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FOREWORD

Euan Munro
Chief executive officer

In my first year as CEO of Newton, markets have had to navigate a number of
major forces of change, from the continuing impact of the Covid-19 pandemic,
to the shift in monetary-policy conditions across major economies, to the
continuing trend towards ‘deglobalisation’.
Heading into 2022, the backdrop has become only more unpredictable,
as Russia’s invasion of Ukraine, as well as having a horrifying human cost,
is set to have far-reaching implications for global markets.
The changes which investors are facing today require careful thought
about how to identify investment opportunities and risks and build
investment portfolios. I believe that it is in times like these when an
approach of taking the widest possible perspective in investment research,
and maintaining the ability to be highly flexible, should help us to
continue to create meaningful progress for our clients.
In 2021 Newton itself underwent a
major transformation, with the
integration of the equity and multi-asset
capabilities from a US affiliate, Mellon
Investments Corporation. As a result,
since 1 September 2021 the Newton
Investment Management group has
comprised two companies: Newton
Investment Management Ltd (NIM),
registered in the UK, and Newton
Investment Management North America
LLC (NIMNA), registered in the US.
The combination of the two businesses
has significantly enhanced our skillsets,
our research capabilities and our global
footprint. These enhancements have
helped us build a platform on which
we believe the enlarged Newton group
can become a world leader in delivering
strong investment outcomes to clients
via its active, thematic and engaged
approach – an investment manager fit
for navigating these changing times.
Continuing the subject of change,
we have seen the regulatory
environment shift on sustainable
investing and the consideration of
environmental, social and governance
factors in investments.

“

Responsibly managed
companies are better placed to
achieve competitive advantage
over the long term and provide
strong long-term growth.

”

Our clients’ expectations are ever
evolving on these topics and we are
increasingly being asked to consider
a company’s impact on all stakeholders
in our analysis. This direction of travel
aligns with our long-standing
investment philosophy: that responsibly
managed companies are better placed
to achieve competitive advantage over
the long term and provide strong
long-term growth.

However, we believe our role as an
active investor does not stop with
dialogue with companies; we also play
an active role in the development of
best practices, standards and regulations
as we believe this will enhance the
rights of investors and wider stakeholder
groups. I am proud to say that at Newton,
this engagement – our stewardship –
has been rooted in our history.
This strong heritage of engaged
ownership continues today, as outlined
in this report, evolving with the
landscape, our clients, and the
expectations they place on us as their
asset manager.
Our stewardship activities are integral
to our ability to help our clients navigate
the changes in the investment
landscape and achieve strong
investment outcomes.

As an active investor, dialogue with
company management and boards,
as well as key decision-makers in other
asset classes, is crucial to our ability to
choose the right investments for our
clients. This includes engagement
on environmental, social and
governance issues.

Your capital may be at risk. The value of investments and the income from them can fall as well as rise
and investors may not get back the original amount invested.
Responsible investment and stewardship 2021 annual report
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Our purpose at Newton is – and has been since our
founding in 1978 – to improve people’s lives through active,
thematic and engaged investment which allows our clients
to meet their retirement and savings objectives, and
helps foster a healthy and vibrant world for all.

As investors, we have the opportunity
to help bring about a better world –
by allocating capital to where it can be productively used for the benefit
of all stakeholders, and by promoting a long-term savings culture that
helps to underpin the financial security of individuals.
We believe that this wide remit is inseparable from the generation of
investment performance across our diverse range of strategies.
Investing with purpose means that we invest and behave responsibly,
and act as active, engaged owners of financial assets in a manner that
meets our responsibilities to our clients and society as a whole.

4
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“

Our thematic investment approach helps us to achieve
long-term perspective, alerting the members of our
investment team to the new opportunities that change
creates, and helping to identify the emerging risks.

Our investment process and the
development of our thematic thinking
(although inherently long-term in nature)
is something that evolves constantly as
we debate the investment landscape.
We are continually looking for ways to
develop our thematic oversight further.
Our aim is to ensure that there
continues to be a wide range of
perspectives involved in the monitoring
and development of our investment
themes and that our investment process
continues to be collegial.

“

Our ‘purposeful ownership’
approach, centred on a global
perspective through proprietary
global research, entails
understanding the mosaic (the
full picture) of each investment
prospect we assess.

”

Our ‘purposeful ownership’ approach,
centred on a global perspective through
proprietary global research, entails
understanding the mosaic (the full
picture) of each investment prospect
we assess, taking a wide perspective on
the investment landscape, and being
accountable for the decisions we make.
In-house research analysts are at the
core of our investment process.
Our research platform blends thematic,
fundamental, macroeconomic,
geopolitical, environmental, social and
governance (ESG)-focused, regional,
quantitative and investigative research
to give us a comprehensive perspective
on the investment landscape and to
promote better-informed investment
decisions.

”

£105.5BN

Our responsible investment process
is founded on three pillars:

Assets under management for the
Newton group, as at 31 December 2021

• In-depth ESG security analysis.
• Active company engagement.
• Active proxy voting.

Our sole focus is to manage the assets
of our clients based around the world,
including pension funds, corporations,
charities and, via our parent company
(BNY Mellon), individuals. We work
in partnership with our clients to build
investment strategies designed to deliver
their desired investment outcomes.

More recently, our focus on responsible
investment has naturally evolved into
the development of a range of
sustainable and thematic strategies,
which allow clients to invest in strategies
that take fuller account of societal and
environmental considerations as they
seek to meet their financial goals.

As at 31 December 2021, Newton
Investment Management Limited
managed £47.9 billion in assets. The
assets under management for the
Newton group as at 31 December 2021
were £105.5 billion.1

In this context, our thematic investment
approach helps us to achieve long-term
perspective, alerting the members of
our investment team to the new
opportunities that change creates, and
helping to identify the emerging risks
that may affect the value of investments.

We seek to invest responsibly: active
management is a dynamic process
where the aim is to navigate client
portfolios through an ever-evolving
landscape of opportunity and risk and,
in our view, integrating ESG
considerations, where relevant and
appropriate, is indispensable in achieving
perspective on certain investment
opportunities and risks and can lead to
better investment decisions.
We believe in holding a position for
long enough to allow the investment
case to play out. However, we are not
constrained by a minimum holding
time for an investment and if there is a
material change in the investment case,
we would not hesitate to exit a position.
Newton Investment Management has
been voting client shares in UK
companies since it was founded in 1978,
and globally from 2000. Since 1999,
we have been seeking to drive positive
change via engaging with companies,
and we have been conducting ESG
assessments on certain equity securities
since 2005.

Please refer to the ‘ESG integration’
section of this document for further
information on how ESG considerations
are taken into account for our strategies.
Demonstrating that we offer our clients
value for money is essential. We
supplement open and transparent
reporting of investment returns, fees and
charges with equal openness about the
environmental and social footprint of
many of our strategies,2 and we give
clarity as to how we have carried out
our voting and engagement activities.3
We have been a signatory of the
UN Principles for Responsible Investment
(PRI) since 2007, and we are ranked
A+ across all areas of the PRI’s annual
assessment. We are also a 2020
signatory to the Financial Reporting
Council’s UK Stewardship Code.

1 A
 ssets under management (AUM) relates to the combined assets managed by the Newton Investment Management group as at 31 December 2021. All AUM data is based on current figures
available as of 31 December 2021. From 1 September 2021, Newton group of companies includes Newton Investment Management Limited (NIM) and Newton Investment Management
North America LLC (NIMNA). Please see important information page for more details.
2 Where relevant and material information exists; analysis may vary depending on the type of security and strategy. Individual strategy quarterly responsible investment reports can be found on
our website www.newtonim.com
3 We publish quarterly strategy-specific responsible investment reports, which provide complete voting and engagement information as relevant to individual investment strategies.
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HOLDING OURSELVES
TO ACCOUNT
At Newton, we are conscious of the expectations we place on the entities
we invest in on behalf of our clients, and we seek to hold ourselves to
the same standards.
The way our business is governed is designed to ensure that we achieve
our commercial objectives in a responsible and sustainable manner which
is consistent with our corporate purpose, and that in doing so we act
as we expect others to act.
Further information about our governance culture and structure, and how this supports our
stewardship activities, is contained in ‘Our approach to stewardship’ on page 19.
As part of BNY Mellon, we also adhere to the BNY Mellon Code of Conduct, which provides a practical set of
principles and training that guide all our business decisions. All permanent employees must certify through
an annual attestation programme that they have read and understand all Code of Conduct provisions.
The BNY Mellon Code of Conduct can be viewed at:
https://www.bnymellon.com/us/en/investor-relations/employee-code-of-conduct.html

Governance
In order to achieve a good governance culture, it is important
that there is consistency in understanding and approach
across a business. We believe that having a thoughtful
approach to a company’s culture leads to innovative, ethical
and high-performing organisations, and it is well recognised
that a company’s culture can either hinder or propel
strategic business agendas.
Our senior management team has a responsibility to influence
the culture of the whole business and to ensure that this is
both understood and acted on at all levels of the company,
with commitment from the top.
Newton’s Board of Directors (‘the board’) is chaired by an
independent non-executive director. The board and its
committees have ultimate responsibility for Newton’s activities
and conduct. The board is typically responsible for strategy,
long-term objectives and financial performance, and for
ensuring the maintenance of a sound system of internal
controls and risk management.

The board is supported by:
•	Newton Executive Management Committee (NEMC).
The purpose of the NEMC is to ensure the effective
operational and strategic management of Newton.
Reporting to the board and the NEMC are Newton’s
four primary operating committees, which play important
and specific roles in relation to Newton’s approach
to stewardship:
•	Newton Risk and Compliance Committee,
which is supported by

Newton Conflicts of Interest Committee
•	Newton Investment Oversight Committee
•	Newton Operating Committee
•	Newton Commercial Oversight Committee,
which is supported by

The Newton Product and Commercial Committee.

6
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“

Our Responsible and Ethical Investment Oversight Group (REIOG)
meets quarterly and is Newton’s primary responsible investment
forum. The REIOG is led by our global head of sustainable
investment, an NEMC member, and can escalate matters of
concern to the Investment Oversight Committee.

”

As part of our management of risks,
we have established individual key risk
indicators (KRIs). One of these KRIs
captures explicitly any missed proxyvoting opportunities. Our diligence in
the administration and reconciliation
of proxy voting has led to zero voting
opportunities being missed
during 2021.
The Investment Oversight Committee
has important responsibilities as it
oversees the management and strategic
planning of all aspects of our investment
philosophy, process, people,
performance and risk.
Our Responsible and Ethical Investment
Oversight Group (REIOG) meets quarterly
and is Newton’s primary responsible
investment forum. The REIOG is led by
our global head of sustainable
investment, an NEMC member, and
can escalate matters of concern to the
Investment Oversight Committee. In
2021 it was expanded to further focus
on regulation, product, data and reporting
through the creation of two new
sub-groups. These were established to
reflect the increase in prominence of
responsible investment across Newton’s
business. Participants are drawn from
across the business and regular
meetings support a greater emphasis
on the governance, controls and
processes supporting the further
integration of responsible investment
across the business. During 2021, no
matters were deemed necessary
for escalation.
Membership of the REIOG includes
representation from our responsible
investment team, which has day-to-day
responsibility for establishing and
implementing our approach to
stewardship.
This deliberate governance structure
ensures there is a recognised path of
communication throughout Newton
for matters relating to stewardship.
It has also ensured that there has been
key stakeholder consultation and
acceptance of our approach to
stewardship. Moreover, our head of
responsible investment, who manages

the responsible investment team,
reports directly to our global head of
sustainable investment.
The responsible investment team has
responsibility for implementing our
approach to stewardship. Chiefly, the
activities include exercising voting rights,
engaging with investee companies,
and contributing to the public debate
surrounding ESG matters.
Implementation is not restricted to the
responsible investment team, and other
members of the investment team both
contribute to and lead on certain
activities – particularly in relation to
engagement with investee companies
or potential investments.

Specific areas of our approach to
stewardship are also subject to internal
controls and periodic compliance
monitoring. We regularly engage with
internal compliance and legal teams to
ensure our approach to stewardship
and responsible investment is aligned
with regulatory expectations. In addition,
an external auditor reviews specific
processes within our stewardship
approach.
We have refrained from seeking further
external assurance of our approach to
stewardship owing to the robustness
of our internal processes and scrutiny
by our compliance, risk and internal
audit teams.
This report has been reviewed and
approved by the NEMC.

“

Our governance structure and
systems have been designed
to ensure accountability,
responsibility and oversight
such that the interests of our
clients are respected and
represented.

”

All activities are systematically recorded
and evidenced by way of notes being
published to our central internal
database, where documents for each
engagement undertaken, rationale
for votes against management and
on all shareholder proposals, and
company-level ESG reviews are
stored and accessed alongside all
investment notes.
Our governance structure and systems
have been designed to ensure
accountability, responsibility and
oversight such that the interests of our
clients are respected and represented.
Regular reviews of our approach to
stewardship and responsible investment
give reassurance that the approach
remains fit for purpose. As a minimum,
we seek to review our internal
processes and external documentation
annually.

