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Foreword 
 
At Fire Capital Management (FCM), we are deliberate in embedding sustainability into our business 
and investment practices.   
 
Our primary responsibility as a fiduciary to our clients is to grow and preserve their wealth. This 
requires making investments on behalf of our clients. These investments undergo a thorough 
diligence and research process as part of our investment approach. As part of this process, we must 
consider any information that may provide deeper insight into potential risks and opportunities of the 
investments. A critical aspect of these considerations includes being aware of and incorporating 
sustainability insights into the fundamental research process at FCM. Our ability to incorporate 
sustainability into our process has increased with the broad improvement and availability of 
sustainability data in recent years. 
 
We believe that long-term investing strategies that thoughtfully incorporate sustainability align well 
with traditional long-term investing principles. As such, sustainable investing is not a separate 
investment strategy or style at FCM but, instead, is at the core of our investment approach.  
 

Differentiating Sustainability and Impact 
 
Our investment approach emphasizes sustainability as a key component of our underlying diligence 
and research process. Separately, we support our client’s unique financial and impact objectives and 
seek to build portfolios that achieve both profit and purpose when appropriate for the client. At FCM, 
we differentiate impact from sustainability, with the former representing an intentional decision that 
likely would not have been pursued without a social and/or personal values driven purpose. 
Moreover, we believe that impact is inherently personal to the individual.  
 
While we broadly view thoughtful sustainable investing as profit maximizing, we also recognize there 
are various sustainability approaches and products that are not profit maximizing. In efforts to 
maximize long-term risk adjusted returns, our baseline approach to sustainable investing utilizes 
Environmental, Social, and Governance (ESG) data to evaluate risks and opportunities at both the 
security and portfolio level. Further, client specific values driven constraints or objectives that 
influence portfolio strategy and/or security selection represent a deviation from our standard 
investment approach.  
 

ESG Considerations and Materiality  
 
As an investment manager, we believe that our investment decisions are the most effective way to 
integrate sustainability into our business. To make informed investment decisions, we leverage the 
use of ESG data, which has become an important and useful tool. Specifically, this data helps provide 
deeper insights into investments - some of which are financially material factors that will help us 
achieve better investment outcomes over the long-term. We believe that material sustainability or 
ESG issues can have a lasting positive or negative financial impact on businesses. Businesses and 
companies that manage these issues well can avoid negative externalities and minimize reputational 
and financial risk.  
 
We leverage ESG research to refine our investment views on which factors are most financially 
material to the investments we are evaluating. Important characteristics such as country, sector, 
and industry play an important role in how we assess ESG related risk and opportunity for any given 
evaluation.   
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We utilize three actionable approaches on ESG related investment insights:  
 

• Exclusion – We purposefully omit securities and managers that rate at or near the bottom in 
their relative peer groups: 

o No CCC rated securities or equivalent (based on MSCI ESG ratings) 
o No private prisons 
o No direct exposure to guns or tobacco 

 
• Integration – We integrate ESG factors and analysis across our investment platform:  

o Our initial views about sustainability alignment influence our decision to evaluate 
portfolio construction and risk management 
 

• Optimization – We seek out top performing investment opportunities and managers that meet 
our sustainability and process criteria: 

o Favor ESG leaders 
o Favor ESG improvers  

 
At FCM we manage two distinct proprietary equity strategies that are often included in a client’s 
diversified portfolio strategy. To gain ESG insights on our strategies, we analyze each strategy using 
MSCI’s ESG portfolio tool on a quarterly basis, which provides a ESG rating for each strategy. We 
target an “A” ESG rating for our proprietary strategies. This rating target is consistent with some of 
the highest Assets Under Management (AUM) ESG mutual funds and ETFs .  
  
Our analysis is performed with a bottom-up and top-down approach. While we analyze investments 
at the security level, we emphasize a holistic focus at the portfolio and strategy level. We carefully 
select portfolio holdings but are not beholden to strict guidelines based on any one specific ESG 
ratings system or dataset. ESG ratings are an initial data point that provides guidance on where 
additional research related to sustainability is necessary. All things being equal (i.e., risk and return 
assumptions), we favor sustainable investment opportunities that provide a societal or 
environmental impact when compared to those that do not.  
 

Our Approach to ESG Integration 
 
We leverage an amended version of the ESG integration framework set forth by the United Nations 
Principles for Responsible Investment (UN PRI). This framework is utilized for both security and 
manager selection.  
 
