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Schroders Overview 
At Schroders, asset management is our business and our goals are completely aligned with those of our 
clients – the creation of long-term value.  Schroders has developed under stable ownership for over 200 years 
and long-term thinking governs our approach to investing, building client relationships and growing our 
business.  
 
We are a diverse asset management company, managing £212.0 billion (as at 31 December 2012) on behalf 
of institutional and retail investors, financial institutions and high net worth clients from around the world, 
invested in a broad range of asset classes across equities, fixed income, multi-asset, alternatives and 
property.   

 

Figure 1: Total AUM by region and product (31 December 2012) 

 

  
 
We employ more than 3,000 talented people worldwide, operating from 34 offices in 27 different countries  
(as at 31 December 2012) across Europe, the Americas, Asia and the Middle East, close to the markets in 
which we invest and close to our clients.  
 
As responsible investors we take a consideration of the long-term risks and opportunities that will affect the 
resilience of the assets in which we invest.  This approach is supported by the Global Equities Responsible 
Investment Policy, the Investment & Corporate Governance: Schroders Policy, the Global Fixed Income Policy 
and the Responsible Property Investment Policy.  
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Foreword 
 In my twelve years at Schroders   the Socially Responsible Investment sector has grown significantly, not just 
in geographical spread and practitioners, but also in the variety of methodologies by which it is implemented. 
There has been a marked shift from the traditional ethical screens, to the more widely implemented, but less 
defined “ESG (environmental, social and governance) integration” approaches.  Evidence from both the 
UNPRI’s signatory base and from the recent EUROSIF 2012 market survey hints that this upward trend 
continues to proceed with positive momentum (see figures 2 and 3 below).  
 

Figure 2: UNPRI signatory numbers and 
representative AUM 

Figure 3: Trends in European responsible 
investment styles 

  
Source: UNPRI 2012 Adapted from “European SRI study”, EUROSIF, 2012 

 
Over this period there has also been significant evolution in the quality of corporate responsibility reporting.  At 
the turn of the millennium there were very few companies who produced an environmental policy, but since 
then the depth and quality of reporting has improved markedly and many companies now provide very 
succinct insights into their environmental and social performance. However, globally, there still remains a 
significant range in the quality of reporting, and there is a long way to go in standardising data to facilitate 
effective peer-to-peer ESG analysis.  
 
While there has been significant growth and development in both Responsible Investment and Corporate 
Responsibility at the global level over the last decade, it is questionable what this has actually achieved.  The 
impacts of economic growth, without accounting for the environment and unchecked population growth, has 
created substantial environmental and social challenges.  When considering the Responsible Investment 
industry, questions should must be asked about has been achieved other than financial returns?  How have 
the dual concepts of engagement and integration helped to improve social welfare or reduce the 
environmental footprint of client portfolios? This is an area  which we will focus our efforts on over  the next 
few years in order to ensure that future versions of this report will not only  provide readers with an overview of 
our efforts to engage on ESG issues,  but also on what these efforts have achieved in terms of environmental 
and social outcomes.   
 
In the interim, we hope that this report provides a thorough overview of our current Responsible Investment 
efforts here at Schroders.  
 
 
Rick Stathers 
Head of Responsible Investment 
Schroders 
 

0

5

10

15

20

25

30

35

0

200

400

600

800

1,000

1,200

Apr-
2006

Apr-
2007

Apr-
2008

Apr-
2009

Apr-
2010

Apr-
2011

Apr-
2012

Signatories (LHS) FUM (USD trn) (RHS)

0

1

2

3

4

5

Sustainability
themed

investments

Best-in-class
and positive

screens

Norms-based
screening

Negative
exclusion

Integration Engagement
and voting

Millions 

2005 2007 2009 2011



 2012 Annual Report 

 
 

3 

Responsible Investment at Schroders  
Schroders has promoted a Responsible Investment approach to business for over 15 years. While the moniker 
for this investment process has varied over the years, its aims and methods haven’t.  These are to be active 
owners within the companies in which we invest, and to reflect environmental, social and governance value 
drivers within our investment process. Below are the areas of Responsible Investment in which we are 
involved, and each will be covered in greater detail within this report. 
 
Active Owners 
This refers to our role as active owners within the companies that we hold, and covers our voting and 
engagement activities with management on ESG issues in order to enhance shareholder value and improve 
our understanding of these companies. 
 
Integration 
This refers to how ESG factors can be integrated into the investment process, whether this is through the 
implementation of an ESG thematic fund (which will have a high degree of integration, but will also constrain 
the size of the investable universe due to thematic constraints), or the integration of ESG into the mainstream 
investment process.  Here, the investable universe isn’t constrained, and the level of risk and opportunities 
presented by ESG factors is recognised within a company’s valuation. 
  
Within this section of the report we will also provide an overview of our negative exclusion services, which 
have historically evolved from reflecting clients’ ethical concerns within the investment process ( for example 
excluding any exposure to tobacco from the portfolio), to increasingly responding to the influence of national 
and international legislation on the financial services.  Most recently this has materialised in the form of 
“terrorist screening” at US state fund levels and in the form of the exclusion of cluster munitions from 
Luxembourg registered funds.  
 
Industry involvement 
As previously stated, Schroders has been operating within the Responsible Investment field for well over a 
decade and so possesses considerable experience in this sector. We have been able to use this expertise to 
establish collaborative initiatives and provide on-going support for others, while continuing to learn from other 
practitioners’ knowledge and experience of the sector. As a result we have been long-term supporters of 
industry bodies such as the UK Sustainable Investment and Finance Forum, the European Sustainable 
Investment Forum, and the UN Principles of Responsible Investment. 
 
Due to historical factors our approach to Responsible Investment has focused on the equity side of the 
business, though we now have global Responsible Investment policies for our Fixed Income and property 
products. We use our ESG experience in equities to expedite the development of Responsible Investment 
within these other product classes.  
 
There is a team of five ESG specialists involved in the implementation of our Responsible Investment and 
corporate governance policies, two of whom focus on corporate governance (proxy voting and corporate 
governance engagement),  with the remaining three focusing on the environmental and social elements of 
ESG.  We are also supported by specialist ESG research providers as well as by allocating a proportion of our 
broker commission to those brokers providing value through their ESG research services.   
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Active Owners 
Schroders possesses share ownership rights which we exercise through company engagement and proxy 
voting on behalf of our clients. This is an integral part of our role in managing, protecting and enhancing the 
value of our clients’ investments. In exercising these responsibilities we combine the perspectives of our 
portfolio managers, company and ESG analysts to form a rounded view of each company and the issues it 
faces. It follows that we will concentrate on each company’s ability to create sustainable value and may 
question or challenge companies about ESG issues that we perceive may affect their future value. 
 
