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At Schroders, we believe that responsibly managed companies are not only 
good for society, they can be good for shareholders’ pockets too. Research has 
demonstrated that companies with robust environmental, social and governance 
(ESG) performance benefi t from a lower cost of capital and are more likely to 
deliver superior returns over time. That’s why, at Schroders, ESG is an integral 
part of our investment process across asset classes. 

We see engaging with companies and their management as a fundamental part 
of our duty as an active investor. As well as improving performance, we believe 
engagement adds value by enhancing communication and understanding 
between companies and investors.

This report provides insight into Schroders’ ESG engagements this quarter. 
As well as some of the broad issues and themes our eight-strong team have 
been considering, it demonstrates our responsible approach to managing clients’ 
assets and how we are integrating ESG thinking into investment processes. 

Our continued commitment to delivering value to clients, our people and society 
has been recognised by the broader industry. This quarter we were recognised, 
alongside Cazenove Charities, as ‘Asset Manager of the Year’ at the Better 
Society Awards 2015. We have also been shortlisted as a fi nalist for the Finance 
for the Future Awards 2015, in the ‘Innovative New Idea’ category*. We will 
continue to support and participate in industry initiatives, awards and events 
for valuable learning opportunities and as a way to assess progress against 
ESG targets. 

As portfolio companies increasingly take notice of what we say, there’s more 
to do as long-term stewards of our clients’ capital. We will continue to engage 
constructively with companies on ESG issues, helping them manage their risks 
and, in turn, seeking to drive better performance. 
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Jessica Ground
Global Head of Stewardship
J i G d
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*Source: Better Society Awards, as at May 2015; Finance for the Future Awards, as at July 2015 
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Concern about the widespread exclusion of low income groups from fi nancial 
services is gaining momentum throughout the world. An international effort to 
foster “fi nancial inclusion” is being led by the G20 group of nations and the 
UN fi nancial inclusion programme. In the UK, a cross-party Financial Inclusion 
Commission, including both parliamentarians and experts in the fi eld, was set up 
in 2014 to investigate the issue and make practical recommendations ahead of 
last May’s general election. 

What is fi nancial inclusion?
According to the Financial Action Task Force (FATF), an inter-governmental body, fi nancial inclusion is 
about “providing access to an adequate range of safe, convenient and affordable fi nancial services to 
disadvantaged and other vulnerable groups, including low income, rural and undocumented persons, 
who have been underserved or excluded from the formal fi nancial sector.” It is also about ensuring 
that individuals to whom only basic fi nancial products are currently available have access to a variety 
of fi nancial services.

What are the main issues?
On a global basis there are about 2.5 billion people (about half of the working age population) who 
are currently excluded from the formal fi nancial system. In the UK, the Financial Inclusion Commission 
estimates that 3.6% of the population, or nearly two million adults, don’t have a bank account and 
around two million people took out a high-cost loan in 2012 as they were unable to access any other 
form of credit. 

This highlights one of the key features of the fi nancial inclusion debate in the UK: the current lack of 
socially responsible credit providers. Indeed, payday lenders have been in the spotlight recently for 
imposing aggressive and unsustainable lending conditions on the fi nancially needy and new industry 
rules have been introduced in order to cap interest rates.

Another issue facing the fi nancial sector is the new Universal Credit welfare system. This brings 
together several benefi ts previously provided separately as a single monthly payment paid directly 
into a claimant’s bank account. This will require greater fi nancial inclusion in the UK in the form of 
wider access to basic bank accounts and some form of fi nancial education in budget management. 

What are the risks and opportunities?
Financial inclusion poses both risks and opportunities for banks, insurers and consumer fi nance 
companies that investors should be cognisant of. Risks include regulatory risks arising from the 
introduction of new mandatory pricing or payments conditions, credit risk from the extension of 
fi nancial services to low income or fi nancially uneducated customers and competition risk from 
“alternative” lenders such as payday loan companies trying to capture customers alongside 
mainstream banks and insurers. Opportunities include the chance to win new business through 
fi nancial innovation and the use of new technology. 

The full report is available at www.schroders.com/responsibleinvestment.
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Solange Le Jeune 
ESG Analyst 

“ We believe fi nancial inclusion 
is an important way banks 
can rebuild customers’ trust 
and demonstrate that they 
play a positive role in society. 
This means serving the real 
economy, including those 
customers that may not be 
particularly profi table”
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Special topic
Financial inclusion 
How is the UK faring?



