
Introduction
At Quilter we’re committed to giving you  
the information you need to invest in line  
with your needs and preferences. We have 
created this glossary to help you understand 
more about some of the terms used to  
describe responsible investment.

Active ownership 
This is where investors actively use 
voting and engagement to influence the 
management of companies with respect 
to environmental, social or governance 
factors. Similar principles are also used 
by investors in other asset classes such 
as fixed income, private equity or 
property. This will also involve active 
participation in industry and peer  
group collaborative initiatives. 

Carbon footprint
The total amount of greenhouse gases 
(including carbon dioxide and methane) 
that are generated by our actions. 

Carbon neutral
This is when the carbon emissions 
released into the atmosphere and 
removals caused by people (directly and 
indirectly) are in balance. This is not the 
same as net zero which includes 
greenhouse gas emissions.

Carbon offsets 
This broadly refers to a reduction in 
carbon emissions – or an increase in 
carbon storage (e.g., through land 
restoration or the planting of trees) – 
that is used to compensate for 
emissions that occur elsewhere. 

 

Carbon pricing 
The price for avoided or released  
carbon emissions. This may refer to  
the rate of a carbon tax, or the price  
of emission permits. In many of the 
models used to assess the economic 
costs of mitigating carbon emissions, 
carbon prices are used as a proxy to 
represent the level of effort in 
mitigation policies. 

Circular economy 
A model of production and 
consumption, which involves sharing, 
leasing, reusing, repairing, refurbishing, 
and recycling existing materials and 
products as long as possible. In this way, 
the life cycle of products is extended.

Definition sourced from the European 
Parliament.

Climate change
This refers to a change in the state  
of the climate that can be identified  
(e.g., by using statistical tests) and that 
persists for an extended period, typically 
decades or longer. Climate change may 
be due to natural internal processes or 
external forcings such as changes of the 
solar cycles, volcanic eruptions, and 
persistent anthropogenic (environmental 
change caused or influenced by people 
directly or indirectly) changes in the 
composition of the atmosphere or  
in land use. 

This is one of the three Quilter 
responsible investment priorities.

Definition sourced from the 
Intergovernmental Panel on Climate 
Change (IPCC).

COP 
An acronym for ‘Conference of the 
Parties’ that can be used to refer to  
the meetings of countries as part of  
the United Nations (UN) Framework 
Convention on Climate Change (UNFCCC). 
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Engagement
Investors enter into purposeful 
dialogue with companies, funds, 
industry bodies, and governments to 
discuss environmental, social, and 
governance related issues in order to 
gain more information or to encourage 
and achieve change. This may be in 
collaboration with other investors. 

ESG (Environmental, Social, 
and Governance)
The risks and opportunities related  
to ESG issues. 

Environmental - relating to the 
environment such as resource, water 
and land use, biodiversity, pollution, 
atmospheric emissions, climate  
change, and waste.

Social - relating to the relationship 
between companies and people,  
such as their employees, suppliers, 
customers, and communities. Examples 
of social issues of interest to investors 
include health and safety, labour 
standards, supply-chain management, 
and consumer protection. 

Governance - relating to the 
governance of an organisation, also 
referred to as corporate governance. 
Examples include board composition, 
executive remuneration, internal 
controls, and balancing the interests  
of all stakeholders. 

ESG integration 
The systematic and explicit inclusion  
of material ESG factors into investment 
analysis and investment decisions. 

Definition sourced from the UN-supported 
Principles for Responsible Investment (PRI).

ESG risks 
ESG factors that could have a material 
negative impact on the value of a 
company’s assets or its activities. 

Exclusions 
Excluding entire sectors, activities, 
companies, or countries from a fund  
or portfolio based on ESG criteria is 
known as ESG screening. Whilst 
excluding on moral or ethical views,  
or religious beliefs is known as  
ethical screening. 

Green bonds 
Differentiated from a regular bond by 
being “labelled,” i.e. designated as 
“green” by the issuer or another entity, 
whereby a commitment is made to use 
the proceeds of green bonds (i.e. the 
principal) in a transparent manner, and 
exclusively to finance or refinance 
“green” projects, assets or business 
activities with an environmental benefit. 

Definition sourced from the Organisation 
for Economic Co-operation and 
Development (OECD). 

 

Greenhouse gases (GHG) 
The Earth’s atmosphere is 
predominantly composed of Nitrogen 
(c.78%), Oxygen (c.21%) and Argon 
(c.0.9%). In contrast, naturally 
occurring GHGs such as carbon 
dioxide, methane, nitrous oxide, and 
ozone account for a tiny fraction of 
the atmosphere, but they are a critical 
part of the overall atmosphere 
composition as they play a significant 
role in trapping the Earth’s heat and 
warming our planet. If GHGs were not 
a part of the earth’s atmosphere, the 
average global temperature would be 
around -6°c compared to the c.15°c 
long term global average. Since 
industrialisation, GHG concentrations 
have rocketed, warming the planet at 
unprecedented rates. The major 
cause of the increase in carbon 
emisisons, in particular, has been the 
use of fossil fuels in producing energy.