The following section details our activities with regards to corporate engagement on ESG-specific issues and 
our voting activities.  

Engagement with companies is a fundamental part of our approach to the investment process as an active 
investor. We believe that additional value is created by engaging with companies and their management, but 
we also recognise that stock selection and asset allocation may have a greater impact on the financial returns 
of a client’s portfolio and believe that engagement serves to enhance communication and understanding 
between companies and investors.  
 
When engaging with companies on ESG issues it is generally for one (or a combination of) the following 
reasons: 
 

1. Monitoring the on-going development of ESG practices, business strategy and financial performance  

within a company; 

2. Filling in gaps in our analysis; and 

3. Seeking change in ESG performance and processes that will protect and enhance the value of the 

investments for which we are responsible.  

 
This section of the report will only focus on instances of specific ESG engagement by ESG specialists, 
however, as an active investor we are engaging with companies on a regular basis. In 2012 our equities teams 
had 12,100 meetings with companies, and the Fixed Income team had 2,945 meetings.  While these meetings 
may have focused primarily on financial performance, they were also used to address questions on ESG 
issues where necessary, although at the moment there is no formal process for recording this.  
 
Figure 4 shows the gradual increase in engagement on ESG issues outside of Europe, and while this is still a 
small proportion of our overall engagement activities, we aim to grow this proportion year-on-year. As we 
increase our engagement with non-European countries there are new challenges presented to our process 
varying from language and cultural barriers, a lack of ESG governance systems (in many emerging markets, 
corporate governance systems in the companies in which we invest are  at the same level they were in UK 
companies over a decade ago), to the size of our holdings limiting access to management (the market cap of 
some US companies means that our percentage holding in a company can be very small despite its value 
being large).  There has been a decline in the number of companies engaged with on ESG issues during 
2012, which is a direct result of changes within the Responsible Investment team over the year.  
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Figure 4: Geographical spread of E&S engagement over the last five years 

 
 
 
Given the number and diversity of companies  we engaged with on ESG issues during 2012 (as demonstrated 
in table 2),  there is a great variety in the industries  which these companies are members of, and  also the 
ESG issues  which they are exposed to. In addition to this, the level of ESG disclosure by companies varies 
significantly both by sector and geography (though there are also numerous examples of both excellent and 
poor ESG disclosure levels by companies incorporated in the same country). This means that we find 
ourselves engaging  with a variety of topics depending on the company we are meeting with (see table 1 
below). We do not have a defined list of engagement objectives based on specific topics, but prefer to take a 
case-by-case approach.  
 

Table 1: Indicative list of ESG topics engaged on over the course of 2012 

Carbon related 
Sustainable palm oil 
Resource scarcity 
Product life cycle assessment 
Equator principles 
Genetically Modified Organisms 

Money laundering 
Bribery and corruption 
Health and safety 
Supply chain management 
Human capital management 
Labour standards and human rights 
Access to medicine 

Governance frameworks 
Board structure 
Business strategy 
Acquisitions and mergers 
Remuneration 
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Table 2: Companies specifically engaged with on ESG topics during 2011 

Sector Sub-sector UK Continental 
Europe 

Rest of World 

 Michelin  

 BMW 
Volkswagen 

 

Darty   

Carnival 
Whitbread 
Intercontinental Hotels 

  

Reckitt Benckiser SEB  

Trinity Mirror   

Debenhams 
Kingfisher 
Marks & Spencer 

Metro Myer Holdings 

Next Hennes & Mauritz  

Burberry PPR 
Prada 
 

Texwinca 
Coach 
Nike 
Ralph Lauren 

Diageo   

Tesco 
Sainsburys 
Booker Group 

  

ABF 
Unilever 
 

Nestle BR Foods 
BW Plantation 
Golden-Agri Resources 

 L’Oreal  

BP   

Royal Dutch Shell ENI Gazprom 
Apache 
CNOOC 
Petrochina 

Barclays 
Royal Bank of Scotland 
Standard Chartered 

Deutsche Bank Bank of Georgia 
Goldman Sachs 

Prudential   

 Unibail-Rodamco Sun Hung Kai 

 Essilor  

GlaxosmithKline 
Shire 

  

EasyJet   

BAE Systems  STE 

International Consolidated 
Airlines Group 

  

G4S   

Kier Group   

 Schneider Electric  

  Hutchison Whampoa 
Sime Darby 

 Vallourec  

National Express   

  Cisco 

  Tencent Holdings 

 SAP   

Elementis DSM 
Novozymes 
Solvay 

Dow Chemicals 

AMEC Holcim 
Imerys 

 

African Barrick Gold 
BHP Billiton 
Glencore 
Kazakhmys 
Lonmin 
Xstrata 

 Anglogold Ashanti 
Medusa Mining 
Newcrest Mining 
Newmont Mining 

DS Smith  Rocktenn 

BT Group  MTN Group 

  China Resources Power 

  PT Perusahaan Gas Negara 

Centrica   
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Our ESG engagement programme aims to closely align our engagement activities with the underlying 
shareholdings in our clients’ portfolios. This is achieved by undertaking a quarterly review of each equity 
desk’s investment portfolios and identifying those companies which have been given a low, or no rating by our 
specialist ESG research provider. This will highlight companies that may potentially have a higher level of risk 
than their peers, based on their exposure to environmental and social issues or their management of these 
issues. However we will also engage with companies when they are undertaking an ESG roadshow. 
 
Engagement does not always have the sole purpose of encouraging change in a company’s ESG 
performance, but  also improves our understanding of a company’s ESG management programme  which  
enhances our knowledge and analysis. Where we do seek change (change facilitation), this can be on various 
topics, from a simple request to encourage improved disclosure on an ESG indicator (in order to enable better 
analysis), to encouraging the adoption of a specific performance target which would demonstrate effective 
management of ESG risk exposure. Figure 5 demonstrates that, on average, almost 40% of our company 
engagement activities have been to request change.  
 

Figure 5: Aims of engagement over last five years 

 
 
Once a request for change has been made we will review the company’s progress in meeting that request on 
an annual basis. Our assessment of the progress a company has made in meeting the request for change is 
subjective and ranges from ’no change’ to ’achieved’. Table 3 shows the outcomes of the requests for change 
that we have made. We recognise that every company has a multitude of stakeholders, from employees, 
customers, the environment, and regulators, to management and investors.  All of these stakeholders will be 
impacted by, and have an impact on the strategy and performance of the company. We therefore recognise 
that in responding to any request for change management we will have to take into account the range of 
opinions these stakeholders have, and therefore it is unlikely that any one stakeholder group will be solely 
responsible for any changes made. We also acknowledge that any changes will take time to be implemented 
into a company’s business process, and therefore only review requests for change one year after they have 
been made.  
 

