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One of the ways in which we monitor interest in 
sustainable investment is by tracking news headlines 
that make mention of the topic. These have been 
steadily increasing over time but even a cursory 
glance at the articles reveal a complex web of 
underlying trends.

From the US, we’ve seen the Department of Labor 
(DOL) express its views on the role of fiduciaries. 
Specifically, it has issued guidance that “Fiduciaries 
must not too readily treat ESG factors as economically 
relevant to the particular investment choices at 
issue when making a decision”. It also advises that 
fiduciaries “may not sacrifice investment returns 
or assume greater investment risks as a means of 
promoting collateral social policy goals”1. 

We acknowledge that in the short-term the DOL 
guidance may discourage some from offering ESG 
strategies on their platforms. However, we firmly 
believe that in time, the US will follow suit in the global 
trend towards the consideration of ESG factors during 
the investment process. We have written papers 
specifically focused on the benefits of including ESG 
integration and engagement into defined contribution 
schemes in the past, and this quarter seems like a 
good time to revisit this work.

More troubling to us are suggestions that ESG funds 
and investments lag peers in terms of performance. 
Historically, many ESG approaches have focused 
solely on exclusions, which will increase tracking error, 
as our work in “Demystifying negative screens: the 
consequences of ESG exclusions” shows. However, 
ESG practice is evolving, and integration and 
engagement is now a mainstay of the products that 
we offer in this space. 

Our focus as investors has always been on those ESG 
considerations that we believe pose material financial 
risks, which would naturally have an impact on 
investment performance. For example, the increasing 
frequency and rising costs of fines for bribery and 
corruption, changing consumer tastes and regulation 

around the sugar content of food, and the well-
evidenced economic impact of climate change (topics 
we have explored in previous reports). 

This quarter’s report brings in two excellent examples 
of the material financial risks that we are monitoring. 
We are all increasingly aware of the impact that 
plastic waste is having on the environment, in 
particular on our oceans. Pressure is clearly rising 
on government, companies and consumers to do 
something about the rising tide of plastic waste. Our 
latest research looks at the potential winners and 
losers throughout the value chain, from chemical 
companies to waste companies and everything in 
between on the war on plastics. 

We also examine the risk posed by an increased focus 
on consumer protection for auto manufacturers given 
rising global auto loans and what appears to be a peak 
in the credit cycle. We picked up this subject in 2017, 
and since then regulators have also been turning their 
attention to selling practices in this area. 

The AGM season always brings its fair share of 
headlines, and as you can imagine, we have been 
busy engaging with companies on board composition, 
remuneration and diversity. We revisit the impact 
of some of our historic engagement activities in the 
US, and find some meaningful signs of progress. The 
media has also focused on shareholder resolutions, 
which continue to rise especially in relation to 
environmental and social issues. This quarter we 
discuss these and unpack how we hold boards 
accountable on material issues. 

We hope you enjoy our latest report, and do also look 
for more content on our Sustainability website.

Jessica Ground
Global Head of Stewardship, Schroders

1  U.S. Department of Labor New Release, April 23, 2018
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 INsight

Plastic phase-out: which companies will be 
most affected?

The use of plastics has come under intense scrutiny in recent months. Prompted by 
headlines like “More plastic than fish in the oceans by 20502” and “UN commits to stop 
ocean plastic waste3”, consumers and regulators have turned their attention to an issue 
that has escaped mainstream focus until recently. Concerns regarding plastics are well 
past a tipping point of public concern and regulatory action. 

Figure 1: Public and policymaker interest in 
plastic waste at historical highs
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Plastics manufacturers most at risk
The impacts to date have been relatively modest and 
focused on narrow areas. While individual plastic 
products have found themselves in the limelight, the 
issue spreads much further than carrier bags, micro 
beads or straws.

We apply a broader lens to the wider plastics landscape, 
assessing the areas of consumer packaging likely to 
face the most pressure, the companies that supply 
those products and the raw materials they contain.

While consumer companies have been most visibly 
affected by the increased attention, the impacts 
elsewhere in plastics value chains – among packaging 
companies and raw material suppliers – are likely to be 
more intense and disruptive. We have looked through 
that value chain to assess potential risks, the companies 
exposed to them and the steps some leaders are 
taking. We expect the biggest impacts to be felt by 
manufacturers of plastic packaging.

Figure 2: Consumer plastics touch a range of industries
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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.

2  Wearden, G., “More plastic than fish in the sea by 2050, says Ellen MacArthur”, The Guardian, January 2016
3  Harrabin, R., “UN commits to stop ocean plastic waste”, BBC News, December 20172
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4  Unwrapping the Packaging Industry, EY, 2013
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 – Consumer companies will need to reduce plastics 
use by substituting single use plastics for alternative 
materials or redesigning or reducing packaging. 
A long list of companies has already announced 
plans to change their approaches to packaging use. 
For instance, Costa Coffee owner Whitbread has 
launched a nationwide recycling scheme, Coca-Cola 
has committed to collect and recycle the equivalent 
of all its packaging in Western Europe by 2030 
and McDonald’s plans to make all of its packaging 
renewable or recyclable by 2025. There will be costs 
to retooling equipment, reconfiguring supply chains 
and in some cases higher materials costs. However, 
our analysis shows that companies already adapting 
to these trends may benefit. Cost savings achieved 
by lower packaging use, improved consumer 
perceptions and reduced regulatory risks could 
contribute to higher margins for food producers 
and household & personal product companies. We 
find that soft drinks companies carrying on with 
business-as-usual face the biggest downside risks.

 – Packaging companies face bigger challenges. 
Currently, 37% of consumer packaging is plastic4, 
the outlook for which is clearly challenged. On 
the other hand, leaders that are able to develop 
sustainable alternatives – like bioplastics or 
improved recyclability – will emerge from these 
challenges stronger. They should be able to 
establish distinctive products for which they have 
pricing leverage, replacing their current reliance 
on traditional commodity plastics categories. While 
some major players are already directing their 
innovation efforts to developing more sustainable 
packaging, we believe that innovation is too slow 
to allow the industry as a whole to pivot away from 
traditional plastics undamaged. Our analysis of the 
operating profit exposures of individual packaging 
companies highlights the value of leadership, with 
well-placed companies suffering little impact and 
laggards seeing up to one-third of earnings at risk.

 – Chemicals companies are starting to develop 
compostable, bio-based plastics as well as different 
types of polymers that can achieve reductions in 
material use. Bioplastics and compostable materials 
are starting to gain traction. The bioplastic market is 
set to grow at a 30% compound annual growth rate 
to 2030 (from 2013), compared to an average of 
3% growth for fossil-based plastic5. They have their 
flaws: they can be hard to recycle, more expensive 
to make, and not yet available in large quantities, 
but improvements in cellulose conversion 
technology are expected to enhance the quality, 
quantity and cost. As manufacturers face pressure 
from their consumer-facing customers, the more 
innovative companies should gain market share. 
Most of those beneficiaries appear likely to emerge 
from the current industry leaders.