There are four stages to the integration model: 
 

• Stage 1: Qualitative Analysis – Gather relevant information from multiple sources and identify 
material factors affecting the investment.  

 
• Stage 2: Quantitative Analysis - Assess the impact of material financial factors on securities 

and adjust their expected return and risk characteristics appropriately. 
 

• Stage 3: Investment Decision – The analysis performed in Stage 1 and Stage 2 will lead to a 
decision to buy (i.e., increase weighting), hold (i.e., maintain weighting), or sell (i.e., decrease 
weighting).  

 
• Stage 4: Active Ownership Assessment – The identification of material financial factors, the 

investment analysis, and an investment decision can initiate or support company 
engagements and/or inform voting. The additional information gathered and the outcome 
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from engagement and voting activities will feed back into future investment analysis, and 
hence have an impact on subsequent investment decisions. 

 

 

Source: UN PRI – A Practical Guide to ESG Integration For Equity Investing 

 

Proxy Voting and Engagement 
 
Proxy voting and active engagement are an often overlooked, yet critically important component to 
maximizing both shareholder and stakeholder value over the long-term. Voting proxies is not only 
cumbersome, but also unrealistic for investors without the proper platform and research 
capabilities. To further support our objective to achieve long-term and sustainable growth for the 
clients we serve, FCM has elected to hire Institutional Share Services (ISS) and to fully adopt ISS’ 
Sustainability Proxy Voting Guidelines policy. All clients are automatically enrolled in this policy 
unless they specifically opt out. While the policy provides suggested votes, FCM closely monitors the 
merits of each proposal up for vote and considers relevant information and company-specific 
circumstances when arriving at our final decisions. As such, in some circumstances, we may deviate 
final vote decisions from the policy guidelines where our diligence and independent research 
supports doing so.  
 
In addition to efficiently voting proxies, ISS ESG solutions provide insights and detailed research 
reports:  
 

• ESG solutions enable investors to develop and integrate responsible investing policies 
and practices, engage on responsible investment issues, and monitor portfolio company 
practices through screening solutions. It also provides climate data, analytics, and 
advisory services to help financial market participants understand, measure, and act on 
climate-related risks across all asset classes. In addition, ESG solutions cover corporate 
and country ESG research and ratings enabling its clients to identify material social and 
environmental risks and opportunities. 

 
Below is a summary of ISS' Sustainability Proxy Voting Guidelines:  
 

• ISS has, therefore, developed proxy voting guidelines that are consistent with the 
objectives of sustainability-minded investors and fiduciaries. On matters of ESG import, 
ISS' Sustainability Policy seeks to promote support for recognized global governing 
bodies promoting sustainable business practices advocating for stewardship of 
environment, fair labor practices, non-discrimination, and the protection of human rights. 
Generally, ISS' Sustainability Policy will take as its frame of reference internationally 
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recognized sustainability-related initiatives such as the United Nations Environment 
Programme Finance Initiative (UNEP FI), United Nations Principles for Responsible 
Investment (UNPRI), United Nations Global Compact, Global Reporting Initiative (GRI), 
Carbon Principles, International Labour Organization Conventions (ILO), CERES Roadmap 
for Sustainability, Global Sullivan Principles, MacBride Principles, and environmental and 
social European Union Directives. Each of these efforts promote a fair, unified and 
productive reporting and compliance environment which advances positive corporate 
ESG actions that promote practices that present new opportunities or that mitigate 
related financial and reputational risks.  
 

• On matters of corporate governance, executive compensation, and corporate structure, 
the Sustainability Policy guidelines are based on a commitment to create and preserve 
economic value and to advance principles of good corporate governance.  

 

ESG Data & Research 
 
Over recent years, the availability and robustness of ESG data has improved tremendously. However, 
the lack of consistency across data providers, research timeliness, and materiality uncertainty are 
challenges to contend with.   
 
As such, we rely heavily on research and analysis from credible and respected third-party providers 
that are heavily used by both industry and academic professionals. Because sustainability data is 
both qualitative and quantitative in nature, we utilize multiple ESG data sources to capture both 
aspects. Additionally, we review the data sources on an ongoing basis to form our views and inform 
our investment approach.  
 
We utilize a comprehensive suite of paid research from: 

 
• MSCI ESG Research 
• ISS ESG 
• Morningstar Direct Sustainalytics ESG Ratings 

 
We also utilize free research and information sources such as: 
 

• Sustainability Accounting Standard Board (SASB) standards 
• Sell side research reports 
• Manager sustainability and impact reports 
• Company disclosures and financial reports 
• Other free news and data 
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