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This Environmental, Social and Governance (ESG) report details the Citadel Group’s performance
with regard to key transformation areas over the period 1 January 2020 to 31 December 2020.

OVERVIEW
At Citadel, the principles of ESG investing have been an organic and evolving part of our investment management process for many
years. In December 2020 professional services firm PwC released a report highlighting what Citadel has long known, that investors
are increasingly putting their resources into investments which match and fulfil their ESG ambitions. The report, Asset and Wealth
Management Revolution: The Power to Shape the Future, also showed that funds which were aligned to ESG thinking outperformed
traditional counterparts by 9% between 2010 and 2019.
As a homegrown South African company with deep vested interests in the success and sustainability of the country as a whole, Citadel
understands the importance of remaining close to the political, social, environmental, economic and governance issues dominating
South African business and society. This responsibility came into stark relief in 2020 when, faced with the impact of the COVID-19
pandemic on both South Africa and the world, Citadel’s existing commitment to ESG investing and supporting impactful social
problems enabled us to support the wealth management ambitions of our 8 900 clients while supporting our 460 staff members, as well
as the broader Citadel community and South African society as a whole.
As a wealth management company which invests across asset classes and over variable periods, our portfolios touch a range of money
market instruments, government and corporate bonds, hedge funds, equities, real estate, currencies and commodities. Currently
Citadel’s ESG is best identifiable within the realm of equity investing. In 2020 our in-house equity team fine-tuned and elaborated on a
multi-faceted strategy to address and quantify ESG risks both locally and offshore.
For Citadel, paying attention to ESG factors supports sound asset allocation and investment decision making, which ultimately works
to the advantage of our clients. This also has a clear and distinct ripple effect across society. While it is our stated intention to help
our clients effectively manage their wealth, it is also our goal to work closely with select South African partners and socio-economic
development agencies to help each and every South African reach their own remarkable. As such, our ESG approach is holistically
supported by our sustainable approach to investing, which is best illustrated by highlighting the four pillars which support our
investment philosophy.

CITADEL INVESTMENT PILLARS

PILLAR ONE:
VALUE INVESTING
MAKES SENSE

PILLAR TWO:
ASSET ALLOCATION
DRIVES PERFORMANCE

Every asset class
or investment has
an economic value.
While market
perceptions of
economic value
typically fluctuate
strongly, the
economic value does
not fluctuate greatly
over time. In the real
world, market prices
often diverge from
economic value. We
base our investment
decisions on the
under- and overvaluation of asset
classes.

Numerous studies
have shown that
the majority of
investment returns
can be attributed
to asset allocation
decisions.

PILLAR THREE: EFFECTIVE
DIVERSIFICATION
REDUCES RISK WITHOUT
COMPROMISING
RETURNS

A portfolio that
consists of a range
of asset classes, or
sources of return that
perform positively
in different market
circumstances, is
robust and should
preserve and grow
wealth consistently.

PILLAR FOUR: THE
FUTURE IS UNCERTAIN
AND WILL OFTEN
SURPRISE

Often economic or
other events take
investors by surprise
and throw their
investment strategies
into disarray. If these
uncertainties are
built into the
portfolio-construction
process upfront, then
such unforeseen
events should not
throw the investment
strategy off course
and emotions can
be kept out of the
process.

REPORTING UNIVERSE
All references in this report to Citadel, the Group or Citadel Group encompass all entities in the broader Citadel universe.
Citadel Investment Services

CIS Nominees

Peregrine Treasury Solutions

Impex Treasury Solutions

Point 3 Financial Solutions

Point 3 Investment Solutions

Purpose Wealth

Citadel Specialised Client Services

Citadel Fiduciary

CITADEL
GROUP

Citadel Wealth

Seshego Consulting (49% stake)

Citadel Financial Protection

Seshego Benefit Consulting (49%)

Assupol Wealth (49%)

Peregrine Life Limited

Peregrine Administration Services

Peregrine Solutions Nominees

H4 Collective Investments

Peregrine Guernsey

Peregrine Wealth
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REPORTING PRINCIPLES
Citadel’s ESG approach is informed by relevant industry codes and legislation, as well as responsible investment guidelines recognised
around the world. These include:
•
		