 – Waste utility and recycling companies are likely 
to benefit from growing demand for end-of-life 
recycling and reuse. Recent Chinese waste import 
restrictions, coupled with increased political and 
regulatory pressure on plastic waste, create a 
potential springboard for the recycling industry. 
New geographies, new applications and new 
products could lead to market growth of 7-9%. 
Picking out winners from a fragmented, highly 
competitive industry is challenging and we think 
localised solutions will be key.

 – Oil is the main raw material used in plastics 
production. However, 4-8% of global oil production 
is used to make plastic6, of which an estimated half 
is used for packaging. As a result, the impact on 
that market is likely to be modest, although the 
issue unhelpfully compounds the wider challenges 
facing the energy sector.

Single use plastics have become ubiquitous in today’s 
consumer product industries and value chains. We 
expect pressures to spread from the specific niches on 
which attention has focused so far, to the wider range 
of products contributing to a global environmental 
challenge that has begun to move from ecological 
concern to economic driver.
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 INsight

Climate change: examining overlooked 
physical risks

To the extent that it considers climate change at all, the investment industry tends to focus 
on government and other efforts to limit its effects. Far less attention has been paid to the 
actual physical damage climate change will inevitably cause to companies’ operations.

This means it has typically focused on conventional, crude and often misleading measures 
like carbon footprints, fossil fuel reserves or renewable energy exposures. We have 
outlined our concerns about those approaches in past research, and the models and 
analyses we have developed7. 

We turn here to physical damage, which intensifies as temperatures rise. We have 
developed a proprietary model to help our analysts, fund managers and clients measure 
and manage the physical risks climate change poses. The impacts are typically lower than 
those stemming from carbon pricing or changes in industry growth rates. Nonetheless 
they are significant for many companies and, insofar as temperatures will rise with or 
without tougher action on climate change, they are much more certain. 

The damage caused by climate-related disasters has 
risen by more than 4% annually in real terms over the 
last four decades8. Looking forward, these costs are 
likely to continue rising at a similar rate. Temperature 
rises lag increases in greenhouse gas concentrations 

by around 40 years, meaning a further 0.6 degree 
temperature rise is almost assured from emissions 
that have already happened9. Investors cannot ignore 
the potential impact on companies. 

Figure 3: Greenhouse gas emissions, temperatures and disasters are all rising together
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7  http://www.schroders.com/climatechange
8   Faust. E., Hoppe, P., “Climate change and its consequences: What do we know? What do we assume?”, 

October 2017 
9  Intergovernmental Panel on Climate Change, IPCC Fourth Assessment Report: Climate Change 2007
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Companies recognise the risks
Four in five of the companies responding to the annual 
survey conducted by CDP, a charity that promotes 
carbon disclosure, identified risks stemming from the 
disruptive impacts of physical climate change, with 
capital-intensive industries generally most aware. 
In contrast, financial markets have paid too little 
attention to physical climate risks, in our view. 

Measuring the costs
We have developed a proprietary model to quantify 
the implications for company and portfolio valuations. 
Effectively, we ask “what would it cost a company to 
insure against physical risks caused by climate change 
for the remaining life of their assets?” 

The analysis combines independent measures of 
climate risk in each country, the geographic exposures 
companies report and insurance industry logic to 
assess those risk exposures. The costs to most global 

companies are under 5% of their current market 
value, but are higher for the most exposed companies. 
While smaller than the risks posed by carbon pricing 
or changes in demand growth, the impact is clearly 
significant and more certain. 

Figure 4 ranks the valuation risks facing global 
industries, based on our analysis of around 11,000 
listed companies across the world. Predictably, capital-
intensive sectors operating in more vulnerable parts of 
the world face the biggest impacts, whereas those with 
asset-light business models are least exposed.

Investors can no longer ignore climate risks
It is clear that investors cannot ignore the risks climate 
change poses. Physical damage is the most certain 
of those risks, yet is frequently overlooked. Our 
proprietary framework assesses companies’ exposures 
to climate damage, helping our analysts and fund 
managers make more informed decisions.

Figure 4: Sector exposures tend to vary according to the capital intensity of the business
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 INsight

Defined contribution pensions: could ESG 
improve returns?

Our view is that ESG considerations should be incorporated into defined contribution 
(DC) pensions. Environmental and social trends are long-term in nature and well aligned 
to the time horizon of the contributions in the default, which typically remain untouched 
for many years. Our analysis shows that a successful ESG integration strategy could 
increase the savings balance of a DC fund substantially over a savings period of 40 years. 

Can ESG integration improve the outcome for 
participants?
Pinpointing the amount of value added by ESG/
sustainable approaches, i.e. the ESG return premium, 
is difficult. A study by MSCI10 into passive ESG-tilted and 
momentum strategies showed that these had added 
value of 1.1% p.a. and 2.2% p.a. respectively, although 
this was over a fairly short time period. Similar 
conclusions are corroborated in a paper11 supported 
by the Harvard Business School (HBS) which compares 
“high sustainability” companies with comparable “low 
sustainability’ companies between 1993 and 2010. 
In this analysis, the high sustainability peer group 
outperformed the low sustainability peer group by 
1.3% a year using an equal-weighted portfolio and 2.5% 
a year using a value-weighted portfolio.

To judge the value that can be added to a DC account, 
we have conservatively used an ESG premium of 1% 
p.a., which is lower than both the lowest MSCI figure 
and the HBS result. Our analysis shows that even at 
this conservative level, the compounding impact of 

these increased returns over the 40 year average 
saving period for a DC saver in a typical target date 
fund, results in a savings balance 16% higher (see 
Figure 5). This is equivalent to an additional 1.5% p.a. 
of contributions.

More value added from engagement
ESG engagement with companies involves engaging 
on issues such as human rights, governance, business 
ethics and labour standards. Where this is carried 
out successfully, it has been shown to generate 
positive returns. A study12 investigating this approach 
demonstrated that all engagements resulted in +2.3% 
return on average over the year following the initial 
engagement and for successful engagements, +7.1% 
on average over the year after the initial engagement 
(see Figure 6). It is not clear that these extra-normal 
benefits will continue as this approach becomes more 
mainstream but asset managers who concentrate on 
the process of engaged ownership could be better 
placed to add value13. 

