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Dear Fellow Investors,

It has been our long-standing view that sustainability, when properly leveraged throughout an organization,  
can lead to enhanced financial performance over the long term. It was this core belief that led to the launch of the 
 U.S. Large-Cap Sustainable Value strategy three years ago, and what helps drive our investing philosophy to this day. 
Undoubtedly, the terms “value” and “sustainability” are two words that can mean different things to different investors 
depending on their perspective. This seems especially pertinent given the shifts in investor sentiment and increased 
scrutiny of sustainable investing in recent years. We certainly embrace the challenge that the value landscape presents 
from a sustainability lens and have approached the universe from a solutions-based and performance first mindset. At its 
highest level, we believe that sustainability is all about “continuous improvement”, and companies and management teams 
that embrace this mindset have the opportunity to drive differentiated performance vs their peers over the long term. 

This report includes an overview of how we underwrite sustainable investment research into our investment process 
and decision making. We seek to identify companies that are leveraging sustainability to drive what we define as a 
Sustainable Cash Flow Advantage (SCFA) through the use of our 3P investment filter. We are looking for companies that 
are implementing sustainable strategies through their People, Process, and/or Product to drive enhanced free cash flow 
outcomes while actively managing sustainable risks that could impact their business over time. We look for companies 
that are focused on driving down employee turnover/retaining top talent, pulling waste and resource consumption from 
their day-to-day process, and delivering a product or service that is a solution to their customer’s needs. Our focus is on 
initiatives that are enhancing what are already attractive business models and financial profiles, allowing the companies 
we have selected to further differentiate from their peers over the long term. We believe sustainability, when done well,  
is good for business and shareholders. 

The concept of sustainability within the value universe is still relatively new to the market and many companies we 
look at are still early on in their sustainability journeys. By leveraging the size and depth of our in-house research team 
we are constantly looking for that next potential investment idea sitting at the intersection of value and sustainability. 
Our independent team has worked hard over the last few years analyzing companies from various economic sectors, 
purposefully casting a “wide net” to locate unique and differentiated opportunities. We have been pleased with the number 
of companies we are finding in the value space that are embracing sustainability, and the further we dig, the more excited 
we get about the potential opportunities in front of us. 

As a team we too embrace that “continuous improvement” mindset to get better each day and are thankful for the support 
from our clients. We are very excited about the initiatives that our companies are bringing to market and the potential 
impact they can drive over the long term. We hope that this report and the case studies within help to bring our excitement 
to life a little more and we look forward to continued conversations in the future. 

Sincerely,

Mike

Mike Poggi
Portfolio Manager

LETTER OF INTRODUCTION  
FROM THE PORTFOLIO MANAGER
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Investment philosophy 
The strategy seeks to achieve competitive risk-adjusted returns over a full 
market cycle while providing a margin of safety over time by investing in a 
concentrated portfolio of companies that we believe have proven durable 
fundamental strengths, exhibit capital discipline, attractive valuation 
and a Sustainable Cash Flow Advantage (SCFA). We seek strategy 
differentiation through a targeted research- intensive approach that is 
focused on uncovering what we believe to be attractive investments that 
meet our sustainability-related and “value” criteria.

Our managers and investment team have extensive large-cap, value, and 
sustainable investing backgrounds that support our unique research-
intensive approach. We believe that sustainable investment research 
provides a differentiated perspective that enables us to identify  
high-quality investments with Sustainable Cash Flow Advantages  
versus competitors.

Investment process
Our investment process seeks to identify companies that possess a 
Sustainable Cash Flow Advantage through the use of our 3P investment 
filter. Companies that exhibit SCFA typically have sustainable strategies 
or attributes that have the potential to drive outcomes that impact People 
and/or Process and/or Product.

SUSTAINABLE INVESTING AT BROWN ADVISORY

As investors, we will consider any data, factor, business tactic or strategy, economic or market condition – whether 
quantitative and qualitative – which might allow us to better understand the material challenges and opportunities 
facing a business or issuer. Every Brown Advisory investment strategy holds the fiduciary duty of delivering 
investment performance to clients as its highest obligation.