The market for “green” bonds has grown rapidly in the last couple of years. 
These bonds, issued to back environmentally sustainable projects, have evolved 
from being solely the domain of international fi nance organisations to one in 
which companies increasingly see opportunities to raise money. 

A year of strong growth 
Green bonds have seen exponential growth in 2014, with €22.7 billion issued according to the 
banking group ING, more than double the level of 2013 (97 green bonds were issued by 50 issuers in 
2014, with four issuers accounting for 50% of the total number).

Growth was boosted as the issuer base expanded from governments and fi nancial institutions to 
include companies. Standard & Poor’s estimates that corporate bond issuance could reach $30 
billion in 2015 (a near 50% increase on 2014). Corporate green bonds have helped bring depth to 
the market and also a range of currencies, geographies and maturities. 

In addition to new issuers, new types of green bonds entered the market, such as asset-backed 
securities from Toyota linked to hybrid and electric vehicle loans. Beyond the corporate sector, 
municipal green bonds are expected to be a growth area in 2015.

Green bond issuance will also continue to grow as China gears up its green development 
programmes and Latin American countries and companies look to increase their renewable 
energy capacity.

Green standards 
As the market grows, so do concerns about the potential for market abuse, with some issuers not 
being totally transparent about what they plan to do with the proceeds of bonds. The development 
of “Green Bond Principles” by a group of issuers, investors and intermediaries provides a commonly-
agreed framework for legitimate issuers to adhere to and should give confi dence to investors as to 
the integrity of a green bond and the use of its proceeds. 

The full report is available at www.schroders.com/responsibleinvestment.
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Richard Stathers 
Head of Responsible Investment 

“ Given the growth in the market, 
it’s essential that investors can 
sort the wheat from the chaff 
amongst ‘green’ projects, 
whatever shade of green 
they may be”
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Special topic
Green bonds
A primer



Engagement 
Highlights

Shell – return to the Arctic? 
It looks likely that Shell is going to resume its Arctic drilling campaign, put on hold after an incident 
involving the Kulluk rig in late 2012. The oil and gas major is the only remaining company with 
plans to drill in the Arctic Ocean. Other companies have pulled out of what they’ve judged to be 
too expensive and high risk exploration plans. Shell is still going through a regulatory authorisation 
process at the end of which it should be able to start drilling in the Chuckchi Sea next month.

In the light of these events, Arctic drilling has remained a key area of focus in our engagement 
discussion with Shell this quarter. We challenged the company on the costs of its programme, 
its relevance in the climate change policy context, its preparedness to operate in the environmentally 
sensitive and harsh climate environment, and the associated safety challenges. Despite the 
company’s confi dence that these issues have been addressed, we remain concerned about the 
adequacy of its response.

Living Wage 
Following the publication of Schroders’ report on the living wage, we contacted companies ahead of 
their annual general meetings (AGMs) to get a better understanding of the feasibility of their paying 
a living wage. We worked collaboratively with ShareAction, a charity that promotes responsible 
investment, and other investors, who in turn contacted a much wider group of UK companies as part 
of their campaign for a living wage. We are collecting responses and integrating feedback into our 
ESG analysis.

Home Retail engagement success
As part of our research on the living wage, we approached Home Retail, the parent company of Argos 
and Homebase, to fi nd out how it values its workforce and monitors employee retention. We were 
encouraged that the company responded immediately to our requests for more disclosure in these 
areas. It has now committed itself to publishing data on employee turnover, tenure and survey results.

SVG Capital 
As a large investor in SVG Capital, we regularly engage with the private equity company on strategy, 
board structure and remuneration. We agreed to meet with management following the annual general 
meeting to discuss whether remuneration levels are appropriate, targets are stretching and that 
carried interest is handled carefully, particularly given the principles in these areas that the company 
has set out in its annual report. We met the directors at a time when they were in ‘listening mode’ 
in light of changes they proposed to their remuneration policy. We were able to advise on what we 
felt was appropriate on vesting levels, targets and metrics to develop their strategy. This level of 
engagement meant we were able to infl uence remuneration strategy to ensure that the board is being 
appropriately incentivised at the right level to generate returns for shareholders.
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For illustrative purposes only and not to be considered a recommendation to buy or sell shares.



