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instance on Amazon. At present only Alphabet (Google) has been 
approved for inclusion in our screened Funds, with others such 
as Apple, Facebook and Amazon excluded owing to a number of 
acute challenges. The Brief is available online.

Social Media
We invite you to get involved with 
the team by following us on social 
media. As well as accessing our 
publications, you can also follow 

Fund Manager, Ketan Patel on Twitter @KEthical where his 2,273 
followers regularly read his Tweets on market, economic and 
sustainability issues. You can also ‘link-in’ with Head of RI, Neville 
White, where his 1,594 connections follow posts on topical 
ethical issues, research trends, and corporate governance news.
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Welcome to our Responsible Investment Activity 
Report for the three months to 31st March 
2021 with news of our responsible investment 
research, engagement and governance activities 
across our managed Funds and strategies. 
Our RI Activity Reports follow our overarching 
Responsible and Sustainable Investment pillars: 

SCREENINGRESEARCH ENGAGEMENT GOVERNANCE

RESPONSIBLE INVESTING

RESEARCH
China continues to dominate 
geo-political and economic news 
and the challenges responsible 
investors face from investing 
in China are many. In March 
we published our latest Insight 
China on the World Stage: 
What it means for Responsible 
Investors. Either by investing 

directly or via global supply chains, China is vital to the global 
economy. However there are multiple environmental social and 
governance challenges to navigate for responsible investors. This 
latest Insight looks at these in turn and explores how investors 
can access China whilst being mindful of the difficulties.

Expert Briefings
We reissued our Expert Briefing on Investing in the FAANGs 
which has been fully updated to reflect our latest thinking, for 

ENGAGEMENT
Collectively we meet over 600 companies a year and have an 
integrated stewardship approach that includes engagement on a 
range of environmental, social and governance issues. 

Thematic engagement – Climate change
During the quarter we engaged with high emitting companies 
where disclosure is either poor or targets are missing. We had 
substantive calls with several companies including Rockwool 
and HSBC Holdings. The call with Rockwool followed our 
engagement last year asking the company to set a Science 
Based Target; we were delighted to learn they have now set one. 

Rockwool operates in an energy intensive sector and its robust 
plan to decarbonise is very commendable. Its long term targets 
are ambitious and it has laid out a clear transition plan.  

The call with HSBC Holdings focused on the bank’s response to 
a proposed climate shareholder resolution. The resolution asked 
the bank to publish its strategy and targets to reduce exposure to 
fossil fuel assets on a timeline aligned with the goals of the Paris 
agreement starting with coal. HSBC and the filers have reached 
an agreement, such that the resolution has been withdrawn in 
favour of the bank proposing its own.
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Thematic engagement – 
Modern Slavery
Following media coverage of litigation 
against Biffa regarding Modern Slavery in 
their supply chain, we engaged with Biffa, 
Renewi and Veolia Environnement regarding 
the steps they are taking to monitor and 
manage Modern Slavery risk in their supply 
chains. Renewi and Biffa admitted that 
modern slavery remains high risk due to 
the contracted nature of the waste industry, 
but they both have processes in place to 
mitigate this such as through observation 
and whistleblowing. Renewi in particular is 

moving away from third party contracted labour in favour of fully 
permanent staff. Veolia Environnement had a different approach; 
they stated that as they do not subcontract high risk areas such as 
manual waste sorting, they do not deem Modern Slavery to be a 
key risk for their business, particularly in Europe. Whilst we felt this 
might reduce the risk to some extent, Modern Slavery remains a 
high risk area in all countries in the sector.

We have been part of a wide-ranging 
stakeholder consultation led by Nestlé on 
raising industry standards in the marketing 
of BMS (breast milk substitutes) products. 
We recently joined a roundtable comprising 
senior Nestlé personnel, the Bill Gates 

Foundation and others to review commitments the company has 
made under an industry wide Call to Action. Nestlé is describing 
its commitments as representing the biggest shift in industry 
compliance since the advent of the WHO Code in 1981 and 
include unilaterally ending promotion of formula for babies aged 
0-6 months in all countries where policy has not applied to date. 
The Call to Action is likely to drive significant change with 17 (out 
of 21) companies responding and nine supporting a global ban on 
marketing for 0-6 months.

