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Great companies often credit their culture as a driving
force behind their success. They're usually not wrong,
but ask those businesses what makes their culture so
effective, and you'll rarely hear the same answer twice.

That’s because there’s no secret ingredient to cultivating
the right culture. Every business has its own history and
character, and the type of culture that flourishes in one
place may wither in another, like a seed planted in the
wrong soil.

Look closely, however, and clear patterns tend to emerge.
Many companies share common cultural traits that
indicate they are resilient businesses with sustainable
business practices.

These are the kinds of companies that we believe are
more likely to perform well over the long term. By
extension, they are the companies we want to invest in.

But culture doesn’t just matter to us as investors. At
Rothschild & Co, our culture acts as a plumb line - the
values we hold are a firm anchor reminding us of who we
are and what our purpose is.

Those values keep us focused on our goal of preserving
and growing your wealth with patience and conviction,
while delivering exceptional client service. They also
provide the stability and continuity clients expect during
times of transition.

With thanks for your continued trust.

Helen Watson
CEO, Rothschild & Co Wealth Management UK




The importance of culture

How to build the right
corporate culture, The
Economist, 16 June 2025

The Culture Dividend:
Finan ofits of Great
Company Culture, Great
Place to Work, 24 October
2024

Corporate culture is a fuzzy concept, difficult
to put into words. So difficult, in fact, that you
can find more than 50 definitions in academic
literature.

As you might expect from academia, they
don’t always roll smoothly off the tongue. One
particularly uninspiring entry summarises
company culture as:

“Psychologically meaningful molar
descriptions that people can agree on and
that characterise a system’s practices and
procedures.”

It’s hardly the kind of motivational messaging
you'd expect to see emblazoned on office
walls anytime soon.

Molar descriptions aside, there are simpler
ways to sum up what culture means.

The Economist’s Andrew Palmer wryly
describes it as “how people behave when the
boss is not looking”!

For our part, we’re quite partial to Gallup’s
interpretation: culture is how we do things
around here.

As investors, we’re always interested in how
companies do things. Or, more accurately,
how well they do things. A company’s culture
gives us important insights into the quality of
both a business and its management.

We're also very proud of our own culture

at Rothschild & Co. Our business is built on
more than 200 years of history and seven
generations of family ownership. This rich
heritage indelibly shapes the way we do
things and is integral to how we support our
clients.

In this Quarterly Letter, we'd like to reflect on
what contributes to a great culture and why
it's important to us, both as investors and as a
business.

Culture matters because it sets the tone

for how a workplace functions. In a healthy
culture, trust runs in both directions - leaders
are credible, decisions are fair and people feel
respected.

It can also give work meaning: when you are
proud of what you do and where you work,
that energy carries through to clients and
customers. In the long run, culture is the
glue that holds an organisation together as it
changes and grows.

However you choose to define a good culture,
there is a growing consensus on one thing

at least - companies that have them tend to
perform well over the long term.

A London Business School study found that
investing £100 in a portfolio of the 100 best
places to work in the UK achieved returns
more than four times higher than the FTSE
All-Share index from 2001 to 2023 - 1,047%
compared to 231%.

Prior research on the top US companies had
similar results, suggesting there is a clear
‘culture dividend’ for investors to consider.

So what makes for a great culture? Much

has been written on this topic, and we do
not claim to offer a definitive guide here. But
below are our thoughts on the values we
believe are important, drawing on examples
from across the business world.

Some of the companies we discuss are in
our portfolios, others are not. Culture is not
our only investment consideration, after
all. Nevertheless, we believe they all have
interesting stories to tell about how culture
helps cultivate long-term success.

Henry Engelhardt, the founder and CEO
Emeritus of insurance company Admiral
Group, once found himself in a situation that
reads more like fiction than fact.

In the early 1980s, while working at a futures
brokerage in Chicago, he received an
anonymous phone call from a mysterious
man offering to sell him the customer list of a
key competitor.
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What followed was an FBI sting, an action-
packed chase through Chicago’s business
district and criminal charges. Not for Henry
of course! He had called the authorities, and
they asked him to play along to catch the
perpetrator.

