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Demand for ethical investing has grown rapidly in 
recent years, and to meet that demand, so has the 
range of ethical investment styles. This has led to a 
huge array of terms and approaches, which can be 
bewildering to the uninitiated.

We’ve kept it simple by offering a choice of four Ethical Profiles (A-D) 
within our ethical solutions. Together these cover a range of ethical 
investment styles to suit different client views. 

This guide is designed to help you identify which of our four Ethical 
Profiles is the best fit for your client.

Please read this alongside our ethical adviser guide

Introduction

Read our handy Jargon Buster

Ethical investing has grown rapidly in recent years, and so has the terminology. 
So to help you with this, we’ve created a handy Jargon Buster. If you’d like a copy, 
please ask a member of the team.
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We offer a choice of four Ethical Profiles across 
ten Risk Grades:

Ethical Profile A: Responsible Leaders
Ethical Profile B: Sustainability Leaders
Ethical Profile C: Ethical Leaders
Ethical Profile D: Traditional Ethical Leaders

Funds within Ethical Profiles A and B focus on companies 
which demonstrate strong corporate governance (responsible 
management) and sound business responses to environmental 
and social issues (sustainability).

Our four profiles 
in a nutshell
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Investible universe

PIM Ethical Profiles

Responsible

Responsible 
Leaders

Sustainability 
Leaders

Sustainable Positive
Selection

Ethical 
Leaders

Negative
Screening

Traditional 
Ethical Leaders

Funds within Ethical Profiles C and D place a greater emphasis on 
avoiding controversial businesses and activities (ethical values).

What this means is that Ethical Profiles A and B are more positively 
orientated, whilst Ethical Profiles C and D have more negative screening. 
Each Ethical Profile has ten Risk Grades, so we can cater for all levels of 
risk appetite.

One size doesn’t fit all…
Each client will have their own personal views 
around ethical issues, so our Ethical Profiles aim 
to capture a broad cross section of the investible 
universe, to suit most people. 

Some of our profile styles overlap with others, but the graphic below 
gives you a broad idea of the core focus for each one.
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Ethical Profile A: 
Responsible Leaders

Positive investment approach

Focuses on good governance and encouraging 
responsible behaviour

Invests across all sectors, considering E, S and G factors

Clients who want the broadest exposure to ethical 
investing may prefer this profile

Defaqto 5 Diamond rated, demonstrating best in class risk 
adjusted returns and value
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Investment focus
This profile invests in good corporate citizens. 
Companies in these funds are selected on the 
strength of their corporate governance, and their 
leadership in environmental responsibility and 
social issues. 

The funds in this profile aim to encourage positive company behaviour 
through responsible voting practices and engagement with senior 
management (stewardship), to effect positive changes in their 
environmental, social and governance (ESG) policies. 

This strategy may include exposure to some sectors that traditional 
ethical investors may want to exclude from their portfolios.

Specific industry exposure
This profile selects funds that invest in companies 
demonstrating responsible behaviours around 
environmental, governance and social issues.

The fund managers may also be working with the companies they own 
to encourage further or faster progress. This positive approach is at 
the core of the strategy, and we don’t require funds to exclude specific 
sectors. This means there may be exposure to the following areas: 

— Armaments
— Pornography production
— Animal testing (non-medical)
— Human rights abuse
— Tobacco production
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Asset classes
This profile may include an allocation to the asset 
classes listed below, depending on the Risk Grade.

If you’d like to know more about this, please read the Important asset 
class information on page 20.

— Managed Liquidity
— UK Government Bonds (Gilts) – conventional and index linked
— UK Corporate Bonds
— UK Property
— UK Equity
— International Equity
— Emerging Markets / Asia Pacific ex Japan Equity

“I’ve seen first-hand the positive 
impact that active engagement has 
on responsible business behaviour, 
across a range of ESG issues.”
Chris Hegarty, Ethical Oversight Committee
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Ethical Profile B: 
Sustainability Leaders

Positive investment approach

Focuses on addressing environmental and 
social challenges

Invests across all sectors with a focus on environmental 
and social factors,  often leading to overweight 
allocations to healthcare, tech and renewables

Clients who care most about sustainability and tackling 
climate change may prefer this profile

Defaqto 5 Diamond rated, demonstrating best in class risk 
adjusted returns and value
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Investment focus
This profile invests in addressing environmental 
and social challenges. This goes beyond green 
technology to incorporate products and services that 
help us have more sustainable lifestyles.

The funds in this profile invest in companies that offer products and 
services to help address environmental and social challenges. They 
use positive, solution-based investment themes, investing in sectors 
such as energy, healthcare, transport, water and waste. The funds 
typically look for companies with leading sustainability practices and 
may encourage improved behaviour through engagement with senior 
management and responsible voting practices.

This strategy may include exposure to some sectors that traditional 
ethical investors may want to exclude from their portfolios.

Specific industry exposure
To transition to more sustainable lifestyles, a great 
deal of change in corporate practices is occurring.

This profile selects funds that invest in companies leading these 
changes and is likely to be overweight to sectors such as healthcare, 
technology and renewable energy.

