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At Fiera Capital, we understand the importance of both investing for long-term sustainability and maximizing 
returns for our clients. We fi rmly believe these two basic tenets are not in confl ict. Given the various investment 
teams and asset classes that Fiera Capital manages within our platform, in order to integrate each of these 
basic tenets, all of our investment teams have the fl exibility to determine how each assesses the materiality of 
Environmental, Social, and Governance (ESG) risk factors, and how they integrate this assessment of risk into their 
investment processes. We believe this fl exible approach creates a more meaningful framework that enhances 
engagement on ESG risk factors within each team and reinforces a culture of continuous learning about risk 
management and sustainability throughout the fi rm.

But while it’s essential to explain our philosophy of ESG integration, we believe it’s equally important to 
demonstrate exactly how our teams have incorporated their ESG philosophy into their investment decisions. To 
that end, what follows is a sample of one of our teams’ recent investment process taken with a particular emphasis 
on ESG risk assessment. 

Baidu: Engaging with a Responsive and Proactive 
Management Team 
Our team uses ESG consultants to help us sort through 
the mountains of information we have on our current and 
potential investments. By and large, they are highly benefi cial 
to our long-term investment goals, but sometimes we 
also have to take their analysis with a grain of salt and do 
perform due diligence internally. This was the case with our 
investment in Baidu. 

We originally bought Baidu, China’s largest internet search 
engine, in 2011. Our thesis was based on its dominant market 
share, an increasing allocation of advertising budgets into 
search and the massive market available to the company. 

The Allegations

In April of 2016, Chinese media caught on to a story about 
the death of Chinese college student Wei Zexi. Wei had been 

treated at a Chinese military hospital using an experimental 
procedure; he had sought out the treatment after fi nding a 
promoted search result for it online through Baidu’s search 
engine. His death made headlines in China and the Chinese 
internet community was up in arms about Baidu’s advertising 
practices, accusing the company of selling listings to bidders 
without adequately verifying their claims. Chinese internet 
regulators launched an investigation, as did Baidu, and 
its stock price took a signifi cant hit in the days after the 
investigation was announced. 

Clearly this was a major concern to us, and we 
immediately approached the company to seek answers. We 
enquired into the details of how an ad for an experimental 
cancer treatment had shown up on Baidu. We were informed 
that the ad was placed through the account of a military 
hospital and that the lapse was not on the part of Baidu, but 
on the part of the advertiser who allowed a private clinic to 



use their account. We came to understand that, in essence, 
this wasn’t Baidu’s fault. 

Taking the Blame
Yet the company didn’t attempt to steer away the blame or 
sweep the matter under the rug, despite not being culpable, 
at least in our view. Instead, Baidu decided to undertake a 
signifi cant overhaul of their KYC process, where they would 
shut down accounts of advertisers who could not provide 
documents to authenticate themselves. As a result, it lost 
150,000 advertisers - 25% of their total base. When all was 
said and done, the company knowingly set back revenue 
growth by a year in order to tighten standards and to ensure 
the public is better-served by their service. In short, we think 
they went above and beyond what was called for. 

The Grey Zone
Throughout this episode and our tenure as holders of the 
stock, the company was highly receptive to our requests 
for information. We consider this to be the sign of 
responsive and ethical management, not an ESG concern. 
So when our ESG consultant fl agged this issue to us as a 
serious concern to them, we were somewhat skeptical. 

The consultant had released a strongly worded criticism 
of Baidu, seeing it as a fi rm with widespread unethical 
business practices and with little ability to enforce ethical 
standards. Keeping in mind our own research of the fi rm 
and ongoing discussions with management, we took 
our consultant’s views with a grain of salt; after all, ESG 
matters are rarely a black or white issue, as there are 
signifi cant grey zones which warrant in depth research into 
the issue at hand. While we engaged in discussions with 
our ESG consultant, while also maintained discussions 
with Baidu’s management team. We continued to build 
our position in Baidu, confi dent that we were on the right 
side of the ethical debate. Eventually, our ESG consultant 
agreed with our views, as they dropped the comment on 
Baidu from their subsequent analysis.

We dig deep into each investment that we own, looking 
for clues as to what will help drive its performance, including 
any ESG-related issues. ESG consultants are an important 
part of our analysis for all of our investment decisions, but at 
the end of the day, it’s incumbent on our team of experts to 
do our own due diligence and ensure we are wisely investing 
our clients’ capital.
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— The Fiera Emerging Markets Equity Team
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