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THE LONG VIEW

G is for Governance not Gambling

At Skerryvore we define risk as the permanent loss of capital. Assessing this risk begins with

understanding the people who are responsible for capital allocation at a company, their track

record and alignment with minority shareholders. Failure to take this into consideration is to
ignore the 'G' in ESG.



Our process begins by studying the history of a
business to make a judgement call on the integrity of
its leaders based on their actions. Choosing to either
ignore or de-emphasise this moves away from
investing towards something more akin to gambling,
hoping the trap won't spring shut while you're picking
out the cheese.

For example, buying shares in businesses whose
controlling shareholders are beholden to or
beneficiaries of corrupt political regimes is not risk-
aware, which explains our strategy’s lack of exposure
to Russian companies.

ALL THAT GLITTERS

By way of illustration, take Russia’s largest nickel
producer, Nornickel (previously known as Norilsk
Nickel). The metal nickel's role in building batteries
has led brokers to recommend this company to
investors looking to boost their sustainability
credentials.

What our due diligence revealed is a company
controlled by two of Russia’s most powerful oligarchs
who acquired their stake during the chaotic and often
deadly privatisation process in the 1990s. Nornickel is
also today one of the world'’s largest emitters of
sulphur dioxide.

The environmental damage the company has wrought
is even visible from space. Taking these together with
the company’s alarming record of accidents indicates,
to us, weak or misaligned management. Accidents
include an enormous Arctic oil spill in May 2020 that
was linked to poorly maintained storage tanks and the
deaths of three employees in February 2021 when a
processing plant belonging to the firm collapsed.
Residents of Norilsk continue to complain their
drinking water is tainted by the oil spill and there
remains an open criminal case against the company
claiming safety reports for the collapsed plant were
falsified'2 For the reasons above Nornickel has never
been included in our watchlist of investible
companies.

RUSSIAN EQUITIES

As bottom-up stock pickers we have not chosen to
ignore Russia and, in the past, have had some Russian
companies on our watchlist. However, the last one, a
leading supermarket operator, was removed in 2018
when the founder, whom we held in high regard, sold
his shares. These were acquired by the family of
Sergey Lavrov, Russia’s foreign minister. The
transaction was facilitated by a government-
controlled bank and we removed the company from
the watchlist as soon as this information came to
light.

JUST BECAUSE SOMETHING CAN BE
MEASURED, DOESN'T MEAN IT’S VALUABLE

The Russian invasion of Ukraine and downgrading of
top-rated Russian businesses by ESG ratings
companies also highlight the limitations and risks of
assessing sustainability using a purely data-centric
and scoring-based approach. This can be illustrated
by the now defunct ‘Ease of Doing Business Index’,
which was produced by the World Bank. One may be
surprised to learn that in 2020 Russia ranked 28th -
above Japan, Spain and Switzerland - and had been
steadily rising up the table despite events such as the
quasi-state appropriation of a leading supermarket
chain in 20183.

This happened because the annual ranking of
business-friendliness of regulatory systems wasn't
based on a qualitative assessment of business
surveys. It analysed regulations and regulatory
change and gave points for pro-business measures
and took them away for anti-business ones. In many
ways it favoured authoritarian regimes with the
capacity to pass regulations quickly through rubber-
stamp parliaments over democratically elected ones.
It also appeared to put a premium on laws as they
were written rather than how they were enforced.

The Ease of Doing Business Index is also rather an
extreme example, in that the organisation itself has
had to suspend the league table since 2021 due to
concerns over 'data irregularities’. It has been alleged
that World Bank management put pressure on staff to
manipulate the scores and promote or demote certain
countries in the rankings. It is a great example of
Goodhart’s Law - ‘'when a measure becomes a target,
it ceases to be a good measure'.



ASSESSING GOVERNANCE

The natural human response to the avalanche of ESG
data now being produced has been to quantify,
simplify and compare. Although this is useful in part,
our preference when assessing sustainability and
governance in particular is to focus less on the ‘what’
and more on the ‘'why’. The disclosure of a policy or
quantitative metrics won't necessarily reduce risk,
unless the people behind the business have integrity,
and the governance structure and culture of the
institution is aligned with the needs and requirements
of minority shareholders.

1. ABC News (7 September 2016). River in Russia mysteriously turns blood red.
www.abcnews.go.com/International/russian-river-mysteriously-turns-blood-red/story?id=41914260

2. NS Energy (17 June 2020). Russian authorities pursue criminal investigations over Norilsk diesel spill.
www.nsenergybusiness.com/news/company-news/norilsk-diesel-spill-russia-investigations

3. World Bank Group (2020). Doing Business 2020 - Comparing Business Regulation in 190 Economies.

https://documentsi.worldbank.org/curated/en/688761571234946384/pdf/Doing-Business-2020-Comparing-
Business-Regulation-in-190-Economies.pdf.



Disclaimer

For investors residing in the United Kingdom or the
European Economic Area

Skerryvore Asset Management LLP (“Skerryvore”) is an appointed
representative of BennBridge Ltd (“BennBridge”), based at 45
Charlotte Square, Edinburgh, EH2 4HQ. BennBridge is a limited
company registered in England with registered number 10480050.
The registered office is Windsor House, Station Court, Station Road,
Great Shelford, Cambridge CB22 5NE. BennBridge is authorised and
regulated by the Financial Conduct Authority (FRN: 769109) and acts
as the investment manager to the strategy.

Any projections, market outlooks or estimates contained in this
presentation constitute forward looking statements and are based on
certain assumptions and subject to certain known and unknown risks.
Accordingly, such forward looking statements should not be relied
upon as being indicative of future performance or events. Past
performance is not indicative of future results. The value of
investments and the income from them may go down as well as up
and investors may not get back the amounts originally invested.