How we think about Sustainable Investing

Sustainable Investing strategies apply an active and documented investment decision-making framework that 
emphasizes the materiality of the risks and/or opportunities that arise from natural resource, social and economic, 
climate, and/or governance issues in their underwriting of an investment. No two Sustainable Investing strategies 
will be exactly alike--each strategy’s approach will reflect the portfolio manager’s autonomy to invest in the way they 
believe best generates long-term performance for clients.

The scenarios presented above are hypothetical and used to illustrate a variety of SCFAs.  
They are not based on any specific company or holding. 

Please see the end of the report for important disclosures.

3P INVESTMENT FILTER

PEOPLE 

PROCESS 

PRODUCT 

EXAMPLE: CULTURE & CAPITAL DISCIPLINE

SCENARIO: Challenging environment for attraction and retention 
of talent resulting in weakened employee base and higher costs.

STRATEGY: Cultural cohesion and internal promotion. Focus on 
fair compensation, training reimbursement, and strong health and 
safety standards.

SCFA OUTCOME: Productivity gains and talent attraction 
reducing costs and maximizing engagement.

EXAMPLE: OPERATIONAL EXCELLENCE

SCENARIO: Drive to improve incremental margins through 
continuous cost improvement.

STRATEGY: Sound operations that promote a safe and healthy 
community can bolster franchise value, while also avoiding 
regulatory or reputational risk.

SCFA OUTCOME: Improve margins through operations that save 
costs and resources, enabling meaningful reduction in carbon 
emissions and natural capital.

EXAMPLE: DIVERSIFICATION

SCENARIO: Energy is the foundation of our economy and 
responsible for emissions that contribute to climate change. 

STRATEGY: A company recognizes the need to decarbonize the 
economy, and the demand for cleaner energy solutions.

SCFA OUTCOME: Companies that focus on sustainable 
energy stand to benefit from regulatory pressure for an  
energy expansion.



LARGE-CAP SUSTAINABLE VALUE STRATEGY

4

SCFAs in Action

TRANE TECHNOLOGIES

SUSTAINABLE CASH FLOW ADVANTAGE: 
Product, Process

SUSTAINABILITY THEME:
Primary Category: Climate &  
Natural Capital 
Subcategory: Sustainable Technology 
Innovation

BUSINESS SCENARIO: 
Trane Technologies is a global climate control business providing 
heating, ventilation, and air conditioning (HVAC) products, transport 
refrigeration, and custom refrigeration solutions with a strategy 
built upon accelerating energy efficiency and reducing greenhouse 
gas emissions. Over ~98% of Trane’s carbon footprint is associated 
with product usage, and their recognition that this is where they can 
drive the most impact resulted in Trane’s Gigaton Challenge initiative 
in 2019 whereby they seek to reduce 1 billion metric tons of carbon 
emissions from their customer footprint by 2030.1 Highlighting their 
recent progress, Trane reduced their customers’ carbon footprint 
by an estimated 80 million metric tons in 2024 bringing their total 
to 237 million metric tons of reduced carbon emissions associated 
with product use from the 2019 baseline.2 Trane meaningfully 
invests in innovative solutions to support both the decarbonization 
of their customers as well as their own internal operations as 
evidenced by the ~$309 million R&D investment made in 2024 tied 
to energy efficiency, electrification, material conservation and low-
global warming potential (GWP) refrigerants.2 Within their internal 
operations, Trane continues to showcase their industry leadership  
role in decarbonization efforts as demonstrated by their recent goal  
to reduce the carbon associated with the full life cycle of their 
products including production, transportation, and disposal by  
40% by 2030.2 Trane has long committed to incorporating circularity 
throughout their value chain and there are several other aspects 
that support this internal strategy including $215 million in revenue 
generated from remanufactured products and services in 2024 
which is more than double the 2023 amount.2 We believe Trane is well 
positioned to benefit from key secular trends, including customer 
decarbonization commitments and data center buildout associated 
with AI, and we expect Trane’s continued focus on decarbonization 
and energy efficiency to drive revenue growth for the company in the 
coming years.

