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Statement by
the Chairman of 
the Scott Trust

We are pleased to publish the Scott Trust Endowment 
Fund’s performance report for the period to 31 March 
2020.

The investment objectives of the Fund are threefold 
– to generate long-term returns to secure the financial 
and editorial independence of the Guardian in 
perpetuity; to provide diversification in economies 
other than that of the UK, and to provide diversification 
in sectors other than the media industry.

Over the past several years, significant progress has 
been made to bring the Guardian Media Group’s 
operating business on to a sustainable footing.  
Building on the achievement of reaching breakeven 
in 2018/19, the organisation has delivered another 
solid set of results in 2019/20, achieving good 
financial discipline to ensure cashflow remains at 
a sustainable level.  This has a meaningful impact 
on the Endowment Fund – with a more stable, 
predictable relationship with GMG, it allows the Fund 
to plan for the future and take a longer-term view on 
its investments.  

This will be key as we move into a period of economic 
uncertainty caused by the Covid-19 pandemic.  
While the value of the fund has been impacted by 
this market instability, the portfolio maintained its 
resilience and rebalanced successfully in response 
to this period of volatility.  We are pleased that our 
earlier decision to remove fossil fuel exposure from 
our portfolio has added particular resilience at a time 
when pressures on the old energy industry have 
intensified.

During the recent period we have undertaken a 
number of changes to the strategic asset allocation of 
the portfolio which has driven a gradual deployment 
of capital to illiquid strategies where we believe that 
attractive returns may be generated over the long 
term. Over time we believe that this gradual shift will 
help the Fund meet its long-term objectives.
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Report on the  
Endowment Fund

1. Structure of Endowment Fund

At 31 March 2020, the Endowment Fund’s aggregate investment assets were £955.6m.  
The split between the different components and their respective roles is as follows:

2. Performance

Since inception in mid-2008 to 31 March 2020, the 
Long-Term Investment Fund (LTIF) has generated 
an annualised return of +5.5%; ahead of its portfolio 
benchmark (+4.3%). This portfolio benchmark 
reflects the LTIF’s Strategic Asset Allocation (SAA), 
i.e. the combination of assets which over the long-
term should enable us to meet our investment 
objectives.

For the twelve-month period to 31 March 2020 (in line 
with our fiscal year end period), the LTIF generated a 
return of -2.6%, behind the benchmark (-2.0%). 

3. Governance of the Endowment Fund

For practical purposes, the Scott Trust has 
delegated authority for most decisions relating to 
the management of the assets to the Scott Trust 
Investment Committee (“Investment Committee”). 
The Investment Committee meets on a quarterly 
basis to review the performance and strategy of the 
aggregate Endowment Fund assets.
The Investment Committee is comprised of both 

Scott Trust and GMG plc Board members, and 
independent members – the membership is  
as follows:

• Neil Berkett (Chair)
• Catherine Howarth
• Ole Jacob Sunde
• Coram Williams
• Nils Pratley
• Mary Ann Sieghart
• Gayle Schumacher
• Chris Hitchen

After conducting a review of our advisors, the Scott 
Trust has appointed Cambridge Associates and 
Cardano as advisors to work with the Investment 
Committee and Executive Team. Cambridge 
Associates will advise on private investments and 
Cardano will advise on strategic and tactical asset 
allocation and management of day-to-day aspects of 
the LTIF.

In June 2020, the Scott Trust appointed Mary Ann 
Sieghart as Chair of the Investment Committee. Neil 
Berkett, chair of GMG, will continue as a member of 
the committee.

Endowment Asset Balance Role of Investment Asset

Long-Term 
Investment Fund 
(LTIF)

£807.9m
The LTIF aims to generate strong risk-adjusted 
returns over the long term to support the Scott 
Trust’s mission.

Operating Reserve 
(formerly the Medium-
Term Investment 
Fund)

£104.5m
The Operating Reserves provide for near-term 
spending requirements on GNM’s business  
and operations.

Total £955.6m

GMG Ventures £43.2m Investments in technologies disrupting the  
media industry.
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4. Review of Investment Activities 

Overview of LTIF Performance

Note: returns above for calendar year end periods to December. 2020 TD relates to the period to 31 March 2020.