•
		
		
•
		
		
•
		
•
		
		
		
•
		
•
		
		
•
		
		
•
		
•
		
•
		
		

Financial Sector Charter – Citadel adheres to all the principles and criteria as set out in the Charter, including those
relating to addressing inequalities and contributing to sustained economic growth, development and social transformation.
Broad-Based Black Economic Empowerment Act – Citadel subscribes to the tenets of the Act and its focus on increasing
the broad-based and effective participation of black people in the economy, as well as the promotion of a higher growth rate,
increased employment and a more equitable distribution of income and opportunities.
Code for Responsible Investing in South Africa (CRISA) – Principle three of the CRISA states that: “Where
appropriate, institutional investors should consider a collaborative approach to promote acceptance and implementation of the
principles of this code and other codes and standards applicable to institutional investors.”
King IV Report on Governance for South Africa 2016 – King IV builds on earlier reports by focusing on the “triple
context of economy, society and the environment” and encourages greater transparency in terms of ESG reporting.
Regulation 28 of the Pension Funds Act – South African pension funds are governed by Regulation 28 of the Act, which
makes it a regulatory requirement to follow responsible investment practices. Sections (2)(b) and (2)(c)(ix) of Reg 28 require all
funds to have an investment policy statement and for the boards of those funds to focus on ESG factors prior to investing in any
asset. These requirements are an implicit part of the Citadel investment process.
South African Insurance Association Code of Conduct – The code promotes the highest ethical standards and good
business practice in the industry.
United Nations Principles for Responsible Investment (UN PRI) – UN PRI was launched in 2006 and looks to
understand the implications of ESG factors on investments and to support the incorporation of these factors into investment
and ownership decisions.
United Nations Environment Programme Finance Initiative (UNEP FI) – The UNEP FI’s principles for sustainable
insurance focus on the reduction of risk, innovation, economic development, protection for society, as well as the contribution
of the sector towards sustainability in terms of the environment, society and the economy.
International Corporate Governance Network (ICGN) – The ICGN’s principles require institutional investors to take
issues around ESG seriously.
2030 Agenda for Sustainable Development – Adopted by the UN in 2015, this blueprint focuses on 17 sustainable
development goals, which span ESG considerations.
The Association for Savings and Investment South Africa (ASISA) – Citadel plays an active part in South Africa’s
highly regulated and very dynamic investment industry. We believe we have a role to play in helping shape the environment
where we can, which is why we have representation on industry body’s various committees and working groups.

CITADEL’S ESG INVESTMENT APPROACH
In recent years ESG has become a crucial, if not thematic, area of global investment management. Citadel has always taken ESG
extremely seriously, despite not having explicitly labelled our efforts as “ESG” in the past. If anything, our tools and methods for
incorporating ESG have developed further and more robustly as more data has become more readily available to confirm our
hypothesis.