Table 3: Effectiveness of requests for change 

47% 61% 44% 33% 19% 5% 

29% 33% 44% 37% 42% 0% 

8% 6% 12% 17% 19% 5% 

6% 0% 0% 13% 21% 10% 

10% 0% 0% 0% 0% 80% 

76% 94% 88% 70% 60% 5% 

 
The data in table 3 clearly shows the influence of time on the success of any requests for change.  As was the 
case with our conclusion on this last year, we put this down to a number of possible reasons:  

– Companies might take longer than one year to implement a response to change 

– As companies continue to improve their ESG performance, any requests for change may be focused on more 

specialist areas, therefore reducing the likelihood of achieving change; and  
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– We revisit older requests, aiming to ensure that over time the request is at least ’almost’ achieved, or otherwise 

that a good reason be provided for this not to be the case, meaning that older requests for change are more likely 

to be successfully addressed over time 

We note that with any subjective assessment there is a human factor that could influence the results in table 3.  
In addition, the large number of ’on-going’ assessments for 2012 demonstrates the annual review process at 
work, as the majority of these requests will not have been assessed at the time of writing.   

We recognise our responsibility to make considered use of voting rights. We therefore evaluate voting issues 
on our investments and, where we have the authority to do so, vote on them in line with our fiduciary 
responsibilities in what we deem to be the interests of our clients. We vote on all resolutions unless we are 
restricted from doing so (e.g. as a result of share blocking).  
 

Table 4: Voting activity 2008-20121 

 

 
Figure 6: 2012 breakdown of resolutions voted on by category (according to MSCI ISS classifications) 
 
As figure 6 shows, the majority of resolutions target specific corporate governance issues which are required 
under local stock exchange listing requirements (e.g. approval of directors, accepting reports and accounts, 
approval of incentive plans).  A small minority of these resolutions are tabled by shareholders in the company 
and focus on the social, ethical and environmental (SEE) issues that a company faces.  As with previous 
years, the majority of these shareholder resolutions have tended to be tabled at the AGMs of US companies 
(due to US corporate governance regulations making this easier to achieve than in other jurisdictions).  Where 
a shareholder resolution of a SEE nature is tabled at the AGM of a company, we will take into account 
company performance, best practice, whether the company has faced similar resolutions before and, 
ultimately, if the resolution is in the shareholders’ interest. We normally hope to support company management 
however we will withhold support or oppose management if we believe that it is in the best interests of our 

                                                      
1
 Please note the figures in this table do not include resolutions or meetings at which we did not vote.  We aim to vote  

at all meetings except were there are onerous restrictions – for example, where trading is restricted prior to a meeting  
in shares committed to vote (share blocking), we will usually only vote in cases where the benefit of voting outweighs  
the ability to trade. 

1% 

9% 

61% 

9% 

0% 

3% 

14% 

3% 

Takeover related

Capitalisation

Director related

Non‐salary compensation 

Preferred and reorganisation

Reorganisation & mergers

Routine/business

Shareholder

5,633 5,191 4,758 5,032 5,423 

49,536 45,350 43,674 46,521 49,360 

     

46,065 42,101 41,497 42,181 47,338 

3,471 3,339 2,177 4,340 2,022 
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clients to do so.  Further details about Schroders’ approach to voting are covered in Investment and Corporate 
Governance Policy. 
 
Table 5 below provides an historical breakdown of recent shareholder resolutions that we have voted on (our 
records go back to 2000). Whilst it is feasible to attempt to draw conclusions from an analysis of the trends, it 
should also be noted that the investment strategies of Schroders’ fund managers will determine which sectors 
and companies we will have exposure to, and will thus influence the resolutions which we will have to vote on.   
 

Table 5: Social, environmental and ethical shareholder resolution five-year voting records by issue  
 

9 6 5 8 8 

1 1 0 1 2 

0 0 2 5 2 

0 1 3 5 2 

0 1 1 0 0 

     

0 3 4 0 1 

5 9 16 15 12 

8 5 4 0 1 

14 5 20 3 8 

0 0 0 0 1 

6 2 16 0 1 

0 0 0 2 0 

8 15 6 8 2 

     

8 12 7 16 12 

3 6 15 12 27 

0 0 0 0 0 

0 1 0 0 0 

0 0 0 12 3 

3 2 2 3 3 

0 3 0 1 0 

4 2 2 2 2 

     

3 3 9 6 4 

0 1 0 0 0 

7 3 4 0 1 
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Integration  
It is increasingly recognised that ESG factors can have varying degrees of influence on the financial 
performance of companies. A prime example in 2012 was the impact of the American drought on food prices, 
and as water scarcity challenges continue to grow on a global level the influence of water on corporate 
performance will only rise up the agenda. We are now beginning to see textile companies developing water-
less dyeing processes to reduce water use and effluents to water, household product companies developing 
products that require less water, and we are even beginning to hear of utility companies beginning to consider 
the use of air-cooled condensers in order to minimise the amount of water used.   
 
There are many other examples of why ESG factors should be considered alongside financial ones when 
analysing a company, ranging from the licence to operate (both from society and regulators) to productivity 
(due to good labour management practices) The challenge comes in determining how to integrate a 
consideration of these factors into the investment process (for example, within the stock selection and 
valuation process).   
 
As yet there has been no clear definition of how integration should be achieved, with many different 
approaches able to lay claim to being an example of ESG integration. For example, a thematic fund clearly 
focuses on environmental or social factors within the investment process by identifying companies whose 
products or services provide exposure to the theme. Another approach may combine the buy/sell rating with 
the ESG rating to identify an investable group of companies with a combination of both a buy rating and a 
positive ESG rating. An alternative version of this could see ESG ratings being used to adjust the weightings of 
stocks within a portfolio or investable universe, with further approaches attempting to identify material ESG 
factors and integrate them into the financial model.   
 
Integration at Schroders 
 
Within Schroders we have identified three ways in which ESG data can be integrated into our investment 
process, though given the rate of change and development within this approach, we recognise that there is a 
strong likelihood that other methodologies will arise over time.  
 

1. As a proxy for the quality of management/business strategy 

 
Clear evidence of good ESG management within a company should act as an indicator for a well-managed 
company, meaning that the company is well positioned to cope with the challenges that will be unique to its 
industry. 
 