2008 returns reflect period from 30 June 2008 to 31 December 2008.  These figures are subject to rounding errors.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Ann. 
since 

inception

Scott Trust 
Total Assets

Scott Trust 
Portfolio 
Benchmark

Value Added

2018 2019 2020 
 TD

5.5%

1.2%

4.3%

-9.3%

-12.1% 12.8%

2.8% 4.6% -0.3%

8.2%

7.1% 0.4% 17.4% 9.7%

1.1%

-2.8%

-2.4% 4.6%

-0.4%

17.5% 17.5% 9.5%10.7% 0.2%

-0.2%

4.5% 10.6%

-0.1%

+7.8%

2.9% 0.1%

7.8%

2.9%

-1.6% 13.1% -8.8%

-3.5% 14.7% -7.8%

1.9% -1.6% -1.1%

The table above shows the LTIF’s performance since inception on both a calendar year (to December) 
and annualised basis (“Ann. Since Inception”). The LTIF has outperformed its portfolio benchmark 
since inception (net of fees). We note that positive relative performance has been generated in both 
rising and falling equity markets.

So far in 2020, we have witnessed significant market volatility in response to the Covid-19 crisis, with 
markets first falling and then recovering strongly following unprecedented levels of central bank 
intervention.  During this period the portfolio maintained its structural integrity and asset classes 
were re-balanced back to their target weights at successive stages without any liquidity issues.
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Diversification 
The LTIF invests across multiple asset classes 
through third-party fund managers. These managers 
are subject to rigorous initial and ongoing review. 
The LTIF is highly diversified, with allocation to any 
single active manager limited to 5% of the overall 
portfolio at the time of investment. The LTIF also 
has passive allocations to both equities and bonds 
to help control costs as part of a broad-based effort 
to minimize the costs associated with managing the 
aggregate Endowment Fund.

The graph above shows the evolution of the LTIF’s 
asset allocation since mid-2008 to 31 March 2020.

As noted in previous reports, in the aftermath of the 
2008 financial crisis, the portfolio was defensively 
positioned given that meaningful amounts of capital 
had to be drawn down to fund on-going business 
needs.  From 2014 onwards, the LTIF has adopted a 
more return-seeking stance - reflected in the greater 
exposure to equities.

A key focus over the recent period has been the 
gradual deployment of capital to illiquid strategies 
- Private Equity, Venture Capital and Illiquid 
Diversifiers (such as royalty and leasing strategies).  

Following a strategic asset allocation review, we will 
be increasing allocations to these illiquid strategies 
where we believe that more attractive returns may 
be generated in return for longer-term investment 
commitments.  Whilst this process has already 
begun, the nature of these assets means that these 
allocations will take several years to build out.  We 
have also started a process to reduce and simplify 
our allocation to hedging assets, beginning with a 
programme of phased redemptions from hedge fund 
investments with lock-up share classes.
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4. Review of Investment Activities  (cont.)

Evolution of the LTIF’s Asset Allocation
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Risk
The objective of the LTIF is to maximize returns for a given level of risk.  
At the asset allocation policy level, the LTIF has four distinct components, as shown below.

The Growth Drivers allocation is focused on generating long-term growth for the LTIF and, as 
such, is focused on listed and private equity assets. The allocation to Diversifiers is intended to 
mitigate the volatility inherent in an equity-orientated portfolio. The final two components of 
the portfolio, Inflation Sensitive and Deflation Hedging, serve as insurance against two macro-
economic risks that can undermine the purchasing power of the LTIF over the long-term, namely 
inflation and deflation. This long-term policy ensures that we take enough risk to meet our long-
term investment objectives, but also limits potential drawdowns over shorter periods.

Over shorter periods we monitor risk in a number of ways, for example at the total portfolio level, 
the monitoring of beta (i.e. sensitivity to the broad equity market) and volatility (as measured by 
Standard Deviation) offer insight into the positioning of the portfolio. Given the recent volatility in 
equity markets, the Investment Committee has paid particular attention to ensuring rebalancing 
and regular profit taking.

