
®

ESG SMID CAP
2019 IMPACT REPORT



80%+  
REDUCTION IN 
EMISSIONS *

NO TOBACCO
EXPOSURE

NO CIVIL 
FIREARMS 
EXPOSURE

NO FOSSIL  
FUEL EXPOSURE

ESG SMID Cap Portfolio Characteristics

ANNUAL CARBON EMISSIONS
(SCOPE I WEIGHTED AVERAGE IN THOUSANDS OF TONS)

KCM ESG

700

600

500

400

300

200

100

0
Russell 2500TM

60

643

AS COMPARED TO THE BENCHMARK, 
ESG SMID CAP HAS:

Data as of 12/31/2019

The Kennedy Capital ESG SMID Cap strategy takes an inclusionary and exclusionary 
approach to ESG investing. As part of our research process, we frequently identify companies 
that compete in their markets by leveraging an environmental advantage or by developing 
a solution to a societal problem. The strategy is fossil fuel free (no constituents hold carbon 
reserves), has superior governance performance* vs. the Russell 2500TM benchmark, and has 
no exposure to companies that produce tobacco, civil firearms, or controversial weapons.

The purpose of this report is two-fold:

01
To highlight the impact of our 
framework on portfolio 
characteristics in comparison to 
the Russell 2500TM benchmark

02
To provide examples of portfolio 
constituents across sectors that 
represent our inclusionary 
approach

INTRODUCTION

15%+ BETTER  
GOVERNANCE SCORE *
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*Please refer to page 8 for more details



PORTFOLIO EXAMPLE [INDUSTRIALS]
Generac Holdings, Inc.
Generac Holdings, Inc. (ticker: GNRC) is a producer 
of power generation and optimization equipment. 
GNRC provides backup generators for residential and 
commercial applications, with a focus on natural gas-
powered units that offer a 90% reduction in emissions 
compared to a diesel fuel unit. The company has also 
entered the clean energy solutions market, offering 
home energy monitoring systems and energy storage 
systems (ESS).

GNRC’s products enable a customer to identify how 
and when the home’s power usage is at its peak, and 
leverage stored power to reduce energy costs. When 
combined with solar power, GNRC’s solutions enable 
a cleaner, optimized approach to power generation 
and consumption. While this is a market still early in 
its development, we anticipate GNRC’s distribution 
relationships – the company has over 6,000 dealers 
– will enable rapid growth.

Source: Generac Holdings Investor Presentation

Source: Generac Holdings Investor Presentation

Generac Home Energy Management System
Reduces energy consumption by providing 
actionable insights of how home energy is 
consumed and how to save money.

Gererac Standby 
Generator
Reliable proven 
solution for energy 
back-up, powered 
by clean, abundant 
natural gas.

Gererac PWR Cell
Stores excess solar power or low cost grid power 
so you can power your home during the evening 
peak hours, increasing ROI of solar investment.

How ESS Works
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PORTFOLIO EXAMPLE [CONSUMER]
Bright Horizons Family Solutions, Inc.

Bright Horizons Family Solutions, Inc. (BFAM) is a child care 
provider that partners with employers to offer services at 
or near the work site, enabling optimized work-life balance 
for working parents. As gender diversity in the workplace 
continues to expand, BFAM’s solutions have become an 
increasingly critical tool to attract and retain key employees. 
BFAM’s employer partners are able to retain many new 
parents who would otherwise consider job changes after 
parental leave, and to more effectively promote female 
leadership. The value in the company’s solutions is evident 

in the fact that 2/3 of BFAM’s child care solutions are located in a facility that is provided by an employer partner. 
The company’s Bright Horizons Foundation for Children serves more than 130,000 homeless children each year 
at 297 locations across 41 states and Canada. Finally, BFAM was recognized in 2019 as one of Fortune’s 100 Best 
Companies to Work For® and Best WorkplacesTM for Diversity.