Compensation alignment
Our overarching view is that
responsibly managed companies are
better placed to achieve sustainable
competitive advantage and provide
strong long-term growth. This
philosophy is reflected in the annual
long-term compensation awards
granted to each Newton employee,
providing long-term alignment
across the firm.
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OUR VALUES
Seven core values guide our conduct at Newton and our relationships with
our clients and other stakeholders. We aim to be:

1

2

At all levels of our organisation,
we promote and foster a culture
of accountability, in which
employees are responsible for
achieving the outcomes we
commit to delivering for
our clients.

We welcome different perspectives
and seek to bring them together
for the benefit of our clients.

3

4

5

We encourage idea generation
and innovation to support our
clients’ evolving requirements
and adapt to changing
market conditions.

Our employees think like owners,
and are motivated to make
personal contributions to help
meet our clients’ investment
objectives.

We encourage diversity of thought,
and we are flexible in identifying
new ways to meet challenges
and achieve aspirations.

6

7

We have a clear and undistracted
goal – to deliver our clients’
desired investment outcomes.
We are highly active and engaged
in seeking to achieve that goal,
and in our wider role in society.

We act with honesty and integrity.
We seek to build long and fruitful
relationships with our clients by
transparently doing what we
say we will do.

ACCOUNTABLE

DYNAMIC

PURPOSEFUL

8

COLLABORATIVE

ENTREPRENEURIAL

TRUSTED
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OPEN-MINDED

Our employees are fundamental to the achievement of our purpose, and we are committed to treating them
with respect, dignity and fairness. We have an open and inclusive culture which supports sharing of different
opinions and perspectives, and seeks input from all levels of the organisation.
We recognise that embracing a broad
range of perspectives can improve
decision-making, cultivate innovation
and encourage better understanding of
our clients, as well as make Newton a
company that employees are proud to
work for. In this context, our chief
executive officer sponsors our Diversity,
Equity and Inclusion (DE&I) Council,
which is chaired by our global head of
investment solutions. The Council
promotes diversity of thought, background
and experience within Newton.

We support a network of affinity groups
coordinated by our parent company,
BNY Mellon, which is open to all
employees. The network includes:

to three paid days of volunteering every
year. We have a matching policy for
individual donations and fundraising.

– which promotes awareness of
the requirements of those with disabilities;

The environment and
climate change

In late 2021, a number of workstreams
were launched to support the
achievement of Newton’s refreshed
DE&I strategy, including data collection
and measurement, recruitment,
retention and mentorship, policy and
partnerships, and diversity education.

GENEDGE – which is not an affinity group

We continue to seek to improve the
racial diversity of our workforce and
close our gender pay gap via a number
of recruitment initiatives. Among these
are ensuring that final candidate slates
for all open positions in the Europe,
Middle East and Africa region are a
minimum of 50% female and/or ethnically
or racially diverse, and holding regular
unconscious bias training for staff.

We offer flexible working patterns, and
we have worked with the Diversity Project
and other investment firms to help
develop best practices to help address
the impact that the loss of performance
continuity through a leave of absence
can have on an investment career. We are
also an accredited ‘living wage’ employer.

Additionally, we participate in external
schemes which provide opportunities to
increase the diversity of our workforce.
These include a vocational trainee
programme which takes talented A-level
students from London state schools
and offers them the chance to study for
a degree alongside a full-time job
opportunity at Newton, as well as an
industry-led initiative to offer a range of
investment internships to black students
and recent graduates.

The wider community

We also sponsor a return-to-work
programme for those who have been
out of work for some time, and we have
run a successful returning-military
programme, both from which several
individuals have gone on to full-time
employment with us.

HEART

IMPACT – which brings together people

from multi-cultural backgrounds;
– which promotes an open and
supportive environment for all gay,
lesbian, bisexual and transgender
employees; and
PRISM

for any specific generation or age group
but instead improves collaboration
across generations and regions,
harnessing diversity of thought to solve
business problems.

Newton is committed to addressing
environmental and climate-related
risks and opportunities through a
comprehensive approach that
encompasses all aspects of our
business.
We welcome and support the Task Force
on Climate-related Financial Disclosures
(TCFD) recommendations, not only as
a means of gaining better transparency
on climate-related risks to investments,
but also as part of a wider movement
to limit global warming to well below
2 degrees Celsius.
This is why we became one of the first
investment management firms to
publicly disclose our environmental
impact through our first TCFD report in
November 2018. Our most recent TCFD
report for the year 2020 was published
in August 2021. The climate disclosures
made in these reports are a board
matter overseen by our chair.

We place sustainability, education and
diversity at the core of the projects we
sponsor within the wider community.
August 2021

Newton is a founding supporter of the
charity The Centre for Financial
Capability, and is a founding member
of its ground-breaking collaborative
project KickStart Money, which aims
to take financial education to almost
20,000 UK primary school children,
catalysing a movement to build a
savings culture for the future.
We also support various organisations
and activities that advance the quality of
life where our employees work and live.
Under BNY Mellon’s Community Impact
Programme, our employees are entitled

TASK FORCE ON
CLIMATE-RELATED
FINANCIAL
DISCLOSURES
REPORT 2020

Please read the important disclosure at the end of the document.

Further information is available in
our TCFD report at:
https://www.newtonim.com/info/tcfd-report
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OUR ESG
MEASURES
AND
TARGETS
The journey to net zero

In March 2021, we joined the Net Zero Asset Managers
initiative, which comprises a group of 236 asset
managers with US$57 trillion in assets under
management, who are committed to supporting the
goal of net-zero greenhouse-gas emissions by
2050 or sooner.
Our approach has utilised the guidance for financial
institutions from the Science-Based Targets initiative,
with further details to be published.

10 Responsible investment and stewardship 2021 annual report

£1.35BN 5 37.1%
of clients’ assets invested in
pure-play clean energy companies,
as at 31 December 2021

Reduction in Scope 3 emissions
in our clients' portfolios between
2017 and 2020

2.42MILLION
tCO2e

26.3%

less than benchmark

Scope 3 emissions for the portfolios
we manage for our clients

Emissions reduction

Resource conservation

Since we began tracking our
greenhouse-gas emissions in 2017 our
Scope 1 and 2 emissions have
decreased by 12%; our Scope 3
emissions from our clients’ portfolios
have also decreased, dropping by
37.1% between 2017 and 2020. This was
largely as a result of a reduction in the
weight of holdings in heavy-emitting
sectors and a reduction in exposure
to government-issued bonds from
countries with heavy greenhouse-gas
emissions.

BNY Mellon has committed to maintain
carbon neutrality in its operations
through to 2025, and has also set a
greenhouse-gas emissions reduction
target in line with a well-below
2 degrees Celsius science-based target
methodology. The goal is to reduce
Scope 1 and 2 greenhouse-gas
emissions by 20% by 2025 from a
2018 base year.

We see many investment opportunities
in renewable energy, and our investment
team has made significant investments
in the area on behalf of our clients.
As at 31 December 2020, £1.35bn of
our clients’ assets were invested in
pure-play clean energy companies.

BNY Mellon engages an
independent, third-party
organisation to verify its
greenhouse-gas emissions
and carbon neutrality
status.

We have implemented a number of
energy-efficiency projects such as
lighting control and heating, ventilation,
and air conditioning (HVAC) upgrades,
and have reduced our consumption
of single-use plastics.
BNY Mellon's 2020 Enterprise ESG
report discloses progress made towards
its 2020-2025 ESG goals, which include
a plan to further reduce the use of
water in our building operations, divert
80% of our waste from landfills, and
divert 100% of technology equipment
from landfills by 2025. We have also
worked to reduce our paper usage,
and have comprehensive paper
recycling and offset schemes
in place.

“

”

As at 31 December 2020, the Scope 3
emissions for the portfolios we manage
for our clients were 2,423,815 tonnes
of carbon dioxide equivalent (tCO2e),
which was 26.3% less than the
emissions of our reference benchmark
portfolio. Our own Scope 1 and 2
emissions equalled 51 tCO2e.

To offset Scope 1 and 3 business
travel emissions, as well as Scope 2
non-renewable electricity and steam,
BNY Mellon purchases offsets that
provide financing to projects around
the world that seek to achieve
emissions reductions and other social
and environmental benefits.

We have taken various steps to reduce
our own carbon footprint. Via our
parent company, BNY Mellon, we use
a three-part approach for achieving
carbon neutrality: reducing energy use
and related greenhouse-gas emissions;
procuring renewable electricity; and,
finally, using carbon offsets to
compensate for remaining emissions
in our footprint.

BNY Mellon engages an independent,
third-party organisation to verify its
greenhouse-gas emissions and
carbon neutrality status.

Definitions of Scopes 1, 2 and 3 of greenhouse-gas emissions
Scope 1
Direct emissions
From company-owned and controlled
resources.
Emissions released to the atmosphere as a
direct result of a set of activities, at a
firm level.

+

Scope 2
Indirect emissions
From the generation of purchased energy,
from a utility provider.
All GHG emissions released in the
atmosphere, from the consumption of
purchased electricity, steam, heat
and cooling.

+

Scope 3
Indirect emissions
(not included in Scope 2)
That occur in the value chain of the
reporting company, including both
upstream and downstream emissions.
Emissions that are linked to the
company’s operations.

Responsible investment and stewardship 2021 annual report
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OUR
INVESTMENT
PHILOSOPHY
Our investment philosophy is anchored in the belief that
the long-term value of an investment is ultimately driven by
the relationship between and among all stakeholders,
which include directors, company management, investors,
customers, suppliers, employees, the environment,
society and regulators.

12 Responsible investment and stewardship 2021 annual report

“

Newton’s approach to ESG is designed to
provide insights into material environmental,
social or governance risks or opportunities that
may influence the financial performance
of a company.

”

The long-term viability of an investment requires decision-makers at issuers to understand and
balance the needs of these stakeholders.
Our consideration of ESG issues is part of our broad investment approach that integrates
financial analysis, thematic trends, macroeconomics and valuation considerations.
This is at the heart of the ‘mosaic theory’ approach to active asset management. We believe that
a failure to consider ESG insights is likely to give an incomplete picture of the merits and risks
of an investment opportunity.4

ESG integration

ESG quality reviews

ESG considerations are an important
input into the fundamental research
on equity securities undertaken by
our global research analysts before
investing. All investment staff have
access to two primary technologybased tools developed by our
responsible investment team that
map a company’s approach and
performance in relation to
ESG matters: our ESG Dashboard
and ESG Consensus Score.

Should our global research analysts continue to have conviction in the viability
of an equity investment, our responsible investment team carries out proprietary
research into the specific ESG issues faced by the company.5 In practical terms,
the responsible investment team incorporates its views and conclusions in a formal
company-level ESG quality review. This helps inform the analyst’s conviction in
an investment idea ahead of it being recommended for investment by our
portfolio managers.

Based on this information, our global
research analysts may decide not to
pursue an investment opportunity, or
to seek the expert view from our
responsible investment team should
the opportunity be attractive for a
particular strategy.
Newton’s approach to ESG is designed
to provide insights into material
environmental, social or governance
risks or opportunities that may
influence the financial performance
of a company. These influences will
vary across sub-industries, regions
and over time, owing to ever-evolving
developments such as social norms,
changes in legislation and regulation,
government policy objectives and
technology.
It is an adaptive process that seeks to
assimilate a full spectrum of potentially
material factors alongside traditional
financial and macroeconomic
influences.

We believe that the combination of
fundamental analysis and specialist
ESG knowledge is a powerful tool that
enables our investment teams to
identify companies for investment that
benefit from long-term business
advantages, and to avoid those where
they believe the ESG risks outweigh
the expected investment return.
The ESG quality review also details
specific areas for potential engagement.
Engagement may be, and has been,
undertaken ahead of investment in
order to understand the potential
impact of any areas identified and to
improve our understanding of the
likelihood of an issue being resolved.
During 2021, we conducted 223
individual ESG quality reviews, which
were a combination of new companies
being considered for investment and
updates to existing ESG quality reviews
for companies already held. To put this
into context, we were invested in
approximately 668 issuers (including
both corporate bonds and equity
securities) on behalf of our clients
at the end of 2021.

For some products, the lack of agreed
industry standards and availability of
information for the treatment of
important financial instruments, such
as derivatives and commodities, is a
challenge that has yet to be rectified
for full transparent disclosure of
ESG characteristics. This means that
the benefits are limited in terms of
undertaking an ESG quality review
for such instruments. Because of
this, we do not perform ESG quality
reviews for all asset classes.

223

Number of individual
ESG quality reviews
Newton conducted
during 2021

4 N
 ewton manages a variety of investment strategies. Whether and how ESG considerations are assessed or integrated into Newton’s strategies depends on the asset classes and/or the particular
strategy involved. ESG may not be considered for each individual investment and, where ESG is considered, other attributes of an investment may outweigh ESG considerations when making
investment decisions.
5 Newton research performs ESG quality reviews on equity securities prior to their addition to Newton's research recommended list (RRL). ESG quality reviews are not performed for all fixed-income
securities. The portfolio managers may purchase equity securities that are not included on the RRL and which do not have ESG quality reviews.
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Our investment philosophy

“

Investments are monitored in regular meetings between
our fixed-income and responsible investment teams, and
we may engage with the boards or management of these
companies, as reported in our quarterly reports.