The temperature is rising everywhere, and nowhere more so than at company 
shareholder meetings. From just four resolutions related to climate change 
in 2013, we have already seen a record 31 at AGMs this year so far. 
Not surprisingly, the vast majority have been at energy companies. The sea 
change in attitudes here is illustrated by the overwhelming backing given by 
shareholders to a string of climate change resolutions at Shell, BP and Statoil. 
And at Chevron we saw perhaps a straw in the wind with a resolution calling 
for an immediate increase in dividends, given that carbon limits may ultimately 
prevent the company exploiting all of its oil and gas reserves.

We see these resolutions as a step in the right direction and believe we will 
see investors demanding a more radical factoring of climate change risk into 
business models in the future. This has gained added urgency in advance of 
December’s United Nations climate change conference in Paris. Whatever 
happens there, we believe a tightening of national, regional and local regulations 
is very likely, as the world works towards a low-carbon economy.

BP, Shell & Statoil
The resolution which attracted most attention this season, entitled “Implement Strategic Resilience 
for 2035 and Beyond”, was submitted by a group of shareholders to the BP, Shell and Statoil annual 
meetings. The group was looking for better disclosure in a number of areas, ranging from operational 
emissions management, and low-carbon energy research and development (R&D) and investment, 
to the companies’ public policy positions on climate change and how executives are incentivised. 
The resolution was supported by more than 98% of shareholders (including Schroders) at the three 
companies’ AGMs. Interestingly, all three managements also supported the motion in a welcome 
acknowledgement that they need to be more engaged in the debate.

Chevron
One of the most interesting resolutions was at Chevron’s shareholder meeting. The company was 
asked to agree an increase in its dividend in view of the increasing threat that its main assets become 
“stranded” – unable to be used as a result of climate change constraints. The argument put forward 
by the fi lers was that capital would be better allocated to a higher dividend than to high-cost, high-
carbon projects that may become stranded. We voted against this resolution, which was ultimately 
rejected. While we were in favour of other climate-related resolutions at Chevron seeking increased 
transparency, we felt that this one was too specifi c and in some cases too prescriptive. We believe it 
is up to management to consider dividend pay-outs taking into account all the risks for the business, 
including those linked to stranded assets. Furthermore, Chevron already has a growth dividend 
strategy in place and is not considered a laggard within the peer group in this area.
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Case study

Engagement
Climate change resolutions: 
putting the heat on management

31  
A record number of 
resolutions so far in 2015

R E S P O N S I B L E  I N V E S T M E N T  R E P O R T  |  Q 2  2 0 1 5
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Petrochina
Although there was no climate-specifi c resolution at the company, we voted against Petrochina’s 
2014 “Report of the Supervisory Committee” to signal to the company’s management our concern 
that it had not done enough to address climate change risk. We were particularly disappointed not 
to see a clear strategy to manage greenhouse gas emissions. 

Schroders’ voting actions
Schroders has supported the majority of the 21 climate change resolutions we have seen at this 
year’s meetings of oil and gas companies (and one utility) where we own shares. As investors with a 
long-term outlook, we believe that these companies should provide better evidence that carbon risks 
are fully factored into their business strategies and that they have plans in place to mitigate them. 

Our responsibility here is twofold: assessing the carbon risk that lies in clients’ portfolios, and then 
managing this risk in a variety of ways (company engagement, picking carbon-resilient stocks, and 
– ultimately – divestment), as explained in our recent publication ‘Responding to Climate Change Risk 
in Portfolio Management’. Through voting, Schroders is also able to promote good practice and push 
companies to disclose the information investors need to assess potential investment risks. 

The table on the next page details our voting actions on climate change resolutions at energy and 
utility companies.

Case study
Continued...

