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Introduction
Sustainalytics, a Morningstar Company, is a leading global provider of ESG research, ratings, and data. We
serve hundreds of the world's largest asset owners and asset managers with the development and
implementation of responsible investment strategies. In serving the responsible investment market for
nearly 30 years, we have gained a reputation for providing high-quality, innovative ESG solutions and
excellent client service.
Sustainalytics has developed a comprehensive understanding of trends and best practices in responsible
investment and a solid process to assist institutional investors in integrating ESG considerations into their
investment policies and strategies. Our range of services, from ESG risk to impact to compliance-related
services, speak to our clients varying responsible investment needs and objectives.
Sustainalytics provides the insights required for investors and companies to make better informed
decisions that lead to a more just and sustainable global economy. We therefore wholeheartedly believe
in the values underpinning the UK Stewardship Code and recognise the significant positive influence the
Code has had on improving stewardship since its introduction in 20101. As such, Sustainalytics is
committed to adhering to the UK Stewardship Code.

1 Between 2010-18

the Investment Association (IA) conducted a series of surveys on the stewardship activities of IA members. The FRC
undertook an extensive assessment of all signatory statements in 2016.
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1 Principle 1. Signatories’ purpose, strategy and culture enable them to promote effective
stewardship
Sustainalytics: purpose, culture, values, business model, service offering and strategy
Mission/Purpose
Sustainalytics’ mission is to provide the insights required for investors and companies to make better
informed decisions that lead to a more just and sustainable global economy.
Values
•
•
•
•
•

We have a positive impact on our world
We embrace diverse perspectives
We foster excellence through continuous collaboration
We are adaptable and entrepreneurial
We treat others as we like to be treated

Culture
Sustainalytics actively works to foster a mission-based culture, a sense of community, and an
entrepreneurial spirit within the company. We foster our mission-based culture by “walking the talk”
through the work we do as well as through our operations.
Sustainalytics is a global company, and wherever we operate, and across every part of our business, we
strive to create an inclusive environment which embraces diversity and fosters inclusion. We embrace
and support our employees’ differences in age, ethnicity, gender, gender identity or expression, language
differences, nationality or national origin, family, or marital status, physical, mental and development
abilities, race, religion or belief, sexual orientations, skin colour, social or economic class, education, work
and behavioural styles, political affiliation, military service, caste, and other characteristics that make our
employees unique.
Business model, service offerings and strategy
Sustainalytics has developed a comprehensive understanding of trends and best practices in responsible
investment and a solid process to assist investors in integrating ESG considerations into their investment
policies and strategies, across the investment value chain. With the acquisition of GES International in
January 2019, Sustainalytics has become a one-stop shop provider of responsible investment services,
assisting investors across the entire responsible investing spectrum, both from a pre- and post-investment
perspective – norms-based and exclusionary screenings, ESG integration, positive approaches, and active
ownership. Through a separate team, called Sustainalytics Corporate Solutions (SCS), we offer ESG-related
products and services to banks, underwriting firms, public and private companies, and other related
organisations.
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How Sustainalytics’ strategy and culture enable the promotion of effective stewardship
Sustainability issues remain central to our thinking across all aspects of our business, including product
development, delivery, support, and service and are well aligned with our mission.
In doing our part, Sustainalytics also recognises its own responsibility as an ESG and corporate governance
research provider that evaluates the sustainability performance of others. Sustainalytics follows the UN
Global Compact’s 10 principles, which includes the precautionary principle, based on which we have
integrated sustainability risk assessments in fundamental business processes to minimise the negative
impact on the environment.
Accordingly, sustainability is at the core of how Sustainalytics’ global offices operate, from our human
capital policies that stimulate diversity and personal development, to our continuous efforts in offsetting
our GHG emissions, preventing conflicts of interests, corruption practices and other forms of white-collar
activities, ensuring the integrity and quality of our research, enabling adequate protection of the data,
including personal information that we handle, and providing an adequate communication channel for
whistle-blowers.
Sustainalytics’ efforts to achieve sustainable and sound business practices are detailed in our Code of
Ethics and the Sustainalytics’ ESG Principles, available on our website, and in our internal policies and
work processes, applicable across all our different entities. These efforts are complemented by regular
information and training for all employees, and by an annual public disclosure on our progress, via the
Morningstar Enterprise Sustainability Report, available on Morningstar.com.

An assessment of Sustainalytics’ effectiveness in servicing the best interest of clients
We always work to serve our clients’ stewardship interests and assess our effectiveness in the following
ways:
Client satisfaction and retention
Sustainalytics issues an annual client satisfaction survey to assess how well we are delivering on our client
promises. The high scores we have received now for many years indicate that our products meet client
needs and we effectively serve clients’ best interests. Further, our client retention rate is one of the
highest in the industry, thereby underscoring the close collaboration we have with clients.
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Client consultation
Clients are regularly invited to contribute with input and ideas during client consultations and via our
client advisory team. This provides frequent opportunities for clients to provide feedback on our services
and whether we are meeting expectations. Clients are also invited to respond to our thematic
engagement survey on an annual basis, and the feedback from the survey is used to determine priorities.
As an example, we launched the ‘Human Rights Accelerator’ engagement theme because of our 2021
survey, which clearly indicated a strong focus on this area.
Engagement progress
We diligently measure engagement progress through a range of parameters such as Response, Progress
and Milestones. In 2021, we reached 676 milestones and resolved 72 engagement cases, demonstrating
the positive trend of companies constructively engaging with their investors. We provide full transparency
on our stewardship activities and investor clients are kept informed about company meetings, responses
and initiatives via our investor client platform, Global Access.
Investor clients can follow the progress of our engagements through continuously updated reporting and
case profiles, and when cases are resolved, our reporting outlines the impact and outcomes of the
engagement process. As an example, we have engaged with Walmart Inc, the US retailer, for many years
and throughout the process, we measured tangible outcomes, including the company issuing a human
rights statement, taking concrete measures to tackle legacy labour issues, and improving its proactive risk
assessment to mitigate further labour rights violations through internal buy-in and integration.
Please see the appendix for further details on the Walmart case study.
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2 Principle 2. Signatories’ governance, workforce, resources, and incentives enable them to
promote effective stewardship.
How Sustainalytics’ governance structures and processes enable oversight and
accountability for promoting effective stewardship
Sustainalytics’ values, ethics, unique company culture, long-term vision, and the importance of our staff
enable accountability and oversight for sustainability. Specifically, we take a similar long-term view when
it comes to developing talent because of these factors and we place great emphasis on the retention of
key personnel and succession planning, which we believe is essential for fulfilling our mission.
The result is a long track record of promoting from within, ensuring that the institutional knowledge and
passion for our company manifests itself at all levels, up to our Executive Team.
Whenever possible, members of our leadership and Executive team have resulted from internal
promotion. Subsequently, a large proportion of our senior management has been with the company for
over a decade, having filled a variety of roles prior to management. Due to exceptional company growth,
some management have shorter tenure, but staff tend to join Sustainalytics with that afore mentioned
long-term vision in mind.
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Sustainalytics wants to ensure our employees are heard, can contribute, and get the opportunity to
improve and advance. We have therefore instituted numerous mechanisms to address these priorities,
through formal procedures like a biannual engagement survey, tailored online pulse checks, quarterly and
end of year performance reviews, and manager/direct report check-ins every two weeks. We also hold
Quarterly Townhalls with our President to ensure strategic corporate information is shared with all global
team members. In addition, we have a weekly internal newsletter, which provides up-to-date information
on corporate developments.
Sustainalytics maintains transparent remuneration frameworks designed to fit local context and
conditions and provide personnel with fair and competitive rates of pay. Compensation and benefits
strategies are regularly reviewed to maintain alignment with what we believe to be competitive industry
pay practices. Across our locations, Sustainalytics pay wages sit above the local government imposed
living wage. The global remuneration framework is linked to the Career Progression Paths and to the
Performance Appraisal Framework and is one of the key tools used to retain and reward employees. Pay
increases are awarded once a year after the end-of-year performance appraisal as well as quarterly for
high-performers.
Sustainalytics’ bonus scheme applies to certain functions and locations in line with the company’s reward
strategy. The purpose of the bonus scheme is to incentivise and reward exceptional performance while
taking into consideration the company’s overall financial standing. However, research personnel
compensation is not directly tied to specific commercial outcomes.
Sustainalytics’ governance structures and processes are enabled to provide appropriate oversight (both
management oversight and oversight of control processes) of the services that Sustainalytics provides to
its clients.
Sustainalytics’ has implemented processes, controls, resources, as well as personnel training to ensure
the continuous service delivery and standard of quality to our clients. Such efforts are complemented by
the robust governance and oversight practices that we have tailored to guarantee the quality and
reliability of our services.
For example, Sustainalytics empowers a Global Standards Oversight Committee (GSOC), which acts as the
oversight and decision-making body relating to company assessment changes and guidance within our
Global Standards Screening (GSS) and Global Standards Engagement (GSE) products with an aim to
support clients’ needs for a consistent approach between the two products. It is a joint committee for
both GSS and GSE and is composed of research and engagement leadership and Product Managers. The
committee is responsible for, among other things, approving consistent but separate company
assessment changes for both GSS and GSE; ensuring that the assessments are robust, defendable, and
aligned across the entire research universe; reviewing and discussing the proposals for company
assessment changes including the facts, judgements, sources, and other aspects.
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How the quality and accuracy of Sustainalytics services promote effective stewardship
Quality assurance is imperative to Sustainalytics’ success and allows us to ensure that our clients base
their investment and stewardship activities on accurate information. Details of how we assure quality in
our research are outlined below.
Company Research
•
•
•
•