ESG integration across other asset classes
Newton’s responsible investment approach is applied to both global equities and
fixed-income assets, although the extent to which this is the case may depend
on the asset class and strategy involved.
ESG factors are an important
consideration when investing in
fixed-income securities given investors
in this asset class do not share the
same upside potential as equity
investors, but face the same downside
risk should a company default or a
security be re-rated. ESG factors can
affect the ability of companies and
governments to fulfil the obligation to
pay the coupon and principal to which
investors are entitled.

a country’s legal system, democracy
and pollution – we seek to gain a
holistic view of a country, taking into
account various positive and negative
factors. Sovereign debt positions are
reviewed prior to purchase against our
sustainable sovereign matrix, which is
updated quarterly by our responsible
investment and fixed-income teams.
This matrix is based in part on two
proprietary sovereign sustainability
ratings that we have developed.

Investments are monitored in regular
meetings between our fixed-income
and responsible investment teams, and
we may engage with the boards or
management of these companies, as
reported in our quarterly reports. The
teams assess how these companies
identify and manage their ESG risks as
well as their ESG disclosures. In line with
our voting policy, we exercise votes at
formal bondholder meetings.

Owing to a lack of industry standards
and availability of information, we do
not necessarily conduct ESG quality
reviews prior to investment for
certain fixed-income securities and
certain other asset classes
including derivatives.

All corporate fixed-income credit
securities for our sustainable investment
strategies are also required to have an
ESG quality review,6 owing to the higher
expectations placed on the balancing
of stakeholder interests by companies
in these strategies.
Newton takes a long-term view of
sovereign sustainability, which focuses
on the effectiveness of government
bodies and subsequent real-world
outcomes of regulations and policies
and the enactment of these, rather than
short-term political noise. Since we
believe the sustainability of a sovereign
bond relates to a number of factors
– including social progress, corruption,

Generally, owners of these securities
do not have a combination of direct
exposure, ownership rights or influence
over the management of material
ESG considerations. As such, reference
may be made to ESG quality reviews
produced on related or similar
securities, and input will be sought
from the responsible investment team
if any issues are identified.7
For our sustainable and thematic
strategies, the appropriateness of
non-equity and non-fixed income
instruments will be reviewed to ensure
that, in the absence of agreed industry
classifications, all reasonable efforts
are made to ascertain that they are
appropriate for the strategy and aligned
with its aims. For derivatives, the
issuing entity may be subject to an
ESG quality review.

6 O
 n occasion, the time between notification of the issuance and the placing of the securities is insufficient to conduct an
ESG quality review. In such instances, the responsible investment team determines the suitability of the underlying
company and an ESG quality review is carried out within 30 days should an investment be made.
7 N
 ewton performs ESG quality reviews on equity securities prior to them being recommended for investment.
ESG quality reviews are not performed for all fixed-income securities.
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”

Seeking improved investment
outcomes
The objective of ESG-integrated
strategies is not to seek collateral
environmental or societal benefits
for their own sake.
We integrate ESG considerations into
investment processes (security analysis,
market analysis, portfolio construction,
voting and engagement) on the basis
that the understanding of the materiality
of these issues is likely to improve
risk-adjusted returns over the relevant
investment horizon.
There are no values-based restrictions to
the universe in our core ESG-integrated
strategies beyond the exclusion of
controversial weapons or certain
securities of ‘failed states’ for certain
strategies as stipulated by our parent
company BNY Mellon.
Portfolio managers can choose to buy
a security with ESG issues if they believe
the portfolio will be compensated for
taking this risk from a financial
perspective. Depending on the
materiality of the issue and the asset
class involved, we may choose to
actively engage with the management
of the company to seek more
information and encourage it to address
the issue identified, where appropriate.

In our view, the improved
investment outcomes related to the
integration of ESG considerations
are generated by:
•	More creative idea generation
which incorporates broad ESG
themes and opportunities
•	More rigorous risk assessment
related to better understanding of
how a company is exposed to
ESG risks and opportunities before
these have manifested in the
security price
•	Engaging to better understand
or influence a business on an
ESG issue that has the potential
to affect risk-adjusted returns.

EXAMPLES OF INTEGRATING ESG INTO THE
INVESTMENT PROCESS

Avoiding a company which
pollutes so excessively that it might
lose its licence to operate, face
material fines, or experience a
reduction in customer
demand.

Avoiding a company which has
such poor relations with its
employees that they take strike
action or undertake other industrial
action affecting productivity,
resulting in a material reduction
in revenues.

Avoiding a company which
derives revenues from bribery and
corruption and therefore may be
an unreliable source of income
in the future or be the subject of
regulatory sanctions.

Avoiding a company with poor
or no oversight of human-rights
abuses in its direct operations or
supply chain such that it suffers
significant reputational damage or
is liable to fines under modern
slavery laws.

Identifying where inherent
conflicts of interest exist with a
company’s management such that
minority shareholders could be
disenfranchised.

Understanding if a country’s
approach to managing
environmental and social issues
are likely to affect its ability to
meet its sovereign debt
obligations.

Engaging with a company to
understand how its directors and
staff are incentivised through
remuneration and, where
appropriate, encouraging better
practices.

Engaging with a company to
better understand and/or influence
corporate culture, behaviour,
policies, practices or activities.

Actively exercising our voting
power by voting against longstanding directors at a company’s
AGM where we believe the board
lacks diversity and would benefit
from being refreshed.
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PERUVIAN FINANCIAL HOLDING COMPANY –
CREDICORP
We added a new position in Credicorp, a financial
holding company in Peru whose largest subsidiary
is the dominant banking franchise in the country.
ESG factors are intrinsically linked to a key rationale
for the investment case.
The majority of Peru’s population does not use
formal financial products and it is estimated that
less than half the population has a bank account.

WHERE A NEGATIVE ESG VIEW
LED TO EITHER AVOIDING OR SELLING
AN INVESTMENT
EMERGING-MARKET PORTFOLIOS

EQUITY-INCOME PORTFOLIOS

WHERE A POSITIVE ESG VIEW
LED TO EITHER ADDING TO OR BUYING
A NEW INVESTMENT

Credicorp is facilitating access to and knowledge of
financial products and services to the non-banked
market in Peru, an approach which is widely
known to support economic development.

STUDY

FIXED-INCOME PORTFOLIOS

WHERE A NEGATIVE ESG VIEW
LED TO EITHER AVOIDING OR SELLING
AN INVESTMENT
ETHIOPIAN SOVEREIGN BONDS

However, our concerns grew when it became
clear that the government was prepared to involve
areas outside of the Tigray region. At this point
we viewed this as much as being about maintaining
control as maintaining order.

CASE
STUDY

CASE
STUDY

Despite Ethiopia being one of our strongestperforming names in terms of ESG credentials over
the last decade, we sold our Ethiopian sovereign
bond holdings in 2021 owing to concerns
regarding geopolitical activity in the country.
We had monitored events in Ethiopia’s Tigray region
as closely as we could despite an enforced news
ban on the situation. We considered the insurgency
that began in 2020 to be a threat to the integrity
of the nation and a rebellion against perhaps what
was now a more reflective ethnic mix of political
representation, and therefore we expected a
response to the challenge.

Subsequent to our exit, the conflict gained
widespread condemnation, and the US imposed
sanctions on the country.

16 Responsible investment and stewardship 2021 annual report

We exited our position in a manufacturer of parts
used in electric vehicles owing to concerns over
the dilution of minority shareholder interests
following the issuance of convertible bonds to a
private equity company to help fund capacity
expansion at one of the company’s subsidiaries.
Limited disclosure was available on the specifics,
and we understood that there would be a second
issuance which would further exacerbate our
concerns. Notably, the market did not seem to
be pricing in the level of dilution.
We also had concerns that this crucial subsidiary
could be spun out in the future, which would
negatively affect our investment case for
the company.

EQUITY-INCOME PORTFOLIOS

CASE

Owing to the size of the subsidiary, there is potential
to have a material impact on the level of financial
inclusion in the economy. This is supported by the
various programmes and initiatives that the
company is providing which we expect will drive
both growth for the bank and improved outcomes
for the Peruvian population.

SOUTH KOREAN AUTO PARTS MANUFACTURER

On top of this, we were disappointed at
management’s refusal to engage.

BRAZILIAN MINING COMPANY –
VALE
Core to the strategic positioning of our
Global Equity Income strategy is a thematic view
that inflation is set to rise, and we were looking
to position the portfolio in names that would
benefit from a more inflationary world.
The mining sector was attractive, having gone
through a period of weaker performance in 2021
following a strong 2020.
We considered an investment in Brazilian mining
company Vale, which met the strategy’s strict yield
criteria while offering what we believed to be a
compelling valuation opportunity. However, we
ultimately decided to invest elsewhere as a result
of the ESG controversies to which the company
is exposed.

CASE
STUDY

Following the bursting of the tailings dam in
Brumadinho which led to significant loss of life,
Vale withdrew from the UN Global Compact in 2019
as it had violated the Compact’s principles on
human, labour and environmental rights.

EQUITY-INCOME PORTFOLIOS

In line with this, we recently invested in Harmony
Energy Income Trust, an investment trust owning
battery storage assets in the UK, which we believe
will help with the volatility of the renewable-energy
sector in the UK by providing a solution to
electricity supply/demand issues caused by the
variability of renewable power generation.

US FOOD DISTRIBUTOR –
SYSCO
Prior to investment in US food distributor Sysco
we engaged with the company as we had
concerns about emissions of its distribution fleet.
We learnt that the company takes seriously
ESG considerations, and that it is ahead of its
competitors in some respects.
Sysco has set a science-based target to reduce
Scope 1 and 2 emissions by 27.5% to 2030 and has
a detailed plan outlining how this will be achieved.
A key element to achieving this target is fleet
renewal, which has been factored into
capital-expenditure guidance to 2024.

CASE
STUDY

The fleet replacement and the transparency with
regard to emissions gives the company a
competitive advantage over its listed peers for now,
specifically with regard to its smaller competitors.

FIXED-INCOME & MULTI-ASSET PORTFOLIOS

STUDY

We decided to increase allocations to companies
exposed to renewable-energy production and
battery-storage capacity

INDONESIAN ANIMAL FEED BUSINESS –
JAPFA COMFEED
We decided not to participate in a new bond issue
from Indonesian company Japfa Comfeed owing
to concerns over the environment impact of its
core business of commercial farming and meat
processing on areas such as biodiversity and
greenhouse-gas emissions.
The company had limited disclosures on
deforestation or labour and human rights, all of
which are fundamental issues on which we would
expect reassurance.

CASE
STUDY

REAL RETURN PORTFOLIOS

CASE

RENEWABLE-ENERGY INVESTMENTS –
HARMONY ENERGY INCOME TRUST

WHERE A VIEW ABOUT CLIMATE CHANGE
LED TO EITHER AVOIDING MAKING AN INVESTMENT
OR REDUCING/SELLING A POSITION

CASE

OIL AND GAS EXPOSURE
We have tempered our exposure to oil and gas
materially because of the input of the responsible
investment team.
We have been very constructive on the oil price
owing to short-term market dynamics over the
last couple of years; however, the long-term
perspective provided by the responsible investment
team has kept our weight low in this area.

STUDY

UK EQUITY PORTFOLIOS

MULTI-ASSET PORTFOLIOS

WHERE A VIEW ABOUT CLIMATE CHANGE
LED TO EITHER ADDING TO OR BUYING
A NEW INVESTMENT

CASE
STUDY

OIL AND GAS COMPANY –
ROYAL DUTCH SHELL
Following in-depth work conducted in collaboration
between one of our responsible investment
analysts and our oil and gas analyst, we exited our
position in Royal Dutch Shell in January 2021.
The analysis concluded that, should governments
act to limit global warming in line with the Paris
Agreement within our investors’ time horizon,
the sustainable oil price was likely to be between
US$40-US$50 per barrel, which would limit the
investment upside potential across the oil majors.
While we have seen an improvement in the oil majors’
control of operational costs and more disciplined
investment strategies, we prefer to invest in securities
that have more control over their growth drivers and
visibility on their return profiles, something we still
believe is too early for the oil majors to prove.
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IRISH INFORMATION TECHNOLOGY COMPANY–
ACCENTURE
Technology business Accenture’s demonstrated
ability to manage human capital well is central
to our investment case.
Given the company’s large workforce, which is
expected to grow significantly over the next
five years, it was important for us to get a better
understanding of the company’s approach
towards human capital management.

WHERE BIODIVERSITY
WAS A FACTOR IN AN INVESTMENT DECISION
REAL RETURN PORTFOLIOS

REAL RETURN PORTFOLIOS

WHERE HUMAN CAPITAL
WAS A F ACTOR IN AN INVESTMENT DECISION

STUDY

It was clear that the company dedicates
considerable resource to this area, as part of its
approach to managing environmental and social
issues in a holistic manner given interdependencies.

CASE
STUDY

UK EQUITY PORTFOLIOS

CASE

Finally, the company acknowledged the mental
health of its employees as one of the key human
capital risks, particularly through the pandemic,
and highlighted a range of initiatives designed to
help employees manage stress and anxiety.