We had an ESG update with healthcare 
technology company Koninklijke Philips to 
discuss the company’s ESG strategy, and 
in particular its progress on climate action 
and new business models to increase 
circularity. We heard about the company’s 

four-pillared ESG strategy focused on access to care, circular 
economy, eco-design and climate action, and we were impressed 
by the ambition of the company’s targets, and its ongoing efforts 
to embed sustainability throughout every part of the business. We 
also had an ESG update with the semiconductor manufacturer 
Infineon Technologies where we discussed the company’s 
management of key ESG issues including carbon emissions, 
water, waste, talent attraction and human rights issues in its 
supply chain.

Finally, we had a call with Nationwide 
Building Society to discuss the company’s 
sustainability strategy, and in particular 
its emission reductions and climate risk 
within its portfolio. We heard about the 
company’s ongoing efforts to measure 

and reduce Scope III emissions, including challenges related to 
financed assets and efforts to green its mortgage book whilst 
continuing to support all its members (some who, for example, 
might not be able to afford making their homes more energy 
efficient). Additionally, we discussed the company’s extensive 
efforts to assess the climate risk of its lending portfolio, and in 
particular challenges around measuring transition risk.
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Thematic engagement – Healthy diets
Under our Health & Wellbeing pillar, diet and nutrition forms 
a key part of our holistic approach to wellness. We had a call 
with Tesco to discuss a proposed shareholder resolution on 
healthy diets. The resolution asks the company to set targets 
to increase significantly the share of ‘healthy products’ sold 
by 2030. Tesco has since announced its strategy around 
healthy diets which we feel meets the resolutions aims. 
We have also sought a conversation with Wm Morrison 
Supermarkets to discuss their approach to healthy diets 
given they currently disclose less than either Tesco or 
Sainsbury.

Thematic engagement – Care home standards
No sector has been more impacted by COVID-19 than social 
and nursing care. We have given our support to an investor 
statement on expectations for the nursing home sector co-
ordinated by Uni Global Union. The impact of the pandemic 
has illuminated and exacerbated many long-standing issues 
in the nursing and care home sector. The statement sets 
out investor expectations on core areas of concern such 
as health and safety, wages and contracts, freedom of 
association and collective bargaining, and quality of care 
for residents. The best practice guidelines set out will offer 
additional insight when looking at potential investment in the 
sector, and in our engagement with existing holdings.

Company engagement round-up
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GOVERNANCE
We vote at all meetings in all territories unless these are 
share-blocked. Our Governance work also includes public 
policy and remuneration consultations, as well as engaging 
with companies on governance issues.

Corporate governance policy
Our 2021 UK and Overseas Corporate Governance Policies were 
published in January and are available online. 

Proxy voting
The March quarter saw us vote on 256 resolutions at 30 UK 
meetings, opposing or abstaining in 8% of cases. Executive pay 
accounted for 45% of all action taken, with our opposing seven 
pay reports and policies, and two long-term incentive plans.

We continue to oppose excessive 
remuneration packages such as at WH 
Smith where the removal of EPS as a 
hurdle saw over 300% salary be awarded 
on a single performance metric. Our 2021 
UK Policy sets out our thinking on new 

long-term Restricted Share Plans where in return for a reduced 
quantum, no or minimum performance hurdles will apply. We 
view these as egregious in nature and opposed one such plan 
at SSP. At media company Future we were particularly alarmed 
at the potential for excess arising from its new Value Creation 
Plan, which we viewed as having little merit. Future brought its 
fourth Remuneration Policy in four years to share-holders, and as 
a result we expressed a loss of confidence in the Remuneration 
Committee by opposing all the non-executive directors. The 
Remuneration Policy and Report were also opposed at Compass 
Group where we felt the Committee had failed adequately to 
reflect falls in share price relative to the size of LTIP grant.