Sustainalytics continuously improves and maintains quality and research standards.
Sustainalytics takes into consideration feedback received from companies in our Coverage
Universe, for inclusion in our ESG Risk Ratings and Controversy research, wherever relevant.
Prior to publication we perform quality reviews of company ESG assessments.
Controversy ratings are reviewed by the Events Oversight Committee, who focus on those most
severe, i.e., changes to and from level 4 and 5.

Data and deliverable management
•
•
•
•

Quality and reliability of our covered company and identifier data through automated quality
assurance.
Quality and reliability of our proprietary (i.e., research) data through automated quality assurance,
prior to publication.
Quality and reliability of standard deliverables through end-of-gate quality assurance process.
Quality and reliability of custom client deliverables through end-of-gate quality assurance processes
(automated and manual).

Update cycle
•
•
•

We aim for annual updates of management indicators for the covered companies.
Continuous updates are made as incidents occur and feed into updates of event indicators, which
is not disclosure driven.
Annual updates to the rating framework (selection of material ESG issues, weighting of indicators).
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How Sustainalytics appropriately resources stewardship
Chosen organisational workforce structure
Please see Figure 1 below for an overview of Sustainalytics’ organisational structure.

Sustainalytics’ Stewardship Services team structure is given in Figure 2 below. Note Sustainalytics’
Stewardship Services team is part of our Product Strategy and Development team.
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Stewardship Services team overview
Sustainalytics currently has over 1,300 employees in total, with over 500 analysts supporting our
engagement team of 40 people. Summary bios for the key members of our Stewardship Services Team
are available upon request.

Industry experience, seniority, experience, qualifications
Stewardship Services team members have an average 14 years of relevant work experience (in
responsible investment, consulting, finance, or sustainability), with over five years’ experience working
specifically in a Stewardship position. Our ESG Research Analysts have an average of five years of relevant
ESG research experience, and the most senior team members (topic leads) have over 20 years of ESG
research experience. Our ESG Research analysis feeds into our stewardship programs.
While the engagement is carried out by the Stewardship team of 40 people, the support of the service
delivery is carried out by our Client Advisory team. In addition to the Stewardship team, the Client team
works closely with relevant teams internally including ICT, Data, Research and Operational teams, where
relevant.

Diversity
Diversity has always been at the heart of our success, and we work hard to create a supportive and
collaborative environment to safeguard it. In a primarily male-dominated industry, we are proud to count
more female than male colleagues and over 50 different nationalities. Please note that numbers are
indicative, as Sustainalytics is an evolving company, with any such numbers changing regularly. The above
numbers also incorporate all employees, not only the active ones, namely those in special situations such
as long-term leaves.
•

Gender Status:
o 54% Women
o 46% Men

•

Language skills
o Sustainalytics employees speak English as the general business language and our staff collectively
speaks approximately more than 45 languages. Within the stewardship team, more than 20
languages are spoken, 19 with native proficiency, including Spanish, German, French, Mandarin,
Cantonese and Japanese..
o Engaging in different markets requires particular attention to socio-cultural and political factors,
as well as knowledge of the local language and customs. We have a wide spectrum of different
nationalities and language skills in our team, which plays an important role when dealing with
many different standards of stewardship. Patience and polite persistence are core Sustainalytics
strengths – to not give up when dialogue is uphill, but always meet the company from a polite
perspective, taking many things into account such as cultural differences.
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•

Sectoral and regional specialisation:
o An overview of expertise breakdown by norm and by sector is given in figure 3 below.

Sustainalytics’ investment in systems, processes, research, and analysis
•

Strategic level:
o Sustainalytics was acquired by Morningstar in July 2020. This has led to long-term synergies and
increased innovation and investment into Sustainalytics to help it maintain its historical year-onyear growth figures. Supported by our past performance and the continued growth of the market,
the aim going forward is to achieve a growth rate in range with or above historical numbers. We
will continue to invest in research and client relations staff, regional expansion, product
innovation and digital marketing to continue to support our clients with a high-quality product
portfolio. Over the last few years, we have introduced several new products’ including our EU
Action Plan Solutions, Impact Metrics, and Engagement360.

•

Product Level:
o Sustainalytics works closely with clients throughout the engagement process and is always open
to their suggestions and requests. Following such discussions, we have recently developed three
areas for our stewardship services:
o Engagement 360 is a full-service stewardship solution and the most holistic service offering —
packaging together all Sustainalytics engagement services into a comprehensive service bundle.
It was designed based on client feedback - to satisfy their need for an integrated approach to
engagement that combines research overlay, thematic engagements and an ESG lens to proxy
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o

o

•

voting - as a comprehensive stewardship solution. It is designed to help investors generate
positive and meaningful environmental, social and governance change. Supporting a robust and
integrated approach to engagement it provides holistic company insights and outcomes rather
than on an independent topic-by-topic basis.
Sustainalytics’ ESG Voting Policy Overlay complements a traditional corporate governance policy
by supplementing it with ESG-aligned voting guidance to round-out an intentional ESG investment
strategy. Our theory of change is grounded in the view that the biggest risks and opportunities
facing investors today derive from social and environmental factors that drive market-wide
performance. We therefore take a systems approach, connecting granular issuer-level ESG risk
indicators to factors that drive long-term investment value. By enhancing corporate
accountability, proxy voting is an indispensable tool supporting portfolio and market resilience.
Leveraging Sustainalytics’ ESG data and research, in-depth engagement insights, and
Morningstar’s market intelligence, we identify key ballot initiatives from the universe of issues
our clients are entitled to vote on. Our holistic proxy voting, and engagement strategy helps our
clients to connect their stewardship actions with real world impacts.
Thematic engagement: The Thematic Engagement program provides an opportunity for clients
to select specific themes that they wish to engage on. Through our annual survey, clients
identified Human Rights as a key focus area for engagement activity -yielding the development of
Sustainalytics’ Human Rights Accelerator Thematic Engagement.

Employee level:
o New Sustainalytics’ employees receive an introduction to financial markets and responsible
investing. All employees have access to and are strongly encouraged to utilise, an annual
education credit, which may be used for various educational events such as external trainings,
workshops, conference fees, etc. There are also various internal training and knowledge-sharing
initiatives across the organisation. In addition, we collaborate with external training providers,
such as the PRI Academy.