CASE
STUDY
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We bought a position in Nestlé following a meeting
with the company’s investor relations team and
technical experts to discuss its approach to
natural capital, specifically the use of regenerative
agriculture in managing biodiversity and
climate adaptation.
The company pairs a thoughtful top-down
approach with more tailored actions at the local
level with the aim of using tested regenerative
practices to drive real-world outcomes.

The company makes significant investments in
the provision of learning and development
opportunities, primarily focused on reskilling and
upskilling employees on emerging technologies
such as artificial intelligence and the cloud,
which strengthens its strong brand and value
proposition, helping it to attract and retain talent.
The company has also set targets in relation to
diversity and inclusion, which it believes are an
essential element of its value proposition. These
targets focus on a gender-balanced workforce
by 2025 and on increasing representation from
people belonging to different races and ethnicities,
as well as people with disabilities.

SWISS FOOD PRODUCER –
NESTLÉ

Our preference is to focus on higher-quality, sound
businesses which will succeed over the long term,
of which we consider Nestlé to be an example.

UK ANIMAL GENETICS COMPANY –
GENUS
We introduced Genus, a leader in livestock
breeding aimed at accelerating animal genetic
improvement.
The genomic approaches which Genus pioneers
offer the most cost-effective way to lower
greenhouse-gas emissions, with meat production
and consumption strongly linked to climate change
through methane emissions.
In addition, they help farmers reduce the amount
of land, water and other natural resources required
while producing meat and dairy alongside
reducing disease and animal suffering.

OUR APPROACH
TO STEWARDSHIP
Responsible investment team

At Newton, the responsible investment team has always been part of
the investment team, working alongside our global research analysts
and portfolio managers to provide expert views on thematic and
security-specific ESG matters, as well as approving securities as
suitable for sustainable strategies from an ESG perspective.
As part of our commitment to
continually evolve and improve our
approach as we adapt to changing
expectations from clients and rapidly
evolving social and environmental
challenges that may influence financial
outcomes, we invested in the
considerable growth of our responsible
investment team in 2021.

Global head of sustainable investment

We now have 19 full-time people
working for our responsible investment
team. This comprises nine who are
employed by Newton Investment
Management Ltd (UK), one employed
by Newton Investment Management
North America LLC (US), and nine wholly
outsourced service providers employed
by BNY Mellon International Operations
India. The average ESG experience on
the team is approximately six years.

The team has been structured
deliberately such that each member
brings different but complementary skills,
knowledge and experience. UK-based
members of the responsible investment
team are subject to our formal
continuing professional development
programme, which requires individuals
to complete at least 35 hours of relevant
training and continuing professional
development per year.

Head of ESG research

Head of stewardship

Therese Niklasson

Head of responsible investment

Lloyd McAllister

Jennifer Law

ESG research analysts

Stewardship analysts

Ian Burger

Co-heads of responsible investment
data integration

Niall Brennan

Alex Parkinson

Sakshi Bahl*

Carolyn Hewitt

Onkar Jagtap*

Diya Choudhury*

Tanushree Chandhok*

Amit Khandelwal*

Ragi Khimasia

Parag Saxena*

Antoine Najm

Anchit Sharma*

Responsible investment data analysts

Shalin Vora*

Harish Venkatachalam*

Rebecca White

*BNY Mellon India – outsourced service provider to
Newton Investment Management Ltd.
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Our approach to stewardship

As part of our investment in the team, we have organised
our activities into three pillars:
ESG research, stewardship and responsible investment data integration.
This enables us to bring further depth and expertise to each of these activities.

ESG RESEARCH TEAM
Conducts integrated qualitative research which feeds into Newton’s
proprietary ESG quality reviews, and provides colleagues with an understanding
of thematic, company and sovereign performance related to material
ESG and sustainability issues.

STEWARDSHIP TEAM
Centralised hub of governance expertise, leading on analysis and
engagement for governance risks, focusing our efforts on meaningful
outcomes for clients, as well as undertaking the firm’s proxy voting activities.

RESPONSIBLE INVESTMENT DATA INTEGRATION TEAM
Subject-matter experts in ESG data and analysis, the team brings together
Newton’s proprietary views with external data to produce meaningful
ESG insights via a variety of in-house developed tools and solutions. It is an
investment-led approach that enables efficient analysis and conclusions
to be achieved across a wide universe.

With increasing strategic importance
being placed by companies and their
investors on the environmental and
social impacts of their businesses, we
believe that we can deliver the best
value for our clients by developing
deep sector-specific ESG expertise to
support, and be supported by,
fundamental analysis at individual
company level, while continuing to
seek outcomes through engagement.
This approach is based on robust data
analytics to feed into our views.
The specialisation we have built into
the responsible investment team
demonstrates our commitment to
furthering the integration of ESG
considerations into our investment
process and to evolving our
sustainability initiatives.
Each ESG research and stewardship
analyst oversees specific industry
sectors. This structure is designed to
ensure that the responsible investment
team has a deep understanding of the
ESG risks and opportunities facing
individual companies and sectors, and
promotes effectiveness in proxy voting
and corporate engagement, which
frequently includes members from
our wider investment teams.
Members of our responsible investment
team attend and participate in our
regular investment meetings, which
facilitates the consideration of ESG
factors during investment idea
generation.

Data resources and tools
In addition to the growth of the team
as described above, we have enhanced
the breadth of data sources which
feed into the team’s work.
We take an active approach to
stewardship, which is supported in our
proprietary ESG research, analysis,
opinions and activities. We use a variety
of resources to conduct research and
develop our own perspectives.
We place a high value on using primary
sources of information, and we also
subscribe to a variety of secondary
sources such as ESG research providers,
ESG data providers and news services
that are used to help inform our views.
Many of these secondary sources of
information provide inputs for
proprietary ESG technology-based tools
that we have developed: ESG quality
reviews, the ESG Dashboard and
ESG Consensus Score.
In addition, we employ an electronic
voting provider to lodge votes on behalf
of our clients. Each proxy-voting decision
is considered on a case-by-case basis,
taking into account a variety of factors
that extend to our investment expectations,
any engagement undertaken, and the
company’s adherence to local and
global market best practices. Only in the
event that we recognise a potentially
material conflict of interest do we
outsource the voting decision to a third
party by following the recommendation
of our proxy voting provider.
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Evolution
While we are confident in our
governance structure and approach
to investor stewardship, we also
recognise the need for these to be
continually reviewed to ensure they
remain fit for purpose.
A significant enhancement to our
approach in 2021 was the development
of a technology-based solution to help
us derive proprietary company-level
ESG scores across a range of ESG
factors from multiple data sources to
support our ESG quality review process.
This has enabled us to allocate the
ESG research team’s time to qualitative
assessments of material ESG indicators
for existing or potential investments.
As mentioned above, in 2021 we also
expanded our data sources to enable
more in-depth research and analysis
across a broadening range of ESG
considerations. For example, we have
strengthened our ability to assess
controversies and business involvement,
as well as gender data.
New data sources have also enabled
us to develop a proprietary framework
to determine individual company
and portfolio alignment with the
UN Sustainable Development Goals.

This document is for UK professional investors, UK
charities and LGPS investors only. Please read the
important disclosure at the end of this document.

RESPONSIBLE
INVESTMENT

Any investment policies, processes or activities
described in this document relate to investment
strategies managed from the United Kingdom by
Newton Investment Management Limited. This
document does not apply to investment strategies
managed from the United States by Newton
Investment Management North America LLC.

Q4 2021
2017

Environmental,
social and
governance
(ESG) activities

In addition, we committed resources
to enhance our ESG quality reviews by
developing automated, company-level
proprietary ESG and sub-factor scores,
ESG characteristics and controversies.
This automation captures our
responsible investments analysts’ views
as subject-matter experts, coupled
with externally sourced data.
We are also developing further
technology-based solutions to help us
more readily and efficiently identify
and record ESG-related data, themes,
risks, opportunities and activities.
The objective of these continuing
enhancements is to streamline our
processes so the responsible investment
team can focus on the activities that

will add value and provide portfolio
managers with meaningful insights on
how ESG-related matters may be
relevant to their investments.
We are committed to continuous
evolution in our disclosures on our
activities to clients and other interested
stakeholders. In addition to publishing
our full voting and engagement records
in our quarterly responsible investment
reports, in 2020 we began publishing
responsible investment reports,
which include complete voting and
engagement information, for many of
our individual investment strategies.
We continue to explore solutions to
provide enhanced transparency on
our activities.

View our responsible investment reports
for the last four quarters at:
https://www.newtonim.com/responsibleinvestment

Managing conflicts of interest
We have a regulatory obligation to act honestly, fairly and professionally in accordance with the best interests of our clients
and to take appropriate steps to identify and to prevent or manage conflicts of interest.
A conflict of interest may arise where Newton:
•	is likely to make a financial gain, or avoid a financial loss, at the expense of a client;
•	has an interest in the outcome of a service provided to a client, which is distinct from the client’s interest in that outcome;
•	has a financial or other incentive to favour the interests of one client or group of clients over the interests of another client; or
•	receives or will receive from a person other than the client an inducement (i.e. a fee or gift or entertainment) in relation to a
service provided to the client, in the form of monies, goods or services, other than the standard commission or fee for that service.
As part of our governance framework, a number of
organisational arrangements, systems and internal controls
have been implemented that are designed to identify and
manage potential material conflicts of interest in order to
prevent damage to the interests of our clients. This extends
to our conflicts of interest committee.
From a stewardship perspective, we seek to ensure conflicts
of interests are recognised, recorded and mitigated. We
maintain a list of all investments where we identify a potential
material conflict of interest. The list includes all funds
sub-advised by Newton or managed by affiliates of its parent
company, BNY Mellon, and also includes companies that
are directly linked to our underlying clients, such as
corporate pension funds.
If any potential material conflict of interest between Newton,
an investee company and/or a client is identified, it is our
policy that the recommendation of our external voting
service provider, ISS, will be followed.

Our quarterly responsible investment reports detail each
instance where we have outsourced the voting activity owing
to a potential material conflict of interest that has been
identified.
A further example of a potential material conflict of interest
would be where Newton has invested on behalf of its clients
in two or more parties that are involved in a corporate event,
such as a takeover. In these rare situations, we ensure that any
voting activity is in the best interests of each individual client as
an investor in each single entity taken individually. There were
no instances of such a conflict being identified during 2021.
When engaging with a company which is subject to an
identified conflict, we declare and explain the conflict to the
company at the outset of discussions. Engagement activity
is then expected to continue as normal, and includes the
production of meeting notes that are shared with all
investment staff and retained in accordance with our
corporate policy.

During 2021, there were two instances where we recognised a potential material conflict of interest:
Company

Meeting

Date

Total S.A.

AGM

28 May
2021

BNY Mellon Investment Fund:
BNY Mellon Continental European Fund

EGM

24 Nov
2021

Action following ISS’s voting recommendations
We voted against the appointment of the chief executive officer (CEO).
ISS argued that its vote decision was warranted owing to the combined roles
of CEO and chair, together with concerns surrounding the remuneration policy.
Following ISS's voting recommendations, we voted in favour of management.

Further information is provided in our Conflicts of Interest policy, which is available on our website at:
https://www.newtonim.com/global/special-document/conflict-of-interest-policy/
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ACTIVEENGAGEMENT

We have long been active stewards of our clients’
assets. Undertaking considered engagement activities
and exercising voting rights globally are the primary
drivers to being effective stewards.
Intrinsic to the understanding of
the potential of an investment
in a company, whether via equity
or fixed income, is an appreciation
of the quality of the company’s
management, its structure, the
appropriateness of its internal
controls and the assurance that
ESG matters are managed in
the creation of long-term
investor value.8

We believe that responsibly managed
companies should be better placed to
achieve sustainable competitive
advantage and provide strong long-term
growth. With respect to investments in
sovereign securities (typically government
bonds), we consider factors such as
whether the government’s policy
objectives can support ESG-focused
initiatives and the sustainability of
any expenditure plans.
Our fundamental view is that a
considered approach to ESG analysis
enhances our investment process,
and that this is particularly the case for
corporate investments. This process
includes identifying the ESG risks and
opportunities faced by a company
and ensuring that these challenges are
well managed within the company’s
business strategy. Engagement can
play a crucial role in helping achieve
this understanding and to
influence change.

8 N
 ewton research performs ESG quality reviews on equity securities prior to their addition to Newton’s research
recommended list (RRL). ESG quality reviews are not performed for all fixed-income securities. The portfolio managers
may purchase equity securities that are not included on the RRL and which do not have ESG quality reviews.
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2021 ENGAGEMENT SUMMARY
Number of ESG engagement
meetings in 2021
Number of collaborative
engagements

238
69

168
49

Number of entities engaged
(see appendix for full list of entities)
of which were collaborative
engagements

2021 engagement summary by location
77
68

64

24

North America

Europe
ex-United Kingdom

United Kingdom

Developed Asia
ex-Japan

1

1

Japan

Emerging and
frontier markets

3

Australasia

Breakdown of engagements by E, S and G and their sub-themes

E

ENVIRONMENTAL		128
Biodiversity

21

Carbon management

25

Climate change

95

Management systems

7

Pollution

9

Product life cycle

18

Water

S

5

SOCIAL		136
Business ethics

24

Cybersecurity

11

Health and safety

4

Human capital management

65		

Product access

45

Product suitability

14

Stakeholder relations

3

Supply chain

G

35

GOVERNANCE		129
Audit and internal controls

4

Board leadership
Related-party transactions

43
2

Remuneration

50

Shareholder communications
Shareholder rights

41
4

Strategy and risk
Tax

49
3
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Active engagement

“

Engagement with companies and wider stakeholders is
not limited to our responsible investment team; it is a
key element of the roles carried out by our wider investment
team, which includes our portfolio managers as well as
our equity and fixed-income analysts and others.