Figure 5: Additional returns of 1% p.a. can add 16% to the size of a 401(k) plan
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10   Nagy, Z., Kassam, A., Lee, L. “Can ESG add alpha? An analysis of ESG tilt and momentum strategies”, June 2015
11   Eccles, R., Ioannou, I., Serafeim, G., “The impact of corporate sustainability on organizational processes and performance”, March 2012
12  Dimson, E., Karakas, O., Li, Z., “Active ownership”, August 2015
13  Hassel, L., Semenova, N., “The added value of ESG/SRI on company and portfolio levels – what can we learn from research?”, January 2013
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Figure 6: Engagement can add significant value

0

-1 2 4 6 8 10 12 14 180 1 3 5 7 9 11 13 16 1715

1

4

3

2

5

6

7

8
Cumulative abnormal return (%)

Event window (months)
All engagements Successful engagements Unsuccessful engagements

Source: Dimson, Karakas and Li (2015). Fama-French size decile returns from Professor French’s website

Successful engagement requires a collaborative 
approach between the asset manager and companies 
in which they invest14. The study outlined above 
highlights that the engagement required in order to 
produce benefits is sustained, targeted and specific 
with regard to the actions required by the company. 

An integrated approach could aid returns
The evidence suggests that incorporating ESG 
considerations into the investment decision can 
improve returns but one of the problems with ESG 
investing is that there is no clear definition and this 
can cause confusion about the appropriate approach 
to take. Narrow interpretations (such as “green” 
investing or “ethical” investments) often lead to 
screening, where stocks are either included (positive 
screening) or ruled out (negative screening). 

While we do see a place for some focused investments 
or for excluding the most egregious offenders, we 
believe that an integrated approach of investing in 
companies that have a sustainable approach to all 
stakeholders is more appropriate for long-term default 
investments. The universe of suitable investments 
is wider, resulting in more opportunity to add value 
over time and outcomes will be less susceptible to 
individual stock risk.

Contributions that are invested in the default fund are 
rarely moved, particularly as the vast majority of US 
(86%) defaults are now age-based target date funds, 
which results in a very long-term investment horizon. 
This is aligned with the key features for successful 
sustainable investing that include long-term investing, 
maximising returns after allowance for risk and 
intergenerational soundness.

14   Mitchell, R., Agle, B., Wood, D., “Toward a theory of stakeholder identification and salience: defining 
the principle of who and what really counts” October 1997
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 INfluence

Shareholder resolutions: a closer look

There is a growing focus on institutional investors’ voting and stewardship commitments. 
Scrutiny of voting on environmental and social (E+S) resolutions is particularly acute. 

That focus is welcome; clients should scrutinise their managers through the entire 
investment lifecycle. Increasingly, regulators and other stakeholders expect evidence that 
investors are holding companies to account. Investors can no longer extol virtues on the 
one hand, without exercising the power of their vote to drive change on the other. 

We have long recognised the responsibility of actively 
voting shares and try to convey our activities as 
transparently as is practical. For example in our 2016 
Annual Sustainable Investment Report we outlined 
the principles behind our decision-making process 
on E+S resolutions, to make it as clear as possible for 
companies and filers. 

Most institutional investors have responded to 
scrutiny by voting against management more often. 
Passive investors (who logically should vote against 
management more frequently than their active 
counterparts, given the latter made an active decision 
to buy the stock and have the option of divesting 
rather than pushing for change) still have a distance to 
make up, but change is afoot.

Beware the blanket assumption
That is positive but investors should be wary of making 
blanket assumptions. Ownership doesn’t mean voting 
against management any more than it means always 
voting with them.  For instance, overall support for 
climate resolutions is rising and a number of asset 
managers now record 100% support for climate 
resolutions on which they vote15. 

This should be worrying; it likely reflects a lack of 
analysis of specific resolutions. We have consistently 
supported around 70% of the climate resolutions 
on which we had the opportunity to vote, remaining 
steady while the investment industry as a whole has 
begun to close its gap to our level.

Consider every vote on its merits
Firm-wide voting principles and policies are important, 
based on goals and investment beliefs, but cannot 
be distilled to rules or formulae; every vote has to be 
considered on its merits. As a result, we review all of 
the shareholder resolutions on which we cast votes 
individually, recognising that voting is the definitive 
expression of our expectations as owners of specific 
companies, based on specific resolutions.

Our climate voting default position is to support, 
unless the wording of a resolution is unlikely to 
result in constructive change that will strengthen the 
companies, due to unrealistic timeframes or if our 
engagement leads us to believe the resolution may 
derail progress rather than augment it.

That assessment is built on our base of industry 
knowledge through 400 investors, sector analysts and 
portfolio managers with intimate knowledge of industry 
dynamics, business models and investment drivers.

Engagement is not a substitute for exercising voting but 
it should inform vote decisions, and also be used as a 
tool to encourage change. There is also more that we can 
do as asset managers to communicate our expectations 
clearly to the companies in which we invest, and to 
educate them about our view on the importance of E+S 
management to their future prosperity. 

Our innovative approach to engagement
This quarter we tried a new approach to engagement. 
It was an educational event on climate change for the 
board members of the companies in which we invest. 
We felt that many directors, especially outside of the 
resources sectors, lacked knowledge on the sizeable 
risks facing businesses across all sectors from climate 
transition risks. Education in this area is difficult to 
obtain, but necessary to equip board members to 
be good long-term stewards. The internal tools that 
we have developed, such as the Climate Progress 
Dashboard and Carbon Value At Risk model, focus on 
the tangible business and profitability implications 
of climate change for companies in terms business 
leaders recognise and understand. 

We explained our analysis of the risks and 
opportunities, and the gap between winners and 
losers to the sixty companies that attended. We 
worked with the Carbon Disclosure Project (CDP) to be 
clear on what kind of disclosure is helpful, in particular 
given the framework promoted by the TCFD (Taskforce 
for Climate Related Disclosure). 

15   See for example ShareAction’s assessment of 2017 voting on climate resolutions here
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Shell shareholder resolution 
The high profile climate resolution asking oil company 
Shell to set targets to reduce greenhouse gas 
emissions in line with the commitments of the Paris 
Accord provides an example of our commitment to 
consider each vote on its merits. 

While we generally look to vote in favour of climate 
resolutions in line with our voting principles, we will 
only do so if we believe the resolution will promote 
companies’ transition. Where the resolution wording 
is overly prescriptive and more likely to hinder 
companies’ efforts, we will not support. 

In line with this approach, we did not vote in favour 
of the climate resolution proposed to Shell by the 
environmental non-governmental organisation Follow 
This. Shell has taken an industry leading position with 
its stated ambition to reduce its net carbon footprint by 
around 50% by 2050. In doing this it aims to reconcile 
the growing global demand for energy whilst reducing 
the carbon intensity of that energy. Reaching that 
goal will require the company to reimagine every 
aspect of its business. We applaud the company 
for demonstrating ambition that goes beyond the 
incremental changes most of its peers have planned. 