“Maybe my decision was the obvious one.
But any of us can face temptation. That data
would have been very valuable to our firm
and me. But I listened to my gut: Do the right
thing,” he writes in his book, Be a Better Boss.?

For Henry, it may have been the ‘obvious’
choice, but there are many examples of
businesses that fail similar tests, even when
integrity is proudly stated as a core value.

At the peak of Enron’s success in the
late 1990s and early 2000s, visitors to
the company’s headquarters in Houston
were greeted by four words: Integrity.
Communication. Respect. Excellence.

They appeared not only on bright banners

in the lobby, but also on conference room
walls, desk toys and company notepads.* The
values even featured prominently in Enron’s
final annual report in 2000, published just
months before the company collapsed when
its massive financial fraud came to light.

These two contrasting tales of integrity
highlight a key challenge in assessing a
company’s culture: the difference between
what they say and what they do.

Industry awards can offer some clues. Admiral
is a stand-out in this area - the appendix

of Henry’s book has several pages listing

the dozens of awards and nominations the
company (and Henry himself) have for being
a great place to work.

Before we invest in a company, however, we
always do our own independent research
and analysis. We want to see the culture for
ourselves.
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There is no substitute for meeting with senior
managers face to face, witnessing the workforce
in action, and talking with employees, both past
and present, about their experiences.

The relationships we build during this process
often only get stronger after we invest, as

we begin to learn more about the business
and its people. Whether a company’s actions
match its stated values then becomes much
plainer to see.

This is why we are confident that a business
like Admiral, which has been in our portfolios
for more than a decade, will act with integrity
when it truly matters.

We seek to give clients the same assurances
with regards to our own conduct. Our business
was founded on three principles - Concordia,
Integritas, Industria (harmony, integrity,
industry) — that we strive to uphold today.

And by working closely with you and

your family over many years, we hope to
demonstrate, quietly and consistently, that
our actions live up to those words.

Ajerk, a slacker and a pessimist walk into
aworkplace. What happens next? While it
may sound like the set-up to a joke, this was
an experiment conducted by an Australian
university to measure the impact of bad
behaviourin teams.

The study placed an actor among students
without their knowledge during a work
project, and he was told to play one of
three ‘toxic’ roles to see how the team’s
performance was affected.

Portraying the slacker, the actor remained
disengaged and distracted by his phone. As a
jerk, he was sarcastic and demeaning, while
his pessimist persona frequently described
the task as impossible, repeatedly saying the
project would fail.

3 Be a Better Boss (Kindle
Edition), p158-159, Henry
Engelhardt, 2023

Twenty years later, could
another Enron happen?
Fraud Magazine, 1 November
2021
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(Kindle Edition),

Hastings and
2020

Dozens of trials got the same result: a single
individual behaving badly brought down the
performance of the whole team, even when
the other members were incredibly talented.
One bad apple really does spoil the bunch.

Not only this, but the type of behaviour was
contagious - the slacker caused others to
slack; the jerk created other jerks; and the
pessimist turned everyone into naysavyers.
Teams with just one toxic individual
performed 30-40% worse than other groups,
with the pessimist having by far the biggest
impact.

Fortunately, the opposite is also true. Good
behaviour and positivity spreads, and
businesses that build great teams foster great
cultures.

According to Netflix CEO Reed Hastings,
research like this is one of the reasons

why the company strives to build teams
exclusively filled with high performers. He
believes it has been pivotal to the streaming
service’s culture of success.

“We found that being surrounded by the best
catapulted already good work to a whole new
level,” he explains.

“When every member is excellent,
performance spirals upward as employees
learn from and motivate one another”

Many businesses would argue they also aim
to build exceptionally talented teams, but
Netflix introduced specific - and sometimes
controversial - policies to achieve it.

One is the ‘Keeper Test’, which is summed up
by Hastings as “adequate performance gets
a generous severance”’ Employees who are
deemed good but not great are often let go.

It may seem counterintuitive, but this has

led to the company’s voluntary staff turnover
dropping to 3-4%, far lower than the industry
average of 12%.