How Sustainalytics ensures fees are appropriate for services provided
Sustainalytics’ extensive experience and strong market position, serving more than 1,000 investor clients
across several client segments globally, provides us with valuable market insights. This insight enables us
to provide the most suitable services for our clients’ needs, for an appropriate fee.
Sustainalytics takes a consultative approach in the provision of its services, ensuring a deep understanding
of the current and evolving research requirements that each client may have. In our commercial proposals
we use objective criteria to consider clients’ needs and ensure our services match their requirements.
Sustainalytics has a transparent contracting structure and pricing, to ensure that clients are notified
upfront of any fee increases. Inflation is the main contributor to fee increases year-on-year.
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Assessment of the effectiveness of Sustainalytics’ chosen governance structures and
processes in supporting our clients’ stewardship
Sustainalytics is a global company, operating in multiple jurisdictions and committed to equity and
fairness. To support the quality and integrity of our products and services, we strive to be transparent
regarding the way our research is presented and shared with clients. We are committed to providing
clients and prospects with information about our research and rating methodologies, as well as
information sources used. Sustainalytics’ research process involves the collection and analysis of
information made available by third parties, including civil society, corporate, government, industry
association, investor, media, and regulatory sources. To ensure the production of high-quality objective
analysis, employees are required to act with prudence and to use authoritative evidence to support
analysis, keeping appropriate documentation on sources and citing them in accordance with guidelines
compiled for each product and service. Plagiarism is strictly prohibited within our research. Sustainalytics
has rigorous review processes to ensure that research assessments are reasonable and appropriately
sourced. Sustainalytics takes technical and organisational measures designed to structurally separate and
independently manage our various departments and sales teams. Each team operates separately and is
managed by a different executive with a separate and distinct senior management layer. This separation
aims to preserve the objectivity of Sustainalytics’ products and services. Specific rules regarding the
structural separation and communication across the different teams at Sustainalytics are detailed in our
Policy on Managing Potential Institutional Conflicts of Interest and in a variety of other operating policies,
in line with the UK Stewardship Code.
Sustainalytics’ research and stewardship services are strategically aligned. Our efforts are informed by inhouse research performed by a dedicated team of more than 500 analysts.
Sustainalytics empowers analysts with the required range of academic background, professional
expertise, market insight and diverse perspectives within the governance and responsible investment
environment, with experience in various fields such as corporate governance, economics analysis,
mergers and acquisitions, compensation, law, sustainability, climate change, global standards and norms,
and data analysis. Learning and Development requirements are analyzed regularly, and personnel is
incentivized proportionate to the value of the company and the milestones reached by our business. Our
personnel conduct is governed by the Morningstar Code of Ethics as well as specific policies tailored to
Sustainalytics’ business model; You can find our main governance documents on our website, at
www.sustainalytics.com/governance-documents.
We believe effective engagement is a constructive process aimed at creating long-term investment value.
To achieve this aim, our engagement management oversight proceeds to uphold and ensure that:
•
•
•

Clear engagement objectives that both resolve relevant issues and improve companies’ overall
ESG performance are implemented and achieved;
Constructive relationships are built on two-way dialogue;
Clear time frames are implemented to track engagement results.
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•
•

Effective communication is implemented by making use of all available engagement tools
including written communication, calls and meetings with companies’ management, conference
calls, (multi)stakeholder initiatives, site visits and proxy voting
Work takes place continuously on a collaborative and open basis to leverage the power of
ownership influence

Further, Sustainalytics has implemented rigorous quality controls, aimed at ensuring high levels of quality,
accuracy and timeliness of its stewardship services. Sustainalytics empowers dedicated internal personnel
to provide continuous review and evaluation on the procedures and processes implemented across its
different teams, including its Stewardship business line.
Weekly Product Team meetings take place to discuss individual engagement cases. The meetings are
hosted by a Product Manager and/or Content Lead and aim to ensure consistent assessments across the
case portfolio. Engagement Managers are expected to bring their cases for discussion in case of significant
updates.
For each engagement case, a change objective is defined. All interactions with issuers are focused on
achieving the change objective. Via engagement, we seek to influence corporate behaviour. We build
long-term relationships with issuers. Engagement is conducted in-person (whenever possible), on-line or
via email exchanges.
We are transparent towards both the companies and our investor clients. Agendas are shared with issuers
beforehand. Meetings are always documented via minutes that need to be revised and approved by the
issuer.
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3 Principle 3. Signatories identify and manage conflicts of interest and put the best interests of
clients first.
Sustainalytics’ Policy on Managing Conflicts of Interest
Potential conflicts of interest are common, particularly in financial services. This is no different for
Sustainalytics, which operates multiple lines of business that serve a variety of client types. The way in
which we manage and protect against potential conflicts of interest from becoming real is germane to our
research objectivity and critical to the good reputation we have built over the last 30 years.
Objective research is a cornerstone of our business, and we work to put in place relevant policies to
structurally separate and independently manage our various research, engagement, and sales teams.
Sustainalytics uses a combination of conflict management policies, procedures, organizational and
technical measures to ensure that potential conflicts of interest do not become real conflicts. Our Policy
for Managing Institutional Conflicts of Interest and our Policy on Managing Potential Personal Conflicts of
Interest are part of a broader policy architecture, including our Morningstar Code of Ethics and
Sustainalytics Key Business Principles and Practices. Ultimately, our goal is to protect the interests of
clients and key stakeholders. Our robust conflict management framework specifically addresses the need
for analyst independence, consistency of process, data protection and systems separation. You can find
our main governance documents on our website, at www.sustainalytics.com/governance-documents.
Sustainalytics’ Policy on Managing Potential Institutional Conflicts of Interest is built around the following
pillars, to enable us to manage potential conflicts of interest within our business:
a) Internal organisation of teams
b) Office facilities and IT infrastructure
c) Data usage, storage and separation
d) Managing private interests
e) Research process and methodology
f) Communication with clients and subject companies.
Sustainalytics is committed to fair competition and to preventing commercial engagements with
competitors, clients or other stakeholders that limit or restrict competition, including but not limited to
those who participate in the creation of cartels, collusions, vertical agreements or monopolies, or those
who abuse a dominant market position.

How Sustainalytics identifies and manages any instances where conflicts have arisen
because of client interests
In the ordinary course of Sustainalytics’ business spanning numerous relationships with clients, business
partners, vendors, shareholders and the like, the potential exists for business conflicts to arise. These
situations are subject to Sustainalytics’ policies and business practices, which include specific conflict
management procedures. Sustainalytics’ management and directors are responsible for setting those
policies, amending them from time to time and further communicating them to personnel.
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Sustainalytics avoids entering commercial relationships that might jeopardise the company’s integrity and
research independence. If an employee believes a specific client relationship (or prospect relationship)
presents a potential conflict of interest, the employee must bring the issue to the attention of the
compliance manager. In addition, an employee may opt out of a specific client, prospect, or subject
company relationship) without consequence if it presents a potential conflict of interest.
Communication with companies (whether clients, prospective clients, or subject companies) is
functionally separated within Sustainalytics: research-related communication with subject companies is
independently managed by our various research and engagement teams, while commercial-related
communication is managed by our Sales team.
Commercial staff are prohibited from attempting to influence research outcomes in any way. If
commercial staff have concerns with an aspect of our research, ratings, or assessments (e.g., timeliness,
factual basis, logic of call, etc.) they will contact the appropriate product manager or secondarily, the
research manager. They do not to communicate with the research staff directly.
In case of an overriding business interest, senior representatives of research and commercial personnel
may discuss client relationship details to satisfy that interest.
Sustainalytics includes relevant disclosure of potential conflicts of interest in its client deliverables,
where appropriate. Upon request, the Compliance function at Sustainalytics may provide clients with
relevant details about the situation that is susceptible of generating a potential conflict of interest, to
the extent this is material to assessing the objectivity of the delivered research, if such details are
needed for their own compliance purposes.

Examples of how Sustainalytics has addressed actual or potential conflicts
Managing Institutional Conflict of interest
At Sustainalytics, we structurally separate and independently manage our various Research, Engagement
and Sales teams, as per the above organisational chart (Figures 1 & 2 in section 2.3). Each of these teams
operates separately and is managed by a different executive with a separate and distinct senior
management layer.
Commercial personnel are prohibited from discussing client or prospect relationship details with research
analysts. Furthermore, our commercial data systems are completely separated from the systems used by
our various Research and Engagement teams to perform their company assessments and produce client
deliverables. Specific rules regarding the structural separation and communication across the different
teams at Sustainalytics are detailed in our different operating policies.
In addition to the above, our Code of Ethics sets out certain standards of conduct that all employees are
expected to abide by, including standards of conduct in the workplace, professional business practices,
avoidance of potential conflicts of interest, consistency and integrity of research, internal and
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communication restrictions, insider trading, accepting gifts, fair dealing, and handling of confidential data.
Employees are required to review and sign the Code of Ethics upon hiring and annually thereafter.
Sustainalytics understands the importance of disclosure of potential conflicts of interest and effective
conflict management and upon request, the Compliance function at Sustainalytics may provide
institutional investor clients with a complete list of our clients that are also subject companies, if such list
is needed for their own compliance purposes.
Specific rules to safeguard the independence of our research personnel:
•

Commercial personnel are prohibited from discussing client or prospect commercial details with
research analysts. Research analysts are prohibited from being included in any client or prospect
meetings or calls where commercial details are discussed.
Research analysts can be leveraged as content experts in client calls, but they cannot be present if
commercial details are discussed.
Compensation for Research personnel is not directly tied to specific commercial outcomes.