PORTFOLIO EXAMPLE [TECHNOLOGY]
ON Semiconductor Corp.
ON Semiconductor Corporation (ticker: ON) produces energy efficient 
semiconductors and sensors. ON’s products are a key component of enabling 
improved energy efficiency in the industrial, data center, and automotive 
end markets. The company’s semiconductors are deployed in applications 
such as electric vehicles, charging stations, and solar inventers - yielding 
the potential to replace the equivalent of 70 coal-fired power plants. 
The broadening adoption of electric vehicles is a particularly exciting 
opportunity for ON, as the company’s content on an EV can be more than 
10x the content of an equivalent internal combustion engine-powered 
automobile. From 2016-2018, ON’s efficiency projects reduced normalized 
energy consumption by 17% in its wafer fabrication operations, and 10% in 
its assembly and test operations. Further, the company’s water recycling 
systems used in its operations resulted in the reuse of over 5,000 mega 
liters in 2018 - the equivalent to filling 2,000 Olympic sized swimming pools. 
In addition, the company reduced emissions by 16,124 metric tons of CO2 
equivalent through 58 projects in nine countries in 2018. Finally, ON was 
named to the 2019 list of the World’s Most Ethical Companies (Ethisphere 
Institute) and Barron’s 2019 list of the 100 Most Sustainable Companies.

2018 Sustainability 
Project Savings  
($ in thousands)

 Material 
Optimization

 Energy 
Conservation

 Recycling

 Water 
Conservation

 Chemical 
Waste 
Reduction

$3,856
$2,246

$513
$322

$378

Source: Bright Horizons Family Solutions Investor Presentation 

Source: ON Semiconductor 2018 
Corporate Social Responsibility Report
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PORTFOLIO EXAMPLE [INDUSTRIALS]
Valmont Industries, Inc.
Valmont Industries (ticker: VMI) is a producer of 
irrigation equipment and metal structures for the 
lighting and utility markets. With over two-thirds 
of the world’s fresh water used in agricultural 
applications, efficiency in this domain is a meaningful 
opportunity. The company’s systems enable soil 
moisture sensing and variable watering across the 
field, which improves crop yields and optimizes 
water consumption. The company’s systems can 
be controlled and monitored remotely, which saves 
time and enables efficiency on the farm. Mechanized 
irrigation can result in a 70% water savings when 
compared to other, less efficient methods. Valmont 
also has significant leverage to growth in renewable 
power generation. The company produces utility-

PORTFOLIO EXAMPLE [FINANCIALS]
Amalgamated Bank
Amalgamated Bank (ticker: AMAL) provides commercial banking services 
throughout the United States with a distinct focus on environmental and 
social responsibility. The company has made a commitment of at least 
$700 million of assets to be dedicated to financing socially responsible 
businesses by the end of 2020. AMAL has discontinued the financing of fossil 
fuel projects, moved to 100% renewable electricity to power its corporate 
offices, and achieved net-zero emissions in company operations. AMAL was 
the first US bank to endorse the UN’s Principles for Responsible Banking 
(UNPRB). The company is also a founding partner of the Global Partnership 
for Carbon Accounting Financials, a collaboration effiort between banks 
to collectively develop a shared methodology to measure and disclose the 
greenhouse gas (GHG) emissions associated with loans and investments.

Source: www.valleyirrigation.com 

“As America’s socially 
responsible bank, 
Amalgamated Bank is 
committed to advancing 
environmental sustainability 
through our operations, the 
clients we partner with, 
and through participation 
in collective movements 
like the UN Principles for 
Responsible Banking.”

Keith Mestrich
CEO
Amalgamated Bank

Source: www.amalgamatedbank.
com 

grade solar panel positioning structures, a product that 
improves energy yields by maximizing panel exposure. 
The company also produces poles and lattice towers – 
a critical component of the infrastructure required in 
electrical transmission from newly constructed wind and 
solar farms to end consumers.
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PORTFOLIO EXAMPLE [HEALTH CARE]
Emergent Biosolutions, Inc.
Emergent BioSolutions, Inc. (ticker: EBS), is a pharmaceutical company focused on products that address public 
health threats. The opioid epidemic, which has claimed over 400,000 lives in last 20 years, is a critical societal 
problem. EBS’s Narcan Nasal Spray is the first FDA-approved nasal form of naloxone, a drug used to counteract 
opioid overdose. The nasal spray, which requires no specialized training to administer, is a differentiator vs. 
needle-based solutions. EBS works with various constituencies across a patient’s journey (see graphic) in an effort 
to build awareness of the risks associated with prescription opioids, to provide appropriate countermeasures, 
and to promote effective treatment options. In fact, many US states already require naloxone to be co-prescribed 
when a patient is prescribed an opioid.