The information provided in this material is not intended to be and should not be considered to 
be a recommendation or suggestion to engage in or refrain from a particular course of action 
or to make or hold a particular investment or pursue a particular investment strategy, including 
whether or not to buy, sell or hold any of the securities mentioned. It should not be assumed that 
investments in such securities have been or will be profitable. To the extent specific securities 
are mentioned, they have been selected by the author on an objective basis to illustrate the 
sustainable investment philosophy of the strategy, and do not represent all of the securities 
purchased, sold or recommended for advisory clients. Portfolio information is based on a Brown 
Advisory Large-Cap Sustainable Value representative account. Please see the end of this report 
for important disclosures.

1	 TT 2024 10K, TT 2024 Sustainability Report, TT 2023 Sustainability Report.

2	 TT 2024 Sustainability Report.

CRH

SUSTAINABLE CASH FLOW ADVANTAGE: 
Product, Process

SUSTAINABILITY THEME:
Primary Category: Climate &  
Natural Capital 
�Subcategory: Sustainable Technology 
Innovation

BUSINESS SCENARIO: 
CRH is a manufacturer and distributor of building materials and 
products that is capitalizing on the opportunity to redesign, construct, 
and renovate urban landscapes to create efficient and resilient 
buildings and utilities. With construction materials as the second-
largest contributor to the global carbon emissions of the built  
environment3, CRH’s efforts to decarbonize cement, integrate 
recycled materials across the supply chain, and set industry-
leading internal commitments on sustainability initiatives present 
a substantial opportunity in a hard-to-abate industry. In 2023, 
products with “enhanced sustainability attributes” accounted for 
nearly $14 billion in revenue, representing a 10% increase from 2022 
and about 40% of CRH’s total revenue.4 These products incorporate 
recycled materials, are produced using alternative energy and fuel 
sources, have a lower carbon footprint compared to those produced 
using traditional manufacturing processes, and/or are designed 
to specifically benefit the environment (i.e., water treatment and 
management systems). For example, CRH invests heavily in recycled 
materials such as asphalt technologies, which is approximately 25% 
of every mile of road that the company builds.4 Additionally, with its 
cement production, CRH is scaling three decarbonization methods 
to reduce the emissions of the second-most consumed material 
in the world: post-combustion carbon capture, use of alternative 
fuels, and supplementary cementitious materials (SCMs) that blend 
lower carbon materials into cement. These efforts are to help CRH 
achieve its net-zero target by 2050, with an interim target to deliver 
a 30% reduction in absolute emissions by 2030.4 We believe CRH 
is positioned to mitigate the emissions of the critical construction 
sector and contribute to a more resilient built environment. 

3	� UN Environmental Programme Report, Building Materials and the Climate: Constructing a 
New Future, 2023.

4	 CRH 2023 Sustainability Report.

https://wedocs.unep.org/20.500.11822/43293
https://wedocs.unep.org/20.500.11822/43293
https://www.crh.com/media/5157/crh-sustainability-report-2023_interactive_vhr.pdf
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SUSTAINABILITY THEMES

Our investment approach is rooted in deep, bottom-up research that seeks to identify high quality companies with 
sustainable business advantages at compelling valuations. This approach has led to what we believe is a portfolio of 
companies with attractive potential returns that may also create positive sustainability outcomes.

While we invest solely to drive performance, our focus on sustainable research within our due diligence process 
results in strategy investments associated with a range of positive outcomes generated by our companies.

Diversification by themes
We do not target any particular theme or combination of themes as 
part of our investment thesis. That said, for the purposes of assessment 
and to recognize the positive outcomes associated with the activities 
of companies in which we invest, we have a straightforward, internally 
created framework (see below) to illustrate the variety of challenges and 
opportunities our portfolios are exposed to.

A CLIENT-FOCUSED THEMATIC FRAMEWORK

The themes presented in the Brown Advisory framework 
to the left, Climate & Natural Capital and Community 
& Human Capital, have been developed with the sole 
purpose of explaining the potential sustainability 
outcomes of our investments. We work closely with our 
clients to help them translate our themes against their 
own tools or other internationally recognized frameworks, 
such as the U.N. Sustainable Development Goals (SDGs), 
if that aligns with their investment philosophy or goals.
Whilst we do not invest to achieve these goals, some 
clients have found it useful to show how our themes  
map against the SDGs to understand a strategy’s 
investment outcomes.Source: Brown Advisory analysis. Neutral represents holdings that are not categorized within 

the framework and cash. Numbers may not total to 100% due to rounding. Neutral represents 
holdings that are not characterized within the framework and is based on a Brown Advisory 
Large-Cap Sustainable Value representative account as of Dec. 31, 2024. Please see the end of 
this report for important disclosures.