We also consider the geographic and sector positioning of the listed equity allocations to ensure 
that portfolio positioning is in line with our view on relative valuations.

4. Review of Investment Activities (cont.)

Growth drivers
Goal: Generate growth 
to support longer - 
term objectives

Inflation sensitive
Goal: Provide 
protection in a period 
of sharp unexpected 
inflation

Diversifiers
Goal: Mitigate equity 
risk while attempting 
to improve overall 
risk/return profile

Deflation hedge
Goal: Provide 
protection in a 
period of economic 
contraction

Macroeconomic hedges
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Managers
While fossil fuel divestment is a central objective 
for the LTIF, we have once again been working to 
identify investment strategies and managers that 
offer proactive solutions to a range of social and 
environmental issues. These investments, which 
bring societal benefits, also meet the return criteria 
required for all investments in the portfolio.  Below 
we provide examples of managers in which the LTIF 
is invested:

• Impact Investing Venture Capital: Obvious 
Ventures III 
Obvious invests in early- and growth-stage 
companies with disruptive, “world positive” 
solutions to global problems. Obvious invests in 
three themes that can achieve scalable social and/
or environmental impact: sustainable systems 
(resources, mobility, buildings), healthy living 
(food, care, life) and people power (work, money, 
learning). It has a detailed, formal ESG policy 
which prioritizes economic empowerment, the 
environment, improved health outcomes and 
better governance. Examples of prior investments 
are zero-emission electric buses, plant-based 
alternatives to animal protein and plant-based 
vitamin and nutritional supplements.

• Gender Lens Impact Investing Venture Capital: 
Rethink Impact Fund II 
Rethink Impact is a female-led venture capital fund 
that invests in early- to growth-stage female-led 
companies that use technology to achieve large-
scale impact. They focus on four broad target 
sectors, predominantly within the United States: 
economic empowerment, health, education, 
and sustainability. According to the manager, 
the capital gap for women-led companies is 
pronounced from the Series A to B funding within 
venture capital, and its focus is therefore getting 
female-founded firms to and through those rounds 
of financing. In addition to increasing gender 
equity in the market, Rethink Impact is focused 
on multidimensional diversity in its portfolio. 
As one reference stated, Rethink Impact has an 
unusual level of “sophistication” with its approach 
to diversity. Examples of prior investments are an 
investing platform designed by and for women 
and an online platform for parents to find local and 
affordable daycares and preschools.

4. Review of Investment Activities (cont.)

• Public Low-Carbon Equity: Northern Trust World 
Green Transition Index Fund 
In 2019, the Scott Trust seeded a new fund 
which tracks a new global equity index aiming to 
align better with the transition to a low carbon 
economy. The index was designed by Northern 
Trust Asset Management and is maintained by 
MSCI.  As well as starting with an ethical universe 
excluding ESG controversies, tobacco and weapon 
producers, the fund is virtually fossil fuel free and 
has materially reduced carbon intensity versus 
the standard MSCI World index. Looking forward, 
it also increases exposure both to companies 
with green revenues and to companies showing 
positive momentum on reducing emissions and 
climate risk in their businesses. Compared to 
other low carbon indices, this new index makes a 
relatively bold departure from the standard index 
in attempting to align better with a lower carbon 
future as well as adding this important forward-
looking momentum factor.

Costs 
The Investment Committee seeks to ensure that, 
whilst achieving the desired level of return and 
abiding by the Trust’s values, it also manages the 
endowment in the most cost-effective manner.
Examples of actions taken in the last year include

• replacing hedge fund exposure with an absolute 
return strategy

• in a number of cases, investing in lower-cost 
versions of existing funds
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GMG Ventures LP (“GMG Ventures” or “GMGV”) is 
an independent early-stage venture capital fund, 
with one limited partner, The Scott Trust. The fund’s 
strategy is to invest in exceptional founders building 
products, typically B2B SaaS (Software as a Service) 
at the intersection of media and technology. The 
fund is characterised by its sector expertise, robust 
governance and a systematic approach to helping 
foster mutual benefit between its portfolio companies 
and the wider Guardian Media Group. GMG Ventures 
supports its portfolio in several ways, including 
leveraging its external network of corporates and 
investors for commercial opportunities and providing 
access to the prestigious and trusted network of 
people within The Guardian. GMGV is set up to 
contribute financial return to the Scott Trust (in 
line with our other private investments) but it also 
provides GMG with strategic insights into how 
technology is reshaping the media sector.