At the valuation level, a positive assessment of this nature could be reflected in the growth forecasts that an 
analyst uses, (for example terminal growth figures, maturity year, adjustments to the risk premium), and 
therefore directly integrated into the valuation model. As there is no mathematical formula to this, this process 
may not be as reliable as it could be, and so adjustments to valuation multiples will reflect an analyst’s 
personal view about whether a company should be at a premium or  discount to its peers, based on its ESG 
performance.  
 
This broad assessment of ESG performance can also be used at the stock selection level, with a company’s 
strategy and general performance within ESG acting as a differentiator for   selecting one stock over another.   
 

2. Linking ESG performance into the fundamentals 

 
There are numerous examples from the companies that we have engaged with where a focus on ESG factors 
can be directly responsible for delivering a financial return, whether this is in cost savings or increased sales. 
However, these are often isolated examples within the overall ESG process (for example, as a result of a 
company’s climate change mitigation programme) and are often immaterial in terms of the overall financial 
values being analysed when considering a stock. In theory, the annual cost or revenue forecasts could be 
adjusted based on views of operational efficiency and customer sentiment (which could be informed by ESG 
analysis), but in practice, few analysts undertake this level of detailed modelling, preferring to  use forecast 
multiples.   
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There are some examples where regulation makes it possible to directly integrate an ESG factor into a model 
in the same manner as other input costs, such as labour costs. The cost of carbon is a prime example of this, 
and as the roll out of regional and national carbon legislation continues to increase, this will become an 
increasingly common component in the fundamental analysis of companies.   
 
It is also possible (as has been done by Puma) to estimate the cost of the environmental footprint a company 
generates by putting a figure on the environmental costs of operations and  integrating this into the profit and 
loss figures for the company. This is likely to be a growth area as more companies seek to develop integrated 
reports and undertake full life cycle analysis of their products and business. But, given that many of these 
externalities are currently unrecognised within financial and economic models, any environmental costs are 
likely to be estimates.  
 

3. Thematic and exclusionary approaches 

 
This is perhaps one of the purest forms of integration given that a fund’s investment principles reflect a specific 
ESG issue. At Schroders, we provide an example of this through the Schroders Global Climate Change fund, 
which invests in companies that have a positive exposure to efforts to mitigate or adapt to climate change. It is 
also possible to take this idea further and argue for including ethical investments (negative screens) under this 
category, as issues such as cluster munitions, tobacco, and alcohol are all social issues.  Therefore, by 
excluding them from investment an assessment of the social risks of these industries is taken into account in 
the investment process, and while it may not be the commonly regarded as an accurate view, it is a valid one  
in  the same way  that people may  hold opposing views on climate change.  We will be providing more 
discussion on our thematic and exclusion funds later. 
 
At Schroders we facilitate the integration of ESG into the mainstream investment process through the 
following tools: 
 

 The ESG team sits with the equity analyst teams to facilitate regular dialogue between ESG specialists and 

company analysts 

 The ESG team provides both general ESG training, as well as very detailed sector-specific ESG training 

for investors 

 ESG specialists and company analysts have collaborated on the production of an online, sector focused, ESG 

guideline template which is available to all analysts 

 We are gradually rolling out (at desk level) a requirement for all company analysts to complete an ESG review 

of the stocks under their coverage.  The ESG analysts audit a proportion of these notes and provide feedback 

to the analysts 

 We use the ESG ratings from our specialist ESG research provider to undertake a review of each desk’s 

holdings. This information is fed back to the desk and helps to facilitate further discussion on the reasons for 

the low rating, as well as being used as a tool to guide our engagement programme 

 In addition to company-specific research, the ESG specialists produce regular thematic research reports 

which explore ESG concepts and how, or why, they should be integrated into the investment process (please 

see the Responsible Investment special topics section for examples of this research). 

 
There is a long way to go in integrating ESG into the investment process and numerous challenges to 
overcome. We hope that the above steps help to facilitate this process, but recognise that there are other 
changes that could also speed up this process (for example, integration into macro-economic forecasts, not 
just company analysis, increasing investor time horizons, and regulation), but we also recognise that these 
steps may not be enough on their own for humanity to operate within the planetary limits as defined by the 
Stockholm Resilience Centre. Perhaps this is one of the risks of ESG integration, as there is an imagined 
belief that by simply taking account of ESG factors in the investment process, it means that the investments, 
and their outcomes, will deliver the goals of sustainable development. We believe that this is not necessarily 
the case and will seek to develop other indicators for our clients which will aim to measure the sustainability 
impact of their portfolios (for example, the carbon or water footprint of their portfolios versus the benchmark).   
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In order to continue to enhance our understanding of how ESG issues may create risks or opportunities to our 
investments we produce specific research reports into a range of topics, some of which may be topical issues, 
others more forward focused pieces addressing topics that may impact the financial markets. During 2012 we 
have published the following special reports: 

Oil and gas companies have used fracking for many years, but the lack of understanding of this technology 
and absence of regulation, coupled with a number of incidents, created strong social and political opposition to 
shale gas just as its revolution was taking off. Today, there is still little consensus on the exact impacts of 
fracking. This study reviews the main research papers on the topic and draws some conclusions on the ESG 
issues which are most likely to impact businesses.  
 
Some impacts are more controversial than others. The water footprint of shale gas wells has been relatively 
easy to measure, but the amount of water used in fracking tends to vary. The issue lies mainly in the location 
of shale gas wells, which adds to the complexity and cost of fracking when activities are located in water-
stressed areas.  
 
The carbon footprint of shale gas is the most controversial issue. There is little data available on the carbon 
emissions from shale gas exploration and production,   but researchers agree on the high uncertainty of 
fugitive methane emissions. More research will need to be conducted to gain clarity on this issue.  
 
The risk of water contamination by chemicals used in fracking fluid has raised serious concerns which have 
led the industry to move towards greater transparency and the replacement of toxic chemicals. Therefore 
operating companies’ water treatment capability should be key to the success of shale gas. The local pollution 
concerns around water contamination, as well as land use and noise, have raised strong community  
concerns, sometimes leading to radical regulatory decisions against fracking. It means shale gas companies 
increasingly need to engage with local communities to demonstrate they can mitigate the negative impacts  
of their operations.  
 
On top of this, a risk of small earthquakes has more recently been observed, which has raised new concerns.  
Some people also argue that despite natural gas being promoted as a low-carbon fuel, the easy access to 
large reserves of cheap shale gas could slow down the development of cleaner renewable energy.  
 