28.05%
Neutral

42.50%
Climate &

Natural
Capital

29.45%
Community 

& Human 
Capital
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Carbon emissions data
We believe the companies in which we invest generate a wide variety of positive outcomes. Some of these can be measured in the aggregate,  
for example, the portfolio’s overall carbon emissions profile which has been significantly lower than the benchmark. From an investment perspective, 
this is beneficial as lower emissions can reduce the cost of operating expenses when paired with efficiency gains, mitigate certain regulatory risks,  
and signal stronger long-term resilience in an increasingly turbulent ecosystem.

Science-based targets progress
To ensure climate risks are managed over time, we are focused on the adoption of science-based targets (SBTs) across our investments. Many of our 
investments publish targets in line with recommendations from the Science-Based Target initiative (SBTi) although some independently set targets. 
We do not require that SBTs be validated by the SBTi specifically, but we do encourage some form of third-party verification and annual reporting of 
progress toward targets. The presence of credible, forward-looking climate targets can signal a company’s preparedness for regulatory shifts, evolving 
customer expectations, and resource constraints—factors that may contribute to long-term resilience and competitive positioning.

1	� Tons CO e/$M revenue of portfolio holdings, adjusted based on relative weighting of each holding.

Source: MSCI ESG Manager. Portfolio information is based on a Brown Advisory Large-Cap Sustainable Value representative account as of Dec. 31, 2024. Please see the end of this report for important 
disclosures and a complete list of terms and index definitions.

2	� Note that the SBTi itself is evolving alongside the climate change crisis; as time passes it is asking companies to consider more aggressive reductions in the hope of further restraining long-term 
global warming. Companies in this portfolio that have not set carbon targets are largely low-emission businesses by their nature, but we nonetheless seek to engage with all companies to understand 
their decarbonization strategies and to seek improved transparency and disclosure.

Source: MSCI ESG Manager. Data reflects portfolio holdings as of Dec. 31, 2024. Portfolio information is based on a Brown Advisory Large-Cap Sustainable Value representative account. Please see the 
end of this report for important disclosures.

CARBON EMISSIONS PER $1M WEIGHTED AVERAGE CARBON INTENSITY1

41.8

76.5

Large-Cap Sustainable Value Russell 1000 Value Index

2024

Large-Cap Sustainable Value Russell 1000 Value Index

2024

87.2

165.5

9.8%
7.3%

46.3%

0.0%

36.6%

2024

Committed to Set 
SBTi Targets

No Published Targets SBTi Approved, 
Aligned with 1.5°C Goal2

SBTi Approved, 
Aligned with Well-below 

2°C Goal2

Targets Published 
Independently of SBTi
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ENGAGEMENT

Engagement is a foundational part of our investment research and ongoing monitoring of the companies in our 
portfolio. As active investors, we frequently engage with company management teams and other key stakeholders 
on sustainability-related risks and opportunities that could impact the business. These insights help to challenge our 
thinking and refine our conviction, which we believe is critical to delivering performance for clients.

Source: Brown Advisory. Portfolio information based on a Brown Advisory Large-Cap Sustainable Value representative account. We do not engage with every company or issuer. We only engage when 
we believe engagement will be material to our investment decision-making. Please see the end of this report for important disclosures. 

FREQUENCY BY ENGAGEMENT PRIORITY WITH ISSUERS IN 
THE PORTFOLIO

32 
Overall portfolio 
engagements 

22 
Climate Risk 

Reporting on and managing 
climate risk.

17 
Human Capital, Culture, and Community

Human capital management practices to attract and retain  
talent, corporate culture, supply chain management, and 
community relations. 

19 
Disclosure

Standardized reporting 
frameworks and increased 
transparency.

19
Governance

Compensation practices, 
shareholder rights, and 
company leadership.

11
AI

Transparency into responsible 
AI development and 
practices.