In its two and a half years of operations as a fund, 
GMGV has had a strong response both from investors 
and entrepreneurs, with high quality deal flow 
and prestigious co-investors. GMGV’s activities to 
date include 23 direct investments in early stage 
companies and a global incubator and accelerator 
programme. GMG Ventures reflects the values of 
its limited partner, the Scott Trust, and has built 
a responsible data and AI framework to screen 
companies pre-investment and ensure companies are 
set up for success post-investment from a responsible 
technology perspective. This framework is consistent 
with GMG’s broader approach to data and ethics, and 
is part of GMGV’s wider hands-on, engaged approach 
as an investor.

GMGV is an early stage fund so will take several years 
to accrue the full benefits of its investing activity.

6. GMG Ventures

The fund consists of a short duration credit portfolio 
managed by Insight. This has been considered to be an 
appropriate investment option for capital that may be 
required over the medium term (i.e. up to three years). 

There is a risk that if this capital is required at short 
notice in an adverse market environment, credit 
positions might have to be sold at a loss. That said, we 
believe that investor demand for short-duration credit 
will mitigate downside. 

For the twelve-month period to 31 March 2019 (in 
line with our fiscal year end period), the Operating 
Reserve generated a return of -0.42%

5. Operating Reserve
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7. Responsible Investment

The Scott Trust believes that long-term sustainable 
investment returns are dependent on stable, well-
functioning and well-governed social, environmental 
and economic systems. As a result, environmental, 
social and governance (ESG) considerations are fully 
integrated into the investment approach, in addition 
to the specific decision taken in 2015 to divest from 
fossil fuels over the medium term and re-invest in 
solutions to a low-carbon economy.

Therefore, while particular emphasis is placed on 
seeking stewards of capital who can demonstrate 
a strong understanding of both the threats and 
opportunities presented by a transition to a low-
carbon economy, we have also adopted a much 
broader focus on sustainability and positive impact in 
our investments. Beyond the focus on climate change 
mitigation and adaptation, we also seek investments 
more broadly aligned with improving real-world 
social and environmental norms since we believe 
these issues are both financially material and aligned 
with our own values. These policies are applied to the 
Endowment Assets in five key pillars:

1. UN PRI: proactively pursue commitments as 
a signatory of The Principles for Responsible 
Investment. 

2. Engagement: we will engage with our investment 
managers on all aspects of responsible investment. 
We aim to improve behaviour in the investment 
industry, disclosure, and the provision of new 
sustainable and responsible investment products. 
We also select managers with a strong track record 
of taking an active stance on ESG issues with their 
underlying holdings

3. ESG integration: we aim to invest in managers 
taking a very proactive approach to integrating 
ESG in a material way in their investment process.  

4. Impact investments : we are also seeking to invest 
in strategies across asset classes that have the 
explicit aim of delivering an environmental or 
social impact.

5. Divestment: our investment fund has pledged to 
divest from fossil fuels over the medium term and 
reinvest in solutions to a low carbon economy. 
 

The Scott Trust has achieved significant progress on all five areas of its plan as illustrated by the table below (as of March 2020):

Progress 
made 
2018/2019

Current 
level

Longer 
Term 
Target

1. UN PRI 2. Engagement 3. Material ESG 
integration

4. Proactive 
investments

5. Divestment

Completed our 
fifth annual 
report 

Latest score: 
A+ or A for all 
modules 

Proactively 
pursue 
commitments 
under PRI as 
framework 
develops

Substantial re-
allocations have 
been made to 
more sustainable 
investments 
and 54% of 
the portfolio is 
now invested 
in managers 
proactively 
integrating ESG 
managers