Standards and regulations will become stricter in order to address these issues which could increase shale 
gas production costs. However, it gives an opportunity for first-movers who are developing the sustainable 
solutions to be better positioned and benefit from the huge shale gas potential. The development of cleaner 
and transparent fracking solutions and strong community engagement programmes are among best practices 
to watch out for.  

Companies across several sectors have identified Human Capital Management (HCM) as a core driver of their 
business.  Yet analysis of HCM practices is limited by the absence of standardised social data in this area and 
poor disclosure of human resources metrics from the very companies who have identified it as a key driver of 
their business. An area where disclosure is incrementally improving is employee engagement; a multiple 
definitions notion, which broadly encompasses the human resources aspects that a company might consider 
most important to influencing employees’ commitment to their employer. “It is variously conceived as a 
psychological or affective state, a performance construct or an attitude,” and it often goes beyond work-related 
issues addressing employees’ private concerns. 
 
A number of quantitative studies have attempted to rise to the challenge of valuing intangible human capital by 
using employee engagement or a combination of social indicators, and analysing their links to companies’ 
success or  share price performance. The work of the research-based consulting group Gallup is of particular 
interest due to the amount of information it has gathered as a basis of its research. It shows a link between 
employee engagement and nine performance outcomes, concluding on a very strong and generalizable 
relationship between engagement and business performance. The Macquarie Equities Research team in 
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Australia has created employee engagement leaders and laggards’ indices and has measured their 
performance against the benchmark. It concludes that there is some benefit to employee engagement which 
would need to be verified over the long-term. Other works such as the analysis of ‘Best Companies to Work 
For’ index have more positive conclusions and are worth following in the long-term.  
 
Some companies have clearly grasped the rationale behind employee engagement, and its potential impact on 
employee retention and the optimisation of human resources. Best-in-class models are probably those in 
sectors where intellectual capital is core to the business, such as engineering consultancies. Another area of 
great focus is employee well-being, from occupational health and safety through lifestyle to management of 
stress, as it is increasingly perceived as a key determinant of employee engagement, which presents heavy 
downside risks.  
 
 At a time when executive remuneration is scrutinised, there has been a growing integration of human capital 
management factors into managers’ compensation schemes, often taking the form of employee engagement 
indicators. This could be a signal that human capital is increasingly viewed as an intangible which should be 
re-prioritised for the  potential value it has to create. 

Cotton production is of significant value to the economies of some emerging markets, but it has also had a 
significant impact on water resources in some countries in terms of use and pollution due to poor agricultural 
practices. For example, water levels in the Aral Sea have declined by 85 per cent over the last 40 years, and 
this is partly due to cotton irrigation in Uzbekistan and Turkmenistan. Indeed, the cotton industry accounts for 
8–10 per cent of global pesticide use, though this figure can be as high as 50 per cent in some emerging 
economies.  
 
Water scarcity and increasing efforts to tackle environmental pollution are likely to add to the cost of cotton 
production, which will have a direct impact on the supply chain. In addition, with the majority of cotton coming 
from small-scale farmers in emerging markets, there are concerns about labour standards creating 
reputational risks for companies.  
 
At the other end of the supply chain considerable work has been undertaken to address labour standards 
within Tier 1 suppliers. But as wage costs increase in emerging markets due to economic growth in these 
regions, and as companies have increasingly adopted ’just-in-time’ business models, this has increased the 
pressure on the supply chain which could undermine the work that has been done to improve labour 
standards. In addition, the aquatic pollution resulting from manufacturing activities, for example dyeing, is a 
cost that has still to be internalised. As emerging countries increasingly see the benefit of reduced 
environmental pollution, this will become a further cost for manufacturers in many emerging markets.  
 
There are both realistic cost increases that will impact the sector, and the ever-present reputational risks to 
brands from being associated with poor labour standards. We analysed the publicly available information of 20 
companies with exposure to the textile industry, including manufacturers, supermarket chains and high street 
brand names. Seventy per cent of the companies’ listed labour issues as potential risks to the business in their 
annual financial filings, while fifty per cent also cite environmental concerns and resource shortages.  Eighty-
five per cent of the companies had policies or codes of conduct addressing labour standards, while only thirty 
five per cent addressed environmental issues.  
 
The level of risk management varied enormously, from zero evidence to extensive reports detailing individual 
suppliers, the results of supply chain audits, and methods for integrating labour standards performance into 
purchasing decisions. There were some examples where companies had implemented pilot projects enforcing 
living wages and high labour standards with one supplier, which tended to discover that these better working 
conditions lead to improved productivity and a reduction in defects, and so were effectively cost neutral. 
However, scaling these pilot projects up across the supply chain remained a challenge. Two companies have 
started to look at the long-term challenges from climate change and resource scarcity to their supply chain and 
business model. Two companies have also begun trialling waterless production techniques, and there were 
two further examples of the development of closed loop textile systems (for example, recycling of second hand 
clothes). 
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In terms of demonstrating the materiality of these issues within valuation models, this will have to be done on a 
case-by-case basis. This is due to a number of issues, such as sourcing practices (for example, in-house 
versus out-sourced, Europe versus Asia), product profit margins ( for example, luxury goods versus mass-
market goods), and different revenue streams ( for example, single product revenues versus multi-line 
revenues). However, the evidence of management of these issues should act as a proxy for the quality of 
management which could be used to make peer-relevant decisions. We would say that two indicators could be 
used as a good proxy for determining the quality of supply chain management systems: 
 

1. The publication of the percentage of suppliers audited and the results of these audits 

2. Involvement in several industry-level collaborative initiatives 

In recent years there has been a significant increase in the number of production stoppages and 
confrontations at mines relating to Social Licence to Operate (SLO). It remains hard to discern whether this 
demonstrates increasing incidences of confrontations with local stakeholders, or whether coverage of the 
issues is becoming more comprehensive. What is clear, however, is that there are numerous examples of 
mines and projects that have been threatened or are under threat because of an inability by companies and 
local stakeholders to come to an agreement about how a mine should operate.  
 
To understand the importance of SLO it is important to understand what we mean when we refer to it. We 
contend that it is the acquisition and on-going maintenance of the consent of local stakeholders to specific 
local projects. We believe that the relevance of SLO to Extractive Companies has increased over the last 
century in tandem with increases in the rights of indigenous populations, and the greater ease with which 
NGOs and other interested parties are able to access and spread information about specific confrontations. 
 