The fund managers may be working with the companies they own to 
encourage further or faster progress. This positive approach is at the 
core of this strategy, and we do not require funds to exclude specific 
sectors. There may be exposure to the following areas:

— Armaments
— Pornography production
— Animal testing (non-medical)
— Human rights abuse
— Tobacco production



11 Choosing the right ethical solution for your client

Asset classes
This profile may include an allocation to the asset 
classes listed below, depending on the Risk Grade.

If you’d like to know more about this, please read the Important asset 
class information on page 20.

— Managed Liquidity
— UK Government Bonds (Gilts) – conventional and index linked
— UK Corporate Bonds
— UK Property
— UK Equity
— International Equity
— Emerging Markets / Asia Pacific ex Japan Equity

“Leading companies are 
helping drive the transition 
to a more sustainable world.”
Ray Dhirani, Ethical Oversight Committee
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Ethical Profile C: 
Ethical Leaders

Blend of positive and negative investment approaches

Focuses on addressing environmental and social 
challenges but with some screening

Aims to avoid controversial sectors, but allows up to 10% 
revenue from those sectors

Clients interested in investing in companies with a positive 
ethical purpose and some negative screening may prefer 
this profile

Defaqto 5 Diamond rated, demonstrating best in class risk 
adjusted returns and value
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Investment focus
This profile takes a balanced approach to values-
based investing. Funds held in the profile invest 
across a wide range of business types, including ‘best 
in sector’ companies that can help to deliver positive 
social or environmental benefits.

The funds in the profile combine positive environmental and social 
investment themes, with extensive negative screening criteria. They 
encourage positive company behaviour through engagement with 
senior management and responsible voting practices, where possible.

Specific industry exposure
Funds are chosen based on specific avoidance 
criteria, with fund managers looking to limit exposure 
to the following areas to a maximum of 10% of 
revenue for each of the underlying companies, where 
practically possible.

It’s important to highlight that we can’t guarantee that all of the screens 
will be applied all of the time, due to practical limitations. There may be 
exposure to the following areas:

— Armaments
— Pornography production
— Animal testing (non-medical)
— Human rights abuse
— Tobacco production
— Environmental damage
— Gambling
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Asset classes
This profile may include an allocation to the asset 
classes listed below, depending on the Risk Grade.

If you’d like to know more about this, please read the Important asset 
class information on page 20.

— Managed Liquidity
— UK Government Bonds (Gilts) – conventional and index linked
— UK Corporate Bonds
— UK Property
— UK Equity
— International Equity
— Emerging Markets / Asia Pacific ex Japan Equity

“Businesses with positive 
environmental and social 
practices are well placed to 
lead economic growth.”
Julia Dreblow, Ethical Oversight Committee
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Ethical Profile D: 
Traditional Ethical Leaders

Negative investment approach

Strictly focuses on avoiding investing in controversial 
business practices

People who want to avoid certain sectors with strict 
screening might prefer this profile

Aims to avoid controversial sectors, but allows up to 5% 
revenue from those sectors

Defaqto 5 Diamond rated, demonstrating best in class risk 
adjusted returns and value
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Investment focus
This profile represents a traditional approach to 
ethical investment with the emphasis on avoiding 
controversial businesses and activities.

The funds in this profile use the strongest set of ethical, social and 
environmental avoidance criteria available when making investment 
decisions, and many have screens beyond those listed below.

The funds in this profile may also encourage positive company 
behaviour through engagement with senior management and 
responsible voting practices, where possible.

Specific industry exposure
Funds are chosen based on specific avoidance 
criteria, with fund managers looking to limit exposure 
to the following areas to a maximum of 5% of 
revenue for each of the underlying companies, 
where possible.

It’s important to highlight that we can’t guarantee that all of the screens 
will be applied all of the time, due to practical limitations. There may be 
exposure to the following areas:

— Armaments
— Pornography production
— Animal testing (non-medical)
— Human rights abuse
— Tobacco production
— Environmental damage
— Gambling
— Alcohol production
— Nuclear power
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Asset classes
This profile may include an allocation to the asset 
classes listed below, depending on the Risk Grade.

If you’d like to know more about this, please read the Important asset 
class information on page 20.

— Managed Liquidity
— UK Corporate Bonds
— UK Equity
— International Equity
— Emerging Markets / Asia Pacific ex Japan Equity

“For traditional ethical 
investors, it is important 
to minimise exposure to 
contentious areas.”
Julian Parrott, Ethical Oversight Committee
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Fund characteristics
Ethical Profiles A and B

These profiles invest in funds that use positive and proactive stock 
selection and asset ownership approaches. For Ethical Profile A, this 
means focusing on funds with a strong ethos that leads them to invest 
in leaders across a wide range of industries, engaging with company 
management to encourage change where necessary.  

For Ethical Profile B, this means investing in funds that focus on 
sustainability. This leads to the funds investing in sector leaders, 
innovators and those solving environmental and social problems. The 
fund managers also engage with company management to encourage 
improvement where needed. There are no mandated negative screens 
within these Profiles. However, the underlying fund managers may 
apply screens at their discretion.

