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Modern slavery is a term that is used to cover practices such as forced labour, debt bondage, forced marriage and human 
trafficking. It is a human rights violation and exploitative crime with devastating consequences for the health and wellbeing 
of its victims. The International Labour Organisation (ILO) estimated 50 million people were victims of modern slavery 
around the world1. Clearly, the most severe physical and psychological harm of modern slavery are borne by its victims, but 
it also has a range of serious negative consequences for society at large. An estimated $236 billion in profits per annum is 
generated in illegal profits from modern slavery2. The profits accumulate to criminals, whilst the costs have to be borne by 
the wider society, social assistance to victims, preventative measures and law enforcement efforts, lost tax revenue, unfair 
competition with law-abiding companies who pay their employees, all these costs have to be socialised. Modern slavery also 
prohibits individuals from realising their full potential and often literally robs migrant workers of the chance to remit money 
to their families who are sometimes living in precarious conditions. In effect, modern slavery causes a loss in productivity and 
diminished economic multiplier effects as a result of (i) locking up human potential, and (ii) the inefficient allocation of capital 
that is diverted to deal with its consequences. 

Understanding the drivers of modern slavery

Modern slavery is a multi-faceted issue: the supply of vulnerable individuals, demand for cheap products and labour that 
drives exploitation, and an enabling environment where the justice and regulatory systems allow the crime to continue. 
The most prevalent form of modern slavery is forced labour, and this disproportionately affects people in more vulnerable 
circumstances, such as children and young people, undocumented migrants, and those living in poverty. 

In general, the main driver of modern slavery is the wealth of a country, the poorer the country the more people will be open to 
exploitation and the less able the government is to act, either through a simple lack of resources, or because of other pressing 
priorities. This is shown in Chart 1 which is a scatter graph of GDP per capita in current US dollars against the estimated prevalence 
of modern slavery per 1,000 population. More simply, wealth against the estimated level of modern slavery in a country. 

Chart 1: GDP Per Capita Against Estimated Prevalence of Modern Slavery

 

 

 
 

Source: World Bank and Walk Free Foundation. Data from 2024 or latest year available for World Bank and from 2023 for Walk Free Foundation.  

A number of countries have been omitted either because they were extreme outliers or because of lack of recent data. Full details are available upon request.

1 Source: Global Estimates of Modern Slavery. International Labour Organisation, 2022
2 Source: Profits and Poverty: The Economics of Forced Labour. International Labour Organization, 2024
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Of course, wealth is not the only driver of modern slavery. The R² between income levels and the prevalence of modern 
slavery is 0.48, indicating that while there is a relationship, a significant portion of the variation is explained by other factors. 
The two countries with the highest estimated prevalence of modern slavery, according to the Walk Free Foundation3, are 
North Korea and Eritrea. Both were excluded from the chart because they are extreme outliers: Eritrea has an estimated 
prevalence of 90 people per 1,000, while North Korea’s rate is 105 per 1,000. While both countries are poor, poverty alone 
does not explain these exceptionally high figures. In these cases, the primary driver is the role of the state itself. Rather than 
merely failing to prevent modern slavery, the governments are central instigators of the practice. Both regimes are highly 
repressive and systematically force segments of their populations into labour, often for little or no pay.

Looking at the chart, as wealth increases the prevalence of modern slavery tends to fall, but there are a number of countries 
that have GDP per capita over USD20,000 and still have a relatively high prevalence of over 10 people per 1,000. These 
countries are all oil rich nations in the Gulf region. The reason for the high prevalence is that these countries have high levels 
of migrant workers in their countries. Oil wealth created many job opportunities, often much higher than could be filled 
by the local populations, thus the demand for migrant workers. As in nearly all countries, migrant workers are much more 
exposed to exploitation, so the larger the migrant population the more difficult it is to adequately police the problem.

How governments have responded

Governments have a central role to play in tackling modern slavery through their national legislation, strengthening policies 
and enforcement mechanisms as well as establishing broader prevention and protection efforts. The countries that have 
reacted the best to the problem, maybe not surprisingly, are richer countries, mainly in Europe and North America. We have 
noted that in recent years, government engagement with business on modern slavery risks has increased. For example, 
in 2015 the UK Modern Slavery Act was enacted, a landmark legislation, which consolidated a number of related criminal 
offences into a single piece of legislation under the umbrella term of modern slavery. The Act was also the first of its kind to 
require businesses to report on the risks and steps taken to eliminate modern slavery in their supply chains. The disclosure 
requirements of this Act drove a change in business culture and heightened the awareness of forced labour in business and 
supply chains. Since then, a number of other countries have followed the UK’s footsteps, please refer to Chart 2 below.