OUR ESG INVESTMENT RATIONALE
There has been a significant asset management trend towards ESG principles in both investment philosophy and portfolio construction.
The rationale for ESG investing is two-fold in that it satisfies modern investor objectives and provides excess returns over the long term.
In our experience ESG principles generally take two forms: implicit and explicit. The distinction between implicit and explicit ESG is
important as it helps contextualise our approach to an area of investment that feels altogether new.
Explicit ESG investing involves an investment process that specifically caters to unpacking the three ESG principles, in an investment
rationale, thus highlighting how any individual investment scores in terms of ESG. Typically, in this system, ESG will have explicit
scoring with respect to the overall decision-making process and will often have its own section in investment documentation and
research. Some management teams have also taken to segmenting their teams to have ESG-focused analysts and portfolio managers
contributing to the overall process.
To a certain extent the trend of ESG investing and the explicit changes to investment processes and portfolio construction have
seemed forced, as a way for portfolio managers to signal to their clients that they aren’t being left behind and that they are taking their
objectives seriously.
We have considered our approach to investing and believe that we have for some time incorporated an implicit ESG framework.
Despite this we continue to strive to develop our research process and philosophy and believe that ESG will continue to factor
increasingly into our thinking.
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THE CITADEL EQUITY ESG PROCESS
The implicit ESG approach covers ESG principles in the investment
process without having to separate it from the overall due diligence of
any investment. We believe that adhering to ESG principles will allow
companies to outperform in the long term, but that ESG principles
present themselves differently for different companies.
Thus, by not approaching ESG as a particular exercise we can be
nimble in our assessment of ESG for different companies in varying
sectors and industries.
An important example of this is in the mining sector in which
ESG stands out at every level. Mining companies must have a
sustainable footprint, from an environmental perspective, as well as
a rehabilitation process that is clear for any mining site and with a
recognisable track record. This is pivotal to the overall valuation of
a mining company as ineffective environmental considerations can
lead to significant fines and loss of licenses in key operating areas.
In a similar way, mining companies significantly affect the societies
surrounding mines. Generally nearby towns are a significant source
of labour and thus the interaction and relationship with society is
also a crucial consideration. We have seen in extreme scenarios how
poor social foundations can lead to tenuous working conditions and
a volatile operating environment. Thus the “E” and “S” in ESG, for
mining companies, stand out.
Governance, in our approach, is crucial for all companies regardless
of industry. It is a key consideration in understanding various parts
of the business including key areas such as operations, company
management and financial stability, and soundness. Thus, our
approach is factoring and quantifying various ESG aspects at every
level of our investment process thereby helping us understand
whether a company is a reasonable investment. This is done alongside
the work we do at investment level in understanding dynamics such as
revenue growth, margin generation and reinvestment.
There are other companies, in less controversial industries, that
require less effort, from an ESG perspective, as they tend to have less
ESG-related risks. For instance, an asset management or software
company tend to have fewer “E” and “S” considerations than a large
miner. In this case, we focus on the broader investment factors as
there are clearly fewer risks.
While our approach does not explicitly highlight ESG in a section of
a report or via an analyst’s title it plays a crucial part in our decisionmaking process. We believe that it is important for companies
to consider their various impacts and for the active investment
community to critique these managers accurately as part of our
fiduciary role to our investors.

OUR TOOLS FOR ESG INVESTING
In the past the only source of ESG data came from company reporting
from an ESG perspective. Company reporting has become more
explicit, if not robotic in many instances, with respect to ESG data,
which makes it helpful to understand companies from an ESG
perspective.
In addition, the plethora of data providers focusing on ESG has
provided a valuable source of information for ESG data. Our chosen
data provider is Bloomberg, a platform which has developed more and
more tools from and ESG perspective. In addition, we have partnered
with Peresec in South Africa to obtain company specific ESG research
which assists in our overall investment process.
These new initiatives have been helpful in isolating data points and
evidence related to ESG but we still rely significantly on reporting
and our own assessment of ESG as we understand companies from a
fundamental perspective.
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KEY INTERVENTIONS
CITADEL PHILANTHROPY FOUNDATION

The first of its kind in South Africa, the Citadel Philanthropy Foundation helps donor clients identify and refine their philanthropic
goals as part of a holistic wealth management plan. Citadel’s in-house experts work closely with clients over the long term to ensure
that their philanthropic goals are met.
The Citadel Group’s socio-economic development (SED) spend is distributed through the Citadel Philanthropy Foundation. The
Citadel Philanthropy Foundation aims to provide long-term sustainability to projects within the fields of education, health, housing,
community and conservation. Citadel’s in-house fiduciary team provides professional support and reduces the business-risk liability
of donors.

WATCH VIDEO
The projects undertaken by the Group under the Citadel Philanthropy Foundation banner include, but are not limited to:
A NIGHT WITH RONAN KEATING AND GARY PLAYER

SOCIO-ECONOMIC DEVELOPMENT PROJECTS

In November 2020, the Citadel Philanthropy Foundation
together with South African golf legend, Gary Player, and Irish
popstar, Ronan Keating, again hosted a highly-anticipated charity
auction. In spite of extraordinary financial and social pressures
as a result of the Coronavirus pandemic and the challenges
associated with hosting both virtual and socially-distanced
events, much-needed funds were raised for the Gary Player
Foundation beneficiary, the Blair Atholl Pre-Primary School, and
the Ronan Keating Foundation beneficiary, the Red Cross War
Memorial Children’s Hospital Oncology Unit.