•
•

Managing Personal Conflict of interest
We maintain specific policies and procedures intended to prevent and manage those situations where a
personal interest may be inconsistent with the general interests of Sustainalytics or of its stakeholders
and could lead to their conduct on behalf of Sustainalytics being influenced or compromised.
Specific rules on managing conflicts of interest are detailed in our Code of Ethics and other dedicated
internal policies. Such rules include, but are not limited to:
•

•
•

Personnel are required to take all necessary measures to avoid any possible conflicts of interest and
to avoid engaging in activities that might jeopardise – or appear to jeopardise – the integrity of their
conduct or the reputation of Sustainalytics. If there is room for suspicion that an action or
commitment might create a conflict, or might reasonably appear to do so, personnel must not
pursue it.
Seeking prior approval where a member of the personnel performs duties outside of Sustainalytics,
that may reasonably appear to create a conflict of interest.
Express prohibition of inside trading.

Situations that may give rise to of conflicts of interest, and prohibited behaviour
While it is not possible to detail every potential source of conflict and assessing the potential for personal
conflicts is a matter of using good judgement, below are some examples of situations that can give rise to
a conflict of interest and some examples of prohibited behaviour for Sustainalytics personnel. The
following list is neither exhaustive nor limitative.
• A potential conflict of interest may arise when Sustainalytics personnel perform work for or
interact with an entity in which they have a personal interest, including former employment or
contract over the past 12 months, or a significant financial interest, on behalf of Sustainalytics.
Sustainalytics requires disclosure of any such situation to the personnel’s manager and to the
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•

•

Compliance team, and depending on the nature of their role, the personnel are reassigned to a
different entity to ensure research objectivity.
A potential conflict of interest may arise when Sustainalytics personnel perform work for or
interact with an entity, on behalf of Sustainalytics when they have an immediate family member
employed by that entity. Sustainalytics requires disclosure of any such situation to the personnel’s
manager and to the Compliance team, and the Personnel are most likely reassigned to a different
entity.
Sustainalytics personnel are prohibited from providing recommendations about a subject
company, client, or prospect outside of their work responsibilities at Sustainalytics, based on
information they became aware during their work for Sustainalytics.

Policy examples on how Sustainalytics avoids potential personal conflicts of interest
• Once identified, Sustainalytics personnel are required to promptly and pro-actively notify their
manager and the Compliance team of any personal interest, consideration, or business activity,
that could create or give rise to the appearance of a potential conflict of interest or could be
expected to negatively impact Sustainalytics’ reputation.
• If Sustainalytics personnel have personal interests or a significant financial interest in a company,
they shall not perform research or engagement for/regarding said company. Sustainalytics
personnel are also expected to refrain from engaging in any commercial or other interaction with
said company, on behalf of Sustainalytics.
• If Sustainalytics personnel are part of the research personnel, that directly performs research or
engagement for a specific subject company, they and their family members, may not undertake
personal transactions of financial instruments issued by that subject company.
Conflicts of interest disclosure
Sustainalytics provides clarifying guidelines for most of our policies, to further instruct our employees on
how to avoid/address and disclose any conflicts of interest situation they may encounter and is
implementing multiple training programs specifically tailored to how we manage conflicts of interest in
the workplace.
If the initial disclosure indicates a prohibited behaviour, for example, owning securities (or any significant
financial interest) in a company they are researching, Sustainalytics personnel are required to immediately
disclose such situation to their manager and the compliance team, who assesses the gravity of the incident
and provides mitigation steps (such as sell securities or divest interest in said entity within a reasonable
timeframe, reassignment to a different team/research project, etc.).
If a specific disclosure indicates an actual/potential conflict of interest, Sustainalytics personnel are
required to disclose such a situation to their manager and to the compliance team, who then offers
recommendations and provides continuous assistance on how to eliminate or address said conflict of
interest, on a case-by-case basis. In the specific scenario when there is no conflict of interest,
Sustainalytics informs its relevant personnel of the Compliance function’s assessment.
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In addition to the existing architecture on managing conflicts of interest, the Sustainalytics’ Compliance
team provides and continuously seeks to improve personnel trainings specifically tailored for the
identification, disclosure, and resolution of specific scenarios that can amount to a conflict of interest, to
be better equipped to cultivate a proactive and preventative approach and not only a reactionary
corporate mindset.

4 Principle 4. Signatories identify and respond to market-wide and systemic risks to promote a
well-functioning financial system.
How Sustainalytics has identified and responded to market-wide and systemic risks
Addressing systemic risks through our ESG Risk Ratings
Built on a transparent methodology, Sustainalytics' ESG Risk Ratings provides a coherent and consistent
approach for investors to assess financially material environmental, social and governance (ESG) issues
that affect the long-term performance of their investments at both the security and portfolio level.
Sustainalytics launched its flagship product, Sustainalytics’ ESG Risk Ratings, in September 2018 after
three years of development in line with our commitment to product innovation. This product was
developed in response to clients’ needs for a greater focus on financial materiality of ESG issues and risks,
encouraged by a market-wide acknowledgement of such, driven by the likes of the Financial Stability
Board.
Our transparent methodology analyses factors contributing to the level of ESG risk a company faces, such
as business model, financial strength, geography, and incident history.
Addressing systemic risks through Stewardship
Through our Stewardship services, we identify and address systemic ESG risks and issues in our
engagements. Examples include:
Climate change
Climate change is a key consideration in the continuous development of our Stewardship Services. As
companies display increased exposure to climate change risks and their financial materiality, we engage
on companies’ transition to a more sustainable economy as well as their potential violation of
international standards, such as the Paris Agreement.
We currently address climate change in over 350 individual engagement dialogues. In addition, climate
change and its stakeholders are truly global and often demand a more collaborative approach. We
therefore leverage our experience and resources, including via global coalitions such as Climate Action
100+ and the PRI, either in our own capacity or representing clients.

17

© Sustainalytics 2022

Climate change is also in Sustainalytics’ Climate Change – Sustainable Forests and Finance engagement,
which addresses climate risk and advocates for reductions in direct and indirect emissions in the context
of global forest systems. This thematic engagement focuses on three key groups of actors: companies
directly driving forest-related emissions, their customers, and their financiers. Building on insights gained
from Sustainalytics’ Climate Transition engagement (2018 to 2021), this theme targets companies
throughout forestry-linked value chains to promote science-based emissions reduction strategies,
transparent climate-related disclosure, and sustainable practices to mitigate impacts from climate
change.
Sustainalytics addresses climate change across the spectrum leveraging similar systems approach in
thematic engagements Feeding the Future, Localized Water Management, Tomorrow’s Board and
Responsible Cleantech.
Human Rights, and Labour Rights
Most of our norms-based engagements, focusing on human and labour rights, environment, and business
conduct/ethics, are guided by the international norms, conventions and standards that companies are
expected to operate within.
Sustainalytics has a long history of researching and engaging with companies on these topics, both in
terms of international collaborations and our own programs. For example, we currently have over 250
engagements covering human and labour rights through, amongst others, our Food Supply Chain
(Concluded), Child Labour in Cocoa, Human Capital and the Future of Work, Human Rights Accelerator
and Modern Slavery engagement themes.
Thematic Engagement Example – Food Supply Chain Case Study (also included in the appendix)
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Recent developments related to human rights in global supply chains demand companies accelerate
addressing these increased material risks, expectations, and global challenges. Companies have the
responsibility to mitigate adverse effects in their operations and at the same time have the potential to
make a positive impact on the people and the communities directly linked to their supply chains. Not
adequately managing these impacts constitute a material risk to companies and by extension to investors.
Numerous projects and operations have been disrupted by protests, legal proceedings and other actions
that resulted from human rights concerns. Human rights issues are central to a company’s “social license
to operate”, or simply “social license”. Social license refers to society’s ongoing acceptance of a company’s
activities and the trust it builds with the communities where it operates. This includes the company’s own
workforce as well as its supply chain. When this trust is broken, companies run the risk of becoming less
resilient with costly strikes, delays and short- and long-term supply shortages which impact growth and
productivity. The Human Rights Accelerator engages to mitigate reputational risks and for support
businesses to become future proof, creating a space for learning, triggering collective action with a view
to create positive impact.
Public Health
Public health is a key concern in today’s environment, especially considering the COVID-19 pandemic. It
is covered through many of our engagement dialogues, as well as our ESG risk-centred dialogues in which
healthcare and pharmaceuticals are among the top industries engaged on.
• As the pandemic spread across the globe, one of Sustainalytics’ first initiatives was to provide a
COVID-19 Resource Centre. From an engagement perspective, we immediately acted by
assessing all engagements, including how national legal and policy frameworks (e.g., extent of
lockdown measures) are affecting companies and introducing related discussion points into
upcoming engagement meetings.
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•