We have examined a number of examples where there have been confrontations between mining companies 
and local stakeholders over an inability to find common ground. While it is clear that the nuances of each 
specific project require that SLO focuses on micro level details rather than a higher level approach, we believe 
there are a number of commonalities that are shared, and that investors can benefit from understanding how 
these risks can impact on underlying projects.  
We feel that understanding the following is especially important: 

– Local conditions 

– Equitability of the distribution of benefits from the mine 

– Land rights 

– Artisanal vs. illegal miners 

– Environmental impact of the project 

– The track record of the company 

Therefore, while it is impossible to say that SLO is being called into question more frequently than it was in the 
past, it is clear that the evolution of indigenous rights and the development of increasingly global 
communications networks have meant that, for miners, relations with local stakeholders have become more 
important than ever. We believe that trying to understand individual mines and projects from the bottom up 
remains the most effective way of integrating a measure of the risks that loss of, or failure to secure, a social 
licence can entail. 
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The Schroders Global Climate Change Fund was launched in June 2007 and since then it has performed 
broadly in line with the MSCI World Index to December 2012 (see figure 7 below).  It is comfortably ahead of 
its peer group for the ‘three year’ and “since inception” time periods, and in the  second quartile for the ‘one 
year’ period (see figure 8).  
 
Schroders believes that climate change will be the catalyst for a new ’industrial revolution’ as the world  
moves inextricably towards a lower carbon economy. Increasingly stringent emissions targets will necessitate 
large-scale capital investment alongside less costly abatement measures. The economic consequences both 
at a global and corporate level are becoming increasingly clear. Climate change policy and regulation will have 
a profound effect on most companies’ revenues, operating costs, competitive advantage, and ultimately 
earnings growth.  
 
The Schroders Global Climate Change Fund seeks to maximise excess returns by investing in companies 
which are beneficiaries of efforts to both mitigate and adapt to the impact of climate change. The investment 
thesis for the fund is founded on the expectation that the accelerating pace of national and international policy 
action on climate change is creating a favourable outlook for companies involved in efforts to mitigate climate 
change, as well as the need to adapt to the impacts of climate change. The fund draws its ideas from five 
broad pockets of opportunity: 
 

1. Environmental resources ( for example, water resource management, agriculture) 

2. Low carbon fossil fuels ( for example, natural gas) 

3. Clean energy ( for example, solar power) 

4. Sustainable transport ( for example, electric cars)  

5. Energy efficiency ( for example, light weighting in transport) 

However, any company that is positively affected by climate change will be considered as a potential 
investment candidate for the fund.  

 

Figure 7: Schroders Global Climate Change Fund performance since inception vs. the  
MSCI World Index (rebased to 100) 

 
 
The global nature of climate change inevitably requires a global investment perspective. It should therefore be 
no surprise that the fund’s managers are fully integrated within Schroders’ fundamental Global and 
International Equity team, where the belief in climate change-related investment opportunities is so strong that 
it forms one of the key themes harnessed by the team to identify structural growth. 
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Figure 8: Schroders ISF Global Climate Change Fund peer group comparison 

Peer group ranking relative to peer group 
universe – one year to 31 December 2012 

Peer group ranking relative to peer group 
universe – three year to 31 December 2012 

Peer group ranking relative to peer group 
universe – Since inception* to 31 December 
2012 

   
Source: Factset, Schroders, Morningstar Micropal.  Universe = Offshore, Sector Equity – Ecology, in USD.  We have 
excluded the top 5 and bottom 5 percentiles from the peer group charts above. *Inception date is 29 June 2007 
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As table 7 shows, we have continued to see an increase in the value of the assets under management to 
which some form of ethical restriction is applied. The increase of 32 per cent year-on-year is far greater than 
the 13 per cent increase in the MSCI world index during the same period indicating an increase in client 
demand for ethically managed portfolios. Typically these funds have a simple exclusion applied to them in the 
form of excluding stocks deriving a percentage of revenue from tobacco or alcohol production. 
 

Table 6: Group Ethical AUM 2008 - 2012. 

15.01 7.0 

11.34 6.1 

8.22 4.2 

3.85 2.6 

3.68 3.3 

 
In addition to these more traditional screens there have also been some legislative developments which have 
forced the exclusion of certain stocks from investment portfolios, which are discussed below.   
 
Cluster munitions 
 
The international convention on cluster munitions (the Oslo convention) came into force in 2008, and has 
subsequently been adopted by various governments within their national legislation. While the Oslo 
convention’s text does not in itself include any wording on the financing of cluster munitions, wording of this 
nature has been adopted by several national governments. The Belgian and Luxembourg governments both 
adopted wording that, in addition to the text used in the Oslo convention, also included wording on the 
financing of cluster munitions. As a result, we have taken the decision to exclude any stock that we deem to be 
involved in the manufacture of cluster munitions from our Lux registered funds. We recognise that there are 
numerous ’exclusion’ lists in the public domain but we will use these for guidance only (due to the different 
methodologies and assumptions made in the construction of these lists) and would urge government to 
provide further guidance as to the companies they would exclude under their legislation. As a result of this 
legislation we estimate that, as at YE 2012, £35.6bn of AUM had a cluster munitions screen applied to them.   
 
Terrorist financing 
 
As a result of the Patriot Act and the Anti-Money Laundering and Counter Terrorism Financing law in the US, 
many US states’ pension funds are now requesting their fund managers to divest from any companies which 
could be undertaking business within countries that the US government considers terrorist states. We estimate 
that at YE 2012, £7.7bn of AUM had some form of ’terror screening’ applied to them.  
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Collaboration and industry involvement 
Over the year we have continued to lend our support (whether financial, intellectual or brand sponsorship) to, 
as well as participate in, several industry initiatives. These can serve, but are not limited to,  promoting the on-
going development and recognition of ESG within the investment industry, to provide us with learning 
opportunities or to improve disclosure standards within the companies in which we invest. The following 
section summarises the additional work we have done outside of what has already been reported (please 
note, this is not an exhaustive summary). 

Working to improve ESG disclosure 
The quality of ESG analysis is dependant on the information that is provided. We therefore support several 
initiatives that seek to improve this disclosure at the global level. The Carbon Disclosure Project (and its 
offshoots, the Water Disclosure and Forest Footprint Disclosure projects), is one of the most well-known, and 
one which we have supported for many years.  In addition to this,  we support the Sustainable Solar Initiative 
(designed to improve transparency on the environmental impacts of solar cell production) and we have also 
joined a group of investors that called for integrated reporting at the Rio+20 event this year, and who are  
focused on developing this further.  
 