In April 2020, Citadel Philanthropy donated R1 million to the
PinkDrive, through the Kolisi Foundation. The funds went
towards COVID-19 testing in previously disadvantaged and
vulnerable areas of South Africa. The Kolisi Foundation was
founded by Siya Kolisi, South Africa’s 2019 World Cup-winning
rugby captain, and his wife, Rachel.

COVID-19 RELIEF
Over the past year about R700 000 was donated by Citadel employees to COVID-19 relief efforts and various other organisations
in need. These donations are managed by the Citadel Philanthropy Foundation and distributed to beneficiaries such as the Kolisi
Foundation, Food Forward, Solidarity Fund and NSPCA.
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CITADEL TALMAR IMPACT FOUNDATION
In 2018, Citadel and Talmar, an impact and project development organisation, joined forces to form the Citadel Talmar Impact
Foundation (CTIF), a non-profit trust.
CTIF’s aim is to break the habit of charitable dependency, and strengthen the South African economy for all its citizens. The
foundation operates with an entrepreneurial sensibility and according to strict fiduciary guidelines. The model combines
philanthropy with commercial sensibilities.
The foundation advocates the principle of venture philanthropy, where initial donors to social development programmes unlock
exponential growth and sustainable returns.
Venture philanthropy involves combining private and corporate donor funding with public resources and investment capital.
Donations can be thought of as “start-up seeding”, with the resultant and ongoing profits directed towards social empowerment.
One such example is a project in the Northern Cape town of Onseepkans, where 27 community members have combined their land
into one resource – growing grapes that are now exported as raisins internationally.

WATCH VIDEO

CITADEL GREEN-RATED OFFICES AND OPERATIONS
Citadel has 10 offices across South Africa and an additional United Kingdom-based offshore office in Guernsey, Channel Islands. Each
of our offices is encouraged to support our Reduce, Reuse, Recycle ethos by instituting sustainable waste management and energy
saving initiatives.
This drive is integrally connected to Citadel’s overarching digital focus, which was underpinned by the launch of the My Secure Zone
platform in 2017. This tech theme is both a concerted effort to secure Citadel’s systems and core functions, and tackle cyber security
threats, while harnessing the power of a digital business for environmental benefits. Through the secure, paperless My Secure Zone
platform, Citadel has created a user-friendly method for interacting with clients and sharing information such as portfolio updates,
tax information and new regulatory information without using reams of paper.
In addition, our offices are all encouraged to roll out Citadel’s waste management initiatives to ensure that recycling bins are available
for paper, glass and plastic recycling, and all printer cartridges are recycled.
In our Cape Town, Pretoria and Johannesburg offices the use of SMART metering also enables energy and water consumption and
inefficiencies to be identified, with the aim of rolling out technical and behavioural reduction efforts.
Over and above these systems, the green-focused achievements of several of our offices stands out over the year in review.
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OUTCOMES: SANDTON
In August 2019 Citadel’s Johannesburg-based staff moved into a new address: Katherine Towers, 1 Park Lane, Sandton. The certified
green building fits in with Citadel’s environmental ethos and the Group’s ambitions to strive for a greener, more sustainable future.
Katherine Towers is targeting a 30% energy reduction compared with conventional buildings.
Over the course of 2020 the following energy-saving initiatives were undertaken within the Katherine Towers building:
•
•
•

Motion sensors are installed on all lights.
Electricity and water meters have been fitted. These are able to send out daily consumption reports to flag leaks or wastage.
A building management system was rolled out which controls all the air-conditioning units and tracks equipment in the building.
OUTCOMES: PRETORIA

The Citadel Pretoria office is located in Lynnwood Bridge Office Park, a mixed-use precinct with a blue-chip tenant mix. Two of the
office buildings in the office park have received 5-star Green Star (design) ratings from the Green Building Council of South Africa.
In addition, over the course of 2020 the following additional steps were taken to make the Citadel building a more environmentally
friendly and sustainable place:
•
•
•

