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Introduction
Financial news is dominated by sustainability and concerted 
actions to tackle climate change through investment. Meanwhile, 
stewardship and how asset managers act as owners of companies 
is somewhat taken for granted. In a way, this could be a good 
thing as it may indicate that stewardship has become mainstream. 
But it could also indicate complacency. If the market now 
recognises it (or at least more so than it did before the Global 
Financial Crisis) there is not much need to worry about it.

That is not to say that stewardship is no longer subject to debate. 
It is rather that the nature of the debate has shifted. The question 
has evolved from whether stewardship happens in the first place 
to what outcomes it achieves and how it relates to companies’ 
purpose. This can be seen, for example, in the second edition 
of the European Shareholder Rights Directive and the amended 
version of the Stewardship Code in the UK.

For those who have truly believed in stewardship, this shift will not 
change the way they exercise their responsibilities. Practices are 
the result of years of experience. Broader discussions sometimes 
overlook or forget to consider what this experience looks like. In 
such a complex area where the most important part is the doing, 
this risks skewing the narrative towards entrenched views and 
common misunderstandings. In this paper, we identify ten such 
misconceptions or “myths” about stewardship and explain how 
Schroders is and remains an active owner of companies. 

In a world where the word “sustainability” features 
everywhere and is in everyone’s mind, the word 
“stewardship” seems almost old-fashioned. We think it 
is anything but. We view stewardship as an inseparable 
part of investment and essential to properly implementing 
sustainability, particularly in a forward looking way. That is 
why it is important to be clear about what it is and how it 
is done day-to-day. In this paper, we bust ten of the most 
common myths around stewardship and set the record 
straight for how Schroders holds companies to account.
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Myths about stewardship

1. Stewardship is a compliance exercise 

2. Stewardship is all about shareholder primacy 

3. Stewardship varies across holdings of the  
same company

4. There is a ”typical” way to engage 

5. Engaging is about escalating 

6. Divestment is the only way to affect real change

7. Voting against company management is the only  
proof of an engaged investor 

8. Stewardship is run separately from investment 

9. Sustainable investment is not about stewardship 

10. Stewardship is opaque and takes place behind  
closed doors



 Defining stewardship and our approach to it
Myth 1: Stewardship is a compliance exercise
As policymakers recognise the value of stewardship (and good 
corporate governance) there is an increasing number of relevant 
codes across the world. Some of them are even subject to ongoing 
review and amendments. For example, the Financial Reporting 
Council’s (FRC) Stewardship Code has already been revised twice 
since its inception 10 years ago and in the last five years we have 
seen new codes introduced in Australia, Brazil, Hong Kong, Japan 
and the US1. This ongoing generation and review of codes that 
seek to strictly define stewardship-related activities could imply 
that stewardship is something that can be squeezed into a one-
size-fits-all box that needs to be ticked to ensure success. 

But stewardship is not a box-ticking exercise and not a set of rules 
to comply with. The question then is, what is it? The definitions 
offered by the FRC and the Financial Conduct Authority (FCA) refer 
to “responsible allocation, management and oversight of capital” 
and “making informed decisions about where to invest and proactive 
oversight of assets once invested”.

The reality is that stewardship is much more than even this 
newly expanded definition. It is a complex, umbrella term that 
incorporates distinct activities that interconnect and feed into 
each other. Figure 1 shows in a simplified way, what we mean by 
stewardship, based on our day-to-day work.

There are eight ‘faces’ of stewardship:

 Ȃ Allocate. Most of the Schroders investment teams will 
not invest in a company unless they have looked into the 
fundamentals, that include environmental, social and 
governance (ESG) factors, or have met with company 
management first in order to gain a better understanding  
of a company’s strategy and perspective.

1  For example, see here an indicative list provided by the European Corporate 
Governance Institute (ECGI).

 Ȃ Monitor. This refers to ongoing analysis of existing holdings 
and, less often, potential future holdings. Although allocation 
is part of stewardship, most of the stewardship action takes 
place after assets have been allocated. This is achieved through 
a range of methods, including regular company meetings, 
discussions with companies via emails, and monitoring 
sustainability risks and opportunities through our proprietary 
research tools, including CONTEXT2.

 Ȃ Engage. This is about communicating with investee companies, 
which in itself encompasses a number of approaches in terms 
of how this communication takes place, when, and for what 
reason (this is explored further under Myth 4). Importantly, this 
is more than company meetings. It is focused on sustainability 
with the ultimate purpose of gaining better insight into the 
company’s stakeholder relations, sharing our expectations and/
or pushing for change in company practices.

 Ȃ Vote. This relates to exercising the rights that are attached to 
investors as shareholders (and hence relevant for holdings of 
publicly listed companies). 

 Ȃ Research. This is about thematic research on different areas 
that are identified as emerging risks for the value of our 
holdings. The research can be on broader issues, such as the 
risks and investment opportunities that may arise from the 
phase-out of plastic (see Box 1), and can help identify new areas 
where we should be engaging with investee companies. At the 
same time, the research itself is informed by the insights we 
gain from our communication with companies.

