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Our firm understands that a company’s relationships with its stakeholders—including 
customers, suppliers, employees, communities, governments, creditors, shareholders, and the 
broader environment—can have meaningful implications on its future investment value. 
As such, we methodically review the outcome of corporate behavior of companies within the investable market. Our 
research teams have integrated environmental, social and governance factors (ESG) into the firm’s multi-faceted analysis 
processes to ensure our investment conclusions are conscious of the risks that unsustainable business practices pose to 
economic outcomes. Although we consider ESG exposures material to a company’s future investment prospects, these 
dynamics are considered in the context of the issuer’s underlying business model, operating fundamentals, and market 
position. This disciplined structural review is accompanied by thorough valuation analysis. The merits of our thorough 
security evaluation process have been proven over multiple market cycles.

Our Commitment to ESG
SBH became a signatory of the United Nations’ Principles for Responsible Investment (PRI)* in 2017.  
Signing the internationally recognized PRI reflects our commitment to responsible investment  
within the global community, seeking companies that exhibit positive stewardship in their  
environmental, social, and corporate governance practices. To assure quality control in the  
arena, senior management at SBH is highly involved in the firm’s ESG efforts and we have  
formed an internal ESG committee tasked with developing best practices across the organization.

All Cap Strategy – ESG Philosophy and Overview

The SBH All Cap investment team takes an integrated approach to ESG as we 
believe well-run organizations that prioritize the values of their stakeholders can 
have durable competitive advantages over their peers. As part of our fundamental 
research process, we naturally develop an understanding of a company’s ESG 
practices and risks. In addition, we have a formalized process to track and measure 
industry relevant ESG metrics for each company we research and own.

The investment team speaks regularly with company management teams to 
understand how leadership contemplates ESG in various aspects of its business 
including resource and capital allocation practices, risk management tactics, 
incentive structures, and long-term strategy, among others. 

Over time, our research process has guided our investments towards business 
models that produce superior returns on invested capital (ROIC) and free cash 
flow. We believe companies generating high ROIC are run by operators who avoid 
unsustainable business practices.

ESG analysis is incorporated into the development of each investment thesis we 
formulate on a company, including the implications of a company’s ESG risks and/
or competitive advantages. In evaluating ESG factors at the company level, the 
investment team analyzes the materiality of ESG exposures, benchmarks key ESG 
metrics against industry peers, reviews performance/trends over time,  
and subsequently integrates these findings into the valuation process.
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The team’s All Cap and Select Equity strategies utilize a bottom-up, fundamental research process. This entails undertaking deep 
quantitative and qualitative research on our portfolio companies, competitors, and industry constructs. The goal of our research is 
to find securities that are trading at a discount to what we believe to be the intrinsic value for the company which in turn offers us 
an attractive risk-reward profile and downside protection. We spend a tremendous amount of time talking with management teams, 
industry contacts, and competitors to gain diverse perspectives and deepen our understanding of each company. We distill a wealth 
of information to identify the key variables that may impact a security’s valuation and incorporate them into our proprietary financial 
models. Our process typically leads us to invest in companies generating high levels of ROIC and free cash flow, led by management 
teams that are aligned with shareholders’ interests.

INVESTMENT OBJECTIVE & APPROACH

STARTING WITH GOVERNANCE 

The team typically begins the ESG evaluation process with an analysis of governance practices as it is our belief that proper leadership 
and oversight are necessary for setting social and environment policies. We place an emphasis on companies that are transparent  
in their performance and reporting of ESG metrics. For companies that do not yet have well-defined ESG strategies, we have often 
found that shareholder-aligned incentive structures help ensure companies avoid unsustainable business practices as a starting 
point. Thus, our engagements with management tend to be iterative over time and we frequently/proactively provide our own  
input on areas for improvement.

ESG analysis is an embedded component of the team’s research, stock selection and portfolio management processes. We leverage 
MSCI data as part of these processes. Quantitative measurement of ESG exposures is combined with qualitative analysis formed from 
conversations with company management and industry peers. We place greater emphasis on various ESG metrics depending on 
industry relevancy, with the level of materiality determined by our experienced analyst team.     

Upon identifying the pertinent ESG exposures and metrics for a specific company, the team will seek to understand: 

 � How a given company compares to industry cohorts.

 � How the company has trended on those ESG exposures historically. 

 � Whether company leadership has a stated strategy for addressing and/or improving its company’s exposures. 

The risks and opportunities identified through our ESG research are incorporated into our intrinsic value modeling. By investing  
in stocks trading below their intrinsic value, we believe our investments are afforded both a degree of downside protection  
and upside potential.

*On 9/8/22, SBH received the UNPRI (Principles for Responsible Investment) signatory review for the 2021 period. SBH pays an annual 
signatory fee to UNPRI for its review. Fees are calculated based on signatories’ AUM (for asset owners and investment managers) as reported 
in the PRI’s 2021 Reporting and Assessment Framework. You can learn more about UNPRI methodology, signatory reporting and assessment 
here: https://www.unpri.org/signatories/report-and-assessment.