LED lightning is currently being used in the basement areas from levels -1 to -5.
Lighting sensors have been installed in all basement lights.
Water purification systems and borehole water collection tanks were installed on basement level -5; although currently this water
is not being use.
OUTCOMES: PORT ELIZABETH

In August 2020 Citadel’s Port Elizabeth team moved into its new, modern and environmentally friendly offices in Waterfront
Business Park. In particular:
•
•

LED lighting features throughout the new office.
Water for ablutions is provided through a borehole located on the property.
OUTCOMES: CLAREMONT

In 2015, Citadel’s Claremont office in Cape Town was awarded a 4-Star green building rating by the Green Building Council of South
Africa. Water metering was successfully implemented at the office, to help mitigate water risk, reduce operational costs and enhance
the Citadel brand. Citadel Claremont is calculated to have reduced potable water usage by 28% per day and energy usage by 33% per
annum due to focused energy and water strategies through the adoption of SMART metering.

INDUSTRY ENGAGEMENT

“Treating Customers Fairly” (TCF) is an overarching approach to financial services and is a project developed by the Financial Sector
Conduct Authority. It provides for six policy outcomes, which aim to ensure that all financial services clients are treated fairly. Citadel
has always been committed to treating its clients fairly. This is a core focus of our business.
Through our TCF committee we actively strive to attain these six TCF outcomes at all times:
• Right culture: clients can be confident that they are dealing with a company where the fair treatment of clients is central to the
corporate culture.
• Right targeting: products and services marketed and sold in the retail market are designed to meet the needs of identified client
groups and are targeted accordingly.
• Right information: clients are provided with clear information and are kept appropriately informed before, during and after the
point of sale.
• Right advice: where clients receive advice, the advice is suitable and takes into account their circumstances.
• Right delivery: clients are provided with products that perform as the company has led them to expect, and the associated service
is both of an acceptable standard and as they have been led to expect.
• Right post-sale treatment: clients do not face unreasonable post-sale barriers when wanting to change product, switch provider,
submit a claim or submit a complaint.
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TRANSFORMATION AND SUSTAINABILITY
Transformation is a priority within the Citadel Group. As such, the Group’s Director of Human Capital chairs the ASISA Education
and Employment Equity standing committee and is also a member of the ASISA Transformation, Skills Development and Education
Board Committee.
In addition to the transformation committee, active involvement with ASISA is reflected in the participation of numerous senior
Citadel individuals across various standing and board committees:
•
•
•
•
•
•
•
•
•
•
•

Investments Board Committee
Regulatory Affairs Board Committee
FAIS Standing Committee
Collective Investment Schemes Standing Committee
Disclosure and Standards Standing Committee
Tax Standing Committee
Employment Equity and Education Standing Committee
Hedge Funds Standing Committee
Marketing and Distribution Board Committee
FICA Standing Committee
CIS Operations Standing Committee.

EMPLOYEE WELL-BEING

As part of Citadel’s focus on employee development, the Group has various employee wellness programmes in place.
•

Dignity kitty – In order to provide dignity and assistance to employees on lower income and unskilled levels, some of the
Group’s subsidiaries contribute towards the Dignity Kitty. The Dignity Kitty funds are utilised for employees with a tenure of 10
years, to improve their living conditions, as well as cover children’s education and medical expenses.

•

Counselling – Citadel pays careful attention to the needs of our employees dealing with traumatic events and impactful
situations. We support individuals by providing financial support for psychological counselling to help affected employees deal
with bereavement and mental health challenges, as well as legal support. When there is true need, we support and walk the
journey with our people. We also maintain the utmost confidentiality. Many Citadel employees also give freely of their time to
mentor and support colleagues.

•

Remuneration policies – The Group supports fair and equitable remuneration practices using industry specific norms or
benchmark information.

Citadel Investment Services Proprietary Limited (registration number 1996/006847/07) is licensed as a financial services provider in terms of the Financial Advisory and
Intermediary Services Act, 2002. The Citadel Philanthropy Foundation Trust and the Citadel Talmar Impact Foundation are registered public benefit organisations in terms of
the Income Tax Act.
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