 Ȃ Educate. A significant part of our stewardship work involves 
talking about it with internal stakeholders, primarily investment 
managers, and sharing with them the insights that are gained 
from both the analysis of and communication with companies. 
This would include supporting investment managers 
in conducting their own engagements with companies. 
Additionally, there is a need for education amongst external 
stakeholders. This could mean explaining to our investee 
companies what they may expect from us as shareholders 
or having more targeted conversations, such as initiating 
discussions with non-executive directors to share our thinking 
about climate risk. 

 Ȃ Collaborate. Where there is need and we consider it likely to 
be more effective than our own discussions with companies, 
we will work with other investors to affect change. This can be 
done either bilaterally or through industry forums and may 
be in the form of a formal joint meeting or a more informal 
dialogue as a group.

 Ȃ Influence. This is about how we help shape the overarching 
framework for stewardship, including codes and different 
requirements, as well as how to improve standards across 
the investment industry. This can take various forms, such as 
participation in committees of industry bodies, working with 
policymakers and responding to consultations, and taking 
part in conferences and events to share our thinking. This also 
works the other way around, in that we gain insights from 
others that add value to our analysis.

That is why stewardship involves substantially more than 
developing a policy to comply to a code. It is about analysing, 
engaging on both a micro and a macro level, and working with 
others to affect change. The question then is to what purpose.  
The new FRC and FCA definitions refer to “long-term value for clients 
and beneficiaries” and positive externalities: “sustainable benefits for 
the economy, the environment and society”.

2  CONTEXT provides a way to analyse a company’s relationship with its stakeholders 
and the sustainability of its business model. Data driven, it provides clear evidence 
on how companies are managing the most material issues and generates deeper 
insights for investors.

Figure 1: The eight faces of stewardship

More than just a Code

Source: Schroders
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The purpose of stewardship is indeed the creation of sustainable, 
long-term value for clients but it is not about ”doing good” at 
the cost of returns. The reason for exercising stewardship is that 
it is part of investment and being invested in a company. It is 
an essential component of managing risk in order to maintain 
long-term value. If it is effective, it will lead to better investment 
decisions, improved client value and there will be an indirect 
benefit for the economy and the environment although this is not 
the sole driver of stewardship. 

This is fully aligned with our purpose as a corporate, which, as a 
global investment manager, is to help build the long-term future 
prosperity of our clients, who are at the centre of our business. As 
expressed in our annual accounts as a corporate, this reflects our 
investment philosophy which is based on three pillars:

 Ȃ Belief in the potential to generate competitive returns from 
fundamental research

 Ȃ The capability to evaluate companies from many perspectives, 
focusing on a business’ potential for long-term value creation 
and earnings power, and its ability to service debts

 Ȃ Extensive research resources focussed on the long-term 
(instead of paying attention to short-term volatility), bottom-up 
analysis that takes into account macroeconomic dynamics, and 
value creation.

Myth 2: Stewardship is all about shareholder primacy
Although the main goal of every company is to maximise returns 
for its owners Ȃ sometimes referred to as ”shareholder primacy” 
for listed companies Ȃ our stewardship activities are driven 
by the principle that companies must deliver long-term value 
for shareholders and have due regard for other stakeholders 
including lenders, employees, communities, customers, suppliers, 
regulators and the environment. Indeed, it is questionable 
whether companies can deliver shareholder value if they do not 
have due regard for other stakeholders. 

As our primary aim is to maintain and enhance value for our 
clients, we need to be aware of what happens in our investee 
companies and make sure no practices exist that pose risk for 
the company value. Analysing how companies deal with all their 
stakeholders are vital clues to a company’s long-term ability to 
grow and deliver consistent returns, or in other words, to ensure 
they have a sustainable business model. After all, companies do 
not operate in a vacuum. 

Figure 2 presents the six stakeholder groups that we consider to 
be key for the long-term viability of business models. Companies 
are always at the centre of the framework. A company’s long-
term viability will depend on a its ability to navigate the trends 
in its industry and address all risks and obligations arising from 
financial as well as governance, social and environmental factors. 
This can then serve as a good indicator of the underlying health  
of the business. 

BBooxx  11::  TThhee  iimmpplliiccaattiioonnss  ooff  aa  ppllaassttiicc  pphhaassee--oouutt
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Thematic research: Plastics

Source: Schroders. Calculations and estimates based on latest data as of Q2 2018 from EY, Ellen MacArthur Foundation, UNEP, Grand View Research, European Bioplastics, BCC Research and Nexant Inc. 
Forecasts are not guaranteed.

Box 1: The implications of a plastic phase-out

Source: Schroders. Calculations and estimates based on latest data as of Q2 2018 from EY, Ellen MacArthur Foundation, UNEP, Grand View Research, European Bioplastics,  
BCC Research and Nexant Inc. Forecasts are not guaranteed.

