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The UK Stewardship Code 2020 Compliance Statement

Foreword
The last 18 months have been unprecedented for global investors, with the Covid-19 pandemic impact
stretching far beyond the day-to-day business of the world’s financial markets. Institutions and individuals
alike are adapting to the ‘new normal’ that is still emerging.
Throughout these difficult times Nomura Asset Management (‘NAM’) – as well as the investment
management industry at large - has continued to work in the best interests of its clients. We remain
committed to investing responsibly and to acting in a manner that maximises the experiences of our clients
and that of other stakeholders impacted by our investments.
It is now widely accepted that investment decisions should be made with consideration for their longterm impact on the world and not just for their near term financial results. Environmental, Social and
Governance issues have been at the forefront of our investment decision-making process for almost ten
years now. Nomura Asset Management continues to be a leading advocate for sustainable investing through
its alignment with the UN Principles for Responsible Investment and its involvement with other global
and regional initiatives. We collaborate with other entities to promote ESG issues and to provide more
transparency on investee firms’ sustainability approach.
This report sets out the actions taken by Nomura Asset Management U.K Limited (‘NAM UK’) and, where
appropriate, its international affiliates, to comply with the 12 Principles of the UK Stewardship Code 2020
and has been approved by the Board of Directors as of 31 October 2021.

Dr. Constant Eduard Maria Beckers
Chairman, Nomura Asset Management U.K. Limited
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Introduction
This report sets out the actions taken by Nomura Asset Management U.K. Ltd (‘NAM UK’) and, where noted,
its delegated affiliates, to meet the 12 Principles of the UK Stewardship Code 2020, for the 12 month period
ending 30 September 2021.
The UK Stewardship Code was first established by the Financial Reporting Council (the ‘FRC’) in 2010, with
subsequent revisions in 2012. As a Competent Authority, the Financial Reporting Council (FRC) sets the
UK Corporate Governance Code and Stewardship Codes, as well as regulating auditors, accountants and
actuaries. It promotes transparency and integrity in businesses, and its work is aimed at investors and
others who rely on company reports, audit and high-quality risk management.
The UK Stewardship Code (the ‘Code’) 2020 sets high stewardship standards for those investing money on
behalf of UK savers and pensioners, and those that support them. Stewardship is the responsible action,
management and oversight of capital to create long-term value for clients and beneficiaries leading to
sustainable benefits for the economy, the environment and society.
The Code applies to:
 Asset owners such as pension schemes, insurers, foundations, endowments, local government pension
pools and sovereign wealth funds
 Asset managers who manage assets on behalf of UK clients or invest in UK assets
 Service providers such as investment consultants, proxy advisors, data and research providers that
support asset owners and asset managers to exercise their stewardship responsibilities
The Code which took effect from 1 January 2020 is a substantially revised and strengthened version of
the previous 2010 and 2012 versions. There has been significant growth in investment in assets other
than listed equity, such as fixed income bonds, real estate and infrastructure. Environmental, particularly
climate change, and social factors, in addition to governance, have become material issues for investors to
consider when making investment decisions and undertaking stewardship. The Code also recognises that
asset owners and asset managers play an important role as guardians of market integrity and in working to
minimise systemic risks as well as being stewards of the investments in their portfolios.
There are 12 ‘apply and explain’ Principles in the Code for asset managers and asset owners, and a
separate set of 6 Principles for service providers. As an asset manager, NAM UK is required to apply and
explain its adherence to the 12 Principles set out in this report.
NAM UK is the London based entity of the NAM Group providing investment management services to
segregated institutional client portfolios and investment vehicles, such as investment trusts and mutual
funds. Its client base includes UK and European pension funds, government agencies, corporate clients
and funds throughout Europe, the Middle East, Asia and the Americas. As of 30 September 2021, NAM UK
directly-contracted clients held assets worth £21,029 million in total.
NAM UK is authorised and regulated by the Financial Conduct Authority (FCA) and has been a signatory to
the Code since it was established in 2010 and a ‘Tier 1’ signatory when it was revised in 2012. As an FCA
authorised firm, NAM UK has a regulatory obligation under the Conduct of Business (COBS) sourcebook Rule
2.2.3 to disclose the nature of its commitment to the Code or, where it does not commit to the Code, its
alternative investment strategy.

Nomura Asset Management U.K. Limited
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PRINCIPLE 1
Signatories’ purpose, investment beliefs strategy and culture enable stewardship that creates
long-term value for clients and beneficiaries leading to sustainable benefits for the economy, the
environment and society.

Nomura Group overview
The Nomura group of companies (‘Nomura Group’) was founded in 1873 by Tokushichi Nomura. By the early
1920s it had grown to be a dominant force in Japanese financial services. Building on this success, the
group expanded globally in the 1950s.

Founding Principles
The Nomura Group’s commitment to society and clients is rooted in the Founder’s Principles and remains
today.
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Nomura Group Corporate Philosophy and Code of Conduct

The Corporate Philosophy is foundation of the Nomura Group. It defines the Group’s mission, maps out the
vision to achieve that mission and clarifies the unchanging values that underpin everything.

The Group’s Corporate Slogan captures the essence of this philosophy and the unwavering determination to
fulfil the tenets it embodies.

The Code of Conduct represents commitment to upholding the highest standards of integrity and putting
the core values into action. It sets out guidelines for Nomura Group directors, officers and employees to
translate the Nomura Group Corporate Philosophy into actions.