Engagement
Climate change resolutions: 
putting the heat on management
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Energy

Company Theme Management Support Schroders Support

BP Implement Strategic Resilience for 2035 and Beyond For Yes

Chesapeake Energy Corporation Report capex with respect to climate change policy Against Yes

Chevron Corp Greenhouse gas reduction goals Against Yes

Chevron Corp Increase dividend to refl ect stranded asset risk Against No

ConocoPhillips Remove or adjust reserve metrics used for executive 
compensation when they are not compatible with a scenario 
hat would require emissions reductions

Against No

Devon Energy Improve reporting of fi nancial risks of climate change Against Yes

Exxon Mobil Greenhouse gas reduction goals Against Yes

Hess Corp Improve disclosure on climate change impacts on business to 
demonstrate resilience to climate change policies Against Yes

HollyFrontier Corporation Greenhouse gas reduction goals Against Yes

Marathon Oil Report capex with respect to climate change policy Against Yes

Noble Energy Impact of climate change policy on business Against Yes

Phillips Greenhouse gas reduction goals Against Yes

PPL Corporation Make greenhouse gas reduction goals consistent with national 
and international policies Against Yes

Royal Dutch Shell Implement Strategic Resilience for 2035 and Beyond For Yes

Statoil Implement Strategic Resilience for 2035 and Beyond For N/a

Statoil Assess portfolio resilience against climate scenarios identified in 
Intergovernmental Panel on Climate Change’s fifth assessment 
report, and report this to shareholders

Against N/a

Statoil Implement new strategy for more sustainable development and 
administration of the company’s resources and business Against N/a

The Southern Company Greenhouse gas reduction goals Against Yes

Utilities

Company Theme Management Support Schroders Support

Dominion Resources Disclosure of fi nancial and physical risks of climate change Against Yes

Dominion Resources Greenhouse gas reduction goals Against Yes

Dominion Resources Link pay to ESG (carbon reduction targets) Against Yes

Engagement
Climate change resolutions: 
putting the heat on management
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Source: Schroders, as at 30 June 2015 
For illustrative purposes only and not to be considered a recommendation to buy or sell shares.
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G4S, the security outsourcing group, has gained a great deal of press coverage 
for its involvement in a number of business controversies. The past few years 
have seen some big contract management mistakes in the UK. The company 
underestimated the need for security personnel at the 2012 London Olympics 
and the Serious Fraud Offi ce is still investigating claims that it overcharged the 
UK government on prison and electronic tagging contracts. Additionally, G4S 
has been the subject of a number of alleged human rights controversies abroad. 

These events signalled a lapse in the company’s management systems and processes and also 
impact on the company’s ability to maintain and win contracts. It is in the light of this that we have 
established a continuous dialogue with G4S. 

We raised the issue of controversy management with the new CEO. His response was that robust 
corporate values and management guidance were paramount. To support this approach, G4S has 
been introducing progressively a series of centralised systems for its legal, fi nance and procurement 
functions, which should help achieve greater corporate oversight and mitigate controversy risk. 

This integration is yet to be extended to G4S’s corporate social responsibility (CSR) function, whose 
various components (health and safety, human capital, and environment) are currently split between 
different departments. Ideally there would be horizontal integration as well as overall ownership and 
guidance from management. 

Over the past year, we have been encouraged that G4S has responded to some of our concerns. 
It has made considerable progress on how it can address controversial issues in a more upfront 
manner, potentially including more recognition of these issues in its public material. Its CSR 
Committee has endorsed this approach and the recently-published CSR report includes statements 
on key human rights complaints. We are supportive of this increased transparency, particularly given 
that G4S’s contractual obligations with clients and governments make it diffi cult to comment on 
ongoing issues.

Our engagement with G4S leaves us with no doubt that there is genuine commitment at the highest 
level to pursue the CSR agenda internally. However, with more than 600,000 employees in 120 
countries, the company’s biggest challenge is to ensure that its suite of CSR tools are adequately 
communicated and implemented on the ground. 

We are confi dent that previous contract management blunders are unlikely to repeat themselves, 
given the improved management controls. The nature of G4S’s business means that human 
rights controversies are bound to emerge regularly. However, the new team has already made 
arrangements to pull back from some particularly high risk areas. It is diffi cult to evaluate and quantify 
the impact of these controversies on the share price and shareholder value, but maintaining brand 
and consumer confi dence is important for contract wins. A fully integrated CSR function, an internal 
controversy-monitoring framework and diligent stakeholder dialogue should help mitigate these risks.

Engagement 
Mitigating controversies at G4S

Case study

Maintaining brand and consumer 
confi dence is important for 
contract wins. 