Figure 2: Key stakeholders for sustainable business models

Source: Schroders.
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Stakeholder analysis provides insights into managing change

Source: Schroders.
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For example, there is considerable noise around Apple, what 
products it will launch, how these will be received, Apple TV etc. 
These are important questions but we need to consider the 
deeper questions, such as what would allow Apple to launch a 
successful product? An effective supply chain based on strong 
relationships that allows Apple to deliver well-manufactured 
products, the ability to attract and retain talented and innovative 
staff, meeting client expectations Ȃ all these points are an intrinsic 
part of understanding the strength of Apple’s business model. 
We are able to assess these in several ways, such as through our 
proprietary research tool CONTEXT, analysis conducted by our 
Data Insights Unit, as well as the information gained through 
company meetings, email contact and sustainability engagements 
that we have undertaken.

Myth 3: Stewardship varies across holdings  
of the same company
At various intervals, there have been comments indicating that the 
way an asset manager engages with a holding will vary depending 
on who the holding is held for and through what medium. 
Examples of such comments are calls for reporting on stewardship 
at a fund level or for getting direction on stewardship from 
individual investors (such as beneficiaries of pension funds). 

One of the most important lessons we have learned by doing is 
that, in stewardship, there is strength in numbers. Aggregating 
our holdings of the same company across funds gives us greater 
clout and increases the chances that that company listens and 
reacts to our engagement. In some cases, this goes even beyond 
the confines of asset classes and we have had cases where our 
fixed income and equity investment managers have worked 
together to deliver a message. It may even go beyond the confines 
of Schroders where we engage collectively with other investors. 
After all, the power of numbers is a key reason why sometimes 
one collective engagement can be more influential than many 
fragmented one-to-one engagements.

This does not preclude that clients have a say in how we frame our 
stewardship activities. Clients have the means to communicate 
their preferences on an individual level. Each year we seek out the 
views of both retail and institutional clients worldwide through 
our Global Investor Study to gain insight into their preferences 
on stewardship and investment. We take these insights, and 
particularly what we think is financially material, into account for 
all our activities. But these stewardship activities are exercised 
in relation to holdings and not the vehicle through which these 
holdings are managed. That is why we view it as a firm-level 
activity, common to all our products and relevant to all the 
holdings to which client money is exposed. 

This holds independently of whether we take a top-down 
approach, that is, identify a broad issue that we wish to 
communicate to all investee companies, or a bottom-up approach, 
where a specific issue has risen with a given company.

The one case where funds may deviate is with voting. In our 
experience, this is most likely to arise in an M&A situation 
where it many make sense for funds to vote differently on the 
same resolution. For example, if a company has overpriced its 
acquisition, it would make sense to vote in favour as a shareholder 
of the latter but against as a shareholder of the former. But this 
divergence is the exception and not the rule.

Exercising stewardship day-to-day
Myth 4: There is a ”typical” way to engage
In the drive towards greater transparency around stewardship 
and the content of related discussions with companies, it is helpful 
to aggregate information and provide measures of related activity, 
such as the number of engagements by topic, the outcomes of 
engagement etc. These figures are useful in painting an indicative 
picture of the broader activities but do not mean that we can really 
aggregate different engagements together. This is because no 
two engagements are the same and there is no such thing as a 
”typical” engagement. 

First, there are different drivers of engagement that help prioritise 
which companies to target in the first place and these can be both 
proactive and reactive. The driver could be a certain process such 
as a downgrade of a holding, thematic research that has identified 
a key risk, ad hoc analysis, for example at the request of a portfolio 
manager wishing to better understand some ESG aspect, or a 
consultation such as companies approaching us to get our view on 
a given point. 

An example of a thematic research triggering engagement is 
our finding that controversies related to accounting fraud result 
in larger and longer drawdowns compared to other types of 
controversies. In light of this result, we have been engaging with 
companies for more insightful audit committee reporting and with 
audit firms themselves to examine how they improve audit quality 
and provide more transparency. 

Second, there are different ways in which we (proactively and 
reactively) engage with companies. The main ways involve: 
one-to-one meetings with company representatives, written 
correspondence or phone calls, discussions with company 
advisers and stakeholders, and joint engagement with other 
investors. We occasionally send out mass engagements, but this 
is often as a response to particular trends we have spotted or to 
highlight something such as a change in our voting policy.

The mechanism for engagement can depend on the nature of 
the issue. If there is something on a more macro level that would 
apply to everyone, such as our expectations on disclosing climate 
change metrics, we would issue written communication to all our 
holdings. If there is a more micro, company specific issue, first we 
would assess the materiality of the problem and our exposure and 
if deemed significant, we would pursue one-to-one meetings. 

So rather than one “typical” engagement, there is a mosaic of 
different tools. Which one we choose, will depend on the individual 
circumstances of each case and what experience has shown to 
be most effective under these circumstances. An example of this 
mosaic can be illustrated with our engagement on climate change 
risk and how companies are responding to it. This involved:

 Ȃ Collaborative engagements with peers via the Climate Action 
100 initiative;

 Ȃ Writing to 125 companies about their Task Force on Climate-
Related Financial Disclosures (TCFD) reporting;

 Ȃ Organising an event for 70 non-executive directors to explain 
how Schroders is thinking about climate change and the 
research tools that we use such as Carbon VaR and our 
climate progress dashboard (the goal being to create a better 
understanding around why Schroders is asking for more 
disclosure on climate risk); and

 Ȃ Carrying out several one-on-one engagements and, where 
necessary, using our votes against management, such as with 
Exxon’s failure to report against TCFD. 