Source: Emergent Biosolutions Investor Presentation
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About Kennedy Capital
Kennedy Capital Management, Inc. is a St. Louis-based, boutique 
investment firm that has focused on a goal of generating superior 
returns in the small and mid-cap domestic equity markets for our 
clients for 40 years.

We are an independent and 100% employee-owned investment 
adviser. Our team’s top priority is working for institutions and 
high-net-worth individuals, fostering an entrepreneurial culture 
that results in mutually beneficial long-term relationships.

Kennedy Capital has over 20 years of experience managing socially 
responsible client accounts.

KENNEDY CAPITAL SUSTAINABILITY EFFORTS 

Offsetting 100% of paper consumption with tree planting 
in reforestation projects

Installation of energy efficient lighting and sensors to 
reduce power consumption

Partnering with STL Youth Jobs to develop a talent 
pipeline with an emphasis on diversity

Promoting employee health and wellness through 
reimbursement programs

Installation of charging stations for electric vehicles 
at KCM
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The UNPRI is the world’s leading proponent of responsible investment. It works to understand the investment implications of environmental, social and governance (ESG) 
factors, and to support its international network of investor signatories in incorporating these factors into their investment and ownership decisions. The six Principles for 
Responsible Investment are a voluntary and aspirational set of investment principles that offer a menu of possible actions for incorporating ESG issues into investment practice.



DISCLAIMERS | Data as of 12/31/2019

How We Define ESG: Environmental: Prioritize companies that leverage a key environmental advantage vs. their peers. Significantly lower 
carbon footprint vs. benchmark. Social: Emphasize companies that promote societal benefits. Client-driven restrictions on companies involved 
with controversial products or services. Governance: Focus on board structure, compensation, shareholder rights, audit & accounting risk.

For the ESG SMID Cap Fund investors should consider the Fund’s investment objectives, risks, charges and expenses carefully before 
investing. This and other important information is contained in the fund’s full Prospectus and Summary Prospectus, which can be 
obtained by calling (833) 737-7788. Please read carefully before investing.

Although the statements of fact and data in this report have been obtained from, and are based upon, sources that the Firm believes to be 
reliable, we do not guarantee their accuracy, and any such information may be incomplete or condensed. All opinions included in this report 
constitute the Firm’s judgment as of the date of this report and are subject to change without notice. This report is for informational 
purposes only and should not be considered a recommendation to purchase or sell any particular security. Allocations among industries, 
sectors and securities may vary and are subject to change without notice. It should not be assumed that any of the securities transactions 
or holdings discussed were or will be profitable, or that the investment recommendations or decisions we make in the future will be 
profitable or will equal the investment performance of the securities discussed herein. Past performance is not a guarantee of future 
results. A complete list of all securities recommended by KCM in the preceding year, a full compliant GIPS composite report, and the list of 
composite descriptions are available upon request from KCM at 10 29 Olive Blvd., Suite 100. St. Louis, MO, 63141.

Top ten company holdings as a percentage of assets in the strategy as of 12/31/19: (1) Teledyne Technologies, Inc., 1.7%; (2) ON Semiconductor 
Corporation, 1.5%; (3) Perficient, Inc., 1.3%; (4) IDEX Corporation, 1.3%; (5) Omnicell, Inc., 1.3%; (6) Pool Corporation, 1.3%; (7) WNS (Holdings) 
Limited, 1.3%; (8) Mercury Systems, Inc., 1.2%; (9) California Water Service Group, 1.2%; (10) United Rentals, Inc., 1.2%.  Please visit 
www.kennedycapital.com for the ESG SMID Cap Fund holdings.