”

We look to engage with companies
which we are considering for
investment, either via equity or fixed
income, or in which we have
committed our clients’ monies, where
we have identified specific matters
that we wish to raise on ESG issues
that may affect their business.
These meetings add a further
dimension to our continued
monitoring of investments and help
to ensure that the requirements of
both the company and investors
are understood and aligned.
In companies where we hold both
equity and fixed-income securities of
the same company, we may engage
management with members present
from our responsible investment
team, equity investment team and
fixed-income investment team. This
can help ensure that management
focuses its discussion on the holistic
outcome for investors.

Our engagement meetings are not
restricted to financial performance;
active engagement with companies
enables us to monitor issues relating to
matters such as trading, strategy,
changes in management processes,
remuneration, and social and
environmental issues. Engagement
should also seek to ensure that any
change being proposed or considered
by a company is beneficial
to investors.
Our approach to engagement applies
both to equity and corporate bond
investments that we have made or are
considering for our clients. Our
motivation for engagement in relation
to these asset classes is aligned with
and predicated on our belief that we
are acting in the best long-term
interests of our clients.
Engagement with companies and
wider stakeholders is not limited to our
responsible investment team; it is a
key element of the roles carried out
by our wider investment team, which
includes our portfolio managers as
well as our equity and fixed-income
analysts and others.
Engagement can take a variety of forms.
As an active manager, we engage for
clarity as well as to influence. The
engagement activity may take place as
part of our regular monitoring and
desire to better understand the
investment opportunity; it may be in
reaction to an event, or it may be
proactive based on our predetermined
engagement priorities.
We often engage with companies for
information to help us to understand
to how issues are being managed.
This can help increase our confidence
in the underlying investment or,
conversely, cement a concern that
detracts from the attractiveness of the
investment opportunity. Examples of
engaging for change may include
requesting that a company enhances
its public disclosures, or more
fundamental engagement, such
as seeking the removal of a
board director.
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ENGAGEMENT THEME

GOVERNANCE: BOARD COMPOSITION

Objective

To improve the quality of oversight within companies and their boards,
and to provide increased protection for minority investors.

Rationale

We believe it is essential to have an appropriate balance between executive and independent
non-executive directors to ensure that the interests of shareholders are represented.

Ownership and involvement

Engagement has been led by the responsible investment team, with collaboration with investment
analysts when this would provide greater weight.

Companies engaged

• Abbott Laboratories
• Alcon
• Asda
• Ayala
• BMW
• Cerba
• Cie Financiere Richemont
• Clarios Global
• Ebara
• Elite Material
• Emerson Electric

Involvement with
collaborative initiatives

Although none are specifically driving a collective effort on board composition in general, several
industry initiatives in which we participate promote good governance practices such as the
International Corporate Governance Network and the 30% Club.

Engagement methods

As with all engagement themes, the roles and responsibilities of the company representatives
engaged with vary depending on the objective of the individual engagement and the underlying
position of the company.

• Foshan Haitian Flavouring
• Globant
• Hipgnosis Songs Fund
• Iliad
• Intuitive Surgical
• ITEQ
• Kubota
• Linde
• Medline
• Modulaire
• Novartis

• Persimmon
• Royal Dutch Shell
• Samsonite International
•	Shenzhen Inovance 		
Technology
• StarPower
• Toll Brothers
• Vivendi
• Wickes Group
• Wuhan DR Laser Technology

During the year, we held meetings with each company highlighted. Individuals engaged with
included board members, investor relations and company secretaries.
Engagement outcomes

For engagements conducted during the year, each met our first and second engagement objectives
of raising the issue and setting out our expectations.
In some cases, our third objective has been met, with companies demonstrating progress and
enacting change.
As with many ESG issues, we expect the benefits for the company and society to accrue over a
long-term time frame.

Company close-up

TOLL
BROTHERS
(Equity holding)

We met the company twice during 2021. In our first engagement, we questioned the successionplanning policy for three of the long-standing non-executive directors. While the company had a broad
plan to appoint new board members, it could not commit to a specific timeline for this to take place.
We explained our concerns around the ability of directors to remain independent after serving for
over 25 years.
We also encouraged the company to focus on gender diversity as it looked to refresh the board.
For board appointments, diversity is considered by the board’s nomination and governance committee
but no formal process has been instituted. We felt that the current approach could use a better
structure, along with specific targets to encourage time-bound progress.
In our subsequent meeting we revisited the company’s board composition. In the time since our first
meeting, the company had taken the opportunity to refresh the board with the addition of two new
independent directors.
The company provided assurance that the board would continue to appoint new directors as current
terms of tenured directors expire. Once again, we encouraged the company to focus on bringing in
diverse candidates and suggested it should consider setting specific time-bound targets. It explained
that the changes expected over the next year would make the board competitive and diverse in its
composition relative to its peers, as well the broader market. The company has also engaged a
third-party firm to broaden the horizon for future sourcing as existing directors retire.

ASDA
(Fixed-income holding)

We engaged with the company on governance structure twice in 2021 following a change in
ownership and, subsequently, the departure of the incumbent chief executive officer. We stressed
that we would like to see more independent board members. Following our meeting, the company
announced the appointment of two high-calibre individuals to the respective roles of chair and
non-executive director.

Next steps

Some of these engagements may be captured by our voting policy where we will vote against the
chair of the nomination committee if there is no improvement.

Responsible investment and stewardship 2021 annual report 25

FIXED-INCOME PORTFOLIOS

Active engagement

CASE

ENGAGEMENT – ON A CLIMATE-RELATED ISSUE
BATTERY MANUFACTURER – CLARIOS GLOBAL
After our initial call with Clarios Global, an automotive lead-acid battery manufacturer, the company requested
a follow-up discussion to get advice and input into its ESG reporting and sustainability agenda.
The company was seeking guidance on the various
reporting frameworks, given the increase in investor
and customer surveys it receives focused on ESG.
The company also wanted to understand our
expectation on setting time frames and targets for
key performance indicators.
The company’s current practice focuses, as we would
hope, on what it considers to be material issues likely
to have a financial impact, and it demonstrates the
rationale and context for the business and the
incentive for the targets set.

EQUITY INCOME PORTFOLIOS

STUDY

Over the period we engaged extensively with Volkswagen on a number of issues, but in each meeting we had a
specific focus on corporate culture in the wake of the recent ‘Dieselgate’ scandal and tensions between the
management team, the board and the employees.
Positively, the company was able to provide concrete
detail as to how it is measuring and developing
cultural change.

It has also provided in-person training to
departmental managers on how to manage within
this evolving culture.

MULTI-ASSET PORTFOLIOS

STUDY

CASE

Subsequent to this, in a results call the company
referenced bondholder engagement around materiality
assessment of stakeholder expectations and best
practices, which we took as a reference to its
engagement with Newton.

ENGAGEMENT – ON A HUMAN CAPITAL ISSUE
GERMAN AUTO MANUFACTURER – VOLKSWAGEN

Notably, the company has partnered with the
Technical University of Munich to develop an integrity
index to quantify and monitor its corporate culture,
which will also be a determinant of executive pay.

CASE

We emphasised the importance of clear articulation
of strategy and approach, and that targets should be
medium-term (e.g. 2030) with clear accountability.
Targets should be stretching but achievable and go
beyond simply improving business-as-usual operations.
Finally, we recommended that the company provide
more ESG updates in its quarterly calls.

Another positive development is how the company’s
whistle-blower programme is being used. Before ethics
issues emerged, around 90% of whistle-blower reports
were anonymous, but this has dropped to closer to 10%
as employees appear comfortable with being identified.
Employees can review the proportion of whistle-blower
reports that are escalated as well as those reports that
result in disciplinary action.
We considered that the company’s responses offered
far more reassurance than we had gained previously, and
that there is substance to its claims of cultural change.

ENGAGEMENT – ON A BIODIVERSITY ISSUE
UK BEVERAGES COMPANY – DIAGEO
We met beverages company Diageo to discuss its approach to water management across its operations and
value chain, which we identified as a material environmental risk for the business.
The company had been among the first in its industry
to develop an integrated water stewardship strategy in
2011, which we viewed positively given the importance
of this resource for the business.
We were pleased that the strategy goes beyond water
management; it extends to improving overall productivity
of smallholder farms, where discussions have focused
on yields, fertilisers, seed quality, WASH (water sanitation
and hygiene) programmes, and farmer education on
fertiliser and insecticide applications to improve
livelihoods.

STUDY
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We found the company’s approach to be thoughtful
and demonstrative of its leadership in dealing with
water-related dependencies.
The company shared a very detailed view on what it
would mean to be net water positive for its business.

“

During 2021, 16 of our investee companies received a
total of 20 climate-change related shareholder proposals.
We supported 17 of these proposals.

”

Engaging for change may precede
the exercise of voting rights or provide
an opportunity to explain our voting
rationale. Should the matter continue
to be of sufficient concern, we reserve
the right to dispose of the investment,
which is the ultimate sanction we have
as an active investor. An example of
where engagement has resulted in a
voting action can be found in the
‘Voting profile’ section on page 34.
Please see the Appendix for a full list of
the entities with which our investment
teams engaged during 2021 and where
the primary reason for the engagement
was an environmental, social or
governance matter.
All engagement undertaken by our
investment teams is documented and
can be accessed by our investment
staff alongside other records in our
proprietary research database. In
addition, we publish summaries of
ESG engagement activities on our
website via firm-level and strategy-level
quarterly responsible investment
reports.

“

We have played an active role
in requesting information
from companies as well as in
encouraging specific companies
to disclose information on their
performance and policies in
relation to their management
of human capital.

”

Working collectively
Collective or collaborative action with other stakeholders can be an efficient and
effective method to raise concerns or to influence outcomes.
We work collectively with other likeminded investors as well as trade
associations, government bodies and
non-governmental organisations
(NGOs). Collective action may deal with
specific company matters or broad
industry concerns in an effort to develop
best practice, raise awareness of an
issue or enhance the effectiveness of
engagement activities.
When considering action, and also
when acting collectively on a specific
issue of concern with a company, we
exercise caution in order to avoid being
unintentionally in receipt of material
non-public information or breaching
concert party or competition rules.
During 2021 we continued our active
role with Climate Action 100+, as a
signatory, as well as being responsible
for direct engagements with focus
companies. We plan to continue our
efforts at an individual company level
and to be active participants in
collaborative efforts with other
like-minded investors and stakeholders.

As an active manager with a thematic
and ESG-integrated investment process,
we have limited exposure to companies
with both high carbon emissions and
limited preparations in place to
transition to a lower carbon economy,
and therefore voting action has been
focused on supporting shareholder
proposals. During 2021, 16 of our
investee companies received a total
of 20 climate-change related
shareholder proposals. We supported
17 of these proposals.
We have been an active member of the
30% Club Investor Group, which has
been encouraging improved gender
diversity on company boards and
among wider workforces.
In addition, as a member of the
Workforce Disclosure Initiative, we have
played an active role in requesting
information from companies as well as
in encouraging specific companies to
disclose information on their
performance and policies in relation to
their management of human capital.
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Active engagement

“

We prioritise engagements
based on ESG themes that are
a focus for Newton. In 2021
these included climate change,
biodiversity, circular economy
and resource efficiency,
cobalt mining, human capital
management, cybersecurity,
food sustainability, and
control and regulation.

”

Alongside other stakeholders, we have
also been an active member of
ShareAction’s Healthy Markets
campaign. Engagement contacts have
been varied; they have included the
chair of the board, chief financial officer,
investor relations and subject-matter
experts within companies. Letters
co-signed by a cohort of stakeholders
were the initial contact method, with
select companies also receiving further
attention by way of an engagement
meeting during 2021.
In addition to group engagements, we
have held one-on-one engagement
meetings with selected companies.
Certain companies have demonstrated
marked improvements and are adopting
industry-leading practices. Additional
details can be found in the table
discussing engagements on product
access – nutrition on pages 29-30.
In addition, as part of our escalation
strategy, during the year we became a
signatory to the Investor Alliance for
Human Rights. This has enabled us to
share our learnings, understand others’
priorities and to further the debate in
relation to human-rights issues that
can affect investee companies.
We will refrain from collaborating with
others where there is a misalignment
of interests in relation to the underlying
investment or principles that are
driving an initiative.
A full list of collaborative initiatives in
which we participate is provided in
‘Helping to share policy and best
practice’ on page 39.