In light of our concerns (above), we 
had a call with the Chair of the Future 
Remuneration Committee regarding the 
introduction of the controversial Value 
Creation Plan which will potentially deliver 
very significant rewards for the executives. 

Although delivering strong performance for shareholders, we view 
the executive package to be excessive. For the fourth successive 
time the company’s pay policy and incentive arrangements 
attracted strong investor opposition with just 64% supporting.

Our thematic engagement with AIM Listed 
companies seeking improvements in 
corporate governance goes from strength 
to strength with news that Essensys is 
the fifth company in our target group to 
agree to move to annual director elections 

from the next AGM. AIM has lower governance standards than 
the premium list, however we have made annual elections and 
approval of the Remuneration Report default ‘best practice; 
issues for all of our companies and are engaging for change with 
those with lower governance standards.

Our strategic partner Glass Lewis & Co. 
votes all proxies in markets other than 
the UK, voting against poor corporate 
governance board structures or where 
unlimited powers are ascribed to the 
Board to the detriment of shareholders. In 

the March quarter Glass Lewis voted at 27 meetings comprising 
428 resolutions in 12 markets. They opposed or abstained 7% 
of resolutions, with Compensation and Board Balance issues 
comprising the majority of action taken.

Shareholder Resolutions
We support shareholder resolutions if they are reasonable 
and proportionate and in keeping with our general stance 
on ESG (environmental, social and governance) positives. 
Where they appear to mandate an unreasonable financial 
charge or represent narrow lobby interests we may exercise 
discretion to oppose or abstain. We are seeing an increase in 
such proposals globally and during the quarter we supported 
shareholder proposals in Germany, Sweden and the US, at 
Apple, Walt Disney, Siemens and Swedbank.  

Our Global Corporate Governance Voting Reports are online 
at edentreeim.com
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https://www.edentreeim.com/
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RESPONSIBLE INVESTMENT 
ANNUAL REPORT
Our 2020 Responsible Investment Activity Report has now 
been published, presenting a round-up of statistics and key 
events last year linked to the four pillars of our RI process. 
It also provides information on our corporate responsibility 
and community fund programs. The Report is available 
online at edentreeim.com
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THE RESPONSIBLE INVESTMENT TEAM
We have a specialist in-house Responsible Investment (RI) team 
who carry out thematic and stock-specific research to identify 
ethically responsible investment ideas for our range of responsible 
and sustainable funds. Headed up by Neville White, Head of 
RI Policy & Research, the team is also responsible for creating 
an on-going dialogue with companies, allowing us to engage 
on a wide variety of ethical and socially responsible investment 
concerns. Our ethical and responsible investment process is 
overseen by an independent Responsible Investment Panel that 
meets three times a year, and comprises industry and business 
experts, appointed for their specialist knowledge.

Neville White
Head of RI Policy 
and Research

Rita Wyshelesky
RI Analyst

Esmé van 
Herwijnen 
Senior RI Analyst

Carlota Esguevillas
RI Analyst

Please note that the value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations, 
you may not get back the amount originally invested. Past performance is not necessarily a guide to future returns. EdenTree Investment 
Management Limited (EdenTree) Reg. No. 2519319. Registered in England at Benefact House, 2000, Pioneer Avenue, Gloucester 
Business Park, Brockworth, Gloucester, GL3 4AW, United Kingdom.  EdenTree is authorised and regulated by the Financial Conduct 
Authority and is a member of the Investment Association. Firm Reference Number 527473.

We hope you find this useful and informative.
For any further information please contact us on:

0800 011 3821
or at ifa@edentreeim.com
or visit edentreeim.com

http://edentreeim.com
mailto:ifa%40edentreeim.com?subject=
https://www.edentreeim.com/