The following chart shows a timeline for some of the major regulations and when it came into date.

Chart 2: Timeline of Major Modern Slavery Legislation4 
 

 
 

 

3 The Walk Free Foundation is an independent international human rights organisation based in Australia.
4 This timeline is not an exhaustive list of countries with modern slavery legislation



Colchester Global Investors   |   2026 3

Colchester’s Approach

At Colchester we value bond markets using real yields and currencies by their real exchange rates. Valuations are then 
adjusted to take into consideration both the strength of a country’s balance sheet using traditional sovereign balance sheet 
analysis, and an assessment of Environmental, Social and Governance (ESG) factors in the country we are investing in. 
Countries are assigned a proprietary Financial Stability Score (FSS) which is determined through an extensive assessment 
of the macro-economic environment, debt and external sustainability, policy framework, and a comprehensive range of ESG 
factors. The evaluation of modern slavery risks in a country is one of many ESG factors that we assess. In our view, the Walk 
Free Foundation’s Global Slavery Index (GSI) currently provides the best and most comprehensive estimate of the prevalence 
of modern slavery, as well as assessments of country-level vulnerability and the strength of governmental responses across 
160 countries. In addition, we also recognise that the problem of modern slavery is symptomatic of a number of Social and 
Governance factors such as poverty levels, labour standards, institutional credibility and the control of corruption. This 
observation is consistent with findings from the PRI’s Human Rights in Sovereign Debt study, which shows that countries with 
weaker governance and institutional quality face heightened risks of human rights violations. The paper demonstrates that 
governance indicators, such as legal enforcement, political stability, and accountability, are closely intertwined with a state’s 
ability and willingness to uphold human rights.

Figure 1 below outlines some of the inputs into our modern slavery assessment. In addition to the Global Slavery Index, we 
also look to some of the main ESG indicators that we assess as part of the quantitative analysis in all our country assessment 
research. Key aspects of human development, such as poor living conditions (proxied by general life expectancy), inequality 
and lack of education, are found to be associated with high risk of exploitation. Governance is a key consideration as modern 
slavery is often enabled by systemic weaknesses such as corruption and poor law enforcement. 

Figure 1: Country Dashboard of Global Slavery Index measurements and other relevant ESG indicators
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Source: Global Slavery Index 2023; Human Development Index (HDI) 2023; Worldwide Governance Indicators 2023; Colchester Global Investors. 

* Worldwide Governance Indicators, the higher score is better with 100 being the maximum.

https://colchesterglobal.com/wp-content/uploads/PRI-Human-Rights-In-Sovereign-Debt.pdf
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ESG factors, including exposure to modern slavery, are systematically embedded in our sovereign risk assessment framework. 
Countries with strong financial balance sheets and robust ESG standards receive a higher Financial Stability Score (FSS), 
which translates into a valuation premium. By contrast, a higher incidence of modern slavery is typically associated with 
broader weaknesses in ESG performance. These factors are assessed holistically and lead to a lower FSS within our investment 
valuation framework. As a result, a discount is applied to valuation, reducing the overall attractiveness of the country’s bonds 
and currency in portfolio construction.

In our assessment, Colchester’s portfolios generally have a relatively low exposure to modern slavery, but this has increased 
over time as our product set has developed. This is shown on Chart 3. It has the same data from Chart 1, showing the 
relationship between GDP per capita the prevalence of modern slavery. On the chart the colour scheme shows the countries 
that are in the different opportunity sets for Colchester products, there is some overlap between the sets but the chart is a 
good approximation of the division. The dark blue is the developed market opportunity set. These are richer countries where 
the prevalence tends to be low. The grey dots are the emerging market program countries where the GDP is lower, and the 
prevalence tends to be a little higher. Finally, the maroon colour indicates those countries in our frontier market opportunity 
set where wealth levels are even lower and tend to have higher prevalence levels.

Chart 3: GDP Per Capita Against Estimated Prevalence of Modern Slavery

 

 
 

Source: World Bank, Walk Free Foundation, Colchester Global Investors. Data from 2024 or latest year available for World Bank and from 2023 for Walk Free Foundation. A 

number of countries have been omitted either because they were extreme outliers of because of lack of recent data. Full details are available upon request.