54%

60%, raised 
from 10%, 
reflecting growing 
opportunity

Steps taken have 
removed the vast 
majority of fossil 
fuel exposure

Steps taken 
reduce fossil 
fuel exposure 
by over 95% 
since divestment 
decision

New diversifier 
allocations 
remove residual 
fossil fuel 
holdings

Collaborated 
on key ESG 
engagement 
efforts led by 
our managers 
and seeded 
innovative new 
ESG products. 
Engaged with 
all managers 
on ESG issues, 
and reviewed 
all voting and 
engagement 
activity over the 
last year

N/A

Engage with 
managers and 
companies on 
climate change 
and other ESG 
issues

Commitments 
to a diverse 
range of impact 
investments, 
targeting 
investments 
solving social and 
environmental 
problems across 
asset classes

6.5%

New 10% impact 
investing target 
reflects growing 
opportunity
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7. Responsible Investment (cont.)

We are pleased that our effort to invest with partners 
materially thinking about sustainability has improved 
both our investment performance and our ability to seed 
new products and act as a catalyst for ESG investing.  
On performance, we note that our most proactive 
ESG managers have generally delivered strong long-
term financial performance versus non-ESG focussed 
peers and their benchmarks. Such thought-leading 
ESG managers now form the core of our portfolio. 
More recently, our earlier decision to de-carbonise our 
portfolio added resilience given the pressures that the 
old energy industry has faced during the Covid-driven 
demand destruction for fossil fuels. We believe this 
adds to the structural challenges faced by this industry 
as we transition to cleaner forms of energy. Meanwhile, 
many of our ESG managers have embraced investments 
in more asset-light, technology-driven businesses that 
have proved resilient during the turbulence of 2020. 

We are now close to our medium-term target of 
investing 60% of our funds with proactive ESG 
managers. 54% of assets were invested here even 
after some of these allocations reduced in size in the 
first quarter of 2020 due to the COVID market sell 
off, as a large portion of this ESG allocation is to long-
only equities. The pace of adoption of ESG has varied 
between managers.  As this situation improves we will 
look to increase the target consistent with maintaining a 
diverse portfolio.

In many cases these are strategies seeded by us, 
opening up ESG opportunities for other investors. As 
an example, the Northern Trust World Green Transition 
Index Fund was anchored by us at launch in 2019. This 
has since provided an efficient and low-cost passive 
global equity solution for other asset owners wishing to 
invest in a way that aligns with a sustainable low-carbon 
future economy. Investors using it include prominent 
UK university endowments also wishing to divest from 
fossil fuels. 

The pipeline of institutional impact investments also 
continues to grow and we now have investments 
spanning a range of asset classes and targeting a range 
of measurable social and environmental outcomes. 
In this recent period, it was particularly pleasing to 
invest in a strong female-led venture capital manager 
that specifically backs female-led companies having a 
positive social and environmental impact. We continue 
to seek to improve diversity throughout the portfolio.

We are pleased to note the strong engagement 
activities of our managers on ESG issues. We have 
also engaged with our managers on these issues, 
for example calling for their activity in supporting 
shareholder resolutions on climate change issues to 
match their broader ESG commitments.

Our approach to climate risk and responsibility was 
initially informed by our decision to divest from 
fossil fuels and reinvest in solutions to a low-carbon 
economy. The former is largely complete, with 
minimal residual holdings in certain diversifying 
strategies which will be removed with a new 
diversifying investment allocation. We also note 
that alongside divestment of fossil fuel producers, 
the portfolio’s carbon emissions intensity has fallen 
every year since the divestment decision and is 
now roughly half that of the global equity index, 
having fallen 51% in three years. In the move to 
low-carbon investments, we have clean energy, 
sustainable technology and energy efficiency 
investments spanning all asset classes. We have 
also been thinking holistically about climate change 
risk beyond just the ownership of fossil fuels. For 
example, we have used tools to assess alignment 
of our holdings with possible climate scenarios, 
examining how holdings in key industries like  
utilities are pivoting their business models to  
lower-carbon technologies.
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