We believe that Shell must remain accountable against 
this ambition throughout its duration. We support 
alignment of management incentives and corporate 
strategies, and recognise the 10% weighting attributed 
to greenhouse gas intensity reduction measurements 
in existing remuneration scorecards. However, we also 
recognise that the goals Shell has outlined describe a 
more radical change than any short- or medium-term 
management target. Treating them in the same way 
risks undermining the willingness of Shell and its peers 
to contemplate similar transformations.

A further motivation for our vote against this 
resolution is the potential additional legal risk that 
Shell could be susceptible to. This is not a hypothetical 
risk: we have already seen municipalities in the US 
filing lawsuits against oil majors, including Shell. 

We believe that Shell could provide more detail about 
its review process, and how succession planning will 
be aligned with maintaining the ambition. We will 
continue to engage with the company on these issues. 
We will also continue to press the wider industry 
to improve its ambitions and preparation for the 
disruption risks it faces.

The event was an excellent chance to engage with 
board members. Most of our ESG engagements tend 
to be with investor relations employees or senior board 
members when many other board members feel they 
do not understand investors’ views. The feedback we 
received was very favourable and a number of invitees 
have requested the materials to share with colleagues. 

We will of course continue to evaluate our approach to 
both voting and engagement to ensure that we foster 
the right culture of challenge and accountability on 
these increasingly important issues with the companies 
in which we invest.
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 INfluence

US corporate governance: reviewing 
the landscape 

Over the past few years, investors globally have become increasingly focused on 
corporate governance. It is widely acknowledged that there are different levels of best 
practice and these can vary. For the purpose of this paper, our focus is on corporate 
governance in the US.

We take an evidence-based approach to our 
engagement and voting, with a view to fostering 
better corporate governance outcomes and company 
performance. In a 2016 paper we identified three 
aspects of corporate governance that needed 
addressing in the US: 

1. board evaluation

2. joint CEO/chairperson roles 

3. remuneration 

We followed this up with a series of company 
engagements to address these issues and 
communicate our expectations. We wrote to all of our 
US holdings that met one of the following criteria: 

1. no board evaluation had been carried out in the 
past twelve months 

2. the board had a combined CEO/chair and no lead 
independent director (LID) 

3. we had voted against the company’s remuneration 
policy for two consecutive years 

One year on, we assessed whether companies had 
made any positive changes or showed signs of doing so. 

Figure 7: Reasons for governance 
engagements with US holdings
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Source: Schroders as at December 2017 

Board evaluation 
The business case for diversity is well evidenced. At 
Schroders we evaluate diversity using a wide range of 
metrics, including gender, ethnicity, experience and 
age. We were surprised that our previous analysis 
showed US boards to be some of the oldest and most 
entrenched globally. All industries are impacted by 
digitalisation and the fast-paced emergence of new 
trends and competitive threats. Against this backdrop, 
we feel it is increasingly important for companies to 
have regular board evaluations that assess their skill-
set and identify where improvement can be made.

In 2016, 244 constituents of the S&P500 index 
disclosed that they had conducted a board evaluation 
during the year. However, in 2017 this increased to 465 
companies. We contacted 135 of our holdings which 
hadn’t carried out an evaluation in 2016, highlighting 
our concerns. In 2017, 89% of these companies 
disclosed an annual evaluation of the board’s 
performance. This included The Boeing Company, 
which conducted one for the first time.

Joint CEO/chair
We prefer the role of the CEO and chairperson to be 
separate. The CEO is responsible for managing the 
strategy and day-to-day operations of the company, 
while the chair should oversee this and provide an 
independent point of contact for shareholders. We 
appreciate that it has become common practice in the 
US for these roles to be combined. However, when this 
is the case, we expect a company to appoint a LID. It is 
important that a board has independent oversight and 
someone for shareholders to engage with.

We contacted 97 US companies that had a combined 
CEO/chair and no LID. In 2017, 26% of the companies 
we contacted demonstrated progress: over a quarter 
have separated the role of CEO/chair and the rest 
introduced a LID to the board.

Remuneration
Our final point of engagement was on the 
remuneration of executives. The quantum of pay in the 
US has historically been higher than other regions. It is 
therefore essential we ensure this is aligned with good 
performance. We wrote to 52 companies where we had 
voted against remuneration for two consecutive years.
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Just under a quarter of our votes against pay in 2016 
were due to weak performance metrics where the 
targets lacked stretch. This led to a pay-for-performance 
disconnect. 71% of these companies gained our support 
in 2017, illustrating a positive change. 

However, overall our support of remuneration 
resolutions in the US decreased from 83% in 2016 to 
62% in 201716; this was partly due to a rise in votes 
against golden parachute payments. 10% of these votes 
against were to encourage issuers to hold annual votes 
on executive compensation rather than on a three-year 
cycle. Over half of our votes against remuneration in 
2017 were for long-term incentive plans (LTIP) vesting 
periods being less than three years.

Joint CEO/chair difficult to unwind
We have been engaging with companies on ESG-
related issues since 2000. These are all logged 
internally and regularly reviewed in order to track 
progress and record change. We have found that 
on average it takes two years for a company to 
implement change and the quality of this change 
varies. For example, as part of this project we engaged 
with Affiliated Managers Group, Inc. on issues of 
remuneration and a combined CEO/chair. While 
remuneration has since improved, they still have 
a joint CEO/chair. This highlights that change isn’t 
always instantaneous and can be incremental. We will 
continue to review progress and may follow up in the 
instances where companies still lag best practice. 

Figure 8: Progress of our engagements at 
2017 review

No change
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Source: Schroders as at December 2017 

The chart above illustrates the progress made by 
the US companies we contacted, with most progress 
being made in remuneration and board evaluation. 
The changes to joint CEO/chair structure have been 
gradual which is to be expected considering how 
entrenched this practice is within the US. We have 
been encouraged by the amendments taking place 
over the US governance landscape and hope to be 
able to maintain this momentum. 

 

16  Mooney, A., “EU fund houses demand say on US executive pay”, FTfm, December 2017 
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Company E S G

AMG Advanced Metallurgical 
Group N.V.