Ecosystem service valuation 
One of the reasons that resources and ecosystem services are in decline is due to the lack of recognition of 
value that humanity derives from them for the successful function of the economy. While there has been a 
great deal of work in determining how companies are managing their impact and dependence on ecosystem 
services, there has been little work undertaken which focuses on this at the broader macro level. Over the last 
couple of years Schroders has been leading a project focused on this, and we have been engaging with  chief 
economists from some of some of the City’s  largest institutions to  discover how they integrate ecosystem 
service change into their economic forecasts. This year we undertook this project in collaboration with Newton 
Investment Management and Alliance Trust Investors. In addition, we have continued to participate in 
seminars on subjects such as green economics, national resilience and sustainability challenges for the global 
economy.  
 
Sovereign bonds and ecological risk 
Schroders was part of an investor collaboration co-ordinated by the United Nations Environment Programme’s 
Finance Initiative, which provided advice  around the development of a report  exploring the linkages between 
ecological risk and country level risk at the sovereign bond level.  This was significant, as credit rating 
agencies do not currently integrate this information into their sovereign bond models. 

Sustainable Investment Forums 
We have continued our membership of the UK Sustainable Investment and Finance Forum and the European 
Sustainable Investment Forum. Over the course of the year we have met with the CEO’s of both organisations 
to understand their plans for these organisations and to provide input into the direction that we feel responsible 
investment should take. In addition, we sit on the Analyst Committee at UKSIF providing guidance on how the 
organisation can best serve the interests of ESG analysts. 
 
United Nations Principles of Responsible Investment (UNPRI) 
As a member of the UNPRI we have continued to provide input into projects it is organising (for example, the 
recently published report on integration) and viewpoints into how the UNPRI can better serve its members and 
the industry as a whole.  We are also hosting a UNPRI intern to beta-test the latest asset manger 
questionnaire before its launch in 2013. Finally, we have continued to support the two Fixed Income initiatives 
being led by the UNPRI.  

Over the course of the year we have either attended, or hosted, over 50 individual training sessions on a broad 
range of ESG topics, from corporation tax to obesity. In this section we will summarise some of the more 
common topics that were covered during the year. 
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ESG integration 
Integration is very much the terminology of the moment as investors and brokers struggle with its 
implementation, asset owners struggle to develop ways to determine effective integration, and economists 
struggle to understand how to integrate ESG into their models. Over the course of this year we have been 
invited to present at a client’s conference in Oslo on how, and why, Schroders works to integrate ESG into our 
investment process, as well as holding training sessions with new joiners on the same topic.  In addition we 
have developed a focused training programme for our investors and have so far held training sessions in 
London, Singapore and Hong Kong. We have also been listening and learning from brokers on how they 
attempt to integrate ESG factors into their research, and how companies have started to implement and 
measure the influence of ESG factors within their business.  
 
Climate change 
The news on climate change has been primarily negative for a while. The success of vested interests in 
funding climate sceptic campaigns and groups has created confusion in the USA (the second biggest carbon 
emitter), which has stalled progress in tackling climate change emissions on a global level. As a result, many 
climate scientists predict that we are very unlikely to be able to limit global warming to  2

o
C by the end of the 

century, a level that is described as ’dangerous’ by scientists, and to which world governments have stated 
their intention to operate in. Instead, it is very likely that we will see global warming levels of around 3.5

o
C by 

the end of the century, and may even encounter a further 2
o
C warming by 2050. The impacts of climate 

change on corporates are multitude, from the impacts of regulatory and fiscal initiatives to mitigate GHG 
emissions (for example, carbon taxes, efficiency requirements), to the physical impacts on a company’s supply 
chain, operations and products or services. Over the course of  2012 we  attended seminars on the impact of 
climate change on  utility profits, the outlook for global carbon markets, whether carbon based assets should 
be listed as liabilities, and the evidence that extreme weather events can now be attributed to man made 
climate change, rather  than acts of God which raises  questions about future liability. 
 
Oil and gas 
With a global economy built on the combustion of fossil fuels and the impacts this has, from climate change to 
health and safety,   it is never far from the forefront of ESG topics.  As demand for oil and gas continues to 
grow, the global economy    must explore alternative fuel sources, as well as exploiting reserves found in more 
hostile environments. This has exposed companies within the industry to continued high levels of ESG risks 
and so, over the year, we have attended seminars on future energy demand, shale gas, deep off-shore drilling, 
and drilling in the Arctic. All of these have attendant ESG risks, whether these are concerns about fugitive 
greenhouse gas emissions from shale gas exploration, safety concerns about deep sea exploration, and 
attempts to begin drilling Arctic reserves. Ironically, and perhaps sadly, this is a possibility which has only 
arisen as a result of global warming.  
 
Green economics 
As society has continued to go beyond ecological planetary limits and the demand for raw materials has seen 
the mining of increasingly lower grade deposits, the concept of sustainable growth, the limits to growth, 
resource challenges, resilience, and green economics remain a fairly limited topic of discussion within the 
investment industry. The ESG team believes that as long-term investors, we need to have a better 
understanding of these potential risks, and need to explore this under-researched topic more widely.  
 
In addition to the above topics we have attended seminars and research presentations on supply chain 
management, base of the pyramid consumers, demographics, food security, corporation tax, water resources, 
executive remuneration, labour standards, and obesity.    
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Responsible Property Investment 
Schroder Property Investment Management has been managing property funds since 1971 and operates from 
nine European offices, with its headquarters in London. With £10.6 billion (€13.0 billion/$17.2 billion) of assets 
under management as at 31 December 2012, we are one of the largest institutional property investment 
managers in Europe.  
 
The issues of environmental sustainability and social responsibility have been integrated into our investment 
process for a number of years. The global financial crisis has accentuated the importance of understanding 
economic risk that may affect our investments and the focus on environmental and social issues in recent 
years is the same. It is critical to understand and manage all risks to develop resilience within our portfolios.  
 
A successful investment strategy must incorporate environmental and social issues alongside traditional  
economic considerations. At Schroders we believe a complete approach should be rewarded by improved 
investment decision, improved business performance to tenants, and tangible benefits to local communities 
and wider society. 
 
Investment management 
Our commitment begins at the initial appraisal stage when seeking to identify new investment opportunities. 
Each new acquisition undergoes an RPI audit tailored for each local market. The process is designed to 
identify any weakness in the building’s ability to deliver future returns due to issues such as flooding, 
contamination, energy efficiency, water management, community interaction, and long term impacts to 
occupier appeal. 
 