Our engagement activity by the numbers
As long-term investors, we prefer to collaborate with the companies we hold to encourage positive and shareholder accretive change over time.  
We believe this constructive approach is more likely to yield progress. That said, if we feel management is unable or unwilling to improve on issues  
we deem to be significant, or if we feel our investment thesis has been violated, we may eliminate our position in order to protect long-term value for  
our clients.



U.S. INDEPENDENT POWER 
PRODUCER

PRIORITY: 
Climate Risk 

ACTIVITY: 
We engaged with an independent power 
producer—one of the nation’s largest 

suppliers of clean energy to the grid—to discuss the evolving public 
and political perception of nuclear energy, the challenges and 
opportunities in the energy expansion, and long-term hurdles in fleet 
operation from life extension to storage. We met with sustainability 
leadership at the company following the publication of the 2024 
sustainability report, which demonstrated improved disclosure and 
progress on clean energy goals. Within the context of rising energy 
demand and energy industry polarization, we sought to understand 
how the company is positioning itself to achieve its goals of 95% 
carbon-free electricity by 2030 and 100% by 2040.

OUTCOME: 
The engagement highlighted improvements in the company’s risk 
management and strengthened our belief in its nuclear and clean 
energy leadership. Specifically, the discussion provided us with a 
clearer understanding of the company’s safety, waste, and storage 
efforts, as well as fleet extension and M&A activity to bolster our 
investment thesis. The company acknowledged that other parts of 
the energy industry have stepped back from net-zero commitments 
but reiterated to us its emphasis on reducing carbon intensity with 
clean and reliable electricity generation. Our investment team gained 
greater conviction in the company as a meaningful contributor to the 
energy solution. 

WASTE MANAGEMENT  
COMPANY

PRIORITY: 
Climate Risk 

ACTIVITY: 
The strategy includes an investment 
in a waste management company that 

provides essential, non-hazardous waste collection, transfer and 
disposal services, and resource recovery, including recycling and 
renewables fuel generation. Given employee safety, regulatory, 
and environmental risks around solid waste, we engaged with the 
company to understand how its’ focus on sustainability drives its 
business and operations. In addition to discussing environmental 
initiatives (recycling and treatment plants), improved safety 
measures, and overall human capital and risk management,  
we encouraged robust reporting and disclosure of decision-useful 
sustainability data.

OUTCOME: 
The engagement reinforced our thesis on the company’s leadership 
position in human capital management. With management changes, 
the company has doubled down on its culture and employee retention, 
leading to a clear operational advantage with declining voluntary 
turnover and improving employee engagement. The company has 
expanded technologies for recruiting, training, and in-house driving 
schools to upskill current and new employees, resulting in a safety 
incident rate half that of the industry average. Beyond the operational 
advantage, the discussion emphasized the company’s continued 
progress in emission management and technology advancements 
related to recycling, PFAS treatment, and renewable natural gas 
(RNG) projects. Our investment team appreciated engaging with the 
company to gain conviction in its management and consideration of 
social and environmental concerns fundamental to its business.

Notable engagements in 2024
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Engagement case studies are based on engagements related to the Brown Advisory Large-Cap Sustainable Value strategy during 2024. We do not engage with every issuer. We only engage when we 
believe engagement will be material to our investment decision-making. Sectors identified for each company are based on the GICS sector classification system. The information provided in this 
material is not intended to be and should not be considered to be a recommendation or suggestion to engage in or refrain from a particular course of action or to make or hold a particular investment 
or pursue a particular investment strategy, including whether or not to buy, sell or hold any of the securities mentioned. It should not be assumed that investments in such securities have been or will 
be profitable. To the extent specific securities are mentioned, they have been selected by the author on an objective basis to illustrate the sustainable investment philosophy of the strategy, and do not 
represent all of the securities purchased, sold or recommended for advisory clients. Portfolio information is based on a Brown Advisory Large-Cap Sustainable Value representative account. Please see 
the end of this report for important disclosures.

Please note, for the purpose of our public reporting, and in keeping 
with the spirit of trust and collaborative dialogue with our holding 
companies, we feel that it is important to anonymize the companies 
with which we engage on key sustainability issues.
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The views expressed are those of the author and Brown Advisory as of the date referenced and are subject to change at any time based on market or others 
conditions. These views are not intended to be and should not be relied upon as investment advice and are not intended to be a forecast of future events or a 
guarantee of future results. Past performance is not a guarantee of future performance and you may not get back the amount invested.