•

•

Stakeholder concerns around access to, and the rising cost of healthcare is a key challenge for the
pharmaceuticals and healthcare sectors. In our Tomorrow’s Board thematic engagement, partly
directed at pharmaceutical companies, we have increased the focus on their response to the
pandemic.
Access to controlled medicines without discrimination is a key element of the right to health,
however, there can also be negative impacts associated with drug use. Additionally, stakeholder
impact resulting from the fraudulent marketing, or the over-prescription of medicines
(particularly opioids) is a serious issue worldwide. Companies allegedly involved in unlawful drug
or opioid malpractice in a widespread and systematic manner (causing medicine/opioid addiction)
are within the scope of Sustainalytics’ research and will lead to engagement dialogues where
applicable.
Ensuring availability and sustainable management of water and sanitation for all is the UN’s
Sustainable Development Goal (SDG) 6. Sustainalytics Localized Water Management Thematic
Engagement is aligned with SDG 6 and its associated links to public health outcomes. Safe drinking
water, and adequate sanitation and hygiene, are fundamental to protecting environmental
health, and directly contribute to achieving good human health and well-being. Water-related
diseases are closely linked to poverty, and disproportionately affect vulnerable communities that
lack basic WASH (water, sanitation, and hygiene) services. Universal access to WASH is essential
for improving nutrition, health service delivery, social well-being, and economic productivity.
Moreover, water stress (scarcity) is linked to hunger, food insecurity, and economic development,
and can increase competition and potential conflict among users.
SDG 6 illustrates that sustainable development, public health, and responsible corporate water
management are closely linked. Companies are expected to play a role in objectives relating to,
water quality, freshwater supply, sanitation and hygiene, and capacity-building. They must be
aware of the impacts that their activities can have on access to water, health, and socioeconomic
development. To measure progress and ultimately the engagement impact, a set of Key
Performance Indicators (KPIs) is applied to our company dialogues. The assessment framework
of water governance, risk and opportunity management, water quantity, water quality, integrated
water resources management, and public water management is aligned with SDG6 and draws
from Sustainalytics’ previous experiences of engaging on water. There is a strong emphasis on
contextual and site-level aspects across the KPIs, and we also promote science-based targets
where appropriate. Without an appropriate supply of water and sanitation, human health is at
risk, fundamental societal functions cannot be fulfilled, and development is likely to stall.
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How Sustainalytics has worked with other stakeholders to promote continued
improvement of the functioning of financial markets
Sustainalytics prides itself on actively participating in shaping public policy for better ESG industry
standards, which is especially relevant at the EU level with the EU Action Plan. Some examples of the UK
consultations/conversations we have responded to include The UK Corporate Governance Code’s
proposed revision and the UK Department for Business, Energy and Industrial Strategy’s Corporate
Governance Reform Green Paper. We also collaborate regularly with the Morningstar Policy Team to
contribute to consultations on both mandatory and voluntary regulatory initiatives that could potentially
have an impact on financial market participants, e.g., U.S. SEC’s new proposed climate disclosure rules.
Through our Blog, thought leadership reports, and events, we work to help increase understanding of the
field of ESG investing and sustainable finance, thereby working to improve the functioning of financial
markets.
Our publicly available ESG Risk Ratings also enable companies and investors to consider the most
important ESG risks to enterprise value. With such knowledge, companies and investors are potentially
empowered to take actions to mitigate such risks, ultimately benefiting the environment and broader
society, as well as shareholders. Our ESG Risk Ratings therefore enable actions which benefit a broad
variety of stakeholders over the long term.
In the context of Stewardship Services, our Engagement efforts are truly collaborative, bringing together
likeminded investors across markets, investor types, and asset classes. We conduct our engagement on
behalf of more than 100 clients globally totalling more than EUR2.5 trillion in assets under engagement
(AUE). Throughout our engagement work, we identify suitable opportunities to collaborate with investors
and wider initiatives to place important ESG topics onto corporate agendas and to further responsible
investment best practices.

Sustainalytics’ role in relevant industry initiatives
Investor networks and collaborations:
Sustainalytics is a member of numerous local and global networks and is a founding member of various
national SIFs (Social Investment Forum). This allows us to broaden our network, keep abreast of trends
and developments, as well as set and influence global investor dialogues. Amongst others, we actively
participate in:
• UN Principles for Responsible Investment (PRI)
• Climate Action 100+
• International Corporate Governance Network (ICGN)
• Investors for a Just Transition
• UN Global Compact Principles
• Responsible Investment Association (RIA)
• Council of Institutional Investors (CII)
• Ceres Local sustainable finance forums:
• Swiss Sustainable Finance Forum (SSF)

21

© Sustainalytics 2022

•
•
•
•

Eurosif (Europe)
Forum Nathalie Geld anlage (FNG)
UKSIF
USSIF

Extent of Sustainalytics’ contribution and assessment of effectiveness in identifying and
responding to systemic risks and promoting well-functioning financial markets
Examples of Sustainalytics-Led Collaborative Initiatives
Initiative

Motivation

Brief description

Outcome

Investor statements Living Income and Living
Wages.

When needed to advance
or escalate engagements.

Sustainalytics authored an investor statement on
living income and living wages. It was signed by
almost 40 institutional investors globally, with a
combined AUM of 2.4 trillion USD. In April 2020,
the letter was sent to 40+ food and beverage and
food retailing companies globally. Besides clients,
we reached out to the PRI, the Investor Alliance
for Human Rights, and the ICCR, to get additional
support in our engagement endeavours.

Bi-lateral dialogues with
companies, together with
investors and good practice
webinar on how to build
corporate living income
roadmaps have followed the
letter. A continued momentum
on the topic in the private
sector, with more concrete
actions and initiatives
implemented and others
emerging.

Stakeholder roundtable
– Child Labour in Cocoa,
Science-based Climate
Targets, Plastics and
Circular Economy,
Agricultural Supply
Chains

Issues-focused
discussions bringing
stakeholders to the table.

Sustainalytics has organised several roundtables
on, among other things, solutions to child labour
in cocoa, corporate actions aligned with sciencebased climate targets, plastic and circular
economy disclosure, solutions to labour rights
issues in European agricultural supply chains.
Sustainalytics also participates in roundtables
organised by investor clients.

Lots of interest from companies
and investors in roundtables,
providing opportunities to
deepen dialogues on systemic
issues and create networks for
peer and expert collaboration
and learning.

Living Income and IDH -- The Sustainable Trade Initiative
Living Income is a crucial consideration for leading companies across various sectors that span the
agricultural and food supply chain are increasingly committed to Living Income standards for workers.
Since the 4th quarter of 2021, Sustainalytics has collaborated with IDH, The Sustainable Trade Initiative—
a foundation working with businesses, financiers, governments and civil society to realize sustainable
trade in global value chains—to coordinate an endorsement of the organizations’ living income and living
wage roadmaps. Coordinated by Sustainalytics, we brought together 45 global investors representing
more than EUR 6.3 trillion in AUM to publicly disclose their support of the IDH living income and living
wages roadmaps. The roadmaps demonstrate concrete actions companies can take to address the issues
in their supply chains.
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The endorsement follows a previous investor statement—also led by Sustainalytics—sent in 2020 by 37
investors to food & beverage and food retailing companies. This investor statement called on companies
to develop a roadmap on living income and living wages. Over the past two years, Sustainalytics has
worked closely with IDH to actively promote the importance of the living income and wage topic and has
raised investor awareness of labour rights issues through our initiatives. Find more information in the
Sustainalytics’ blog on corporate developments in the living income space and how investor may
collaborate to drive further progress in the area.
Industry Roundtables - 2021
In 2021, we organized a roundtable discussing corporate culture with leading global banks to dive into
topics such as corporate governance, how corporate culture influences company performance and
companies’ approaches to deal with various ethical issues. Our discussions with companies show that
corporate culture can have a dominant effect and influence behaviour over and beyond stated company
policies and programs. We have seen an increase in the number of banks who are investing in their
corporate cultures with an aim to shape and define their values and identities in the past five years more
purposefully. Overall, it is encouraging that corporate culture is increasingly not just a “nice to have”
among global banks but is an important instrument in effecting change, defining values, and ultimately
shaping corporate identities towards being a force for good. We summarized our observation and
different company’s approach in the blog.
Examples of Sustainalytics’ current collaborations