4

https://www.schroders.com/en/lu/professional-investor/insights/global-investor-study/2019-findings/sustainability/
https://www.schroders.com/en/lu/professional-investor/featured/climate-change-dashboard/carbon-var/
https://www.schroders.com/en/lu/professional-investor/featured/climate-change-dashboard/


The complexity does not end there. The approach for engagement 
can vary across geographies given differences in social norms, 
best practices and sometimes regulation. For example, the 
corporate governance structure that is considered good in the 
UK (unitary board and independent directors) may not translate 
well in Germany where they have supervisory boards and worker 
representation. 

Similarly, there are differences in the approach taken across 
different asset classes. The ”engagement and voting” tradition 
applies to listed equities. However, the integration of ESG 
considerations applies to all asset classes and, naturally, the 
implementation will differ. For example, bondholders do not have 
the same influence and voting rights as shareholders, therefore 
engagement is different. But ESG analysis particularly in respect to 
downside risks is more important given the lower liquidity of fixed 
income compared to listed equity and it would mostly happen 
before the selection of the holding. For example, there has been 
a recent case where our credit analysts considered buying bonds 
of a company but decided not to for both price and sustainability 
reasons. Namely, they felt that despite a clean track record, the 
company had poor ESG disclosures, there was little information 
on ESG strategy and executive remuneration was not connected 
to any ESG factors. The case of real assets is also different and it 
combines an element of ex ante analysis and ex post engagement. 

Myth 5: Engaging is about escalating
Quite often, a typical cycle of stewardship is presented that 
includes four stages: voice, escalate, vote, and exit. ”Voice” is 
seen as the point where concerns are raised and ”escalate” 
where further steps are taken if companies are not responsive. 
Sometimes, particularly in the media, escalation is hailed and 
branded as a sign of good stewardship. The reality is different. 

A large part of stewardship and our engagement with 
companies is not about escalation and not even about raising 
specific concerns. It is about fact-finding, seeking additional 
understanding and gaining insights about business models. 
This is complemented by engagement with a view to facilitate 
change, that is, getting in touch with companies because we have 
identified weaker practices or emerging risks. 

Figure 3 illustrates the balance between the number of 
engagements for fact-finding and instances of engagement for 
change facilitation.

There is another important component in fact-finding. This type 
of engagement is a way to get to know companies better and 
build relationships. It helps companies know what they can expect 
from us and allows us to know the boards and management 
teams better, which is invaluable to us as a shareholder. Meeting 
management is a core part of the investment process. Usually, we 
will not hold a company in the portfolio unless we have met with 
management at an appropriate level or completed thorough due 
diligence concerning both financial and non-financial factors. 

Good, long-term relationships with companies make it more 
likely that we can influence their practices. That is the reason 
why constructive, ”fact-finding” engagements may increase the 
chances for successful ”change facilitation” engagements. These 
relationships are also important as affecting change is usually a 
long process and engagement is by definition ongoing. It is often 
that case that the moment we achieve one stewardship goal, we 
go back with an additional ask of the same company. Escalating, 
for example by going to the press, may actually jeopardise or 
even harm long-term relationships with companies and the 
effectiveness of future engagements.

Nevertheless, there is a process for escalation, and we do escalate 
where necessary (more on this below). One prominent example 
was our engagement with Unilever in 2018, which was planning 
to discontinue its dual listing on the London and Amsterdam 
stock exchanges and be solely listed in the Netherlands. We had 
concerns that the delisting from the London Stock Exchange 
would result in forced selling at a discount to a fair price. We 
shared these concerns in a series of one-to-one engagements 
with Unilever’s Board, then we escalated our efforts by engaging 
collectively with other institutional investors through the Investor 
Forum. As there were still no signs of progress, we made our 
concerns and our intention to vote against the proposal public.  
In the end, Unilever abandoned its plans to delist from the London 
Stock Exchange.

Although this was a positive outcome, there is a time and a place 
for escalation and what worked in this case, may not have worked 
for others.

Myth 6: Divestment is the only way to affect  
real change
Divestment is sometimes quoted as the only way in which real 
change can be achieved, particularly in issues like climate change. 
It is viewed as the ultimate escalation tool, used as a potential 
threat to ensure companies’ responsiveness. It is true that 
divestment is a powerful tool for any active manager and one  
that we use where we see the need. But it is not a tool that we  
use lightly. 