ESG engagement prioritisation
We consider engaging for information and engaging to influence to be equally
legitimate activities.
The ESG quality reviews conducted
prior to investing in company shares
seek to identify specific ESG issues for
engagement. These may include a lack
of publicly available information, or a
particular policy, provision or practice
that we consider to be suboptimal.
These findings can lead us to engage
with a company prior to determining
our ESG views and before we decide
on its suitability for inclusion in our
sustainable investment strategies.
Often, the areas identified for
engagement are more appropriate
to be raised after an initial investment
has been made.
Annually, we determine the broad
ESG themes and individual companies
for engagement. Our engagement
priority matrix is a tool that helps us to
identify companies most suitable for
engagement. The companies are
identified based on a combination of
factors that include our proprietary
ESG score, as well as internal data that
includes the aggregated amount of
our invested interest. The securities
identified are reviewed and prioritised
by the relevant responsible investment
analyst who will determine the
materiality of the issues to be raised
and the likelihood of success.
Additionally, we prioritise engagements
based on ESG themes that are a focus
for Newton. In 2021 these included
climate change, biodiversity, circular
economy and resource efficiency,
cobalt mining, human capital
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management, cybersecurity, food
sustainability, and control and regulation.
Engagement activities cannot always
be planned in advance, and reactive
engagement can be equally important.
Such engagement is often at the
company’s request or in response to
news, and includes subjects such as
executive pay, guidance on reporting
and operational incidents.
As an investor that has taken the active
decision to invest, we want to be in a
position to support the company and its
management; as such, we will prioritise
these engagement opportunities.
Finally, a further key area for prioritising
engagement centres on the exercise
of our clients’ voting rights at
companies’ shareholder meetings.
During the research and analysis
conducted by the stewardship team in
determining voting decisions, we will
identify areas of controversy that we
consider could be improved or where
further explanation is required by way
of targeted engagement.

ENGAGEMENT CASE STUDIES

ENGAGEMENT THEME

SOCIAL: PRODUCT ACCESS – NUTRITION

Alignment with UN Sustainable
Development Goals (SDGs)

SDG 3:
Good Health

Objective

Encourage companies to produce healthier, more affordable products; limit advertising of
sugary products to children; and encourage clear and accurate food labelling.

Rationale

We observe the continued increase in consumer awareness, regulatory focus, the impact on
employees and economic costs associated with unhealthy foods and drinks.
As such, we are keen to ensure our investee companies manage these risks and opportunities
in order that their business models and strategies are both resilient and positioned to benefit
from expected changes in this area.

Ownership and involvement

Engagements have been led by one of our responsible investment analysts, who has been
supported by other members of our investment team, including our global industry analysts for
consumer sectors and members of our fixed-income team.

Companies engaged

•
•
•
•
•
•
•

Involvement with
collaborative initiatives

Alongside other stakeholders, we have been an active member of ShareAction’s Healthy Markets
campaign and Farm Animal Investment Risk and Return (FAIRR).

Engagement methods

Engagement contacts have been varied. They have included the chair of the board, chief financial
officer, investor relations and subject-matter experts within the companies. Letters co-signed by
a cohort of stakeholders were the initial contact method, with select companies also receiving
further attention by way of an engagement meeting during 2021.

Asda
Associated British Foods
Britvic
Coca-Cola HBC
Danone
Foshan Haitian Flavouring
Iceland

•
•
•
•
•
•
•

Marks & Spencer
Mondelez
Nestlé
PepsiCo
Sainsbury (J)
Seven & I Holdings
Sunopta

• Suntory Beverages
& Food
• Sysco
• Tesco
• Unilever
• Yum China

In addition to group engagements, we have held one-on-one meetings with some of these
companies. Some companies have demonstrated marked improvement and are adopting
industry-leading practices.
We have also made public statements on the UK’s National Food Strategy (health disclosures) and
FAIRR (to include agriculture in national emission contributions) as we believe this is also key to
having an impact.

Engagement outcomes

Our engagement efforts have seen positive outcomes and many companies have now set targets
around sales from healthier products or disclose this data.
In terms of next steps, we will be looking to hold companies accountable to targets.
We believe that this is an area for policy engagement given that loopholes have been identified.
While our primary focus has been the UK, we see potential to expand this where data permits.
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Active engagement
Engagement case studies

ENGAGEMENT THEME

SOCIAL: PRODUCT ACCESS – NUTRITION (CONTINUED)

Company close-up

We attended a site visit at the company’s head office in order to witness its facilities and meet
personnel responsible for food innovation, focusing on the company’s commitments and incoming
regulation around health and nutrition.

TESCO
Equity and fixed-income
holdings

The company is targeting 65% of sales to be ‘healthy’ by 2025 and aims to meet the spirit of the UK’s
National Food Strategy by October 2022. It will report healthy sales data at the end of the year but
reviews this on a monthly basis internally, noting that there is significant volatility in the data.
The engagement demonstrated the extent of detailed work being conducted at the company and
its commitment to affect consumer health positively. The company cited that almost all consumers
are interested in health and 77% expect food retailers to help them to be healthy.

Company close-up

ICELAND

We raised this issue in a meeting with Iceland. The company had not engaged with
Healthy Markets, but following our encouragement, it subsequently committed to reporting
this data at its ESG event.

Fixed-income holding

Next steps

We expect to continue engaging with the companies named, subject to retaining our
invested interest.
Future engagements will be a combination of our continued active participation in the
Healthy Markets initiative and one-on-one meetings with companies.
To date, company responses to engagement efforts have meant that we have not needed to
take any dissenting voting action.
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ENGAGEMENT THEME

ENVIRONMENT: CLIMATE CHANGE

Alignment with UN Sustainable
Development Goals (SDGs)

SDGs 7 and 13:
Renewable Energy and Climate Action

Objective

To understand how companies are managing the risks and opportunities associated with a
decarbonising world and to encourage companies to limit their environmental impact.

Rationale

As a worst-case scenario, we recognise that many companies operating in heavy-emitting industries
are at risk of stranded assets, such that the assets are not economically viable should externalities
be accounted for. In addition, across industry sectors, we understand that the expected rise in
the cost of natural capital could affect the long-term viability of business models.

Ownership and involvement

This theme has been led by our responsible investment team, supported by other members of
our investment team, and debated at length within our investment theme meetings.
Internal partnership has intensified with our commitment to the Net Zero Asset Managers initiative
(see ‘Our ESG measures and targets’ on page 10).

Companies engaged

•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

A2 Milk
Aggreko
Air Liquide
Aker
Albemarle
American Airlines
Antolin
Apple
Asda
Associated British Foods
Ayala
Bank Negara
Barclays
Barratt Developments
BHP
Blackstone Property Partners
BMW
BP
Cemex
Charter Communication
Cie Financiere Richemont
Citigroup
Clarios Global
CMA CGM
CMS Energy
Consolis
CRH
Deere & Co
Diageo
Ebara
Elanco Animal Health
Ferguson

•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Goldman Sachs Group
Goodyear Tire
Grieg Seafood
Heathrow
Hiscox
Iceland
Iliad
International Consolidated
Airlines Group
Intuitive Surgical
IronMountain
Jaguar Land Rover
Liberty Latin America
Linde
Lonza
Masmovil
Medline
Modulaire
Motability
Mowi
National Express Group
NatWest
Nestlé
Nike
Nobian
Norfolk Southern
Persimmon
Petrobras Global Finance
Prologis
Royal Dutch Shell
RWE
Ryanair

•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Santander
Schneider Electric
SELP Finance
Seven & I
Shaftesbury
Standard Chartered
Sugi Holdings
Sunopta
Suntory Beverages
& Food
Superior Industries
Svenska Handelsbanken
Sysco
Tesco
Tesla
Toll Brothers
Travis Perkins
Tritax Eurobox
Unilever
United Airlines
Yum China
Zeotis
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Active engagement
Engagement case studies

ENGAGEMENT THEME

ENVIRONMENT: CLIMATE CHANGE (CONTINUED)

Involvement with
collaborative initiatives

During 2021 we continued our active role with Climate Action 100+ as a signatory as well as being
responsible for direct engagements with focus companies.
We also joined the Net Zero Asset Managers initiative in March 2021.

Engagement methods

Our engagement method is dependent on a variety of factors such as the technical nature of the
issue being raised, the stage of engagement and the company's perceived preparedness.
During the year, we held meetings with each company highlighted. The individuals engaged with at
investee companies over the last year have included the chair of the board, chief executive officer,
chief financial officer, legal counsel, climate-change experts and investor relations.
Over the course of the last two decades, engaging on climate change has evolved significantly as
companies become more aware and more prepared for the changing landscape, and amid growing
interest from a wide selection of stakeholder groups.
Our involvement with Climate Action 100+ supports our escalation strategy in terms of leading
a cohort of like-minded investors to engage with a company and, in more recent years, supporting
the filing of shareholder resolutions at company AGMs.

Engagement outcomes

We consider our engagement efforts on climate change to have been broadly successful.
The multi-decade engagement efforts with the likes of BP and Royal Dutch Shell, for example,
have helped the companies to make climate pledges and set targets as well as, most recently,
committing to putting climate approaches to a shareholder vote.
In our view, the financial materiality of climate change has increased across all sectors and those
companies managing the transition to a low-carbon economy will not only benefit the environment
but are also likely to have better long-term prospects.

Company close-up

CMS ENERGY
Equity holding

We met the company to discuss renewable renewable-energy investment, coal-retirement planning
and operational resilience.
The company’s five coal-powered generators were due to be closed in 2023, 2033 and 2040.
We highlighted that it appeared unlikely that coal plants would still be in use in the late 2030s.
The company explained that the plant that is due to be closed in 2040 has 20 years’ useful economic
life left and that retiring it early would have negative financial consequences as the utilities are large
tax-generating assets. The company emphasised that it is keeping its options open, is conducting
scenario analysis, and is open to retiring coal early depending on the right alternatives being available.
We requested disclosure on the consequences of an accelerated transition plan and emphasised
that, while the issue is complex and the need for change has to have the support of key stakeholders,
the long-term risks surrounding coal-fired power generation are significant.
In the second quarter of 2021, the company released its Integrated Resources Plan and brought the
closure date of four coal plants forward from 2040 to 2025. The company also plans to accelerate
decarbonisation, aiming for a 60% reduction in carbon emissions by 2025 from a 2005 baseline.

Next steps

We plan to continue our efforts at an individual company level and to be active participants in
collaborative efforts with other like-minded investors and stakeholders.
In terms of voting action, as an active manager that has limited exposure to the most unprepared
and largest carbon-emitting companies, voting action has been focused on supporting
shareholder proposals.
During 2021, 16 of our investee companies received a total of 20 climate-change proposals.
We supported 17 of the proposals.
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REAL RETURN PORTFOLIOS

WHERE POOR SHAREHOLDER ENGAGEMENT
LED TO INVESTMENT OUTCOMES

CASE

FRENCH MEDIA BUSINESS
We sold our position in a French media business following long-standing
engagement on a broad range of governance-related matters.
The company’s attitude during engagement, its continued defence of the
differential tax burden for minority shareholders vs. controlling shareholders,
and our continuing fundamental concerns with executive pay practices
undermined our confidence that the interests of minority investors were
well served by management.
In our view, the valuation of the holding no longer compensated for the risks
posed by the governance concerns.

EQUITY-INCOME PORTFOLIOS

STUDY

CASE
STUDY

SELL

UK CONSUMER GOODS COMPANY
We engaged with a UK consumer goods company in relation to the fact that
the majority of the food in its portfolio is unhealthy. While the company is
taking steps to address this, we felt that more could be done.
Together with a wider review on the low growth within the company's
portfolio, this aided our understanding of the business’s prospects and we
subsequently sold the shares.

SELL
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VOTING PROFILE
Ownership rights

We believe it is important that investors exercise the ownership rights they
have been afforded. These include the regular voting opportunities enjoyed
by most shareholders, as well as the infrequent voting opportunities for
investors in corporate bonds.
We have been exercising our clients’ voting rights globally for more than two decades, and have been
publicly reporting our rationale for decisions taken against management since 2005. We also publicly report
our rationale for decisions taken on all shareholder proposals. These are found in our quarterly responsible
investment reports, as well as our quarterly strategy-specific responsible investment reports, both of
which are published on our website.
We do not maintain a rigid voting policy; instead, each voting decision is taken on a case-by-case basis,
reflecting our investment rationale, engagement activity and the company’s approach to relevant codes,
market practices and regulations. These are applied to the company’s unique situation, while also taking into
account any explanations offered for why the company has adopted a certain position or policy. It is only
in the event that we recognise a potential material conflict of interest that we outsource voting decisions
to a third party and follow the voting recommendations of our third-party proxy voting administrator.
For resolutions proposed by a company, voting in favour expresses support for management. Voting against a resolution is
the ultimate sanction of the owner, short of selling the security. Disposal may not be the most constructive method of
demonstrating a commitment to responsible investment.
We rarely register abstentions, given our
belief that these send a confusing
message to management or may be
interpreted wrongly.
For resolutions proposed by shareholders,
we give due consideration to the
reasons for the proposal and reserve
the right to support resolutions that are
aligned with our approach to ESG and
our view of whether the resolution is in
the best interests of our clients. We have
a default position to support climate
change-related resolutions, subject to
them being well-designed.
We do not engage in securities lending
on behalf of our clients; this activity is
at the discretion of individual clients.
For certain funds that are managed by
our parent company (BNY Mellon),
and where Newton is appointed as
investment manager or sub-advisor,
the fund boards have entered into
securities-lending programmes.
9

The nature of our relationship has
allowed us to agree a recommended list
of restricted securities for the purposes
of lending. This list is updated on a
quarterly basis.
Our Responsible investment policies
and principles provide insight into our
position in relation to many of the
common voting matters proposed
by or at companies’ shareholder
meetings.9 These are reviewed annually
to ensure they continue to reflect
Newton’s position on evolving
responsible investment considerations.
For example, over the last two years
we developed the above-mentioned
policy regarding climate-related
shareholder resolutions as well as a
policy to address gender diversity.
In addition, we report publicly at a firm
level, as well as by investment strategy,
concerning our responsible investment
activities. These reports extend to all

Available at: newtonim.com/responsibleinvestment
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voting activity undertaken, any
conflicts of interest recognised, and
the rationale for each instance
where we have voted against the
recommendations of a company’s
management, as well as voting
decisions on all shareholder proposals.
As would be expected, owing to the
nature of the underlying investments,
a majority of voting activity takes place
within equity and multi-asset portfolios
which invest in listed equities.
For fixed income-portfolios, there are
few instances of voting activity being
undertaken owing to the nature of
the underlying investments.