Russell Investment Group is the source and owner of the Russell Index data contained or reflected in this material and all trademarks and 
copyrights related thereto. The presentation may contain confidential information and unauthorized use, disclosure, copying, dissemination or 
redistribution is strictly prohibited. This is a presentation of KCM. Russell Investment Group is not responsible for the formatting or 
configuration of this material or for any inaccuracy in KCM’s presentation thereof.

The Russell 2500™ Index measures the performance of the small to mid-cap segment of the U.S. equity universe, commonly referred to as 
“smid” cap. The Russell 2500™ Index is a subset of the Russell 3000® Index. It includes approximately 2500 of 
the smallest securities based on a combination of their market cap and current index membership. The Russell 2500™ Index 
is constructed to provide a comprehensive and unbiased barometer for the small to mid-cap segment. The Index is completely reconstituted 
annually to ensure larger stocks do not distort the performance and characteristics of the true small to mid-cap opportunity set. You cannot 
invest directly into an index.

The Russell 2500™ Index is used as the benchmark. The Index is unmanaged and represents total returns including reinvestment of dividends. 
The benchmark is used for comparative purposes only and generally reflects the comparable risk or investment style of the Firm’s strategy. 
The investment portfolios underlying the Index are different from the investments in the portfolios managed by the Firm.

Carbon Emissions (Scope1 Wtd. Avg., mt.) is a weighted average of companies’ reported or estimated Scope 1 greenhouse gas emissions 
measured in metric tons. Scope 1 emissions are those from sources owned or controlled by the company. The assessment is sourced from 
MSCI’s Carbon Metrics database.  Companies not included in the MSCI Carbon Metrics database are not included in the weighted average 
calculation for the portfolio or the benchmark.  The fund is assessed quarterly compared to the weighted average emissions (reported or 
estimated as sourced from the MSCI Carbon Metrics database) of the Russell 2500™ index.  The fund’s weighted average emissions aims to be 
at least 80% lower than that of the index.

The Governance Score refers to the ISS Governance QualityScore, which is derived from publicly disclosed data on a company’s governance 
practices and for which a lower score is preferable. The Score is calculated as a weighted average for the fund and compared to the weighted 
average score for the Russell 2500™ index.  Companies not included in the ISS Governance QualityScore database are not included in the 
weighted average calculation for the portfolio or the benchmark. The QualityScore provides an indication of relative governance quality 
supported by factor-level data.  The fund’s weighted average QualityScore aims to be at least 15% lower (better) than that of the index.

Companies receive an overall QualityScore and a score for each of four categories: Board Structure, Compensation/ Remuneration, 
Shareholder Rights, and Audit & Risk Oversight. A score in the 1st decile indicates relatively higher quality governance practices and relatively 
lower governance risk, and, conversely, a score in the 10th decile indicates relatively higher governance risk.

The ESG SMID Cap Fund is distributed by IMST Distributors, LLC. IMST Distributor, LLC is not affiliated and does not distribute the ESG 
strategy offered by Kennedy Capital.

ESG criteria may affect the Fund’s exposure to risks associated with certain issuers, industries and sectors, which may impact the Fund’s 
investment performance. The Fund may forgo some market opportunities available to funds that do not use these criteria. Small to mid-
capitalization companies generally have a greater risk of failure, and their stocks generally have greater volatility than large companies.

Mutual fund investing involves risk; including loss of principal.

 
economy, individual countries, individual companies and the market in general.  The future impact of COVID-19 is 
currently unknown, and it may exacerbate other risks that apply to the Fund.

The ESG SMID Cap Fund is distributed by IMST Distributors, LLC.  IMST Distributor, LLC is not affiliated and does not 
distribute the ESG strategy offered by Kennedy Capital.
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https://www.kennedycapital.com/media/Kennedy-Capital-ESG-SMID-Cap-Prospectus.pdf
https://www.kennedycapital.com/media/Kennedy-Capital-ESG-SMID-Cap-Summary-Prospectus.pdf