Supporting the global initiative for a just transition
As part of the “Investors for a Just transition” coalition, we leverage our industry-renowned ESG research,
ratings, and data, and Sustainalytics’ Stewardship team supports the Coalition by sharing insights and
engagement best practices with the objective to collaborate and report on an engagement framework
with sector-specific KPIs.
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The Coalition for a Just Transition came together to lead a global, socially-conscious transition to a lowcarbon economy, bringing together European and international players. The Coalition is focused on
making sure stakeholders across sectors are included in this critical transition process. It believes the
financial sector has a role in this process by fully integrating social considerations into its funding policies
Sustainalytics’ Stewardship team consults with coalition members on strategies and approaches needed
to accelerate the transition to a just, low-carbon economy. Including:
• Leveraging subject matter expertise and extensive experience to guide each stream lead and lead
investors in agenda development,
• Developing strategies to move stalled engagements forward, and
• Making large-scale progress, reporting guidelines, and facilitating collaboration between
investors and companies.
We continue to address systemic ESG risks, such as human rights and labour standards, leveraging a strong
track record working with industry associations and government agencies. These include: the
International Cocoa Organisation and the World Cocoa Foundation on the eradication of child labour; The
International Council on Mining and Metals on addressing human rights and environmental issues in the
mining sector; the Living Income Community in Practice on addressing root causes to labour rights risks
and impacts in food and agricultural supply chains; and continuous knowledge sharing with Shift, a leading
centre of expertise on the UN Guiding Principles on Business and Human Rights.
We have seen an increasing need for public policy engagement and have a dedicated team focusing on
public policy and formulating official responses. Efforts are led by Morningstar’s Public Policy team based
in London and Washington DC. Furthermore, Sustainalytics has set up a Public Policy Committee to
support Morningstar’s Public Policy team on public consultations that have an important ESG dimension.
Sustainalytics monitors regulatory market changes and developments, including relevant government
white papers that may change the parameters of pension fund investments. For example, at the EU level,
we monitor further developments following the European Commissioner for Justice’s announcement that
the Commission commits to introducing rules for mandatory corporate environmental and human rights
due diligence.
As discussed in sections 1.3 and 2.1, Sustainalytics assures the effectiveness of our client-focused activities
through various channels of client feedback.
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5 Principle 5. Signatories support clients’ integration of stewardship and investment,
considering, material environmental, social and governance issues, and communicating what
activities they have undertaken.
Client Base Breakdown
Sustainalytics supports hundreds of the world’s foremost investors who incorporate ESG and corporate
governance insights into their investment processes. We work with asset managers and asset owners,
large and small, as well as banks, foundations, family offices, wealth managers and other types of market
participants.
On behalf of more than 100 stewardship clients, Sustainalytics represents more than EUR 2.5 trillion in
assets under engagement. Through these assets, Sustainalytics offers a significant global investor
footprint resulting in meaningful action. As such, we have a very significant shareholder group supporting
and endorsing our engagements.
Most of our stewardship clients are institutional investors and currently divided evenly between asset
owners and asset managers. The size and geographical footprint of our clients in terms of their AuM differ,
meaning that our Engagement services act as an overlay across, for example, large, global portfolios of
thousands of holdings as well as to high conviction strategies with specific regional exposures. Most of
our client are based is Europe, along with clients based in APAC and North America.
For reasons of confidentiality, we can only share information on our clients’ asset size at an aggregate
level:
•

Over 1,000 Sustainalytics investor clients

•

Over 700 Sustainability Bond Second Party Opinions delivered85+ pure Engagement clients with
a balance of asset owners and asset managers

•

100+ pure Engagement clients balanced between asset owners and asset managers

•

More than EUR 2.5 trillion in Assets under Engagement

•

Assets under Engagement include equity and fixed income holdings, more than half is attributed
to equity securities.

How Sustainalytics’ Services Support Clients’ Stewardship
Sustainalytics has developed a comprehensive understanding of trends and best practices in responsible
investment. In addition, we have a solid process to assist investors in integrating ESG considerations into
their investment policies and strategies across the investment value chain. With the acquisition of GES
International in January 2019, Sustainalytics is a one stop shop provider of responsible investment
services, assisting investors across the entire responsible investing spectrum. This is from both a pre- and
post-investment perspective and with regards to norms-based and exclusionary screenings, ESG
integration, positive approaches, and active ownership.
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Sustainalytics helps investors manage reputational risk and increase corporate accountability through
proactive, professional, and constructive engagement. We offer a suite of Stewardship Services which can
be used independently, or in combination to best support our clients’ stewardship responsibility:
1.
2.
3.
4.
5.

Global Standards Engagement
Thematic Engagement
Material Risk Engagement
ESG Voting Policy Overlay
Engagement 360

Each of these are outlined below in more detail.
1. Global Standards Engagement
Global Standards Engagement targets companies that violate international standards, such as
United Nation's Global Compact Principles and OECD Guidelines for Multinationals.
•
•
•
•

Global Standards Engagement helps investors to comply with regulation and/or industry
standards by addressing ESG issues that arise in portfolio companies.
In collaboration with our investor clients, we engage with companies that severely and
systematically violate international standards, such as the UN Global Compact Principles
and the OECD Guidelines for Multinationals.
The aim is not only to resolve the incident, but also to improve the company's future ESG
performance and risk management to ensure incidents do not occur again.
The engagement enables investors to manage corporate reputational risks and
demonstrate investor action on issues with severe environmental or social consequences.

2. Thematic Engagement
Thematic Engagement proactively addresses systemic ESG risks and opportunities which enables
investors to align their interests in addressing specific issues ranging from climate and child labour
to biodiversity and human capital management.
•
•
•
•

Thematic engagements are driven by client demand and focus on material issues and
themes.
Investors can create positive outcomes aligned to key values while also creating long-term
investment value for their clients.
The engagement enables investors to tell positive impact stories and increase their
corporate accountability through proactive engagement.
Themes are closely aligned with the Sustainable Development Goals and aim to address
root causes and influence systemic change to mitigate ESG risk and capitalize on
opportunities.
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3. Material Risk Engagement
Material Risk Engagement promotes and protects long-term value by engaging with high-risk
companies on financially-material ESG issues.
•
•
•
•

It helps investors promote and protect their long-term value by engaging with high-risk
companies on financially material ESG issues.
It provides an engagement overlay to Sustainalytics’ flagship ESG Risk Ratings, engaging
with companies that have a high or severe ESG Risk Ratings score.
The aim is to create awareness of material ESG issues and address the company’s
management gaps so it improves its ESG performance and risk management.
The engagement process focuses on driving change with constructive and consistent
interactions, setting out clearly defined change objectives and evaluating progress.

4. ESG Voting Policy Overlay Service
Sustainalytics’ ESG Voting Policy Overlay complements a traditional corporate governance policy
by supplementing it with ESG-aligned voting guidance. Our holistic proxy voting and engagement
strategy helps our clients to connect their stewardship actions with real world impacts.
•
•
•
•
•

The ESG Voting Policy Overlay Service monitors AGM agendas to identify strategically
significant votes with high ESG leverage for investors.
It offers well-researched recommendations that can be combined with investors’ own
policies or with those of a third-party policy and provider to round-out an intentional ESG
investment strategy
Voting recommendations are grouped into two broad strategies: ESG-themed and
escalation vote recommendations.
ESG-themed recommendations are triggered by ballot measures that directly reference
environmental and social risks and opportunities covered by our ESG Principles and may
be proposed by either shareholders or the company itself.
Escalation vote recommendations are triggered by company-specific risk considerations
identified via:
o
o
o

engagement signals based on Sustainalytics’ ongoing and historical engagements
with companies,
research signals based on Sustainalytics’ ESG Risk Rating indicators mapping to
priority investor themes, and
net zero climate governance signals based on an examination of climate targets,
climate-linked performance metrics and incentive pay practices at large fossil fuel
companies.
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5. Engagement 360
Engagement 360 is a holistic engagement offering that brings together all of Sustainalytics’
engagement to address ESG risks as well as to create positive social and environmental outcomes.
•

It aims to help investors promote and protect long-term shareholder value through
consistent engagement outcomes ensuring investors have access to any ongoing
engagement with their investee companies.

Additionally, we support clients in communicating their stewardship and investment activities through
our reporting services. More information relating to our reporting is provided in response to Principle 6
(How Sustainalytics ensures reporting is fair and balanced), including the methods and frequency of
communication with clients.