These funds may in theory invest across all sectors. We expect 
exposure to areas that are commonly excluded by ethical funds (e.g. 
armaments, pornography production, non-medical animal testing, 
human rights abuse and tobacco production) to be minimal. We monitor 
any exposures to contentious areas within the underlying funds held 
in our Ethical Profiles as part of our annual due diligence process, to 
ensure these are in line with expectations.

Important 
information
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Ethical Profiles C and D 

These profiles invest in funds that use an exclusionary approach to 
fund selection. We always try to seek out funds that align with all of our 
stated list of exclusions. However, we can’t guarantee that all of the 
screens will apply all of the time, due to practical limitations. Sometimes 
there aren’t enough funds available for us to build a well-diversified 
portfolio. This means that on occasion we may select a fund which 
aligns with the majority of the stated exclusions (5 of the 7 exclusions 
for Profile C and 7 out of 9 exclusions for Profile D). 

In addition, it may not always be possible for the screens to be applied 
at the targeted level (which is set at a 10% revenue limit for each of the 
underlying companies in Profile C, and a 5% revenue limit for each of 
the underlying companies in Profile D). In the event of not being able to 
find an appropriate negatively screened fund, we may select a fund that 
takes a positive approach to engaging with companies in order to effect 
beneficial environmental and social change.



20 Choosing the right ethical solution for your client

UK Corporate Bonds may have a relatively small exposure to gilts at the discretion of the fund manager for 
risk management purposes, in line with industry norms.

RG 1 - 4

RG 1 - 9

RG 1 - 9

RG 2 - 8

RG 5 - 10

Managed Liquidity

UK Government Bonds (Gilts)

UK Corporate Bonds

Property

Emerging Markets / 
Asia Pacific ex Japan Equity

Asset Class

Managed Liquidity invests in high quality short-dated bond funds which are unscreened, so it’s not possible to 
identify ESG, Sustainable or Ethical funds in this asset class. So, in the interest of transparency, we label this 
asset class as unscreened.

The fund managers consider ESG issues for the properties they invest in. Part of this is the sustainability 
assessment of each building in the portfolio. Fund managers also consider who the underlying tenants are. 
However it’s not possible to control this over time, and so there aren’t any explicit screens regarding the 
tenant exposures within the funds - which is why they’re excluded from Ethical Profile D. 

Gilts are generally acceptable within an ESG, Sustainable or Ethical fund due to the significant positive social 
benefit of the UK’s welfare system and National Health Service. However, they’re excluded from Ethical Profile 
D due to some investor’s views on defence spending.

Fund managers are selected for this asset class based on their broad ESG, sustainability, engagement and 
voting approach. Given their positive approach, we expect exposure to controversial areas to be minimal. 
However, it can be challenging to apply strict ethical screens due to the lack of data within emerging market 
economies compared to developed market economies. This means we can’t guarantee the exclusions will be 
applied at all times.

RG 1 - 4

RG 1 - 9

RG 1 - 9

RG 2 - 8

RG 5 - 10

RG 1 - 4

RG 1 - 9

RG 1 - 9

RG 2 - 8

RG 5 - 10

RG 1 - 5

Not held

RG 1 - 9

Not held

RG 5 - 10

Profile

Asset class information
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Clients with specific concerns
Our portfolios are designed to cater for a majority 
of investor views. This approach does mean that 
they might not appeal to clients with a specific list 
of concerns. In a situation like this, it may be better 
to explore a bespoke solution.

Important

Before helping your client make their final selection, please make sure you’ve read 
and understood the Important notes and Jargon Buster. These include further 
details about the underlying asset classes used in each profile. If you’ve got any 
questions, please get in touch with your RSM.
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Awards & ratings

Winner 2022

Platform of the Year 
UK Platform Awards 

5 Star 2013-2020

Best in Investment Service 
Financial Adviser 

5 Star 2015-2022

DFM MPS Direct
Defaqto

5 Diamond 2019-2022

DFM MPS Portfolio Family 
Defaqto

Winner 2018-2019 /
Commended 2021

Best Ethical DFM 
Moneyfacts

Gold 2018-2022

DFM Service
Defaqto



If you’d like to chat to us about our Ethical Solutions, 
or our wider proposition, please get in touch with us.

Phone:

03300 945 900
Email:

mail@parmenion.co.uk

Get in touch

Disclaimer: This document is only suitable for professional distribution. Any news and/or views expressed within this 
document are intended as general information only and should not be viewed as a form of personal recommendation. 
Parmenion accepts no duty of care or liability for loss occasioned to any person acting or refraining from acting as 
a result of any material contained within this document. Please note past performance is not an indicator of future 
performance, investment returns can go down as well as up.

Registered Office: Aurora,  
Counterslip, Bristol, BS1 6BX.
Website: www.parmenion.co.uk 

Parmenion Capital Partners LLP 
Authorised and regulated by the 
Financial Conduct Authority. 

FCA Number 462085.
Registered in England and Wales 
OC322243.
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