For countries where the prevalence of modern slavery is high, or where we assess the risk to be particularly elevated, 
we seek to analyse this issue within the broader context of the country’s macroeconomic environment and other country 
specific factors that may be contributing to its incidence. This includes an assessment of structural drivers such as income 
levels, labour market conditions, governance quality, institutional capacity and legal enforcement. In parallel, we evaluate the 
government’s response, focusing on whether the authorities acknowledge the issue and the extent to which effective policy, 
legislative, and enforcement measures are being implemented to address it.
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We highlight two country case studies below to illustrate how Colchester incorporates its assessment of modern slavery into 
sovereign analysis and integrates these insights into our broader country risk and investment decision making framework.

Türkiye 

Türkiye is a member of the OECD and the G20, with GDP per capita above USD 15,000. Against this backdrop, a modern 
slavery prevalence rate of around 15 per 1,000 appears unusually high for the country’s level of economic development. 
While shortcomings in governance and enforcement play a role, the primary driver is Türkiye’s exceptionally large refugee 
population. The UNHCR estimates that Türkiye, home to a population of over 86.1 million, hosts approximately 3.2 million 
registered Syrian refugees and an additional 222,000 refugees of other nationalities5, making the country host to one of 
the largest refugee populations globally. The majority have fled the conflict in Syria, with others arriving from Iran, Iraq, and 
Afghanistan. Refugees are inherently more vulnerable to exploitation, and it is this elevated exposure to risk that largely 
explains Türkiye’s high prevalence rate and represents a key structural challenge the country continues to grapple with.

The presence of a very large refugee population, estimated at around 5% of Türkiye’s total population, substantially increased 
the risk of exploitation. This risk was amplified by the size of the garment industry in the country, which provides low skilled, 
low wage employment and includes a significant informal segment where labour standards are weaker. The sector employs a 
high proportion of women and can involve child labour, groups that are already among the most vulnerable. Refugees, often 
lacking formal contracts, residency rights, and legal protections, were therefore particularly exposed to exploitation, with 
similar patterns evident in agriculture and construction.

Although the Turkish government has faced criticism over rising modern slavery risks, it has taken steps to respond, including 
operating a free hotline for reporting human trafficking and providing support services for victims. These human rights 
challenges must be understood within a broader governance context. During this period, institutional weakness and the 
concentration of political power undermined effective oversight and enforcement, increasing both labour rights vulnerabilities 
and broader macroeconomic risks. These governance concerns were central to our investment assessment.

In conclusion, the drivers of modern slavery risk, gaps in oversight, informality, and weak enforcement, are symptoms of broader 
governance deterioration, which also impaired policy credibility. That governance assessment led us to remain underweight from 
late 2019 to May 2024. After a 2023 pivot back to orthodox policy and stronger signals of central bank independence, our due 
diligence meetings in 2019, 2022 and 2023 supported a move to an overweight in both bonds and currency.

Uganda

At first glance, Uganda does not appear exceptional in terms of modern slavery prevalence, with an estimated 4.2 people per 
1,000, ranking 29th out of the 50 African countries assessed by Walk Free. However, this headline figure masks a critical risk 
factor: Uganda, with a population of 51.4 million, hosts just under two million refugees, making it the largest refugee hosting 
country in Africa6. Slightly more than half have fled conflict in South Sudan, with many others arriving from the Democratic 
Republic of Congo following renewed fighting involving the M23 rebel group.

5 UNHCR Refugees and Asylum Seekers in Türkiye | UNHCR Turkey
6 https://data.unhcr.org/en/country/uga
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Given the scale of these inflows into a low income economy, where GDP per capita is below US$1,100, the risk of exploitation 
might reasonably be expected to be high. In practice, the Ugandan government’s response has been relatively strong. 
An integration based approach has granted refugees freedom of movement, the right to work, access to public services, 
and where possible, small plots of land for farming, helping to reduce dependence on informal and exploitative labour 
arrangements.

More recently, settlement policies have tightened, with new arrivals no longer permitted to settle in urban areas. The 
government has cited pressure on urban infrastructure alongside a sharp decline in international donor support. With 
conflicts in both South Sudan and eastern DRC ongoing, Uganda continues to receive new refugees; UNHCR and government 
estimates suggest that more than 170,000 additional refugees entered the country by late November 2025.

Considering the country’s limited fiscal resources, this response has been effective relative to the scale of the challenge. 
Uganda scores comparatively well on government response measures in the Global Slavery Index for Africa, indicating that 
policy capacity and implementation have mitigated exploitation risks that would typically accompany refugee inflows of this 
magnitude.

