT investment.

More recently we have debated how to categorise major multinational
internet firms who avoid paying Corporation Tax by creating
headquarters in offshore tax havens such as Luxembourg and Dublin.
If we do include them in any of our portfolios, this will be flagged
up to investors.

What is Impact Score?

Making Money

Investors in traditional funds are used to viewing and analysing performance data. When we created
the Positive Pennine portfolios, we wanted to add something extra. John Fleetwood has helped us do
this by creating the impact score. An investor can now analyse and compare seemingly similar funds or
portfolios, which might not be very similar at all.

All investors want to make a return commensurate with the amount of risk they are able to accept.
Positive Investing has over the decades and in most western markets provided a return over the longer
term at least equal to the typical non positive. Research by RBC in this area is available on the website
www.positivepennine.co.uk.

The Impact rating is aligned with the United Nations Sustainable Development Goals. This is a set of
17 Social and Environmental objectives to eradicate poverty and environmental degradation by 2030.

The graph below shows the returns made by the Positive Pennine Portfolios since their launch 31st July
2016 to 31st January 2020.

This can be subjective. One person’s definition may be different to another’s!
The major industries to avoid include, Arms and Weapons, Pornography,
Gambling, Tobacco, Fossil Fuels, such as oil and coal.

The impact score states the extent to which the portfolio invests in solutions to social and environmental
challenges, and also the extent of any ethical compromises.

HIGHER
RISK

LOWER
RISK

The impact score is the percentage of the overall portfolio, held in companies, investments or funds
who’s main objective is to provide a direct solution to a social or environmental challenge.
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Past performance is no guarantee of future returns and investments can go down as well as up.
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Some examples

Jargon Buster

Here are 4 examples of companies. They range in order from the very best to the unacceptable.

There is a lot of information to navigate through to ensure that investments are Avoiding
Harm, Doing Going and Making Money. One of the key factors is understanding the
Jargon that is used when discussing investments. Here is a list of the top six terms
used and their meanings.

This should give you a better feel for how all this research comes together.

High Negative Impact

ESG Leader

British American Tobacco (BAT)

Aviva

BAT is one of the largest manufacturers of
cigarettes in the world, a product which has
severe negative health impacts. Tobacco use is
the single greatest cause of preventable death
globally. The World Health Organization (WHO)
estimates that each year tobacco causes about 6
million deaths (about 10% of all deaths).

This well-known insurer has instigated a number
of initiatives that mark it out as a sustainability
leader amongst insurers. In particular, the
company was the first insurer to go carbon
neutral, and has used its influence and experience
to drive sustainable market-wide capital markets
reform. Aviva was also one of the first large asset
managers to make the integration of ESG factors
part of the pay criteria for investment employees.

Limited Positive Impact
WM Morrison

Solutions-Based

Like other supermarket chains, this group has
implemented a number of positive initiatives,
but overall, the company does not fully embed
sustainability in its business operations and cannot
be regarded as a sustainability leader in its sector.
The company also relies on an out-of-town,
car-based, business model.

Civitas
This Real Estate Investment Trust was the first
to invest in social housing. The need for more
funding is evident from the 4.5 million people
on the waiting list for social housing in the UK.
Civitas is addressing this need by buying social
housing properties from Housing Associations.
This releases capital for them to build more new
homes, and allows them to focus on specific
geographic areas and housing types, which
increases the efficiency of their operations.

Sustainable Investing
Investing in companies that don’t compromise
the future health of the plant in providing
their products or services. Often includes
companies that are providing positive
solutions to environmental challenges.
Ethical Investing
Can be used as a general term for incorporating
personal values into investment, but is usually
synonymous with avoiding companies on the
basis of their activities (e.g. tobacco, armaments).
SDGs – The United Nations Sustainable
Development Goals
These are 17 global goals for the year 2030 to
address poverty, tackle climate change, improve
health and education, and to reduce inequality.
They are increasingly being used to map the
positive impact of funds.

ESG – Short for Environmental, Social and
Governance
Which means considering environmental, social
and business governance factors as part of the
financial management process. Many, if not
most funds, now incorporate some from of
ESG into their decision making, but it tends to
focus on governance – i.e. executive pay, board
composition and so on.
Impact Investing
A term which is becoming widely used (and
misused), but in its true form, means intentionally
investing for positive social and environmental
impact, with a commitment to measuring
the impact.
Greenwashing
This term is used to describe when a company
provides a misleading impression of how their
products are environmentally sound.
.

Investors should remember that the value of investments, and the income from them, can go down
as well as up. Investors may not recover what they invest. Past performance is no guarantee of future
results. Any mention of specific security should not be interpreted as a solicitation to buy or sell
specific security.
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Case Studies

Investing in sustainable materials

Wind energy

The pressure on resources has never been greater, driving business to produce more
from less. In turn, this creates opportunities for companies benefiting from this
tailwind. For example, Triodos Investment Management invests in DS Smith – a leading
supplier of sustainable packaging. DS Smith’s core business is the manufacturing of
corrugated packaging that is largely made of recycled material. In addition, the company
manufactures paper and plastic packaging and provides recycling services.

Wind power generation has grown fairly rapidly in the past decade and the UK is now the
sixth largest wind power producer in the world after China, the USA, Germany, India and
Spain.

Recycling is an important part of the company’s
business model; roughly 88 per cent of the fibres
used for the corrugated board is manufactured
from recycled sources. By recycling the paper
fibres in cardboard, the company saves over
360,000 trees being cut down every year.
Following recent trials, the company’s paper mill
in Kent also has the capacity to recycle up to 2.5
billion coffee cups – that’s the amount we use in
the UK every year.
However, some challenges remain because there
needs to be improvements in the infrastructure
to segregate and collect coffee cups from
consumers all over the UK. The company is,
therefore, working with the coffee cup supply
chain, policymakers, the recycling industry, and
coffee lovers across the UK to build a sustainable,
long-term recycling solution.
The attractions of DS Smith have not been lost
on investors, and the stock is currently held
by several of the funds in the Positive Pennine
Portfolios including the Triodos Sustainable Equity,
Triodos Sustainable Pioneer and Janus Henderson
Sustainable Global Growth funds.
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DS Smith could
recycle up to

2.5

billion

coffee cups

At Kemsley
Mill annually

Data released by National Grid shows a
combination of wind farms, solar and nuclear
energy, alongside energy imported by subsea
interconnectors, delivered 48.5% of Britain’s
electricity in 2019 compared to 43% generated
by fossil fuels. The remaining 8.5% was generated
by biomass*.
In 2017, 15% of the UK’s entire electricity was
generated from wind power, enough to power
12.7 million homes across the country. This makes
wind our primary source of renewable energy
in Britain at the present time. In fact, we now
generate twice as much energy from wind
power as we do from coal - great news for
the future of the country and our planet.
*Source: National Grid
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