2021 VOTING SUMMARY

567SEPARATE MEETINGS

During 2021, we exercised our clients’ voting rights at
.
Votes were instructed against one or more resolutions at 44% of these meetings.
The charts below illustrate our aggregate global and regional voting summary for 2021.

Global voting summary

VOTED IN FAVOUR Voted in favour of management on all resolutions

53%

VOTED AGAINST Voted against management recommendation on one or more resolutions

44%

TOOK NO ACTION Took no action owing to share blocking

3%
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Voting profile
2021 voting summary

“

Resolutions relating to board structure accounted for the
majority of our votes against management recommendations.
These extended to an insufficient balance of independence
on boards, including the presence of long-serving directors,
insufficient gender diversity, and concerns with individual
directors’ external commitments.

”

Votes against management

Shareholder proposals

In 2021, we instructed votes against management recommendations in relation to a
total of 1,033 separate resolutions. The individual rationale for each of these voting
decisions is included in the relevant quarterly reports published throughout the year.
Resolutions relating to board structure accounted for the majority of our votes
against management recommendations. These extended to an insufficient balance
of independence on boards, including the presence of long-serving directors,
insufficient gender diversity, and concerns with individual directors’ external
commitments. In some cases, this resulted in votes against the specific director,
and in others it resulted in votes against nomination committee members.
Other notable areas where we voted against resolutions included concerns
surrounding executive pay, which also led to votes against the re-election of
remuneration committee members, and potential shareholder dilution where
companies made proposals to issue new shares without first offering these
to existing shareholders.
Resolutions voted against management

INSTRUCTED VOTES AGAINST

1033 RESOLUTIONS

Other, including AOB
Share capital

1%

2%

5%

Audit related

22%
6%

52%
5%
3% 2%

1%

1%

Other
Remuneration structure
Board structure
Shareholder rights
Environmental/social proposal

VOTES AGAINST SHAREHOLDER-PROPOSED RESOLUTIONS
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72.8%

FOR

0.5% NO ACTION
Board structure

Remuneration policy/proposal

Total shareholder proposals in 2021
(184 proposals)

26.6% AGAINST

VOTES AGAINST MANAGEMENT-PROPOSED RESOLUTIONS
Articles/bylaws

Like all our voting decisions, each
decision on shareholder-proposed
resolutions is taken on a case-by-case
basis. We supported 73% of the 184
shareholder-led proposals during 2021.
These included resolutions relating to
environmental and social matters,
improvements to shareholders’ rights,
and director elections.

During 2021, shareholder-proposed
resolutions relating to environmental
matters received significant interest
from a wide variety of stakeholders.
Our active thematic investment approach
meant that we were not invested in
many of the companies where
shareholder resolutions were proposed
at their shareholder meetings.
In addition, where we were invested
in these companies, often we had
engaged with the company ahead of
the meeting. We supported 85% of the
20 shareholder proposals on
environmental matters.
Environmental shareholder proposals
(20 proposals)

85%

15% AGAINST

FOR

EQUITY-INCOME PORTFOLIOS

WHERE VOTING HAS TRANSLATED INTO INVESTMENT DECISIONS
US TECHNOLOGY COMPANY – TEXAS INSTRUMENTS
Voting is a factor in our investment decisions. For example, one feature of
technology company Texas Instruments has always been the high number of
options issued. This has a direct effect on the returns to shareholders through
an increase in the share count. When used as payment for the management
team, this can result in skewed incentives since options mean that
management shares in the upside but not in the downside of the share-price
performance.
We therefore voted against the use of options for management. We also voted
against the reappointment of the auditor given its 69-year uninterrupted service.

CASE
STUDY

SELL

Ultimately, these factors contributed to our decision to sell the shares
completely during 2021.

VOTING AS AN ENGAGEMENT OUTCOME
UK MATERIALS COMPANY – BHP
We voted in favour of three shareholder resolutions at the company's 2021
AGM, two of which related to climate-change considerations and
disclosures. The third resolution sought to improve shareholders’ ability to
file shareholder resolutions.
As a signatory to Climate Action 100+, we have been engaging with BHP
on its management of climate risk for over three years, reinforcing our own
one-on-one multi-year engagement efforts. We noted the company’s
significant improvements to managing climate change over this period.
With the spin-off of petroleum assets, the strategic focus on ‘future-facing
commodities’ and the investments into decarbonisation research and
development, the company is better positioning itself for the long term.
In addition, the company has studiously engaged with shareholders on its
approach to this subject and has market-leading disclosures.

ENGAGED

While welcoming these improvements, we continued to have concerns surrounding a lack of clarity on whether
the company’s environmental plan meets the emissions requirements for a 1.5-degree decarbonisation pathway.
The Scope 1 and 2 carbon reduction target of 30% by 2030, from a 2018 baseline, is below the 42% required under
the Science Based Targets initiative. We recognised that this was a challenging target but, in our view, a company
like BHP, with the resources and expertise that it has, should be able to set targets that meet this type of criteria.
We would also like BHP to strengthen its steel decarbonisation plans, which we believe require urgent attention.
We plan to continue engaging with the company in this area to understand better the bottlenecks that it faces
and to help support it as it seeks potential solutions.

CASE
STUDY

Finally, we voted against the company’s Climate Transition Action Plan. We were concerned that if we supported the
plan the company would conclude that the strategy was complete and that there was no need to continue to improve.
At present, given the vast differences between the theoretical changes that need to be happening based on independent
climate-change reports and the reality of current government and corporate strategy, we feel it is prudent to support
proposals for more action and disclosure.
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Voting profile
2021 voting summary

VOTING SUMMARY BY REGION FOR MEETINGS HELD IN 2021
Region's % of our global vote

In favour of management on all resolutions.
Against management on one or more resolutions.
Took no action owing to share blocking.

UK

EUROPE

NORTH AMERICA

26.3%

20.3%

21.3%

85%
14%
1%

53%
34%
13%

11%
89%

LATIN AMERICA

AUSTRALIA / NEW ZEALAND

JAPAN

3.4%

3.9%

4.6%

21%
74%
5%

41%
59%

77%
23%

ASIA

EMERGING MARKETS

REST OF THE WORLD

10.6%

6.0%

3.7%

68%
30%
2%

50%
50%

43%
57%
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Newton takes an
active role in promoting
well-functioning
financial markets, with
the ultimate aim of
providing our clients
with greater confidence
in financial markets,
and to help foster
financial institutions
that are accountable
and responsible to
investors.
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Helping to shape policy and best practice

We recognise that as an intermediary
in the financial system we play an
important role in providing investors
with access to investment solutions,
and that with this comes an inherent
responsibility to do what is right on
behalf of our clients, as well as wider
asset owners and stakeholders in
the financial system.
We have been active participants in
the debate around enhancements to
financial systems, and we dedicate
the resources of our executives and
investment professionals to furthering
best practices and regulations.
As mentioned above, our research
team benefits from in-house
geopolitical and macroeconomic
expertise which helps us identify and
protect against market-wide risks.

“

A direct way we can participate in and influence debate is by responding to
industry consultations.
There are three primary ways in which we contribute to these.

1

We provide input into formal responses from industry bodies and groups of
which Newton or individual members of the responsible investment team
and wider investment teams are members.

2

We help steer responses prepared by our parent company, BNY Mellon.

3

We respond directly as Newton.

Recent examples of our activities

FOOD SUSTAINABILITY
WORKING WITH OTHER INVESTORS TO URGE GOVERNMENT ACTION

We recognise that ESG factors
such as climate change and
social inequality are fast being
recognised as posing systemic
risk, both to our clients’
interests in the long term and
to society more widely.

”

We also work with GLG, an external
expert network, to gain specialised
insights on key topics. We recognise
that ESG factors such as climate
change and social inequality are fast
being recognised as posing systemic
risk, both to our clients’ interests
in the long term and to society
more widely.
Our commitment to contribute
to solutions is the essence of our
purpose in fostering a healthy
and vibrant world for all.
Our ESG engagement themes include
other factors which may pose
widespread risk, such as cybersecurity
and food sustainability, on which we
are engaging with companies and
policymakers. Please refer to page 23
for a snapshot of our efforts on
these key risks.

Alongside 15 other institutional investors, we signed an open letter to the
UK government to urge action on the National Food Strategy’s recommendations
on creating a healthier and more sustainable food system by way of mandatory
reporting of nutrition and sustainability metrics.
Specifically, the coalition is calling on the UK government to:
•	Introduce new legislation on mandatory reporting of sales-weighted metrics,
as recommended by the National Food Strategy. Such legislation should:
–	Cover large retailers, restaurants, caterers, wholesalers, manufacturers,
and online food-ordering platforms that have operations within the UK.
–	Include a wide set of measures including sales of food and drink high in fat,
sugar or salt (HFSS), sales of protein by type, sales of fruit and vegetables
and food waste.
•	Consider the full range of regulatory tools at its disposal – including fiscal
interventions and enhanced regulation – to promote sustainability in the
food system, focusing in particular on internalising the externalities
currently borne by the environment and society.
•	Be bold and ambitious in its response to this major social and
environmental challenge.
This initiative supports our focused engagements on food sustainability.
Outcomes we are seeking include improving the nutritional content of food
without placing a greater strain on the environment, and ensuring global
populations have access to affordable, nutritious and sufficient food.

THE ENERGY TRANSITION
SUPPORTING THE DEVELOPMENT OF COMMON STANDARDS
We have taken part in the Institutional Investors Group on Climate Change (IIGCC)
target-setting groups to ensure that guidance standards are robust and practical
to implement.
Additionally, we have participated in consultations on target setting with the IIGCC;
it is a complex task to set targets at an organisation and fund level, and therefore
we have sought guidance and participated in the conversation about how this
can be achieved.
Moreover, we have conducted meetings with organisations that determine and
audit science-based targets, which has assisted us in building our understanding of
what the broader financial services industry is doing.
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Collaborative initiatives
Below is a table of organisations and initiatives related to ESG matters in which Newton plays a formal role:

Organisation/Initiative

Joined

Status

Summary description

30% Club – Investor Group

2010

Member of
Race Equity
Working
Group

Investor group seeking to improve gender diversity
(30% of board directors to be female)

Climate Disclosure Standards
Board

2015

Member of
Technical
Working
Group

Oversees the development of a reporting framework and creates
the enabling environment for adoption of the framework by companies,
investors and regulators

GC100 & Investor Group

2012

Co-chair

Provides guidance to UK-listed companies, investors and
UK government on remuneration regulations

International Financial Reporting
Standards (IFRS)

2018

Member of
Advisory Council

The Advisory Council guides the IFRS Foundation on strategy
and workflow, which has included the formation of the
International Sustainability Standards Board

Institute of Chartered Accountants
of Scotland

2017

Member of
Sustainability
Panel

Professional body providing guidance to companies on how to
account for sustainability issues

Institutional Investors Group
on Climate Change

2018

Member of
Top-Down
Target Setting
Group

Mobilising capital for the low-carbon transition and to ensure resilience
to the impacts of a changing climate by collaborating with business,
policymakers and fellow investors

International Corporate
Governance Network (ICGN)

2002

Board Chair

Investor-led global organisation that influences stewardship in terms
of public policy, provides member education and connects members

Investment Association

2018

Member of
Sustainability
and Responsible
Investment
Committee

Provides strategic direction to the Investment Association on
sustainable and responsible investment; broad mandate to consider
and lead on all issues affecting member firms in sustainability
and responsible investment

2019

Member of
Stewardship
Working
Group

Provides expert guidance to the Investment Association on
stewardship-related activities and policies

2021

Member of
Fixed Income
Working
Group

Provides expert guidance to the Investment Association on
fixed-income stewardship-related activities and policies

2021

Member of
Green Gilts
Working
Group

Forum for Investment Association members to discuss the
UK government’s green gilt initiatives

Pensions and Lifetime Savings
Association (PLSA)

2014

Member of
Stewardship
Advisory
Group

Provides expert guidance on stewardship matters to the PLSA,
a collective organisation for UK-based pension schemes

ShareAction Healthy Markets

2020

Member of
Steering
Committee

Campaign asking UK food and drinks companies to produce healthier,
more affordable products, limit advertising of sugary products to children,
and encourage clear and accurate food labelling
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Helping to shape policy and best practice

Newton also contributes actively to the following collaborative initiatives:

Organisation/Initiative

Joined

Status

Summary description

Asian Corporate Governance
Association

2007

Member

Education, research and policy influencer across Asian markets
on governance matters

CDP
(previously Carbon Disclosure Project)

2007

Supporter

Focuses investors, companies and cities on taking action to
build a sustainable economy by measuring and understanding
their environmental impact

Climate Action 100+

2018

Signatory

Investor-led initiative to ensure the world’s largest corporate
greenhouse-gas emitters take necessary action on climate change

Farm Animal Investment Risk
and Return (FAIRR)

2019

Member

Collective investor resource for research and engagement with
animal agriculture

Good Work Coalition

2021

Member

ShareAction coalition focused on quality work, including a specific
living-wage campaign

ICGN Global Stewardship
Principles

2003

Endorser

Global stewardship principles expected of investors

Investor Alliance for
Human Rights

2021

Member

Collective action platform for responsible investment that is grounded
in respect for people's fundamental rights, providing frameworks
and collaboration opportunities

Investor Stewardship Group

2018

Endorser

Framework of basic investment stewardship and corporate governance
standards for US institutional investor and boardroom conduct

Net Zero Asset Managers
Initiative

2021

Member

International group of asset managers committed to supporting the goal
of net-zero greenhouse-gas emissions by 2050 or sooner, in line with
global efforts to limit warming to 1.5 degrees Celsius, and to supporting
investing aligned with net-zero emissions by 2050 or sooner.