Netflix also pursues a policy of radical
candour. Employees are trained to give
honest feedback to colleagues constantly,
including senior management, even when it’s
uncomfortable. In fact, especially when it’s
uncomfortable.

The spirit of Netflix’s philosophy is one we
recognise, although it must be said that we
differ in our execution.

We share the belief that great teams are the
foundation of great cultures, and

Rothschild & Co could not have endured for
generations without the skills and dedication
of our people.

Thereis no ‘Keeper Test, but we are nonetheless
very proud of building a culture where
employee turnover is extremely low, in an
industry where stability and continuity is crucial.

Honest communication is also at the heart
of what we do, both in the way we invest and
how we talk with you, our clients.

For example, every investment decision is
discussed at length by our teams, with robust
- but diplomatic - back and forth to ensure
no stone is left unturned.

And when it comes to decisions around your
wealth, we will always tell you our thoughts
on the best course of action, which, on
occasion, may differ from yours. However, it
is through this openness that trust is built,
ensuring we can proceed with greater clarity
and conviction.

That said, we hope our clients would describe
this approach less as radical candour, and
more as respectful honesty.
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It will come as no surprise to our readers that
we favour a long-term approach. We apply
this both in the way we invest - with the
intention of holding companies for several
years, although preferably longer — and the
type of businesses we invest in.

That is, those with disciplined capital
allocation, a proven track record and
management that thinks well beyond the next
set of quarterly results.

We do not wish to belabour those points
too much here. Our recent Quarterly Letter,
‘Looking to the long term’ sets out our
thinking on these concepts more fully.

Still, we would be remiss not to mention
the crucial role that culture plays in helping
businesses maintain a long-term perspective.

In our view, the best cultures encourage
continuity, with change. To understand why
both are necessary, let’s turn to a pair of
competing philosophies: Lindy’s Law and
Seneca’s Cliff.

The Lindy effect argues that you can predict
how long something will survive based on
how long it has already survived. It is named
after a New York deli, where comedians
allegedly came up with the theory to explain
how their colleagues stayed successful once
theyd ‘made it’®

Over the years, it has been developed

further by philosophers and applied to non-
perishable things, like businesses. Under
Lindy’s Law, companies that have endured
for 100 years can be expected to endure for at
least another 100.

Those same businesses should beware
Seneca’s Cliff,” however. Proposed by Ugo
Bardi, a physical chemistry professor, it’s the
idea that systems decline at much faster rates
than they grow.

Put another way, a business that took
decades or even centuries to build, is likely to
unravel far more quickly.

This is where a culture of change becomes
important. Long-established businesses
often fail because they are too slow to adapt,
whether that’s to new technologies (Kodak
and Polaroid), evolving customer experiences
(Woolworths and Sears) or structural industry
changes (Pan Am and Studebaker).
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Itis, of course, a delicate balance to maintain
between continuity and change. Aimless
adaptation can be just as dangerous as a rigid
reverence for routine, and what is right for
one company may not be right for another.

Texas Instruments® for example, is a company
that has survived and thrived for nearly a century
because of its constant reinvention. Since being
founded in 1930 as Geophysical Service Inc, it
has specialised in oil exploration, military and
consumer electronics, and semi-conductors.

Few tech companies from that era are still
successful today. Texas Instruments is one
of them precisely because it has never been
afraid to change course and double down
where it sees lasting value.

On the other hand, British tea company
Twinings has a brand identity that is firmly
anchored in tradition. Its logo has remained
unchanged for over 230 years, making it the
oldest in continuous use in the world.

The company’s original tea shop, opened on
London’s Strand in 1706, is still trading on the
same site today — a living reminder of the
brand’s remarkable staying power.

Two successful companies; two very different
approaches to adapting over the long-term.

As wealth managers, continuity is especially
important to us. This year, our industry has
been in a state of flux — mergers, sell-offs,
leadership changes — and we know this can
feel unsettling for clients.

Our job is to offer calm in the noise and be
clear about direction. For you, that means
continuity of people and process, and
decisions made on a long horizon.