ESG INTEGRATION
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We first identified Multinational Food Corp (MFC),  
a leading industry player in the snacking industry, 
through our fundamental screening process 
several years ago. While it screened well for potential 
improvements in return on invested capital (ROIC), free cash 
flow and margins, it was led by sub-par management. The 
company manufactured and marketed well-known brands 
that resonated with consumers who were increasingly 
looking for products with the right balance of quality, 
affordability, nutrition, and convenience. It also had unique 
exposure to high-growth emerging market economies that 
were poised to see a rise in income and spending. Simply 
put, MFC possessed enviable secular positioning but not 
the right leadership team to capture the opportunity.

Despite the strengths of the business model, MFC showed 
indications that it was under-earning peers. In addition, 
management’s empire-building acquisition strategy resulted 
in a bloated balance sheet and was not extracting enough 
operating or financial synergies. For some time, MFC stock was 
able to perform in-line with the sector as investors were willing 
to focus on the forecasted potential accretion from MFC’s deal 
spree. However, after several deals ultimately did not produce 
the desired realized returns, stock performance began to lag. 
Recognizing a change was needed, the board of MFC tactically 
used the retirement of the long-tenured CEO to bring in new 
external leadership that articulated a strategy rooted in organic 
growth, market share gains, productivity, sustainability, and 
transparency. Additionally, the board implemented an incentive 
plan that aligned the management team with shareholders. 

Research Example of ESG Integration
The following is an example that illustrates how we incorporate ESG into our research 
process. The name of the company has been changed.

IDEA GENERATION

RESEARCH PROCESS

Conversation with Management 

To better understand the financial opportunity at MFC, our team 
engaged in a series of conversations with the organization’s new 
management team. Leadership communicated a message that 
they would streamline operations by eliminating redundant 
positions in the organization, cull low margin brands in the 
portfolio, consolidate IT systems, and re-allocate marketing 
expense to effective media/online channels in order to better 
connect with consumers. Importantly, management also outlined 
a restructuring program that would better align internal talent on 
capturing share of shelf at the regional level. This restructuring 
would effectively allow MFC to realize the advantages of their 
in-market supply chain and concurrently created an incentive 
structure that directly rewarded employees for performance 

of their respective geographic territory. With more diversity 
installed at the top of the organization, accountability 
established, and better transparency provided to shareholders, 
we were convinced that MFC, and their board, had imposed 
healthy governance (G) practices to empower the company’s 
leaders to execute on their plans.  

We then modeled the potential revenue upside MFC could 
achieve if they indeed captured better market share and 
removed costs from the enterprise. The modeling exercise 
was informed by experience with similar consumer staples 
transformations in the past, conversations with industry 
consultants, and benchmarking against peer fundamentals.  

MULTINATIONAL  
FOOD CORP

1. Conversation with Management  >  2. ESG Analysis  >  3. Financial Modeling and Investment Conclusion 

With more diversity installed at the top of the organization, accountability established, and better 
transparency provided to shareholders ... MFC, and their board, had imposed healthy governance (G) 

practices to empower the company’s leaders to execute on their plans. 

RESEARCH EXAMPLE
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RESEARCH PROCESS (Continued)

1. Conversation with Management  >  2. ESG Analysis  >  3. Financial Modeling and Investment Conclusion 

ESG Analysis

In parallel with our financial analysis, our research team also 
conducted a deep review of the company’s ESG exposures 
leveraging data from MSCI. Using MSCI data allowed us to 
filter in the company’s ESG metrics such that we were able to 
evaluate potential risks and opportunities resulting from its 
operations while understanding if the company was improving 
its absolute ESG exposures over time. Furthermore, our team 
did comparative analysis to measure how the organization 
scored relative to industry peers. As is always the case, 
evaluation of governance took precedence in our process.

The ESG data review yielded actionable insights that influenced 
the direction of our research process and ongoing dialogue 
with management (listed at the end of the document 
is a list of factors we considered to evaluate MFC). 

Environmental. Specifically, due to the increasing 
focus on raw material usage and packaging waste in 
the consumer staples industry, we heavily leveraged 

the environmental (E) data in our questions with the MFC 
executive team to comprehend their strategy for developing 
measurable goals around sustainable sourcing and pollution 
reduction. In fact, within a few months of stepping into 
their new leadership roles, the executive team publicly 
communicated explicit food waste, plastic waste, and climate 
change targets that sufficiently convinced our team that 
MFC understood their responsibility and role in improving 
the ecosystems which their supply chain impacted.  

Social. To ensure accountability for achieving these 
goals, the board at MFC integrated these environmental 
objectives into management’s compensation structure. 

Additionally, as our investment thesis on MFC was largely 
predicated on a cultural and structural shift unfolding at 
MFC, our research team spent a considerable amount of 
time analyzing if MFC had the right social (S) policies that 
could foster change. Without proper procedures in place for 
managing the priorities of employees, suppliers, products, 
and regulatory bodies, consumer staples companies can often 
face product quality problems, labor management issues, 
and manufacturing accidents. Following our analysis of the 
ESG data, conversations with supply chain leadership at the 
organization, and consultation with external vendors to MFC, 
we believed the company was thoughtfully managing the way 
in which they pursued employee and community relations. 
Additionally, it was our belief that MFC’s social practices 
would not impair their brand perception moving forward. 