Stewardship is about delivering sustainable, long-term value to 
clients. It is about managing the existing holdings rather than 
exiting our positions in the face of the first issue that arises.  
There is a very long “escalation ladder” before we reach the  
point of divestment, as illustrated in Figure 4, overleaf. As 
discussed above, a large part of our stewardship activity is 
about relationship building and having regular meetings with 
the executive management of investee companies. Where there 
are specific questions or concerns, the number of meetings 
increases and there may be additional contact with non-executive 
directors and/or the chair of the company board. If there is little 
progress, this is taken a step further by discussing with broader 
stakeholders or other investors. The more critical steps in 
escalation are to go public with our concerns, potentially submit 
shareholder resolutions at general meetings or vote against. The 
Unilever case study is a good example of such action. Only where 
all this has proven ineffective and we perceive real risk for client 
value, we divest. 
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Figure 3: Reasons for engagement

Source: Schroders as at 31 December 2019.
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As no two engagements are the same, different steps may be 
taken at a different order for different cases. But it is crucial to 
stress that divestment is not among the first steps. It rather tends 
to be the last step on the long escalation ladder. Indeed, engaging 
and addressing an issue in an undervalued firm, can create 
significant returns for clients. This is the point of affecting change 
from within rather than exiting and letting other, potentially 
disengaged, investors take over.

Even in the context of the longstanding debate around fossil fuel 
companies, divestment may be too simple an answer. Engaging 
with companies to ensure that they take climate change risks 
into account and understanding how they are reprogramming 
their culture to allow for possible alternative business models 
could yield high results3. Divesting may well be quite ineffective4, 
especially if it does not at the same time address other forms of 
funding for fossil fuel companies, funding of related sectors such 
as automotive industry, or the fact that the largest part of world 
oil and gas production is run by state-controlled companies5. 
Furthermore, divestment does not mean that the fossil fuel 
company in question has lost financing. It means that its shares 
may have landed in the hands of less environmentally responsible 
investors.

3  A. Howard, Climate change: it’s not black and white for fossil fuels, Schroders, 
November 2017.

4  B. Gan, Is Bill Gates right about the “zero” climate impact of fossil fuel divestment?, 
Schroders, October 2019.

5  KPMG, Are national oil companies the new international oil companies, Global Energy 
Institute, October 2018.

It should be clear, however, that we do divest if we see no light at 
the end of the tunnel and we perceive a real risk for client value. 
For example, in June 2018, our proprietary climate risk model 
highlighted PG&E as one of the most exposed companies and 
we exited our position in August. In November, the company’s 
damaged electrical transmission lines started the single most 
destructive wildfire in California’s history. The damages including 
legal liabilities ended up being more than double the value of the 
company, which ultimately filed for bankruptcy in January 2019. 

Myth 7: Voting against company management  
is the only proof of an engaged investor
One of the most common misconceptions about stewardship 
relates to voting against company management and the  
tendency to view this as the single, undeniable proof of an 
engaged investor. 

We engage and vote on any issue affecting the long-term 
sustainable value of a company and we believe that voting 
is an essential part of our fiduciary duty. It is about holding 
management and board to account to ensure they are managing 
the business for the long term. That is why it is our policy to 
vote on all resolutions at all AGMs/EGMs globally except where 
there are restrictions making it too onerous or expensive to vote 
compared with the benefits of doing so. Figure 6 illustrates our 
global voting process. 

FFiigguurree  44::  TThhee  ccoommpplleexx  eessccaallaattiinngg  pprroocceessss
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Figure 4: The complex escalation ladder

Source: Schroders.
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Voting against or abstaining from voting are ways of escalation. 
As long-term, active investors we hope to support management 
but we will oppose it if we believe it is in the best interests of our 
clients to do so; for example if a proposal diminishes shareholder 
rights or we consider that the remuneration incentives are not 
aligned with the company’s long-term performance and creation 
of shareholder value. In 2019 we instructed a vote against 
management at 47% of the meetings worldwide. 

Even so, voting against management typically follows engagement 
and it is an indication that this engagement has not yet produced 
the desired outcome and there is no sign that it will. So rather 
than being proof of an engaged investor, voting against actually 
points to engagement having been ineffective. 

In a similar vein, voting in favour of shareholder proposals is 
seen as another way to vote against management. As explained 
earlier, we may submit shareholder resolutions as part of our 
escalation process. Company management often reacts to these, 
agreeing to make the required changes which is why many 
shareholder resolutions are withdrawn. Still, a fair number end 
up on the ballot paper and there is an expectation for engaged 
shareholders to automatically vote in favour (thus opposing 
company management). This is particularly the case for climate 
related resolutions.

As with everything around stewardship, things are more complex 
than that. The decision on how to vote on any type of resolution 
will depend on the materiality of the issue and what we consider is 
in our clients’ best interests. With this principle in mind, we assess 
whether a shareholder resolution is realistic, measurable and 
meaningful. We will vote in favour of a shareholder resolution (and 
thus against management) if it has been a repeated request and 
we see no signs of improvement or where we see that a company 
does not follow best practice. We will vote against if we consider 
that the resolution is too prescriptive and requests a change in an 
unrealistically short timeframe or where the company is making 
progress or following good practice (see Figure 7).

Using stewardship for investment
Myth 8: Stewardship is run separately from investment
A rather ”legacy” misconception is about integration Ȃ or rather 
lack thereof Ȃ between stewardship and investment. “Legacy” 
because this arose from the early days of dedicated stewardship 
teams within asset management firms that in some cases seemed 
to operate separately from investment. 