We aim to plan for change carefully,
communicating early and ensuring the course
we've set remains sound even as conditions
evolve. The goal is to provide stability where
it matters most, with thoughtful adaptation
when needed.

In 1983, Horst Schulze, co-founder of The Ritz-
Carlton, sat down to write the hotel chain’s
first official charter of its values.

Lindy’s Law, The New
The resulting ‘Credo’ continues to guide how Republic, 13 June 1964
the business operates more than 40 years
later. Like the US Constitution, it’s undergone
a few amendments during that time, but one
thing that hasn’t changed is its commitment

to customers.
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An Empowerment Lesson
From the Ritz-Carlton,
Shep Hyken, Accessed 22
September 2025

1 Deere and Company in
the Great Depression, Farm
Collector, 7 February 2013
2 Tegus Transcript,

Con tion Software,

10 May 2023

The Credo’s opening line reads: “The Ritz-
Carlton is a place where the genuine care and
comfort of our guests is our highest mission.”

It is a sentiment best summed up by the
brand’s motto, “We are Ladies and Gentlemen
serving Ladies and Gentlemen”.

To put words into action, The Ritz-Carlton
introduced the $2,000 Rule, allowing every
employee, without exception, to spend up to
that amount on solving problems or creating
memorable experiences for guests.

Schulze himself tells the story of a man
who left his laptop in a Ritz-Carlton hotel

in Atlanta - a laptop that was needed for a
crucial business meeting in Hawaii. Rather
than rely on couriers, the housekeeper who
found it boarded the next plane out to hand
it overin person.’

Another famous example occurred in Bali,
where a family checked in with allergy-safe
eggs and milk for their son, only to find them
spoiled. When the hotel staff couldn’t source
replacements locally, the executive chef
arranged for his mother-in-law to personally
fly them over from Singapore, more than
1,000 miles away.*

We do not invest in Ritz-Carlton, but many of
the companies in our portfolio have also gone
to great lengths to support their customers,
especially during times of crisis.

During the Great Depression, John Deere
famously extended credit to struggling
farmers and refused to repossess farm
equipment when families fell behind on
payments. This was despite the company’s
sales revenue dropping a staggering 86%
between 1930 and 1932.1

The logic was simple: if farmers failed, Deere
failed too.

Nearly 90 years later, Admiral showed the
same spirit of solidarity at the height of the
COVID-19 pandemic. With fewer people on
the road, the insurer predicted it would see a
drop in accident claims, and wanted to give
some of this money back to customers.

Given the depth of our relationship with
Admiral, they invited us to share our thoughts
on the idea of offering refunds. We reassured
the company that the long-term benefits of
such a move would outweigh any impact on
short-term profits, and Admiral went ahead,
refunding customers £110 million.

As for Rothschild & Co, putting clients first
is embedded into our two core objectives:
preserving and growing your wealth in real
terms, and providing exceptional client
service.

While markets rise and fall beyond anyone’s
control, the level of service we provide is
something we can always keep consistent.
That belief runs through the whole business;
everyone is accountable for the experience
a client receives. Our only measure is what is
right for you.

Crucially, we also invest alongside the families
we serve, so that we're always sharing the ups
and downs with you.

We would like to end this Quarterly Letter by
briefly talking about growing pains.

Many businesses struggle with staying true to
their culture once they reach a certain size.
Shared values are easier to uphold when a
company can still fit under one roof. It is much
harder when a business crosses borders,
languages and time zones.

Our company has long since moved beyond
its origins at New Court in London, and we
at Rothschild & Co Wealth Management UK
continue to grow as well.

Nonetheless, we work hard to preserve the
essence of our culture, while recognising that
it may sometimes take on different forms
across the business.

On thisissue, we'd like to borrow the words of
Lawrence A. Cunningham. He is vice president
of the board of directors at Constellation
Software, one of our investee companies, and
when asked what their culture is like, he said:

“There is both one culture and a thousand
cultures. Each business unit has a culture,
each portfolio has a culture, each group has
a culture and yes, there is one enveloping ...
culture.?

We believe this also holds true for
Rothschild & Co. As our business continues
to grow and evolve to meet the needs of
our clients, there is both one culture and a
thousand cultures.