For illustrative purposes only and not to be considered a recommendation to buy or sell shares.
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1,099
Asia

745
Europe786

North America

303
Rest of the world

287
UK

Shareholder
voting

Shareholder resolutions
We voted on 145 shareholder resolutions this quarter, which covered environmental, social and ethical issues, supporting 72, 
abstaining on 8 and voting against 65. Please see case study on page 9 for further detail on climate change resolutions.  

Source: Schroders, as at 30 June 2015 *Includes withheld or unvoteable resolutions,  for example due to shareblocking

85%

8%
6%

Direction
of votes

For

Against

Abstain 

Other*

26%
19%

12%

1%

2%

21%
19%

Reasons for 
votes against 

this quater

Anti-takeover

Allocation of capital

Director related

Remuneration

Reorganisation 
& mergers

Routine business

Shareholders proposals

We believe we have a responsibility to exercise our voting rights. We therefore evaluate voting issues on our investments and 
vote them in line with our fi duciary responsibilities to clients. We vote on all resolutions unless we are restricted from doing so 
(e.g. as a result of shareblocking). This quarter we voted approximately 91% of all our holdings. The charts below provide 
a breakdown of our voting activity from this quarter. 

Company meetings voted
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19
Asia

19
Europe11

North America

03
Latin America

39
UK

Engagement
in numbers

21%

19%

17%
10%

10%

9%

6%

4%
3% 2%

Engagement 
by sector

Consumer discretionary

Consumer staples

Industrials

Financials

Materials

Energy

Information technology

Healthcare

Telecoms

Utilities

22%

10%

20%12%

22%

11%

3%

Engagement
type

One to one meeting

Group meeting

One to one call

Group call

Email

Collaborative engagement
(e.g. joint investor letter)

Other (e.g. letter)

Source: Schroders, as at 30 June 2015
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Regional engagement
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We had 101 engagements this quarter with the 91 companies listed below, on a broad 
range of topics categorised under “environmental”, “social” and “governance”. 
It includes one-to-one meetings, joint investor meetings, conferences, teleconferences, 
written correspondence and collaborative engagements.  

For further details about the issues discussed and company responses, 
please visit www.schroders.com/responsibleinvestment 

Company
engagement

Company Environment Social Governance

Consumer Discretionary

Autogrill ✓

Co-Operative Group ✓

Compass Group ✓

Daily Mail and General Trust ✓

Debenhams ✓

Dixons Carphone ✓

Flight Centre ✓ ✓ ✓

Kingfi sher ✓

Marks and Spencer ✓

Mitchells and Butlers ✓

NH Hoteles ✓

Paddy Power ✓

Tata Motors ✓

Toyota Industries ✓

Toyota Motor ✓ ✓

Whitbread ✓

WPP Group ✓

YUM! Brands ✓

R E S P O N S I B L E  I N V E S T M E N T  R E P O R T  |  Q 2  2 0 1 5

For illustrative purposes only and not to be considered a recommendation to buy or sell shares.
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Company engagement

Company Environment Social Governance

Consumer Staples

AG Barr ✓

Barry Callebaut ✓

Britvic ✓

Costco Wholesale Corp ✓

Greggs ✓

Imperial Tobacco Group ✓ ✓

J Sainsbury ✓

Metro ✓

Mondelez International ✓

Pets at Home ✓ ✓

Reynolds American ✓

Tesco ✓

Unilever ✓

Wal-Mart de Mexico ✓

Walgreens Boots Alliance ✓ ✓

WH Group ✓

WM Morrison ✓ ✓

Energy

Enquest ✓

Lukoil ✓

Petrochina ✓

Repsol ✓ ✓

Royal Dutch Shell ✓ ✓

Santos Limited ✓

Statoil ✓

Total ✓ ✓ ✓

Tullow Oil ✓ ✓ ✓

Continued...
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For illustrative purposes only and not to be considered a recommendation to buy or sell shares.
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Company engagement

Company Environment Social Governance

Financials

American Equity Investment Life ✓ ✓

Banco do Brasil ✓ ✓ ✓

Barclays ✓

Everest Re ✓ ✓

Man Group ✓

SVG Capital ✓

Swiss Re ✓

TBC Bank ✓

Tullett Prebon ✓

Health Care

Apollo Hospitals ✓

Essilor ✓

Hisamitsu Pharmaceutical ✓ ✓

Smith & Nephew ✓ ✓

Industrials

BAE Systems ✓ ✓

EcoRodovias ✓

FANUC ✓

FirstGroup ✓

Gategroup ✓

Haitian ✓

Latchways ✓

Lockheed Martin ✓ ✓

National Express ✓ ✓

Rotork ✓

Samsung C&T ✓

Schneider Electric ✓

Continued...
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Company Environment Social Governance

Industrials cont...