Having a team that is dedicated to stewardship does not mean 
that it is separate from the investment process. As stated 
above, the reason for exercising stewardship is that it is part of 
investment and being invested in a company. So there is only one 
voice in this. 

Specifically within Schroders, this can be demonstrated mainly 
in two ways. First, we integrate ESG into investment (see Figure 
8 for the different ways in which we achieve this). Second, our 
stewardship team works together with the investment teams 
across the organisation, using the insights gained from thematic 
engagements to inform investment decisions. 
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Source: Schroders as at 31 December 2017. 1For certain holdings of less than 0.5% of share capital and where the company has a market cap of less than £25m in the USA, Australia, New Zealand, Japan, and 
Hong Kong we have implemented a default policy reflecting our ESG policy which is administered by our proxy voting provider. 

All voting activity co-ordinated via our dedicated Corporate Governance specialists

Vote For
Resolution is in best interest of 

investors and in line with 
Schroders’ policy

Vote Against
Resolution is not in the best 

interest of investors

Abstention
Occurs only in mitigating 

circumstances e.g. a company 
taking some steps to 

address issues

Voting information collated by Institutional Shareholder Services (ISS)

Where voting is onerous or expensive compared to benefits 
associated e.g.:
– Share blocking: the security is blocked from sale on receipt of the 

voting instruction by the client custodian
– Power Of Attorney (POA): required in some markets, costly and 

time consuming
– Security re-registration: costly and during process blocks security 

from sale
Except where there are contentious resolutions that represent a 
significant risk to shareholder value, where the risk of not voting 
outweighs the ability to trade a security. 

Deliver vote processing through ISS Internet-based platform (Proxy Exchange) No Vote

Establish our view on each resolution1 by: 
– Reviewing external research and performing internal analysis
– Applying Schroders’ Core Principles of Corporate Governance as 

outlined in our ESG policy
– Consulting with investment teams on material issues

Figure 6: Global voting process at Schroders6

Source: Schroders.
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For or against?

NNoott  ““bbllaacckk  oorr  wwhhiittee””  –– iitt  wwiillll  ddeeppeenndd  oonn  tthhee  ccaassee

Repeated proposal 
and no evidence of 
change

Poor practices and 
material risk to 
company

Evidence of 
controversies not 
adequately addressed

For
Good practice in place 
or making clear 
progress

Too prescriptive or too 
short timeframe

Strong company 
response

Against

Figure 7: Voting decision for shareholder proposals
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For or against?

NNoott  ““bbllaacckk  oorr  wwhhiittee””  –– iitt  wwiillll  ddeeppeenndd  oonn  tthhee  ccaassee

Repeated proposal 
and no evidence of 
change

Poor practices and 
material risk to 
company

Evidence of 
controversies not 
adequately addressed

For
Good practice in place 
or making clear 
progress

Too prescriptive or too 
short timeframe

Strong company 
response

Against

Source: Schroders.

6  For certain holdings of less than 0.5% of share capital and where the company  
has a market cap of less than £25m in the USA, Australia, New Zealand, Japan,  
and Hong Kong, we have implemented a default policy reflecting our ESG policy 
which is administered by our proxy voting provider.
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One example where thematic engagement has informed our 
investment decisions relates to research we have done on the 
electric vehicle revolution (see Box 2). Our work has indicated 
that the cost of owning an electric vehicle is reaching parity with 
traditional vehicles but a future where everyone drives an electric 
car is still far off, not least because consumers are not replacing 
cars quickly. However, we expect that commercial delivery vehicles 
will electrify much faster due to heavy use but also the cost 
saving from cheaper electric power. This has implications for the 
investment in both high-street and online retailers.

Myth 9: Sustainable investment is not  
about stewardship
The concept of ”sustainability”, particularly in the context of the 
EU’s Sustainable Finance agenda and the recently unveiled Green 
Deal, seems to be currently quite fashionable. Sometimes it is 
viewed or presented as an issue that is distinct from and has a 
separate agenda compared to stewardship. This is a mistake. 

Stewardship is an integral part of sustainable investment. It is a 
way in which sustainability can be delivered. What the two terms 
have in common is that they are very broad and cover a wide 
range of activities. Sustainable investing can describe investment 
approaches that target a specific outcome such as excluding 
tobacco from a portfolio. It also describes processes and how 
portfolio holdings are overseen, independently of whether this 
portfolio is constrained or not. 

Investors

AnalystsESG 
specialists
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Source: Schroders.

Thematic research
– Examines key sustainability trends and challenges current thinking 
– Focused on investment impacts 

Proprietary ESG tools
– ESG guidance document covering 170+ GICS sub-sectors
– Investment-driven ESG tool, CONTEXT
– Country Sustainability Dashboard
– SustainEx

Training
– ESG training for new joiners and existing analysts
– Sector specific training
– Investment desk training
– Regular sector specific news and updates

Communication
– ESG specialists sit amongst investment teams to facilitate 

regular dialogue
– Research and engagements shared on global research platform
– Monthly Sustainability Investor Group meeting to discuss research 

insights and upcoming agenda

Monitoring
– Ongoing monitoring of companies to identify emerging issues and 

candidates for engagement
– Collaboration with Data Insights team to track sustainability trends and 

negative events
– Quarterly screening of desk portfolios to identify holdings with poor 

ESG ratings

ESG Analysis 
– ESG specialists work with research analysts to understand key ESG issues and 

evaluate impact on the investment case
– ESG analysis included in research notes
– ESG specialists periodically review to highlight best practice and 

suggest improvements

Figure 8: Integration of ESG into investment

Source: Schroders.