Principles for Responsible
Investment

2007

Member

Asset owner-led organisation that promotes responsible investment
principles and helps administer members’ specific responsible
investment activities.

Sustainability Accounting
Standards Board

2020

Member

Sets standards guiding the disclosure of financially material sustainability
information by companies to their investors

Taskforce on Climate-related
Financial Disclosures

2018

Supporter

Leading global framework for reporting of climate-related information

Transition Pathway Initiative

2019

Supporter

Global, asset owner-led initiative which assesses companies’
preparedness for the transition to a low-carbon economy

UK Stewardship Code

2012

Signatory

UK Financial Reporting Council’s principles for stewardship expectations
of UK investors

Workforce Disclosure Initiative

2018

Member

Seeks to encourage world’s largest companies to better disclose
diversity policies, procedures and practices
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HOW WE
TAKE INTO
ACCOUNT
OUR CLIENTS’
EXPECTATIONS
We take very seriously our responsibilities as
an appointed agent acting on behalf of our clients,
as well as our responsibilities as a trusted intermediary
in the investment value chain.
As an active manager, we are keen to ensure that the decisions
surrounding the exercise of ownership rights are aligned with our
investment process as well as with our clients’ expectations.
Stewardship activities are fundamental to the investment solutions we
provide to our clients. We consider the activities to be an integral and
important part of our investment process. Our approach has been
designed as an investment-led approach that is aligned with our
wider investment activities.
Our long-term approach to investing aligns well with our stewardship
intentions by seeking to understand and influence the long-term
sustainability of the investments and investment landscape and, ultimately,
the long-term investment requirements for which our clients are seeking
solutions and which are a key reason why they entrust us to manage
investments on their behalf.
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How we take into account our clients’ expectations

Identifying our clients’ requirements
and expectations is achieved at the
outset of our relationship by way of
initial discussions and formal provisions
within investment management
agreements.
Regular meetings and ad-hoc requests
from clients and their advisors provide
us with additional insights. In addition,
we often deliver presentations to clients
on a variety of aspects of stewardship.
We may also provide training to clients
on topical responsible investment and
stewardship subjects. We believe this
helps support their expectations of their
investment managers and helps them
to develop their own position in relation
to stewardship matters.
During the year, we were not aware of
any instances where we failed to manage
our clients’ assets in alignment with
their stewardship policies.
In a practical sense, our understanding of
clients’ stewardship expectations allows
us to articulate clearly and explicitly in
engagement meetings with companies
Company

the importance that the ultimate
beneficiaries place on particular issues.
In recent years, we have seen our clients
being increasingly focused on climate
risk mitigation within their portfolios.
Remuneration arrangements at investee
companies also remain a frequent topic
of interest.
Expressing our clients’ interests can be a
powerful argument when convincing
companies of the virtues of an improvement that we are seeking to influence.
Our engagement with Diageo set out
below provides an example of this, as
does the example of CMS Energy
provided earlier in this report on page 32
in relation to our clients’ increasing
interest in climate change.
The majority of our clients provide us
with discretion to exercise their voting
rights, and there are only a few exceptions
where clients exercise their own voting
rights. It is also rare for a client to
request specific actions from us on a
voting or engagement matter.

In these rare situations, we will carry out
and confirm the client’s request, or
provide justification for why we have
taken a certain direction or made a
specific decision.
We report regularly to clients by way of
quarterly responsible investment
reports. These are usually available one
month after the end of the relevant
reporting period and contain discussion
of how we have acted in the best
interests of our clients over the period
by providing details on the ESG
engagements undertaken during the
quarter, as well as a complete list of all
voting activity, and rationale when we
have voted against the recommendations
of the companies’ management.
The production of the reports is
formally reviewed by our marketing and
communications team, which not
only helps to ensure consistency and
accuracy, but also that the reports meet
financial-promotion requirements,
including being fair, clear and
not misleading.

DIAGEO

Period of engagement

2020-2021

Engagement theme

Governance: Remuneration

Objective

We sought to influence positively enhancements to the alignment of executives' remuneration
arrangements with the company’s ESG objectives, which is an emerging expectation among investors.

Engagement
information

Over the course of 2020-2021, we had three engagements with the chair of Diageo’s remuneration
committee. These discussions were led by one of our responsible investment analysts alongside our
global research analyst and head of responsible investment. We have exposure via equity holdings.
The company sought our views on the inclusion of ESG metrics in executives’ long-term incentive
awards. We outlined our expectations that these should be measurable, transparent and auditable by
an independent third party, and either underpinned by financial measures, or used as an underpin to
financial measures. We also cautioned against using too many metrics as this would dilute the value of
the metrics. In a follow-up call, we reiterated our support for this evolution, and encouraged metrics
associated with carbon intensity, water usage, responsible drinking and diversity.
In early 2021 the company presented its plan, which would comprise four goals: positive drinking,
inclusion and diversity, carbon reduction, and water efficiency.
We questioned the company as to how these indicators would be implemented and monitored,
and how success would be recognised.
The company offered some details such as conducting group sessions at schools and running surveys
to track changes in attitudes for the positive drinking measure. For inclusion and diversity, the company
highlighted that its ambition is to have 45% of its leaders ethnically diverse by 2030.
The company expects its carbon-neutrality target to progress as more effective and efficient technology
becomes available after 2025. Finally, the company expects to make significant investment in water
recovery and reuse technologies at water-stressed locations. We welcomed the progress made,
and felt reasonably assured that these were progressive measures.

Outcome

In this situation, we were encouraged that the company’s proposal captured many of our points of
feedback during engagement.
The outcome was not considered immediately material to the financial performance of the company,
but we believe the company and its investors will benefit over the longer term owing to improved
alignment of interests between the executive team, shareholders and employees, which we also
believe ultimately will benefit corporate culture and the company’s human capital.
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We engage the services of
high-quality providers of data
and research to support our
analysts in their respective
research responsibilities.

MONITORING
OUR SERVICE
PROVIDERS
A variety of secondary data and research providers are used,
which aid our understanding of investments we are
considering and have undertaken.
External data sources and research are also a key
complementary element in our engagement and voting
activities. Research analysts, including our responsible
investment analysts, will often corroborate secondary sources
of information with primary sources of information, such as
company publications or meetings with company
representatives.
Each research provider is subject to regular reviews,
including quarterly attestations from individual analysts as
to the value of these services.

In terms of voting, we use the services
of an electronic voting service provider.
ISS Proxy Voting Services helps us to
lodge voting instructions efficiently
and effectively, and is also as one of a
variety of information sources used
when determining voting decisions.
The voting recommendations of ISS
are not routinely followed; it is only in
the event of Newton recognising a
potential material conflict of interest
(as described above in our section on
‘Managing conflicts of interest’ on
page 21) that the voting
recommendations of ISS are
followed explicitly.
ISS is subject to the policy and
procedures of Newton’s Vendor
Management Oversight Group.
Reported to this group are the biannual
service review meetings conducted
with ISS, which include a review of
ISS’s operational performance, service
quality, robustness of research and
internal controls, including
management of its potential material
conflicts of interest.
No issues of significant concern
were recognised within the service
review meetings or with the services
delivered by ISS during 2021.
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APPENDIX
ENTITIES ENGAGED WITH DURING 2021
Below is a list of entities with which we engaged during 2021 where the primary reason for the engagement
was driven by an environmental, social or governance matter:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

4Finance
A2 Milk Co
Abbott Laboratories
Accenture
Advanz Pharma
Aggreko
AIB
Air Liquide
Aker
Alcon
Amazon.com
American Airlines
Anglo American
Antolin
Apple
Asda
Asian Paints
Associated British Foods
Ayala Corporation
BAE Systems
Bank Negara
Bank of Ireland
Barclays
Barclays
Barratt Developments
Bayer
BBVA
Bharti Airtel
BHP
Bilibili
Blackstone Property Partners
BMW
Bodycote
BP
Britvic
Casino Guichard Perrachon
Cemex
Cerba
Charter Communication
CIE Financiere Richemont
CIFI
Citigroup
Clarios Global
CMA CGM
CMS Energy
Coca-Cola HBC
Consolis
Costco Wholesale
Credicorp
CRH
Dana
Danone
Deere & Co
Diageo
Ebara
Ecolab

•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Elanco Animal Health
Elite Material
Emerson Electric
Ferguson
Ford
Foshan Haitian Flavouring
Globant
Goldman Sachs
Goodyear Tire
Grieg Seafood
Heathrow
Hennes & Mauritz
Hipgnosis Songs Fund
Hiscox
Iceland
Iliad
Industria De Diseno Textil
Ineos Quattro
Informa
Insurance Australia Group
International Consolidated Airlines
Intesa
Intuitive Surgical
IronMountain
ITEQ
Jaguar Land Rover
Jubilant Foodworks
Kerry Group
Klockner Pentaplast
Kronos
Kubota
Liberty Latin America
Linde
Lloyds Bank
Lonza
Marks & Spencer
Maruti Suzuki India
Masmovil
Medline
Millicom International
Modulaire
Mondelez
Motability
Mowi
Nari Technology
National Express Group
Nationwide
NatWest
Neste
Nestlé
Nike
Nobian
Norfolk Southern
Novartis
PepsiCo
Persimmon
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•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Peru
Petrobras Global Finance
Pfleiderer
Philips Domestic Appliances
Picard
Prologis
Rabobank
Royal Dutch Shell
RWE
Ryanair
Sainsbury
Samsonite International
Samsung Electronics
Samsung SDI
Santander
Schneider Electric
SELP Finance
Seven & I
Shaftesbury
Shenzhen Inovance Technology
Skipton Building Society
Smiths Group
Smurfit Kappa
Solenis
Standard Chartered
StarPower
Sugi Holdings
Summit Digital
Sunopta
Suntory Beverages & Food
Superior Industries
Svenska Handelsbanken
Sysco
Taylor Wimpey
Tesco
Tesla
Thales
Thermo Fisher Scientific
TI Fluid Systems
TK Elevator
T-Mobile USA
Toll Brothers
Travis Perkins
Tritax Eurobox
Unilever
United Airlines
Vantage Towers
Vivendi
Volkswagen
Vonovia
Wickes Group
Wuhan DR Laser Technology
Xinyi Solar
Yorkshire Building Society
Yum China
Zoetis

WANT TO FIND OUT MORE?
LGPS investors
E: uk.lgps@newtonim.com

Institutional investors
E: institutional@newtonim.com

Charity investors
E: charities@newtonim.com

Your capital may be at risk. The value of investments and the income from them can fall as well as rise and investors may not get
back the original amount invested.
Important information
This is a financial promotion. These opinions should not be construed as investment or any other advice and are subject to change.
This document is for information purposes only. Any reference to a specific security, country or sector should not be construed as a
recommendation to buy or sell investments in those securities, countries or sectors. Please note that portfolio holdings and positioning
are subject to change without notice. Newton manages a variety of investment strategies. Whether and how ESG considerations are
assessed or integrated into Newton’s strategies depends on the asset classes and/or the particular strategy involved, as well as the
research and investment approach of each Newton firm. ESG may not be considered for each individual investment and, where ESG is
considered, other attributes of an investment may outweigh ESG considerations when making investment decisions.
Issued in the UK by Newton Investment Management Limited, The Bank of New York Mellon Centre, 160 Queen Victoria Street,
London, EC4V 4LA. Registered in England No. 01371973. Newton Investment Management is authorised and regulated by the Financial
Conduct Authority, 12 Endeavour Square, London, E20 1JN and is a subsidiary of The Bank of New York Mellon Corporation.

newtonim.com
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