Asset management 
Existing buildings are asset managed in accordance with our belief that through factoring environmental and 
social issues into the management regime of a building, it will become more attractive to occupiers. Our 
approach is focused on delivering on-site solutions to achieve our clients’ objectives effectively. Where the 
management of a building is undertaken on our behalf by a managing agent we ensure their policies are fully 
aligned with our own. Whether driven by legislation or not, we seek to find new ways to manage occupancy 
costs through energy savings, reducing water consumption and facilitating the disposal of waste away from 
landfill. Where possible we will seek to work in partnership with our existing occupiers, although a cost benefit 
analysis of any expenditure is important to ensure the investment objectives of our clients are protected. 
 
New vs. old 
Schroder Property has limited exposure to property development, but where it undertakes schemes to deliver 
new buildings to occupiers, we will ensure that they are built to the high standard required to obtain 
sustainability accreditations (such as BREEAM Excellent) as is appropriate for local markets. It is generally 
acknowledged that by 2050, the vast majority of today’s buildings will still be in existence.  A process that both 
assesses the challenges of obsolescence in existing buildings and can deliver solutions that add value by 
future-proofing potential new acquisitions is a key focus. 
 
Progress in 2012 
Over the course of 2012 we sought to reconfirm our Responsible Property Investment (RPI) statement and this 
will be published shortly. This statement outlines our role and responsibilities as owners, managers and 
developers of property assets. It confirms the importance we put on identifying and understanding all 
investment risks in order to seek to protect our client’s assets from depreciation. We are continually working to 
improve our understanding and analysis of risk within our assets and portfolios to help deliver resilience to the 
ever changing profile of risks.  
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Responsible Fixed Income Investment 
Schroders’ overriding objective for integrating an ESG approach into the credit investment process is to 
enhance returns and protect value for our clients wherever this is possible. 

Analysis  

Schroders believes that analysis and evaluation of ESG issues and their impact on investments is a 
fundamental part of a bond valuation and selection process. Typically ESG analysis will source information 
from a mosaic of sources, including (but not limited to) the issuer itself, specialist research providers, brokers 
and academics. We will utilize internationally recognised benchmarks, codes and standards as guidelines for 
best practice within our ESG analysis, but we are pragmatic in our recognition that no single model of ESG 
management can apply to a company, and that each company has to be considered in respect of the industry 
and markets in which it operates. 
 
Typically good corporate ESG practice should ensure that: 

– there is an empowered and effective board 

– there are appropriate checks and balances in company management systems 

– there are effective systems for internal control and risk management covering ESG and other significant issues 

– there is suitable transparency and accountability 

– management remuneration is aligned with long-term shareholder value 

Integration  

ESG factors will be initially addressed at the analyst level and will be discussed by the team to determine the 
importance to the stability of future earnings streams, and the resulting ability of the issuer to meet their 
interest and principal obligations. ESG factors are then taken into consideration in the portfolio construction 
process.  Whilst qualitative factors such as ESG issues are difficult to value, we consider these factors as 
contributing to the likelihood of both future financial success and in its impact on the risk inherent in the 
business. As such, while the more traditional financial indicators and the analysis of business strategy form the 
basis of investment decisions, ESG factors will often impact the size of position given its impact on the 
inherent risk to our financial forecasts. We primarily focus on the longer term impact of ESG issues rather than 
unduly weighting factors which are currently occupying market attention. 
 
From a practical perspective, analysts should integrate ESG commentary as follows: 

– Initiation reports. These reports should explicitly include a commentary and ESG rating, where appropriate. 

– On-going research reports. The process of preparing these reports should implicitly address the question; ’are 

there any significant ESG issues with this credit?’ 

Engagement  

Engagement with companies is part of our fundamental approach to the investment process as an active 
investor. It has the advantage of enhancing communication and understanding between companies and 
investors. We look to engage with bond issuers and communicate any specific concerns we may have in 
respect to ESG practices. When engaging with companies our purpose is to either seek additional 
understanding or, where necessary, to seek change that will protect and enhance the value of investments for 
which we are responsible. We concentrate on each company’s ability to create sustainable value and will 
question or challenge companies about issues, including those relating to ESG, that we perceive might affect 
the future value of those issuers’ bonds. 

Future actions 

Our objective is to ensure the success of this policy and enable our clients to take the benefits from this best 
practice. We will implement internal systems and process to continuously improve the integration process, 
strengthening the links between Credit and ESG teams and developing ESG skills and knowledge among 
credit analysts.  We will monitor the ESG integration process into the Fixed Income investment team and will 
disclose the outcomes of the engagement programme on a regular basis. 
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Compliance with UN principles for  
Responsible Investment 
 
This section demonstrates our compliance with the UNPRI, as well as highlighting the relevant pages within 
this report where evidence of this compliance is demonstrated, in addition to other sources not included in  
this report.  
 

P1. We will incorporate ESG issues into 
investment analysis and decision-
making processes 
 

– 5 ESG specialists 

– 368 investment professionals 

– 204 years experience as active fund managers 

– Responsible Investment and Corporate Governance  

policies for property, equities and fixed income 

– Proprietary Global Research Investment Database 

– Joint (ESG and company analysts) attendance at  

company meetings 

– Collaboration between specialists and professionals 

– Allocation of broker commission for ESG research 

– ESG analysts sector twinning with financial analysts 

– Ad hoc internal ESG training 

Pg 10-16 
Pg 20 
Pg 21 

P2. We will be active owners and 
incorporate ESG issues into our 
ownership policies and practices 
 

– RI policies for property, equity and fixed income 

– Global voting strategy 

– Active engagement, with regular monitoring of success 

Pg 4-9 
Pg 20 
Pg 21 

P3. We will seek appropriate disclosure 
on ESG issues by  
the entities in which we invest. 
 
 

– Engagement can address issues of disclosure,  

when necessary 

– Participation in collaborative disclosure initiatives 

– Submissions to regulators, trade associations, legislators  

and other bodies 

Pg 4-8 
Pg 18-19 

P4. We will promote acceptance and 
implementation of the Principles within 
the investment industry 
 

– Submissions to regulators, trade associations, legislators  

and other bodies 

– Membership of various bodies promoting ESG 

– Participating in speaker panels at conferences etc. 

Pg 18-19 

P5. We will work together to enhance 
our effectiveness in implementing the 
Principles 

– Collaboration 

– Investor networks 

Pg 18-19 

P6. We will each report on our activities 
and progress towards implementing the 
Principles.  

– Quarterly reports 

– Annual reports 

– Thematic and special reports 

– Responsible Investment intranet site 

– Responsible investment internet 

– Client reporting portal 
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