Source: Schroders. 
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Box 2: Have investors missed the real revolution in electric vehicles?

Source: Schroders.
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Source: Schroders.

BBeesstt--iinn--ccllaassss  iinnvveessttiinngg

EESSGG  iinntteeggrraattiioonn

AAccttiivvee  oowwnneerrsshhiipp TThheemmaattiicc  iinnvveessttiinngg

NNeeggaattiivvee  ssccrreeeenniinngg

IImmppaacctt  iinnvveessttiinngg

Figure 9: The broad spectrum of sustainable investing

Source: Schroders.
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Figure 9 provides an overview of the different forms of  
sustainable investing:

 Ȃ ESG integration approaches seek to identify and understand 
financially material ESG factors and incorporate them into the 
investment process; it is not about excluding anything.

 Ȃ Active ownership is about actively engaging with companies 
and using voting rights to promote more sustainable  
business practices.

 Ȃ Best-in-class focuses on sector leading ESG companies,  
for example identifying and investing in the least carbon 
intensive cement producer.

 Ȃ Thematic investing targets a specific theme such as climate 
change, renewable energy or healthcare innovation.

 Ȃ Negative screening excludes certain controversial investments 
on ethical, religious or sustainability grounds, for example, 
weapons, gambling or coal.

 Ȃ Impact investments are typically made in private markets  
with the primary goal of achieving specific social or 
environmental benefits that are measurable while  
also delivering a financial return. 

ESG integration and active ownership, which we would consider to 
come under the broad umbrella of ”stewardship”, would apply to 
all outcome oriented approaches shown in Figure 9 as well as any 
unconstrained funds. Notably, as an active manager, Schroders is 
aiming to implement sustainability across everything that we do 
by the end of 2020.

This is important as the results of our annual Institutional  
Investor Study indicate that, more often than not, perceptions 
around sustainable are still drawn towards negative screening. 
For example, Figure 10 shows that, globally, active engagement 
and stewardship ranks far behind negative screening and also 
follows positive screening. There is variation across regions on 
this, for example, active engagement ranks second in the US but 
for the most part it is lagging other preferred ways to implement 
sustainability (for further details, see our  
Institutional Investor Study). 

Communicating stewardship with the 
outside world 
Myth 10: Stewardship is opaque and takes place  
behind closed doors
The vast majority of communication with investee companies is 
private. But this does not mean that it is opaque. There is more 
transparency than ever before not only towards our clients,  
who usually wish to receive tailored reports, but also publicly. 

We disclose our firm-wide stewardship activities on both  
a quarterly and annual basis in our Sustainable Investment 
Reports. As highlighted at the start, by this we mean not only 
the actual engagement with companies but all activities that 
we view to be part of stewardship, including thematic research, 
involvement in industry initiatives and details of our advocacy 
work with policymakers. 

These reports are complemented by the monthly publication of 
our voting activities, where we provide details how votes were 
cast globally. This includes information on our votes against and 
abstentions, along with the rationale for these decisions, which we 
view as ”significant votes” (see Figure 11). 

There is a considerable amount of detail in these publications, 
where we report on the total number of engagements and the 
companies engaged with, broken down by region, type and sector. 
Moreover, we highlight engagement case studies after these 
have come to a close. The reason why engagements are kept 
confidential as long as they are ongoing is because going public 
with specific details is not conducive to the relationship building 
that is so essential for effective stewardship. It is rather a signal 
that there is very targeted escalation on a given issue. 

Our experience has shown that companies are complex, issues 
evolve rapidly, sometimes changing what is considered best 
practice. Affecting change takes more than a year. Indeed, as no 
two engagements are the same, the time taken to achieve success 
can vary greatly. The Unilever example highlighted earlier resulted 
in a satisfactory result within weeks. In contrast, engaging with 
companies on reducing their exposure to sugar tax and working 
with them on transitioning their product portfolios to meet the 
demand for healthier products has been ongoing for the past four 
years, with progress evident through new product development, 
lower sugar levels and better transparency on companies’ health 
and wellness strategies7. 

As long as engagement is ongoing, and particularly where an 
issue remains unresolved, we will list the companies we are 
engaging with and categorise the topic of that engagement under 
“environmental”, “social” and “governance”. The more granular 
details are kept for until after the engagement has  
been completed. 
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Which of the following approaches do you use for implementing ESG investment in your funds?