✔

Arwana Citramulia Tbk PT ✔

AUTINS GROUP PLC ORDINARY ✔

Beter Bed Holding N.V. ✔

Bravida Holding AB ✔

Bufab publ AB ✔

CMC Markets Plc ✔

Coats Group PLC ✔

DiamondRock Hospitality Company ✔

Eni SpA ✔

KAUFMAN & BROAD SA EUR0.26 ✔

Krones AG ✔

Link Administration Holdings Limited ✔

Liontrust Asset Management PLC ✔

Lonza Group AG ✔

MMI Holdings Ltd ✔

Naturhouse Health SA ✔

Odfjell Drilling Ltd ✔

Orange Belgium ✔

Phison Electronics Corp. ✔

Royal Dutch Shell plc ✔

Tata Motors Limited ✔ ✔

XING AG ✔

Consumer Discretionary

Accor ✔ ✔

Adidas ✔

Amazon.Com ✔

Company E S G

AMC Networks Inc ✔

Aramark ✔

Balta Group NV ✔

Bloomin' Brands Inc ✔

Buckle Inc ✔

CAIRO COMMUNICATIONS SPA NPV ✔

Compass Group plc ✔

Crown Limited ✔

Dalata Hotel Group PLC ✔ ✔ ✔

Darden Restaurants ✔

Dillards Inc. ✔

Dometic Group AB (publ) ✔

Domino's Pizza Group PLC ✔

Far East Hospitality Trust ✔

Fuji Media Holding ✔

Intercontinental Hotels Group PLC ✔ ✔ ✔

Ipsos ✔

ITV Plc ✔

J D Wetherspoon plc ✔

Lagardere S.C.A. ✔

Marks and Spencer plc ✔

McDonalds Corpn ✔

Metropole Tv-(M6) ✔

Mitchells and Butlers ✔

NASPERS-Nasionale Pers BPK ✔

Omnicom Group Inc ✔

OPAP ✔

Pearson plc ✔

Second quarter 2018
Total company engagement
Our ESG team had 230 engagements this quarter with 
the 215 companies listed below, on a broad range of 
topics categorised under “environmental”, “social” and 
“governance”. They included one-to-one meetings, joint 

investor meetings, conferences, teleconferences, written 
correspondence and collaborative engagements. 

For further details about the issues discussed and 
company responses, please contact your Client Director.

Source: Schroders as at 30 June 2018.
The companies and sectors mentioned herein are for illustrative purposes only and are not to be considered a recommendation to buy or sell.
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Company E S G

Pets at Home Group ✔

Pirelli & Co ✔

Publicis Groupe SA ✔

SACI Falabella ✔

SMCP SAS ✔

Starbucks ✔

Target Corp ✔

Television Francaise 1 ✔

Tupperware ✔

Whitbread ✔

WPP PLC ✔

Consumer Staples

Aeon Co Ltd ✔

Anheuser Busch Inbev SA ✔

Associated British Foods PLC ✔

Britvic ✔ ✔ ✔

Casino, Guichard-Perrachon et Cie ✔

Charoen Pokphand Foods ✔

Conagra Inc ✔

Costco Wholesale Corp ✔

Danone ✔

Dean Foods ✔

Dino Polska SA ✔

General Mills Inc ✔

Greggs ✔

HelloFresh SE ✔

Hormel Foods Corp ✔

J Sainsbury ✔

Koninklijke Ahold Delhaize NV ✔

Kroger Co, The ✔

Company E S G

Lancaster Colony Corp. ✔

Migros ✔

Mondelez International Inc ✔

Nestle SA ✔

Philip Morris ✔ ✔

Plant Health Care PLC ✔

Reckitt Benckiser plc ✔ ✔

Sanderson Farms Inc ✔

Seven & I Holdings ✔

SSP Group ✔

Sysco Corpn ✔

Tesco PLC ✔ ✔

Tyson Foods Inc. ✔

Unilever PLC ✔

Walmart Inc ✔

Warpaint London PLC ✔

WH Group ✔

Wm. Morrison ✔

Woolworths Ltd ✔

Energy

BP ✔

Chevron Texaco ✔

ENI ✔

Enquest PLC ✔

Exxon Mobil ✔

HUNTING ✔

Lundin Petroleum ✔

Motor Oil ✔

New Hope Corp ✔

Petro Geo Svcs ✔

Source: Schroders as at 30 June 2018.
The companies and sectors mentioned herein are for illustrative purposes only and are not to be considered a recommendation to buy or sell.

Second quarter 2018
Total company engagement
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Source: Schroders as at 30 June 2018.
The companies and sectors mentioned herein are for illustrative purposes only and are not to be considered a recommendation to buy or sell.

Company E S G

Premier Oil ✔

Repsol SA ✔

Royal Dutch Shell PLC ✔

Statoil ✔

Total ✔ ✔

Financials

3i Group plc ✔

AA PLC ✔

AIA Group ✔ ✔

Banca Sistema ✔

Banca Transilvania ✔

Bank of America ✔

BolsaMexicana de Valores A NPV ✔

Close Brothers Group plc ✔

Elis ✔

EMAAR PROPERTIES ✔

Erste Bank ✔

Guaranty Trust Bank ✔

Habib Bank ✔

HDFC Bank Limited ✔ ✔

HSBC Holdings plc ✔ ✔

Intermediate Capital Group PLC ✔

Investec Group Limited ✔

Jupiter Fund Management PLC ✔

Kasikornbank PCL ✔

Kenya Commercial Bank ✔

KeyCorp ✔

Krung Thai Bank ✔

LEG Immobilien ✔

LEUCADIA NATIONAL CORP ✔

Company E S G

Mediobanca ✔ ✔

Metrovacesa SA ✔

NEX Group PLC ✔

PKO Bank ✔

Royal Bank of Scotland Group plc (The) ✔

Safestore Holdings PLC ✔

Spar Nord Bank As ✔

TBC Bank ✔

TP ICAP PLC ✔

Unicaja Banco SA ✔

Universal Insurance Inc ✔

Van Lanschot NV ✔

Waddell & Reed ✔

Wendel Investissem ✔

Health Care

Danaher Corp ✔ ✔ ✔

GlaxoSmithKline ✔

Smith & Nephew ✔

UCB SA ✔

Zoetis ✔ ✔

Industrials

Agility ✔

Aumann AG ✔

Chemring Group ✔

Dassault Aviation ✔

GEA GROUP AG ✔

GlobalTrans ✔

Grupo BTG Pactual ✔

Grupo Mexico Transportes ✔

Hays plc ✔

Second quarter 2018
Total company engagement
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Source: Schroders as at 30 June 2018.
The companies and sectors mentioned herein are for illustrative purposes only and are not to be considered a recommendation to buy or sell.