Sensata Technologies ✓

Sime Darby ✓

Weir ✓ ✓ ✓

Information technology

ARM Holdings ✓

Comet Holdings ✓

Dialog Semiconductor ✓

Domino Printing Sciences ✓

Radiant Opto-Elect ✓

Tata Consultancy Services ✓

Materials

Anglo Pacifi c Group ✓

BASF ✓

BHP Billiton ✓ ✓ ✓

Centerra Gold ✓ ✓

Elementis ✓ ✓

Engro ✓

Glencore ✓ ✓ ✓

Newcrest Mining ✓ ✓

Telecommunication Services

Deutsche Telekom ✓ ✓

Orange ✓

Vivendi Universal ✓

Utilities

Calpine Corp ✓ ✓

Centrica ✓

Continued...

Company engagement
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Source: Schroders, as at 30 June 2015 
For illustrative purposes only and not to be considered a recommendation to buy or sell shares.
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29%

62%

6%
3%

Engagement progress
from Q2 2014

Achieved 

Almost

Some change

No change

Engagement
progress

This section reviews progress on suggestions for change 
we made a year ago, in this case the second quarter of 
2014. There are four possible results: “Achieved”, “Almost”, 
“Some Change” and “No Change”. The table below 
highlights our full and partial successes. 

Of a total number of 34 “change facilitation” requests made in Q2 2014, 
we recorded one as Achieved, two as Almost, 10 as Some Change 
and 21 as No Change.

The following chart shows the effectiveness of our engagement over a 
fi ve-year period. We recognise that any changes we have requested will 
take time to be implemented into a company’s business process. We 
therefore usually review requests for change 12 months after they have 
been made, and also review progress at a later date. This explains why 
there is a higher number of engagement successes from previous years.
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Effectiveness of requests for change – 5 year period

Source: Schroders, as at 30 June 2015 
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Our Team
profi les

Jessica Ground 
Global Head of Stewardship 
Head of the team

Joined Schroders 1997

Seema Suchak 
ESG Analyst 
Healthcare, Materials

Joined Schroders 2012

Richard Stathers 
Head of Responsible Investment 
Utilities, Telecoms, Climate change

Joined Schroders 2000

Sophie Rahm 
ESG Analyst 
Industrials, IT

Joined Schroders 2013

Daniel Veazey 
Corporate Governance Analyst
Corporate Governance

Joined Schroders 2004

Shelley Keep 
Voting Specialist
Corporate Governance

Joined Schroders 2013

Solange Le Jeune
ESG Analyst
Energy, Financials, Climate change

Joined Schroders 2011

Elly Irving
ESG Analyst 
Consumer goods and services

Joined Schroders 2014
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For professional clients only and not suitable for retail clients.

Important information: The views and opinions contained herein are those of the Environmental, Social and Governance (ESG) team, and may not necessarily represent 
views expressed or refl ected in other Schroders communications, strategies or funds. The stocks and sectors mentioned above are for illustrative purposes only and are not a 
recommendation to buy or sell. This document is intended to be for information purposes only and it is not intended as promotional material in any respect. The material is not 
intended as an offer or solicitation for the purchase or sale of any fi nancial instrument. The material is not intended to provide, and should not be relied on for, accounting, legal or 
tax advice, or investment recommendations. Information herein is believed to be reliable but Schroder Investment Management Ltd (Schroders) does not warrant its completeness 
or accuracy. No responsibility can be accepted for errors of fact or opinion. This does not exclude or restrict any duty or liability that Schroders has to its customers under the 
Financial Services and Markets Act 2000 (as amended from time to time) or any other regulatory system. Schroders has expressed its own views and opinions in this document 
and these may change. Reliance should not be placed on the views and information in the document when taking individual investment and/or strategic decisions. Issued in July 
by Schroder Investment Management Limited, 31 Gresham Street, London EC2V 7QA. Registration No. 1893220 England. Authorised and regulated by the Financial Conduct 
Authority. RI00021 w47349
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