Broad-based securities indices are unmanaged and are not subject to
fees and expenses typically associated with managed accounts or
investment funds. The performance of the index represents
unmanaged, passive buy-and-hold strategies, investment
characteristics and risk/return profiles that differ materially from
managed accounts or investment funds, and in investment in a
managed account or investment fund is not comparable to an
investment in any index or in the securities that comprise the indices.
The volatility of the index may be materially different from the
individual performance attained by a specific investor. In addition, the
Strategy’s holdings may differ significantly from the securities that
comprise the index. The index has not been selected to represent an
appropriate benchmark to compare an investor's performance, but
rather is disclosed to allow for comparison of the investor’s
performance to that of certain well-known and widely recognized
indices. You cannot invest directly in an index. Information is current
as at the date of this document and may change without prior notice.
This document may not be reproduced or distributed by the recipient,
in whole or part, except that this document may be provided to the
recipient’s advisers in connection with an evaluation of a potential
investment.

This document is being provided by BennBridge for informational
purposes only and should not be construed as investment advice. It is
not a recommendation of, or an offer to sell or solicitation of an offer
to buy, any particular security, strategy or investment product.
BennBridge's research for this presentation is based on current public
information that BennBridge considers reliable, but BennBridge does
not represent that the research or the presentation is accurate or
complete and it should not be relied on as such. The views and
opinions contained herein are those are those of Glen Finegan and his
team. They do not necessarily represent views expressed or reflected
in other BennBridge investment communications or strategies and
are subject to change.

In the United Kingdom, this document is only available to persons
who are (i) investment professionals within the meaning of Article 19
of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (“FP Order"), (ii) high net worth companies and certain
other entities falling within Article 49 of the FP Order; or (iii) to any
other persons to whom such communications may lawfully be made.
It must not be acted, or relied, upon by any other persons.

RISK FACTORS

The counterparty to a derivative or other contractual agreement or
synthetic financial product could become unable to honour its
commitments to the fund, potentially creating a partial or total loss
for the fund. The fund can be exposed to different currencies.
Changes in foreign exchange rates could create losses. A derivative
may not perform as expected and may create losses greater than the
cost of the derivative. If a fund uses derivatives for leverage, it makes
it more sensitive to certain market or interest rate movements and
may cause above-average volatility and risk of loss.

Equity prices fluctuate daily, based on many factors including
general, economic, industry or company news. In difficult market
conditions, the fund may not be able to sell a security for full value or
at all. This could affect performance and could cause the fund to
defer or suspend redemptions of its shares. The fund may take
positions that seek to profit if the price of a security falls. A large rise
in price of the security may cause large losses.

For investors residing in Australia or New Zealand

This information is issued by Bennelong Funds Management Ltd (ABN
39 111 214 085, AFSL 296806) (BFML) in relation to the Skerryvore
Global Emerging Markets All-Cap Equity Fund. BFML has appointed
BennBridge Ltd ('‘BennBridge’) as the Fund’s Investment Manager,
which is authorised and regulated by the UK Financial Conduct
Authority. BennBridge is a Corporate Authorised Representative of
BFML (AFSL Representative No. 1281639). All regulated activity
relating to portfolio management, including execution of trades, takes
place within BennBridge as the regulated entity.

Skerryvore Asset Management LLP (‘Skerryvore’) is a boutique asset
management team. The company is majority owned by team
members, and minority owned by BennBridge. Skerryvore’s personnel
are assigned to BennBridge in order to provide portfolio management
and trading activities. Skerryvore and BennBridge are collectively
referred to as 'the Skerryvore team’.

This is general information only, and does not constitute financial, tax
or legal advice or an offer or solicitation to subscribe for units in any
fund of which BFML is the Trustee or Responsible Entity (Bennelong
Fund). This information has been prepared without taking account of
your objectives, financial situation or needs. Before acting on the
information or deciding whether to acquire or hold a product, you
should consider the appropriateness of the information based on your
own objectives, financial situation or needs or consult a professional
adviser. You should also consider the relevant Information
Memorandum (IM) and or Product Disclosure Statement (PDS) which
is available on the BFML website, bennelongfunds.com, or by phoning
1800 895 388 (AU) or 0800 442 304 (NZ).). Information about the
Target Market Determinations (TMDs) for the Bennelong Funds is
available on the BFML website. BFML may receive management and
or performance fees from the Bennelong Funds, details of which are
also set out in the current IM and or PDS. BFML and the Bennelong
Funds, their affiliates and associates accept no liability for any
inaccurate, incomplete or omitted information of any kind or any
losses caused by using this information. All investments carry risks.
There can be no assurance that any Bennelong Fund will achieve its
targeted rate of return and no guarantee against loss resulting from
an investment in any Bennelong Fund. Past fund performance is not
indicative of future performance. Information is current as at the date
of this document.



contacts

SKERRYVORE
45 Charlotte Square, Edinburgh EH2 4HQ

clients@skerryvoream.com

lan Tabberer
Portfolio Manager
lan.Tabberer@skerryvoream.com

+44 (0) 131202 3074

Sarah Monaco
Client Services Manager
Sarah.Monaco®@skerryvoream.com

+44 (0) 131202 3070

BFM GROUP

BENNBRIDGE - UK
108-110 Jermyn Street, London SW1Y 6EE

IR@bennbridge.com

BENNBRIDGE - US

260 Franklin St, 16t" floor, Boston MA 02110

us.inquiries@bennbridge.com

BENNELONG - AUSTRALIA
Level 26, 20 Bond Street, Sydney NSW 2000

Bennelong House, 9 Queen Street
Melbourne VIC 3000

Level 37, Riparian Plaza
71Eagle Street, Brisbane QLD 4000

client.experience@bennelongfunds.com
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