Financial Modeling and Investment Conclusion

After performing both financial and ESG research on MFC,  
the team developed an intrinsic value (IV) estimate on the 
stock. This value integrated the team’s forecast of MFC’s 
earnings power and our assumption of MFC’s sustainable 
valuation level. As an industry leader with strong competencies 
around environmental, social, and governance topics, it was 
our belief that a premium multiple was deserved. As the 
broader market did not seem to recognize the future cash 
flow potential of the business, our modeling suggested MFC 
was underpriced by over 15%. We had strong conviction 
that MFC’s new strategy and culture was about to spur a 
degree of agility around product development, marketing, 
manufacturing, and consumer engagement that competitors 
couldn’t match. This would manifest itself in consistent earnings 
beats in the quarters ahead. The team presented the thesis 
in one of the All Cap strategy’s weekly research meetings for 
discussion among the portfolio manager and analyst group. 
Included in this presentation was MFC’s financial model, end 
market forecasts, scenario analysis, valuation comparisons, 
management assessments, fundamental review of MSCI ESG 
data, and a qualitative summary of MFC’s investment merits.

RESEARCH PROCESS (Continued)

1. Conversation with Management  >  2. ESG Analysis  >  3. Financial Modeling and Investment Conclusion 

The process led to an investment in 
the security with a portfolio weighting 
representative of our strong conviction in the 
name. Once a position was established, the 
research team continued its rigorous analysis 
of interim financial results, competitive 
dynamics, and ESG developments. It was 
our belief that the ESG-focused analysis 
integrated into our stock evaluation by no 
means guaranteed success of the investment, 
but better framed both the risks and 
opportunities of MFC.  
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Environmental, Social and Governance (ESG) Risk: The ESG screening process may affect exposures to certain companies or industries and cause the 
strategy to forego certain investment opportunities.  
All opinions expressed in this paper are solely the opinions of Segall Bryant & Hamill. You should not treat any opinion expressed as a specific inducement 
to make a particular investment or follow a particular strategy, but only as an expression of the manager’s opinions. The opinions expressed are based upon 
information the manager considers reliable, but completeness or accuracy is not warranted, and it should not be relied upon as such. Market conditions are 
subject to change at any time, and no forecast can be guaranteed. Any and all information perceived from this paper does not constitute financial, legal, tax or 
other professional advice and is not intended as a substitute for consultation with a qualified professional. The manager’s statements and opinions are subject 
to change without notice, and Segall Bryant & Hamill is not under any obligation to update or correct any information provided in this paper. No assurance 
can be given that any investment will achieve its objectives and avoid losses.

ESG FACTORS THAT MAY BE CONSIDERED IN RESEARCH PROCESS

To learn more about our approach to ESG, please email us at contactus@sbhic.com.

 3 Carbon Emissions  

 3 Water Stress 

 3 Clean Tech Opportunities 

 3 Electronic Waste Policies 

 3 Sustainability Initiatives 

 3 Raw Material Usage 

 3 Product Quality & Safety  

 3 Community Relations

 3 Product Testing 

 3 Vendor Management Policies 

 3 Supplier Training

 3 Government Contracting

 3 Employee Turnover

 3 Employee Training

 3 Board Composition

 3 Board & Executive Diversity

 3 Board Committee Structure

 3 Board Independence

 3 Director Election Procedures

 3 Accounting Practices

 3 Tax Transparency

 3 Business Ethics Policies

 3 Packaging Solutions & Waste 

 3 Renewable Energy Opportunities 

 3 Chemical Management  

 3 Biodiversity Policies 

 3 Energy Efficiency Policies 

 3 Green Building Policies 

 3 Gender Composition

 3 Labor Management & Productivity

 3 Collective Bargaining Exposure 

 3 Employee Surveys

 3 Equal Opportunity Policies

 3 Workforce Accident Rates 

 3 Supply Chain Management

 3 Privacy Practices

 3 Anti-competitive Practices

 3 Ownership & Control Dynamics

 3 Investor Communication

 3 Shareholder Rights

 3 Management Experience

 3 Risk Management Practices

 3 Anti-corruption Procedures

 3 Management Compensation

 3 Environmental Accounting Costs 

 3 Hazardous Waste Policies  

 3 Sustainability Initiatives 

 3 Ecosystem Integrity 

 3 Ethical Marketing 

 3 Product Pricing & Affordability   

 3 Employee Health & Safety

 3 Brand Perception 

 3 Consumer Data Protections

 3 Employee Incentive Structure

 3 Intellectual Property Management

 3 Regulatory Relations

 3 Management Accessibility 

 3 Audit Oversight

 3 Capital Structure

 3 Exposure to Geopolitical Instability

 3 Succession Preparation

 3 Strategic Planning Process

 3 Capital Markets Access

 3 Industry Thought Leadership 