Sustainable investment considerations are one of multiple informational inputs into the investment process, alongside data on traditional financial factors, and so are not the 
sole driver of decision-making. Sustainable investment analysis may not be performed for every holding in the strategy. Sustainable investment considerations that are material 
will vary by investment style, sector/industry, market trends and client objectives. The strategy seeks to identify companies that it believes may be desirable based on our 
analysis of sustainable investment related risks and opportunities, but investors may differ in their views. As a result, the strategy may invest in companies that do not reflect the 
beliefs and values of any particular investor. The strategy may also invest in companies that would otherwise be excluded from other funds that focus on sustainable investment 
risks. Security selection will be impacted by the combined focus on sustainable investment research assessments and fundamental research assessments including the return 
forecasts. The strategy incorporates data from third parties in its research process but does not make investment decisions based on third-party data alone.

©2024 MSCI ESG Research LLC. Reproduced by permission; no further redistribution. Although Brown Advisory’s information providers, including without limitation, MSCI 
ESG Research LLC and its affiliates (the “ESG Parties”), obtain information from sources they consider reliable, none of the ESG Parties warrants or guarantees the originality, 
accuracy and/or completeness of any data herein. None of the ESG Parties makes any express or implied warranties of any kind, and the ESG Parties hereby expressly disclaim 
all warranties of merchantability and fitness for a particular purpose, with respect to any data herein. None of the ESG Parties shall have any liability for any errors or omissions 
in connection with any data herein. Further, without limiting any of the foregoing, in no event shall any of the ESG Parties have any liability for any direct, indirect, special, punitive, 
consequential or any other damages (including lost profits) arising from use of any of the data herein even if notified of the possibility of such damages.

The information provided in this material is not intended to be and should not be considered to be a recommendation or suggestion to engage in or refrain from a particular 
course of action or to make or hold a particular investment or pursue a particular investment strategy, including whether or not to buy, sell or hold any of the securities mentioned. 
It should not be assumed that investments in such securities have been or will be profitable. To the extent specific securities are mentioned, they have been selected by the  
author on an objective basis to illustrate views expressed in the commentary and do not represent all of the securities purchased, sold or recommended for advisory clients.  
The information contained herein has been prepared from sources believed reliable but is not guaranteed by us as to its timeliness or accuracy, and is not a complete summary or 
statement of all available data. This piece is intended solely for our clients and prospective clients, is for informational purposes only, and is not individually tailored for or directed 
to any particular client or prospective client. Diversification does not assure a profit, nor does it protect against a loss in a declining market.

It is not possible to invest directly in an index. Holdings and/or sector allocations are subject to change at any time and are not recommendations to buy or sell any security.  
The Russell 1000® Value Index measures the performance of the large-cap value segment of the U.S. equity universe. It includes those Russell 1000 companies with lower 
price-to-book ratios and lower expected and historical growth rates. The Russell 1000® Value Index is constructed to provide a comprehensive and unbiased barometer for the 
large-cap value segment. The Index is completely reconstituted annually to ensure new and growing equities are included and that the represented companies continue to reflect 
value characteristics. The Russell 1000® Value Index and Russell® are trademarks/service marks of the London Stock Exchange Group companies. An investor cannot invest 
directly into an index. Benchmark returns are not covered by the report of the independent verifiers. The Global Industry Classification Standard (GICS) was developed by and is 
the exclusive property of MSCI and Standard & Poor’s. “Global Industry Classification Standard (GICS), “GICS” and “GICS Direct” are service marks of Standard & Poor’s and MSCI. 
“GICS” is a trademark of MSCI and Standard & Poor’s. All MSCI indexes and products are trademarks and service marks of MSCI or its subsidiaries.

www.brownadvisory.com

Contact information
U.S. INSTITUTIONAL SALES & SERVICE
institutionalsales@brownadvisory.com 
(410)873 5252

INTERNATIONAL INSTITUTIONAL SALES
internationalinstitutionalsales@brownadvisory.com 
+44 (0)20 3301 8130
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