How Sustainalytics’ services integrate consideration of ESG within stewardship and
investment
Investors can access our services either individually (e.g., Thematic Engagement; Material Risk
Engagement) or via a holistic bundle via Engagement 360. Regardless of how investors choose to partner
with us, our services are designed to support ESG integration and strategy support at every stage of the
investment value chain. As a proxy for stewardship services, in totality Engagement 360 covers 32%
Environmental engagements, 40% Social and 28% Governance-related, with approximately 16% of
engagements addressing overlapping areas. Each of Sustainalytics Stewardship Services incorporate and
approach environmental, social and governance factors in different ways.
•

Risk-focused, Material Risk Engagement serves as an overlay to Sustainalytics’ ESG Risk Ratings. This
engagement focuses on the most relevant Material ESG Indicators (MEI) for each company. The MEIs
are divided equally into E, S and G categories.

•

Impact driven, Thematic Engagement helps investors to proactively address specific ESG themes
within their portfolio companies, ranging from biodiversity to modern slavery and the board. The
themes are driven by client demand and focus on material and/or impact related issues and themes.
In the selection, we strive for a balance between the E, S and G topics by having more or less the
same number in each category.

•

Norms focused compliance, Global Standards Engagement serves as an overlay to Sustainalytics’
Global Standards Screening and has a strong ESG link to engage companies involved in severe or
systematic violations of international standards. The engagement cases focus on E, S and G and the
distribution varies according to the identified breaches. The case breakdown for 2021 was approx.
16% Environmental, 56% social (human rights, labour rights) and 28% Governance (business ethics).

•

Aligning Engagement and Voting, the ESG Voting Policy Overlay provides investors with
recommendations to supplement a traditional corporate governance policy with voting guidance
that considers Environmental, Social and Governance factors. In 2021, 94% of the
recommendations provided equally related to Environmental and Social shareholder-sponsored
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resolutions or management proposals the balance related to the Governance of Environmental and
Social votes.
Our services are designed in consideration of market conditions and informed by our extensive experience
engaging companies on ESG topics. We take a partnership approach to engagement to ensure our
engagements are impactful—we work closely with our clients to leverage our combined influence.

How Sustainalytics includes clients’ views, feedback, and rationale for their chosen
approach for engagement
Sustainalytics’ clients can have a strong influence on our innovation agenda, both in terms of the breadth
and depth of the services that we provide. In new product launches, Sustainalytics often runs beta
versions that key clients are asked to provide feedback on.
Specifically, as it relates to stewardship services, clients are regularly invited to contribute with input and
ideas during client consultations. For example, when GES International joined Sustainalytics, we invited
clients to discuss the transitioning of our two norm-based methodologies into one new research and
engagement service. Also, clients are invited to respond to our annual thematic engagement survey,
allowing us to determine priorities. For example, this year’s survey showed a very clear prioritisation of
Biodiversity and Human Rights, resulting in us developing new programs to support these topics. Through
the selection of themes, clients can also influence or choose which companies to engage with by weighing
in on our company prioritisations.
Sustainalytics’ Engagement is truly collaborative and transparent in that we offer extensive client
participation to join meetings, conference calls and trips. As such, clients stay informed throughout and
can join engagement activities to influence discussions by actively contributing to the dialogue and
meeting agenda. Clients also have direct access to the Engagement Managers and can set up calls to
discuss cases and stay fully informed about progress.
We welcome client feedback at any time and schedule regular client meetings to cover client-specific
questions and developments, product updates, new engagement initiatives and other product related
topics. At the outset of a client assignment, our client servicing team will discuss with the client its
preferred structure of providing feedback and will set out the client meeting schedule for the coming year.
Furthermore, we acknowledge clients’ increasing reporting needs, including access to engagement
dialogues and statistics. As we continue to expand our engagement offering, so too will we expand on
matters relating to ease of access to timely reporting that is aligned to client needs.
Our collaborative approach means that we work closely with clients throughout the engagement
process, encourage client suggestions and consider specific requests.
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Methods & Frequency of Communications with clients
In addition to the ongoing interaction between clients and the Client Service Team, clients receive regular
updates on all our Engagement work. The Weekly Engagement Briefing contains a calendar with upcoming
engagement meetings, invitations to join collaborations and initiatives, and relevant product updates. In
addition, we issue Alerts with important developments such as significant turn of events in high-profile
cases and commentary on newly resolved cases.
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Online platform: Global Access
Through our online research and engagement platform, Global Access, clients have access to all ongoing
engagement work and can follow progress, response, case developments, upcoming meeting schedules
and much more.
Engagement reporting
Clients receive extensive engagement reporting in the form of quarterly, biannual, and annual reports
that provide an overview of all engagement activities, milestone progress, and developments.

The Annual Engagement Report includes an
overview of the number of engagement cases
worked on during the year and their regional
and topical distribution.
To provide further transparency into our
engagement activities, clients receive a
breakdown of engagement progress including
the number of resolved, archived, and
disengaged engagements.
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Thought leadership
We regularly organise client events such as
webinars and panel discussions and we regularly
publish thought leadership pieces which provide
ESG insights and sector expertise.

How Sustainalytics ensures effectiveness of chosen methods for communicating with
clients and understanding their needs, and how we evaluate their effectiveness.
We communicate extensively with clients and involve them throughout the engagement process.
Understanding that clients can, at times, be inundated with emails and communications, we strive to
deliver high value content in the most effective and convenient ways, whether that be through client
meetings, conference calls or email exchanges. To ensure communication effectiveness, we often involve
clients in consultation and ask them to rate our communications format, content, and frequency, and
based on that feedback we amend our communications regularly.

6 Principle 6. Signatories review their policies and assure their processes.
Sustainalytics reviews policies and activities to ensure they support clients’ effective
stewardship
Policies are reviewed and updated when either required by law or generated by a business need. Reviews
of the policies are undertaken on a regular base, usually once a year.
Sustainalytics has a Compliance function which is monitoring compliance related developments and leads
compliance-related policy development or updates. Compliance policies are reviewed at the senior
management level and progress on their implementation is monitored by the Compliance Function.
Once policies are approved at senior-level, dedicated training sessions and information campaigns are
rolled-out to all or relevant employees, and further enforcement process is ensured via operational
procedures at the team level.
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Assurance of engagement effectiveness
Sustainalytics has developed various ways for monitoring the activity of engagement cases and has
implemented several measures and processes to ensure effectiveness as well as progress at all times. This
includes:
•

Strong human capital and good technical resources.

•

Well-described engagement processes, as well as robust training programmes including periodic
refresher sessions. Among other things, they provide clear guidelines on the individual steps in the
engagement process and stipulate requirements for information update and review.

•

Specific quality control measures:
•

On a regular basis, individual engagement managers receive notifications of required actions
and deadlines. These notifications help engagement managers to ensure that all cases are
maintained in line with requirements at all times.

•

Product managers and group leaders perform regular quality checks on all cases, allowing
prompt identification of any gaps, errors or other issues.

•

Quarterly case reviews are conducted by all engagement managers.

•

Case management: engagement managers are organised into industry groups, which hold regular
meetings to discuss various group issues, as well as for knowledge-sharing purposes.

•

Numerous elements of the quality assurance process foster cooperation and knowledge sharing (e.g.,
double- and cross-checks, roundtable discussions, cooperation with Sustainalytics’ Research teams,
etc.).

Furthermore, we disclose all underlying sources to our research and provide full transparency and access
to engagement managers, activities, and dialogues. Quality is vital to our credibility and to building trust
among clients.

How Sustainalytics assures activities that support clients’ stewardship and the rationale
for selection of these activities
As outlined in section 5.4, Sustainalytics’ clients can have a strong influence on our innovation agenda,
both in terms of the breadth and depth of the services that we provide. In new product launches,
Sustainalytics often runs beta versions that key clients are asked to provide feedback on.
•

•

Overall, Sustainalytics takes a collaborative and partnership approach to stewardship. We work
closely with our clients and the companies we engage with to incorporate their feedback and
perspectives into our strategies and processes. Our dialogues are never one-way.
In May and November of each year, we hold a semi-annual release cycle which serves as a formal
forum for us to integrate client and company feedback into to our engagement programs and
reporting.
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•

•

We leverage client and company feedback to inform our product development. Most recently,
we fed our client feedback into the development of our Engagement 360 services as well as for
our ESG Voting Policy Overlay.
Sustainalytics Stewardship Services actively monitors the regulatory and governance
developments that arise across the geographies in which we operate. We integrate these
developments into our product development cycle to ensure we are meeting the needs of our
global client base.