Company E S G

Leonardo ✔

Loma Negra ✔

Northgate plc ✔

Porr AG ✔

Prysmian SpA ✔

Rotork plc ✔

Rps Group ✔

Schneider Electric SA ✔

Speedy Hire ✔

Spie SA ✔

Trelleborg AB ✔

Information Technology

ASM International ✔

Atos SA ✔

Facebook ✔ ✔

Inside Secure SA ✔

J2 Global Inc ✔

Micron Technology Inc ✔

Materials

Anglo American plc ✔

Anhui Conch Cement Company 
Limited

✔

Beadell Resources Limited ✔

BHP Billiton plc ✔ ✔

CRH PLC (UK) ✔

Glencore ✔

Grupo Cementos de Chihuahua ✔

Ibstock plc ✔

Company E S G

Louisiana-Pacific ✔

Norbord ✔ ✔

Norsk Hydro ASA ✔ ✔ ✔

OZ Minerals Ltd ✔

Rio Tinto Limited ✔

Rio Tinto plc ✔

SEALED AIR CORP ✔

South32 Ltd ✔ ✔ ✔

West Fraser Timber Co Ltd ✔ ✔

Telecommunication Services

BT Group plc ✔

Deutsche Telekom ✔ ✔

Safaricom Limited ✔ ✔

Telefonica SA ✔

Vodafone ✔ ✔

Utilities

Centrica plc ✔

Drax ✔

E.ON AG ✔

Electro Power Systems SA ✔

Infraestructura Energetica Nova SAB 
de CV

✔

Red Electrica Corp SA ✔ ✔

TENARIS S.A. ✔

Key
E – Environment  
S – Social 
G – Governance

Second quarter 2018
Total company engagement
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Engagement type Engagement by sector 

Regional engagement 

68
46

24

76

8

8

49%

One to one call

Collaborative engagement 
(e.g. joint investor letter)

One to one meeting

Group meeting

Other (e.g. letter)

Email

Group call

10%

15%

1%

2%

19%

4%

Utilities

Materials
Telecommunication Services

Consumer Staples
Energy

Health Care

Consumer Discretionary Industrials
Information Technology

Financials

9%

11%

3% 17%

22%

20%

3%
4%

8%

3%

Source: Schroders as at 30 June 2018.

UK  68

North America  46

Asia Pacific  24

Europe (ex-UK)  76

Middle East and Africa 8

Latin America 8

Source: Schroders as at 30 June 2018.

Second quarter 2018
Engagement in numbers

Source: Schroders as at 30 June 2018.
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We believe we have a responsibility to exercise our voting rights. 
We therefore evaluate voting issues on our investments and vote 
on them in line with our fiduciary responsibilities to clients. We 
vote on all resolutions unless we are restricted from doing so 
(e.g. as a result of shareblocking). 

This quarter we voted on 3,284 meetings and approximately 
96% of all our holdings. We voted on 121 ESG-related 
shareholder resolutions, voting with management on 40. 

The charts below provide a breakdown of our voting activity 
during this quarter. Our UK voting decisions are all available 
on our website at http://www.schroders.com/en/about-us/
corporate-responsibility/sustainability/influence/.

Direction of votes this quarter Reasons for votes against this quarter 

Company meetings voted 

14%

23%

21%

33%

2%

7%

For Against Abstain

85%

14%

1%

43%

Director Related
Routine Business Reorganisation & Mergers

Anti-takeover
Other

Remuneration
Shareholder Proposals

Allocation of Capital

1%

10%

11%

18%

15%

1%1%

UK 14%

North America  23%

Asia Pacific  21%

Europe (ex-UK)  33%

Middle East and Africa 2%

Latin America  7%

Source: Schroders as at 30 June 2018.

Second quarter 2018
Shareholder voting

Source: Schroders as at 30 June 2018.

Source: Schroders as at 30 June 2018.
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Second quarter 2018

Engagement progress 

This section reviews any progress on suggestions for change we 
made a year ago, in this case the first quarter of 2017. There are 
four possible results: “Achieved”, “Almost”, “Some Change” and “No 
Change”. Of a total number of 67 “change facilitation” requests 
made, we recorded 21 as Achieved, 4 as Almost, 12 as Some 
Change and 30 as No Change. 

The companies and sectors mentioned herein are for illustrative purposes only and are not to be considered a recommendation to buy or sell.

Company Suggestion for change Result

Consumer Discretionary

Compass 
Group

Asked company to address the potential business 
risk linked to animal welfare standards and 
provide some disclosure

Achieved – The company has improved its Business Benchmark for 
Animal Welfare (BBFAW) ranking from tier 4 to tier 3

Domino's Pizza Asked company to address the potential business 
risk linked to animal welfare standards and 
provide some disclosure

Achieved – The company has made a significant improvement, 
moving from tier 6 to tier 3 in its BBFAW ranking 

Flight Centre Asked company to report on the work it is doing 
to manage both direct and indirect social and 
environmental issues, within the context of the 
business model and strategy, rather than reporting 
on the Responsible Tourism Charter in isolation

Achieved – The company’s “environmental sustainability” 
webpage clearly delineates work it is doing on managing both 
direct and indirect social and environmental issues. Specifically, 
the webpage specifies the contribution of individual board 
members and elaborates on how the company is reducing office-
related emissions by adopting a number of initiatives e.g. carbon 
emissions, energy consumption, recycling and waste reduction, 
its Environmentally Sustainable Design program for retail shops, 
as well as a new sales structure that helps facilitate’ a strong 
health and fitness’ commuting culture e.g. provides staff with 
facilities that allow them to walk, cycle or run to work

Encouraged the company to disclose more 
information about the rationale for launching 
the Charter

Achieved – The company now discloses more information 
about the background and nature of the Charter. For example, 
the CSR webpage goes through its ‘responsible travel journey’ 
communicating progress e.g. explaining the four pillars it is 
seeking positive change

Asked company to publicly disclose its 
commitments to managing the security of its 
customers’ information, for example mentioning 
its commitments to meeting ISO 27001 standards

Some change – The company blamed human error for a 
recent data security lapse which allowed customers’ passport 
information to be seen by external contractors. Its ‘privacy 
note’ webpage (clause 7 ‘Security of Information’) addresses 
the company’s commitment to safeguard and protect personal 
information, including regular reviews of securities technologies. 
That said, the page does not go into detail about the various 
‘physical, electronic and managerial security procedures’ 
implemented to provide a secure environment

McDonalds Asked company to address the potential business 
risk linked to animal welfare standards and 
provide some disclosure

Almost – The company continues to be ranked as tier 2 in the 
BBFAW however the results report highlights a number of 
improvements in practices and reporting including commitments 
to source cage-free eggs and evidence of the use of animal-welfare 
audits along the supply chain and employee training

Mitchells and 
Butlers

Asked company to address the potential business 
risk linked to animal welfare standards and 
provide some disclosure

Almost – There has been no change to its BBFAW ranking but 
some improvements in reporting

Engagement 
progress 45%

Achieved Almost Some Change No Change 

31%

6%

18%
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The companies and sectors mentioned herein are for illustrative purposes only and are not to be considered a recommendation to buy or sell.