Yet the experience should feel the same -
recognisably us - in every encounter.
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Notes

At Rothschild & Co Wealth Management we offer
an objective long-term perspective on investing,
structuring and safeguarding assets, to preserve
and grow our clients’ wealth.

We provide a comprehensive range of services
to some of the world’s wealthiest and most
successful families, entrepreneurs, foundations
and charities.

In an environment where short-term thinking
often dominates, our long-term perspective sets
us apart. We believe preservation first is the right
approach to managing wealth.

Important
information

This document is strictly confidential and produced by Rothschild & Co for
information purposes only and for the sole use of the recipient. Save as specifically
agreed in writing by Rothschild & Co, this document must not be copied,
reproduced, distributed or passed, in whole or part, to any other person. This
document does not constitute a personal recommendation or an offer or invitation
to buy or sell securities or any other banking or investment product. Nothing in this
document constitutes legal, accounting or tax advice.

The value of investments, and the income from them, can go down as well as up,
and you may not recover the amount of your original investment. Past performance
should not be taken as a guide to future performance. Investing for return involves
the acceptance of risk: performance aspirations are not and cannot be guaranteed.
Should you change your outlook concerning your investment objectives and/
oryour risk and return tolerance(s), please contact your client adviser. Where an
investment involves exposure to a foreign currency, changes in rates of exchange
may cause the value of the investment, and the income from it, to go up or down.
Income may be produced at the expense of capital returns. Portfolio returns will

be considered on a “total return” basis meaning returns are derived from both
capital appreciation or depreciation as reflected in the prices of your portfolio’s
investments and from income received from them by way of dividends and
coupons. Holdings in example or real discretionary portfolios shown herein are
detailed for illustrative purposes only and are subject to change without notice.

As with the rest of this document, they must not be considered as a solicitation or
recommendation for separate investment.

Although the information and data herein are obtained from sources believed to
be reliable, no representation or warranty, expressed or implied, is or will be made
and, save in the case of fraud, no responsibility or liability is or will be accepted

by Rothschild & Co as to or in relation to the fairness, accuracy or completeness

of this document or the information forming the basis of this document or for
any reliance placed on this document by any person whatsoever. In particular, no
representation or warranty is given as to the achievement or reasonableness of
any future projections, targets, estimates or forecasts contained in this document.
Furthermore, all opinions and data used in this document are subject to change
without prior notice.

This document is distributed in the UK by Rothschild & Co Wealth Management
UK Limited. Law or other regulation may restrict the distributionof this document
in certain jurisdictions. Accordingly, recipients of this document should inform
themselves about and observe all applicable legal and regulatory requirements.
For the avoidance of doubt, neither this document nor any copy thereof may be
sent to or taken into the United States or distributed in the United States or to a US
person. References in this document to Rothschild & Co are to any of the various
companies in the Rothschild & Co Continuation Holdings AG group operating/
trading under the name “Rothschild & Co” and not necessarily to any specific
Rothschild & Co company. None of the Rothschild & Co companies outside the

UK are authorised under the UK Financial Services and Markets Act 2000 and
accordingly, in the event that services are provided by any of these companies,

the protections provided by the UK regulatory system for private customers will
not apply, nor will compensation be available under the UK Financial Services
Compensation Scheme. If you have any questions on this document, your portfolio
or any elements of our services, please contact your client adviser.

The Rothschild & Co group includes the following wealth management

businesses (amongst others): Rothschild & Co Wealth Management UK Limited.
Registered in England No 04416252. Registered office: New Court, St Swithin’s Lane,
London, EC4N 8AL. Authorised and regulated by the Financial Conduct Authority.
Rothschild & Co Bank International Limited. Registered office: St Julian’s Court,

St Julian’s Avenue, St Peter Port, Guernsey, GY1 3BP. Licensed and regulated by

the Guernsey Financial Services Commission for the provision of Banking and
Investment Services. Rothschild & Co Bank AG. Registered office: Zollikerstrasse 181,
8034 Zurich, Switzerland. Authorised and regulated by the Swiss Financial Market
Supervisory Authority (FINMA).