Specifically, as it relates to our Stewardship Services, clients are regularly invited to contribute with input
and ideas during client consultations. For example, when GES International joined Sustainalytics, we
invited clients to discuss the transitioning of our two norm-based methodologies into one new product.
Also, clients are invited to respond to our thematic engagement survey annually, allowing us to determine
priorities. For example, this year’s survey showed a very clear prioritisation of both biodiversity and
human rights, resulting in us building engagement programs to support investors on these topics. Through
the selection of themes, clients can also influence or choose which companies to engage with by weighing
in on our company prioritisations. Furthermore, we acknowledge clients’ increasing reporting needs,
including access to engagement dialogues and statistics. As we continue to expand our engagement
offering, so too will we expand on matters relating to ease of access to - and timely – reporting in line
with client needs.

How Sustainalytics Ensures Reporting is Understandable and Appropriate to Clients’
needs
Clients use our engagement reporting in a variety of ways including in quarterly and annual ESG reports,
investment committee meetings, and sales activities. Sustainalytics offers clients full transparency and
disclosure of all engagement communication and reporting. This involves extensive engagement reporting
through various channels to allow investors to select the most appropriate format for their own
understanding and reporting. These are:
1.

Sustainalytics online platform: Global Access

2.

Standardised reports

3.

Automated, custom and on-demand reporting

4.

Through externally facing communications and collaborations

More information regarding how we ensure this reporting is fair, balanced and understandable is provided
for each format below.
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1. Global Access Online Platform

Clients can log onto Global Access, our online platform which provides access to all underlying
engagement information and research, including news flow. Access is enabled via personal logins and the
contents are updated continuously, as case developments take place. The platform provides access to a
variety of reports and research, including detailed engagement case profiles outlining, for example, the
dialogue, statistics, progress, and email exchanges with companies and other sources.
Global Access also provides direct access to subject matter experts (Sustainalytics’ Engagement
Managers) and relevant engagement information, including meeting minutes and transcripts enabling
client’s full transparency to company dialogue.

2. Standardised Reports

Standardised reports are tailored to each of Sustainalytics’ Stewardship Services:
•

•

Global Standards Engagement
o

Quarterly Engagement Reports highlighting major engagement developments and case
summaries.

o

Annual Engagement Reports summarising annual activities and developments, including
statistics, performance summary and milestone achievement. Please see question 5.5 for
reporting examples.

Thematic Engagement:
o

Baseline report describing the relevant problematics, engagement objectives & plan, and an
assessment of all target companies against the KPIs prior to the commencement of the
engagement.

o

Biannual update reports outlining the developments in the previous six months and
summarising the engagement status and progress of each company along with an updated KPI
assessment table.

o

Final report analysing the findings and results on the theme and company level.
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Thematic Engagement progress is assessed and
reported on by measuring individual
companies’ KPI performance from the start of
the engagement period until the final report.
These overviews provide high-level information
to meet client reporting needs. Reports are
followed up with webinars and individual client
meetings to discuss key outcomes and
conclusions.

Clients receive detailed ESG indicator
breakdowns in easy-to-read graphs
and summaries showing individual
companies’ progress towards the
overall engagement objectives.
For example, in this table, the indicator
breakdown shows that one of the
companies progressed from 10
(baseline score) to a final score of 19.5
after the three-year engagement
period. It also shows that the company
performed best on KPI 1 and 2 (human
rights and labour rights).
•

Material Risk Engagement:
o

Quarterly Report highlights key statistics, engagement activities and results in the previous
quarter.

o

Annual Reports, include annual statistics and overview of the engagement activities and results
tracking of positive engagement cases/developments in the universe, and flagging of companies
with poor response and/or poor progress in the universe. These reports include in-depth
analysis of meta themes in the program such as climate or Gender Diversity in Japan.

•

ESG Voting Policy Overlay
o

Quarterly summary provides highlights of voting recommendations in the quarter

o

Biannual reports include annual statistics and overview of the previous AGM season or an
outlook for the coming tracking result and vote outcomes and providing analysis of key meta
themes and trends.
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3. Automated, custom and on-demand reporting
Any requests regarding automated, custom, and on-demand reporting are discussed with investors at the
onset of an assignment. Sales and client advisory colleagues work with clients to ensure a suitable delivery
solution(s) and timelines.

4. Externally facing communications
•

Blogs: Engagement team members regularly contribute to Sustainalytics’ blog regarding their areas
of expertise and/or specific TE themes.

•

Reports and White papers: The engagement team may issue reports or guidance on a certain topic,
usually in cooperation with clients or other organisations (e.g., water benchmarking with AP7 and
investor guidance with UNICEF). These are usually coupled with a webinar announcing the report and
additional events to a broader audience e.g., through PRI or national SIFs/equivalents.

How Sustainalytics ensures reporting is fair and balanced
We always strive for the highest quality standards in everything we
do. We believe our approach is unique given that we focus on
transparency when it comes to reporting, so our clients have full
insight into our engagement dialogues and activities. We thereby
adhere to our own quality standards that are based on the pillars of
independence and transparency.
Prior to posting meeting minutes and transcripts on Global Access, we
provide companies with the opportunity to approve them before they
get published. This allows us to correct any potential
miscommunication, to supplement transcripts with further
information, and ensure reporting is both balanced and fair by
including the engagement company’s viewpoints. Furthermore,
throughout the engagement process, we seek input from stakeholders
such as NGOs, trade unions, and government agencies, thus providing
a balanced viewpoint to clients.

When assessing contentious
incidents or issues, we take a
balanced approach by
reaching out to different
stakeholders seeking their
views and input during the
engagement process.
As an example, when
engaging with Rio Tinto
regarding the destruction of
ancient caves on the land of
Aboriginal peoples, we sought
and shared with clients the
view of different NGOs and
local community
representatives.

As mentioned above, all reports published by the Stewardship team follow both internal and external
assurance diligently.
In addition, Sustainalytics’ screening research team and controversial event research team have strict
rules to only consider publicly available information from trust-worthy media sources. We carefully verify
the veracity of the information and only approve to disclose our research once we’ve triangulated the
information is accurate and timely.
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All our engagements follow our engagement methodology. We assess each case’s progress and response
using a 5 point-scale: none, poor, standard, good, excellent. The same measurement is applied across our
engagement products and functions as a basic reporting point for clients. Each engagement product also
has its solid measurement established, such as milestones, KPI, and so on, so that we can report on the
company’s progress towards our engagement objectives in more systematic approaches. The
measurement rules are set consistently across the same engagement product, so we can guarantee a fair
and just assessment and unbiased reporting for all engage cases. We also have group meetings for
engagement managers to discuss case approaches, encourage peer reviews and brainstorm mutual
solutions.
If an engage company is interested, we can share the case profile with them so they can provide feedback.
Also, all our quarterly engagement reports are publicly available, so companies can review and provide
their thoughts about our assessment. Sustainalytics also has an issuer relation team to act as a forum to
receive issuer feedback regarding our research and reporting and to coordinate feedback across
Sustainalytics’ other research teams.
Copyright ©2022 Sustainalytics. All rights reserved.

The information, methodologies, data, and opinions contained or reflected herein are proprietary of Sustainalytics
and/or content providers, intended for internal, non-commercial use and may not be copied, distributed, or used
in any other way, including via citation, unless otherwise explicitly agreed in writing.
They are provided for informational purposes only and (1) do not constitute an endorsement of any product or
project; (2) do not constitute investment advice, nor represent an expert opinion or negative assurance letter; (3)
are not part of any offering and do not constitute an offer or indication to buy or sell securities, to select a project
or make any kind of business transactions; (4) are not an assessment of the issuer’s economic performance,
financial obligations nor of its creditworthiness; (5) are not a substitute for a professional advise; (6) past
performance is no guarantee of future results; (7) have not been submitted to, nor received approval from, any
relevant regulatory bodies.
These are based on information made available by third parties, subject to continuous change and therefore are
not warranted as to their merchantability, completeness, accuracy, up-to-datedness, or fitness for a particular
purpose. The information and data are provided “as is” and reflects Sustainalytics’ opinion at the date of its
elaboration and publication.
Sustainalytics nor any of its content providers accept any liability for damage arising from the use of the
information, data or opinions contained herein, or from the use of information resulting from the application of
the methodology, in any manner whatsoever, except where explicitly required by law.
Any reference to content providers names is for appropriate acknowledgement of their ownership and does not
constitute a sponsorship or endorsement by such owner. A list of our content providers and their respective terms
of use is available on our website. For more information visit http://www.sustainalytics.com/legal-disclaimers
Sustainalytics may receive compensation for its ratings, opinions, and other deliverables, from, among others,
issuers, insurers, guarantors and/or underwriters of debt securities, or investors, via different business units.
Sustainalytics has put in place adequate measure to safeguard the objectivity and independence of its opinions.
For more information visit Governance Documents or contact compliance@sustainalytics.com.
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