Company Suggestion for change Result

Pearson We held ongoing discussions with the company 
regarding its new remuneration policy, however 
we still had concerns with the small element of 
total shareholder return (TSR) included in the 
long-term incentive plan (LTIP) and the disclosure 
around key performance indicator (KPI) targets 
and therefore will be voting against

Some change – The company has increased the TSR element 
to 33% of 2018 and improved disclosure, however we would 
still prefer TSR to be a larger element of the LTIP at the next 
vote on the company’s remuneration policy. We supported the 
remuneration report at Pearson’s 2018 AGM 

Starbucks Asked company to address the potential business 
risk linked to animal welfare standards and 
provide some disclosure

Almost – There was no change in BBFAW rating but some 
improvements seen during the year. For example, the company 
has published commitments to phase out eggs from caged hens 
and to eliminate sow stalls

Consumer Staples

Greggs Asked company to address the potential business 
risk linked to animal welfare standards and 
provide some disclosure

Almost – While the company is still rated as tier two in the 
BBFAW, it has introduced improved reporting on performance 
and impact.

J Sainsbury Asked company to address the potential business 
risk linked to animal welfare standards and 
provide some disclosure

Achieved – Significant improvements made, resulting in the 
company moving from tier 3 to tier 2 BBFAW ranking

JBS Asked company to address the potential business 
risk linked to animal welfare standards and 
provide some disclosure

Some change – The company’s BBFAW rating has improved 
however it fails to acknowledge the food safety and bribery 
allegations that have impacted the company

Kraft Heinz 
Foods Co

Asked company to address the potential business 
risk linked to animal welfare standards and 
provide some disclosure

Achieved – The company has improved its practices and moved 
from tier 6 to tier 5 BBFAW ranking. For example, the company 
has published commitments to phase out eggs from caged hens 
and eliminating sow stalls

M. Dias Branco 
SA Ind Com 
de Alimentos 
(marfig)

Asked company to address the potential business 
risk linked to animal welfare standards and 
provide some disclosure

Achieved – The company has improved its practices and has 
moved from a tier 4 to tier 3 BBFAW ranking

Nestle Asked company to address the potential business 
risk linked to animal welfare standards and 
provide some disclosure

Almost – While the BBFAW rating remains unchanged, the 
company has improved its reporting around the governance of 
animal welfare along the supply chain as evidenced in the 2017 
results report

Raia Drogasil Asked company to provide more information on 
its supply chain policies and key KPIs in this area

Some change – The company’s first sustainability report provides 
more information about the company’s approach to supply chain 
management. The company established a new supplier program 
in 2016 and plans to introduce a monitoring system and supplier 
code of conduct in 2018

Asked company to disclose who within the 
company is responsible for the company’s 
sustainability and CSR efforts and whether there is 
dedicated representation on the board in this area

Achieved – At the end of 2017 the company published its first 
sustainability report, which included a detailed explanation of its 
CSR governance and board-level oversight

Asked company to increase its disclosures on 
its efforts to manage its environmental risks, 
particularly in terms of its carbon emissions 
intensity

Some change – In its first sustainability report, published at the 
end of 2017, the company provides year-on-year performance 
data that demonstrates a clear commitment to reducing its 
environmental footprint generated by its distribution network

Tesco Asked company to address the potential business 
risk linked to animal welfare standards and 
provide some disclosure

Almost – While the company has the same tier ranking there 
have been some improvements in practices and reporting e.g. 
commitment to phase out eggs from caged hens

Unilever Asked company to address the potential business 
risk linked to animal welfare standards and 
provide some disclosure

Almost – While the company has the same tier ranking there have 
been some improvements in reporting e.g. commitment to phase 
out eggs from caged hens and eliminate sow stalls
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Company Suggestion for change Result

Walmart Asked company to address the potential business 
risk linked to animal welfare standards and 
provide some disclosure

Almost – While there has been no change to the company’s 
ranking it has improved its policies. For example, publishing 
commitments to phase out eggs from caged hens and to 
eliminating sow stalls

Woolworths Asked company to address the potential business 
risk linked to animal welfare standards and 
provide some disclosure

Almost – The company has made improvements, resulting in a 
move from tier 4 to tier 3 in the BBFAW ranking

Financials

Close Brothers 
Group

Asked the company to make a clear commitment 
to anti-bribery and corruption, and disclose 
publicly any training or monitoring it has to 
mitigate this risk

Some change – The company invests in training for all staff 
including anti-money laundering, bribery and corruption. 
However, the annual report does not detail how frequent this 
training is, or which employees are trained specifically in anti-
corruption and anti-bribery 

GAM Holding Asked the company to add an additional element 
to their LTIP so that it is not entirely based on TSR

Some change – The GAM remuneration report was voted 
down at its AGM. This was a significant event, and the result of 
collaboration between shareholders which we organised

HCI Group Asked the company for more disclosure on 
the nature and extent of the company’s data 
protection strategy; the policies and programmes 
in place to achieve this strategy; and the extent to 
which the company performs risk assessments as 
part of the management process

Some change – There is a short section in the company’s 10K on 
cybersecurity. HCI describes some of the tools it utilises (such 
as firewalls, third party security experts, etc.), but is very thin 
on detail regarding these tools. The discussion on the risks of 
cybersecurity is the same as 2017’s 10K

Sampo Oyj Asked company for more information on 
the nature and extent of the company’s overall 
data protection infrastructure; the level of 
training provided on cyber security risks; the 
nature and extent of the enforcement and 
monitoring effort involved in protecting sensitive 
data; and the practices in place for dealing with 
potential data breaches

Achieved – The company released its first company-wide CSR 
report in June 2018, which included sections dedicated to data 
privacy and information security. The report also discloses data 
privacy training completion figures for each subsidiary of the firm

Sumitomo 
Mitsui 
Financial 
Group 

Asked company for specific evidence that credible 
and appropriate action has been taken to address 
the controversial issues, particularly with respect 
to public communications, and evidence of 
stronger compliance systems and policies to 
prevent similar issues arising in the future 

Almost – The company responded noting that it did not believe 
that the manipulation of precious metals was an incident for 
SMFG and that the investigation will show this. With respect to 
the fraud incident the company is determined to implement 
the following measures to prevent recurrence: revision of 
operational procedure and system; enhancement of internal 
auditing procedures, and continuous and comprehensive 
employee training. We will follow up on these proposals to check 
their full completion

Health Care

Indivior Asked company to report on non-compliance of 
its anti-bribery policy and how this is followed up

Achieved –The company now reports on compliance 
performance, confirming there were no material instances of 
non-compliance in the past year

Lonza Group Asked company to disclose information on how 
corporate responsibility is managed and overseen 

Some change – The company now includes a brief statement 
confirming the central management of environment, health 
and safety, although with little detail