In conclusion, the governance factors that help contain modern slavery risks in Uganda - policy coherence, administrative 
capacity, and enforcement - are the same factors that support macroeconomic credibility. On this basis, and in conjunction 
with attractive valuations, we are currently overweight Ugandan bonds and currency in our Frontier Portfolio, reflecting 
confidence in economic management, including effective inflation control.

Conclusion

As a responsible investor, Colchester seeks to engage with issuers on a range of ESG issues. As a government bond 
investor, our engagement necessarily differs from that with a company. We are limited in our ability to directly influence the 
prevalence of modern slavery in a country. However, we believe that we can still play an important role. By providing capital 
to governments who evidence a commitment to ongoing ESG progress, we contribute to the funding needed to further the 
country’s economic development. We cannot understate the benefits that ongoing economic development brings in lifting 
people out of poverty and thereby mitigating one of the primary drivers of modern slavery. We would also suggest that the 
solutions to modern slavery are much more complex at a country level compared with those at a company. In the latter, data 
is more widely available and specific risks can be more readily assessed, isolated, and managed within operations and supply 
chains. Furthermore, asset owners and managers can directly influence company behaviour through the “voting” of their 
share ownership. Nevertheless, we are encouraged by the increased focus from governments globally to tackle this important 
issue. We believe that countries with stronger ESG metrics on average tend to produce stronger economic outcomes and this 
is associated with better financial market returns. This highlights the importance of combatting modern slavery.
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COLCHESTER GLOBAL INVESTORS - IMPORTANT INFORMATION

Risk Disclosures 

•	 Unless otherwise stated, this document reflects Colchester’s views and opinions, as of 31 January 2026. In respect of 
the products and strategies mentioned in this document, the information is provided for illustrative purposes only and 
is intended only for professional clients and third-party intermediaries. Opinions expressed in this document may be 
changed without notice at any time after publication. Notwithstanding our fiduciary duties to existing clients, Colchester 
makes no representation or warranty as to the accuracy or completeness of the information in this document and 
disclaims all liability for any direct, indirect, consequential or other losses or damages including loss of profits incurred 
by you or any third party that may arise from reliance on this document.

•	 There is no guarantee that the investment approach, techniques, or strategies utilised by Colchester will be successful 
or profitable. There can be no assurance that the specific trading strategies utilised will produce profitable results. Any 
factor that would make it difficult to execute trades, such as reduced liquidity or extreme market developments could 
have an adverse effect on performance. Investing in frontier markets involves a greater risk of loss than investing in more 
developed markets due to, among other factors, greater illiquidity, regulatory, political, tax and economic risks.

•	 Responsible investing is an integral part of the investment process, however Colchester never makes investment decisions 
based solely upon Environmental Social Governance (ESG) factors. Unless specified in the client Investment Management 
Agreement or offering documents, specific assets with poor ESG ratings may not be excluded from portfolios. Client strategies 
which invest on the basis of sustainability/ ESG criteria involves qualitative and subjective analysis. There is no guarantee that 
the determinations made by Colchester will be successful and/or align with the principles of specific investors. 

•	 This is not a research report and is not intended as such. Certain information in this document may constitute forward-
looking statements. Due to the various uncertainties and actual events, the actual performance of the markets may 
differ materially from those reflected or contemplated in such forward-looking statements. As a result, clients/investors 
should not rely on such forward-looking statements in making any investment decisions. 

•	 This document may contain information obtained from third parties, including ratings from credit ratings agencies. 
Reproduction and distribution of third party content in any form is prohibited, except with the prior written permission of 
the related third party. Third party content providers do not endorse or recommend the securities or products discussed 
herein, nor do they guarantee the accuracy, completeness, timeliness or availability of any information, including ratings 
(negligent or otherwise), regardless of the cause, or for the results obtained from the use of such content. Third party 
content providers give no express or implied warranties, including, but not limited to, any warranties of merchantability or 
fitness for a particular purpose or use. Third party content providers shall not be liable for any direct, indirect, incidental, 
exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including 
lost income or profits and opportunity costs or losses caused by negligence) in connection with any use of their content, 
including ratings. Credit ratings are statements of opinions and are not statements of fact or recommendations to 
purchase, hold or sell securities. They do not address the suitability of securities for investment purposes and should 
not be relied on as investment advice.

•	 There can be no assurance that professionals currently employed by Colchester will continue to be employed by the firm 
or that a level of experience or past performance is indicative of future performance or success.

•	 Information about how to make a complaint, any right to compensation and any cancellation rights will be provided to 
you upon request.