55% 53%

39%

29%

39%

64%

53%
44%

38% 38%

65%

51%

38%
44%

30%

70%

51% 51%

35% 37%

North America

56% 57%

42% 40%
46%

Europe

AsiaLatin America

Global

ESG integration into the 
investment process

Positive screening –
focusing on ‘best in class’ 
companies or investments

Thematic investing –
using themes/ideas such 
as renewables as criteria 
for selecting assetsActive company 

engagement
and stewardship

Negative screening – excluding 
areas such as alcohol, tobacco 
or weapons manufacturing

Figure 10: Institutional client approaches for implementing 
sustainability (% of respondents)

Source: Schroders Institutional Investor Study 2019 Ȃ Sustainability. Results shown for 
the global aggregate.

7  For more details, see E. Irving, Sugar in 2019: Current state of play, Schroders, 
February 2019.
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https://www.schroders.com/en/sysglobalassets/digital/institutional-investor-study/sustainability/pdf/Schroder2019_SIIS_Sustainabilityv2.pdf
https://www.schroders.com/en/sysglobalassets/digital/institutional-investor-study/sustainability/pdf/Schroder2019_SIIS_Sustainabilityv2.pdf
https://www.schroders.com/en/sysglobalassets/digital/institutional-investor-study/sustainability/pdf/Schroder2019_SIIS_Sustainabilityv2.pdf
https://www.schroders.com/en/insights/economics/sugar-in-2019-current-state-of-play/


Conclusion
Turning the ten myths around, we can state that the Schroders experience from years of practicing stewardship  
has taught us the following ten truths:

1. Stewardship is an integral part of investment and not a box-ticking exercise.
2. Stakeholder interests play a big part in companies’ ability to deliver long-term value. 
3. Stewardship is best when it takes place at a firm-level, aggregating all the different holdings of the same  

company across products.
4. No two engagements are the same.
5. The foundation of effective stewardship is regular, non-confrontational communication with companies.
6. Divestment will occur if it is in clients’ best interests but there are many, potentially value-creating, ways to  

escalate concerns before it comes to that.
7. Voting against management is an indication that preceding engagement has been rather ineffective. 
8. There is only one voice between stewardship and investment.
9. Stewardship is an integral way to implement sustainability. 
10. The details of each discussion may not be disclosed but the goals and outcomes of engagement as well as voting 

decisions are published regularly.
What is clear, is that the existence of stewardship codes is helpful to indicate best practice but it is not a guarantee  
for effective or successful investment outcomes. Analysis of the fundamentals is more reliable in this respect.
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Transparency on our firm wide stewardship activities

Source: Schroders. To view these reports visit: www.schroders.com/sustainability/. 

Annual sustainable investment report Quarterly sustainable investment report Monthly voting reports

Figure 11: Transparency on our stewardship activities

Source: Schroders. To view these reports visit: www.schroders.com/sustainability/
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Important Information
The views and opinions contained herein are those of the authors 
as at the date of publication and are subject to change and may 
become outdated due to market or regulatory developments. 
Such views and opinions may not necessarily represent those 
expressed or reflected in other Schroders communications. 

This document is intended to be for information purposes only. 
The material is not intended as an offer or solicitation for the 
purchase or sale of any financial instrument or security or to adopt 
any investment strategy. The information provided is not intended 
to constitute investment advice, an investment recommendation 
or investment research and does not take into account specific 
circumstances of any recipient. The material is not intended to 
provide, and should not be relied on for, accounting, legal or tax 
advice. 

Information herein is believed to be reliable but Schroders 
does not represent or warrant its completeness or accuracy. No 
responsibility or liability is accepted by Schroders, its officers, 
employees or agents for errors of fact or opinion or for any 
loss arising from use of all or any part of the information in 
this document. No reliance should be placed on the views and 
information in the document when taking individual investment 
and/or strategic decisions. Schroders has no obligation to notify 
any recipient should any information contained herein change or 
subsequently become inaccurate. Unless otherwise authorised by 
Schroders, any reproduction of all or part of the information in this 
document is prohibited. 

Any data contained in this document has been obtained 
from sources we consider to be reliable. Schroders has not 
independently verified or validated such data and it should 
be independently verified before further publication or use. 
Schroders does not represent or warrant the accuracy or 
completeness of any such data. 

All investing involves risk including the possible loss of principal.

Third party data are owned or licensed by the data provider and 
may not be reproduced or extracted and used for any other 
purpose without the data provider’s consent. Third party data are 
provided without any warranties of any kind. The data provider 
and issuer of the document shall have no liability in connection 
with the third party data. www.schroders.com contains additional 
disclaimers which apply to the third party data.

Past performance is not a guide to future performance and may 
not be repeated. The value of investments and the income from 
them may go down as well as up and investors may not get back 
the amounts originally invested. Exchange rate changes may 
cause the value of any overseas investments to rise or fall. This 
document may contain ‘forward-looking’ information, such as 
forecasts or projections. Please note that any such information 
is not a guarantee of any future performance and there is no 
assurance that any forecast or projection will be realised. 

European Union/European Economic Area: Issued by Schroder 
Investment Management Limited,1 London Wall Place, London, 
EC2Y 5AU. Registered Number 1893220 England. Authorised and 
regulated by the Financial Conduct Authority.
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