Pfizer Inc Asked company to lower threshold for 
shareholders to call special meeting

Achieved – In December 2017, the board amended the bylaws 
to reduce the percentage of outstanding stock required for 
shareholders to call a special meeting from 20% to 10%

Asked company to refresh its board and reduce 
average tenure

Some change – Two board members have since retired, 
including the chair of the nominations committee who we voted 
against in 2017. However the board continues to comprise of 
very longstanding members

The companies and sectors mentioned herein are for illustrative purposes only and are not to be considered a recommendation to buy or sell.
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Company Suggestion for change Result

Industrials

Leonardo Asked company for some further disclosure 
around the recruitment process for Alessandro 
Profumo as the new CEO 

Achieved – The chair responded to our letter outlining in more 
detail the nominations process. They also made a commitment to 
an executive succession planning process

Melrose 
Industries

Asked the company for a public statement on 
its approach to supply chain labour and human 
rights related practices. We suggested the 
statement could explicitly reference best practice 
principles such as the UN Declaration on Human 
Rights, Global Compact, or UN Human Rights 
norms for business

Some change – Given the decentralised nature of the Group, there 
is no over-arching policy currently in place with regards to human 
rights. There is however a Code of Ethics at the group level, and in 
addition to this, each business is expected to have its own code of 
ethics. A statement in accordance with the Modern Slavery Act 2015 
is expected to be published this year

Qinetiq Group Asked company to add in an underpin to its 
deferred share plan

Achieved – Following shareholder consultation, the company 
made a number of improvements to its remuneration policy. One 
of these being the addition of an underpin which means the level 
of performance that gave rise to the award must be sustained 
through the three-year performance period. If this is not satisfied 
than a minimum of 50% of the award will lapse

Information Technology

Novatek 
Micro-
electronics 
Corp

Asked the company to put in place a policy/process 
to mitigate conflict minerals risk 

Achieved – The company now has a Conflict Minerals Policy, 
requiring all suppliers to comply with the Electronic Industry 
Citizenship Coalition (EICC) standards. It only purchases 
from environmentally and socially responsible suppliers. The 
company also shows a split of its sourcing countries for its main 
4 metals

SAP Asked the company to amend its remuneration 
policy. We do not approve of the sole use of non-
GAAP metrics to incentivise management

Almost – The company has taken several positive steps to 
improve its remuneration including the removal of discretionary 
element – bonus payouts can no longer be adjusted for 
extraordinary/unforeseeable events; introduction of a clawback 
clause; introduction of a shareholder requirement (unusual for 
German market); and severance payments capped at 200% of 
annual compensation

However, the LTIP cap is set very high at 468% and the CEO still 
receives a high amount of fringe benefits SAP states that these 
are due to the costs of maintenance of a second household (CEO 
is American)

Source: Schroders as at 30 June 2018.

The companies and sectors mentioned herein are for illustrative purposes only and are not to be considered a recommendation to buy or sell.
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Company Engagement Issue Sector

BMW Distribution of earnings Consumer Discretionary

Darden Restaurants Potential risks linked to animal welfare standards Consumer Discretionary

OReilly Auto Human capital policies and performance Consumer Discretionary

Target Potential risks linked to animal welfare standards Consumer Discretionary

YUM! Brands Potential risks linked to animal welfare standards Consumer Discretionary

BRF Brasil Foods Potential risks linked to animal welfare standards Consumer Staples

Costco Potential risks linked to animal welfare standards Consumer Staples

Danone Potential risks linked to animal welfare standards Consumer Staples

General Mills Inc Potential risks linked to animal welfare standards Consumer Staples

Hormel Foods Potential risks linked to animal welfare standards Consumer Staples

Mondelez Potential risks linked to animal welfare standards Consumer Staples

SSP Group Potential risks linked to animal welfare standards Consumer Staples

Wesfarmers Ltd Potential risks linked to animal welfare standards Consumer Staples

Wm. Morrison Potential risks linked to animal welfare standards Consumer Staples

AIA Group Responsible underwriting Financials

Close Brothers Group UN Global Compact Financials

Credicorp Responsible lending Financials

HDFC Bank Cyber security and data privacy Financials

NASDAQ Human capital management Financials

Tinkoff Credit System Remuneration Financials

Lonza Group Human capital management, customer satisfaction Health Care

Pfizer CEO/Chairman independence Health Care

United Health Corruption Health Care

Melrose Industries Supply chain practices Industrials

SMC Corp Distribution of earnings Industrials

Halma Conflict minerals Information Technology

RIB Software Stock option plan Information Technology

Ecolab Ethics, human capital management, carbon reduction Materials

JSR Corp Safety, carbon targets Materials

Norsk Hydro SAPA joint venture Materials

KDDI Independent directors Telecoms

Northwest Natural Gas Co Health and safety strategy and incidents Utilities

We have also reviewed engagement progress with the following 
32 companies that we engaged with in the second quarter of 
2017, but where no progress has been made. We will continue to 
review progress periodically. 

Second quarter 2018

Engagement progress 

Source: Schroders as at 30 June 2018.

The companies and sectors mentioned herein are for illustrative purposes only and are not to be considered a recommendation to buy or sell.
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Important Information: The views and opinions contained herein are those of 
the Sustainable Investment team, and may not necessarily represent views 
expressed or reflected in other Schroders communications, strategies or funds. 
This material 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. 
The material is not intended to provide and should not be relied on for accounting, 
legal or tax advice, or investment recommendations. Reliance should not be placed on 
the views and information in this document when taking individual investment and/
or strategic decisions. 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. All 
investments involve risks including the risk of possible loss of principal. Information 
herein is believed to be reliable but Schroders does not warrant its completeness 
or accuracy. Some information quoted was obtained from external sources we 
consider to be reliable. No responsibility can be accepted for errors of fact obtained 

from third parties, and this data may change with market conditions. This does not 
exclude any duty or liability that Schroders has to its customers under any regulatory 
system. Regions/sectors shown for illustrative purposes only and should not be 
viewed as a recommendation to buy/sell. The opinions in this document include some 
forecasted views. We believe we are basing our expectations and beliefs on reasonable 
assumptions within the bounds of what we currently know. However, there is no 
guarantee than any forecasts or opinions will be realised. These views and opinions 
may change. To the extent that you are in North America, this content is issued by 
Schroder Investment Management North America Inc., an indirect wholly owned 
subsidiary of Schroders plc and SEC registered adviser providing asset management 
products and services to clients in the US and Canada. For all other users, this content 
is issued by Schroder Investment Management Limited, 31 Gresham Street, London, 
EC2V 7QA. Registered No. 1893220 England. Authorised and regulated by the Financial 
Conduct Authority. For your security, communications may be taped or monitored. 
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