Regulatory Information

•	 Colchester is an employee-owned firm headquartered in London and has regional offices in New York, Singapore, Dublin, 
Madrid, Munich, and Dubai with a representative office in Sydney, Australia.
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•	 Colchester Global Investors Limited is authorised and regulated by the Financial Conduct Authority in the United 
Kingdom. Colchester is also registered with the Securities and Exchange Commission in the USA.

•	 Colchester Global Investors Limited is registered with the Securities Commission of The Bahamas, as the investment 
manager for an investment fund licensed as a Smart Fund model 003, in accordance with the provisions of the Investment 
Funds Act, 2019.

•	 Colchester Global Investors (Singapore) Pte. Ltd holds a capital markets services licence in fund management issued 
by the Monetary Authority of Singapore. Colchester Global Investors (Singapore) Pte. Ltd also holds an offshore 
discretionary investment management services licence issued by the Financial Services Commission of Korea.

•	 Please note the following in respect of Colchester’s regulatory status in  Australia:  (i)  neither  Colchester  Global  Investors  
Limited  nor Colchester Global Investors (Singapore) Pte. Ltd. holds an Australian financial services licence for the provision 
of certain financial services, and both entities are exempt from the requirement to hold an Australian financial services 
licence under the Corporations Act 2001 (Cwlth) in respect of the financial services Colchester provides; (ii) Colchester 
Global Investors Limited is authorised and regulated by the Financial Conduct Authority of the United Kingdom under UK 
laws, which differ from Australian laws; (iii) Colchester Global Investors (Singapore) Pte. Ltd. is regulated by the Monetary 
Authority of Singapore under Singapore laws, which differ from Australian laws. Therefore, Australian wholesale clients are 
not necessarily subject to the same types of legal protections or remedies that they would enjoy if Colchester was directly 
subject to the Corporations Act.  Colchester is entitled to offer its financial services in Australia pursuant to an exemption 
from   the requirement to hold an Australian Financial Services Licence under the Corporations Act, on the basis, among 
other things, that the clients are “wholesale clients” within the meaning of the Corporations Act.

•	 Colchester Global Investors (Singapore) Pte. Ltd is licensed as a financial services provider by the Financial Sector 
Conduct Authority (licence number 53343) in South Africa. 

•	 Colchester Global Investors Middle East Limited is regulated by the Dubai Financial Services Authority for the provision 
of Managing Assets, Advising on Financial Products and Arranging Deals in Investments.  All communications and services 
are directed at Professional Clients only.  Persons other than Professional Clients, such as Retail Clients, are not the 
intended recipients of Colchester Global Investors Middle East Limited’s communications or services.  Colchester Global 
Investors Middle East Limited is a company established in the Dubai International Financial Centre (DIFC) pursuant to 
the DIFC Companies Law with registration number CL 3239.

•	 Colchester Global Investors Inc. is a wholly owned subsidiary of Colchester Global Investors Limited. It is not permitted 
to provide investment advice or otherwise engage in a regulated activity.

•	 Colchester Global Investors (Dublin) Management Limited is authorised and regulated by the Central Bank of Ireland in 
Ireland. Colchester Global Investors (Dublin) Management Limited, Sucursal en España is a branch of Colchester Global 
Investors (Dublin) Management Limited established in Spain and supervised by the CNMV. Colchester Global Investors 
(Dublin) Management Limited, German Branch is a branch of CGIE established in Germany and supervised by the 
Federal Financial Supervisory Authority (BaFin).

THIS DOCUMENT IS INTENDED FOR PROFESSIONAL USE ONLY AND IS NOT FOR PUBLIC DISTRIBUTION. IT MAY CONTAIN 
INFORMATION THAT IS PRIVILEGED, CONFIDENTIAL OR EXEMPT FROM DISCLOSURE UNDER APPLICABLE LAW. IF YOU 
HAVE RECEIVED THIS COMMUNICATION IN ERROR, PLEASE DISREGARD AND DELETE IT AND DO NOT DISSEMINATE THE 
CONTENTS TO ANY OTHER PERSON.

THIS DOCUMENT DOES NOT CONSTITUTE A PROSPECTUS OR OFFERING CIRCULAR TO SUBSCRIBE FOR ANY SECURITIES. 
POTENTIAL INVESTORS MUST REVIEW THE RELEVANT PRODUCT OFFERING DOCUMENTS OR INVESTMENT MANAGEMENT 
AGREEMENT, AND IN PARTICULAR, THE RISK DISCLOSURES SET OUT THEREIN.