Greenwashing 
Misleading or unsubstantiated  
claims made about environmental 
performance by businesses or 
investment funds about their 
products or activities. 

Since industrialisation, Greenhouse Gases (GHG) concentrations have rocketed, warming the planet at unprecedented rates. 



Human rights 
The rights inherent to all human beings, 
regardless of race, sex, nationality, 
ethnicity, language, religion, or any 
other status. Human rights include the 
right to life and liberty, freedom from 
slavery and torture, freedom of opinion 
and expression, the right to work and 
education, and many more. Everyone is 
entitled to these rights, without 
discrimination.

This is one of the three Quilter 
responsible investment priorities.

Definition sourced from the United Nations 
Human Rights Council (UNHRC).

Impact investing
Investments made with the intention to 
generate positive, measurable social 
and environmental impact alongside  
a financial return. 
Definition sourced from the Global Impact 
Investing Network (GIIN).

Just transition
A framework to ensure that the 
substantial benefits of a green economy 
transition are shared widely, while also 
supporting those who stand to lose 
economically – be they countries, 
regions, industries, communities, 
workers, or consumers. 

Definition sourced from the European 
Bank for Reconstruction and  
Development (EBRD).  

Natural capital 
The stock of renewable and non-
renewable natural resources (e.g., plants, 
animals, air, water, soils, or minerals) that 
combine to yield a flow of benefits and 
ecosystem services to society. 

This is one of the three Quilter 
responsible investment priorities.

Definition sourced from the Taskforce on 
Nature-related Financial Disclosures (TNFD).

Net zero
Achieved when anthropogenic 
emissions of greenhouse gases  
to the atmosphere are balanced 
by anthropogenic removals over a 
specified period. Where multiple 
greenhouse gases are involved, the 
quantification of net zero emissions 
depends on the climate metric chosen  
to compare emissions of different gases 
(such as global warming potential,  
global temperature change potential, 
and others, as well as the chosen  
time horizon). 

Definition sourced from the IPCC.

Paris Agreement  
(on climate change) 
A global agreement to strengthen the 
global response to climate change. It was 
agreed in 2015 that the global 
temperature rise this century should be 
kept to well below 2 degrees Celsius 
above pre-industrial levels and ideally 
below 1.5 degrees Celsius.

 

Responsible investment 
A strategy and practice to incorporate 
ESG factors in investment decisions and 
active ownership. 

Definition sourced from the PRI.

Stewardship 
The responsible allocation, management, 
and oversight of capital to create 
long-term value for investors and 
beneficiaries leading to sustainable 
benefits for the economy, the 
environment, and society. 

Definition sourced from the Financial 
Reporting Council (FRC).

Stranded assets 
Assets on corporate balance sheets that 
could rapidly lose their value as a result 
of forced write-offs. An example of this 
would be the value of fossil fuel assets 
that may not be realised owing to efforts 
to curb climate change. 

Sustainability focused 
investment 
Investment approaches that select and 
include investments on the basis they 
fulfill certain sustainability criteria and/
or deliver on specific and measurable 
sustainability outcomes. Investments 
are chosen on the basis of their 
economic activity (what they produce/
what services they deliver) and on their 
business conduct (how they deliver 
their products and services). 

Definition sourced from the Investment 
Association (IA).

Net zero emissions are achieved when anthropogenic emissions of greenhouse gases  to 
the atmosphere are balanced by anthropogenic removals over a specified period. 
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Task Force on Climate-related 
Financial Disclosures (TCFD)
The Financial Stability Board created 
the TCFD to improve and increase 
reporting of climate-related financial 
information. 

Task Force on Nature-related 
Financial Disclosures (TNFD) 
Formed to develop and deliver a  
risk management and disclosure 
framework for organisations to report 
and act on evolving nature related 
risks. The ultimate aim is to support  
a shift in global financial flows away 
from nature-negative outcomes and  
towards nature-positive outcomes. 

 

UN Sustainable  
Development Goals (SDGs) 
The 2030 Agenda for Sustainable 
Development adopted by all United 
Nations Member States in 2015, 
provides a shared blueprint for peace 
and prosperity for people and the 
planet, now and into the future.  
At its heart are the 17 UN Sustainable 
Development Goals (SDGs), which are  
an urgent call for action by all countries 
- developed and developing - in a global 
partnership. They recognise that ending 
poverty and other deprivations must go 
hand-in-hand with strategies that 
improve health and education, reduce 
inequality, and spur economic growth – 
all while tackling climate change and 
working to preserve our oceans  
and forests. 

Definition sourced from the UN.

 

Voting
Shares in listed companies typically 
come with specific voting rights which 
can be exercised at the company’s 
annual general meeting or extraordinary 
meetings. They can be used as a means 
of expressing the opinion of the 
shareholder about how the company is 
being managed. This is also referred to 
as proxy voting when voting rights are 
delegated, for example to investment 
managers who exercise voting rights  
on an investor’s behalf.
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