Nomura Asset Management U.K. Limited
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Investment Capabilities
The Nomura Group’s investment management activities are represented by Nomura Asset Management Co.,
Ltd (‘NAM’), established in 1959 and now Japan’s largest independent investment manager and one of the
industry’s leading global players.
NAM is a wholly owned subsidiary of Nomura Holdings, Inc. (the ‘Nomura Group’).
Headquartered in Tokyo, NAM has dedicated investment management operations globally, with
approximately 340 investment professionals, providing its clients with a wide range of innovative investment
strategies including global, regional and single country equities (active and passive), high yield bonds,
alternative investments and global fixed income strategies. NAM provides high quality asset management
services to public and private pension funds, governments and central banks, commercial banks and
insurance companies and business enterprises.

Nomura Asset Management in Numbers

$569bn

assets under
management globally

114

dedicated professionals
committed to fundamental
and quantitative research

1,334

staff employed
across 14 offices

Our investment
management capability
was established in Japan
over 50 years ago in

1959

231

portfolio managers
located strategically
around the world

Operating in
Europe for over
years

30

Source: Nomura Asset Management, as at 30th June 2021
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Responsible Investment
NAM is committed to Responsible Investment, being a signatory to the United Nations Principles for
Responsible Investment since 2011 and has a strong track record of acting in a manner that maximises both
the experiences of our clients and the other stakeholders impacted by our investments.
We follow the principles outlined below in order to fulfil our fiduciary duty as an investment company:
 Our primary purpose is to aim to achieve the best possible investment performance for our clients
 We strive to establish a virtuous circle of investment growth in accordance with regulatory requirements
and industry codes of conduct
 This includes engaging in constructive dialogue, exercising voting rights, and considering ESG factors
 We aim to realise a healthy, sustainable society and contribute to raising the earnings power of
corporations thereby aiding the formation of national and international wealth
 We strive to earn and maintain the public’s trust and earn the confidence of all our stakeholders
NAM publishes a global Responsible Investment Report on an annual basis to help domestic and
international investors, portfolio companies and asset owners better understand the approach to
stewardship activities.

https://global.nomura-am.co.jp/responsibility-investment/

Nomura Asset Management U.K. Limited
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ESG
NAM is committed to fulfilling both its fiduciary and social responsibilities through the provision of high
quality products and investment solutions that meet the performance and service expectations of clients. At
the same time, we recognise the importance of ESG measures of company performance.
NAM’s ESG statement, formulated in March 2019, summarises the firm-wide ESG related commitments and
initiatives. It shares with stakeholders the direction of ESG-related activities and how NAM will respond to
environmental and social risks, and strive to realise a sustainable investment and society.
https://global.nomura-am.co.jp/responsibility-investment/pdf/esg_statement.pdf
NAM recognises that efforts to solve ESG issues are important in order to support a virtuous circle in the
investment chain. As a responsible investor, NAM encourages portfolio companies to operate with an
emphasis on ESG practices, whilst conducting its own operations with a focus on ESG.
https://global.nomura-am.co.jp/responsibility-investment/
Further details of ESG policies and processes, including case studies and examples are provided later in this
report (see Principle 7).

NAM’S Basic Policy for Engagement
We consider that engagement with investee companies is an effective way to fulfil our stewardship
responsibility and we intend to do so proactively.
We believe that engagement should be held based on a deep understanding of investee companies and their
business environment. In this way, we will strive to understand companies’ specific circumstances. We then
support companies in the management of businesses to help them enhance corporate value and achieve
sustainable growth through engagement. At the same time, we do not believe that asking for improvements
in companies with management issues is the only method of engagement. We believe it is also very
important to reassure well-managed companies of our support as investors.
As our operation underlies medium-to-long term investment based on thorough fundamental research
and analysis, we believe that medium-to-long term fundamentals are the key to engagement. However,
we expect the contents of the dialogue with each investee company to vary depending on the business
environment and each company’s specific business circumstances.
NAM’s basic principles for engagement are:
1. Maintain an amicable and constructive stance when communicating with investee companies
2. Deepen understanding not only on financial information, but also on non-financial information of the
investee companies, which includes ESG issues, the background to certain strategies and management
philosophy
3. Exchange ideas and opinions with investee companies regarding capital efficiency
4. Exchange ideas and opinion regarding the cause of, and countermeasures in the event of incidents that
breach accepted standards and promote effective corporate management
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Cross-border delegation between NAM affiliates
Nomura Asset Management U.K. Limited (‘NAM UK’) and all other NAM offices outside Japan are wholly
owned subsidiaries of Nomura Asset Management Co., Ltd (‘NAM’). Each NAM office is responsible for
providing global fund management expertise and investment management services from various regional
centres.

NAM believes in the regional management of investment portfolios through dedicated centres of expertise
supported by local client servicing. We therefore implement cross border delegation arrangements whereby
the locally contracted NAM office delegates portfolio management to the respective regional NAM group
entity where the relevant investment expertise is based.
Strategy/ies

Equities and
Global Fixed Income

Japanese Equities

Investment (sub) manager/s
Nomura Asset Management U.K Limited (‘NAM UK’)
Nomura Asset Management Singapore Limited (‘NAM Singapore’)
Nomura Asset Management Malaysia Sdn. Bhd. (‘NAM Malaysia’) and Nomura
Asset Islamic Management Sdn. Bhd. (‘NAM Islamic Management’)
Nomura Asset Management Hong Kong Limited (‘NAM Hong Kong’)
Nomura Asset Management Europe KVG mbH (‘NAM EU’)
Nomura Overseas Investment Fund Management (Shanghai) Co., Ltd. (NAM
Shanghai’)
(Nomura Asset Management Co., Ltd) (‘NAM Tokyo’)

(NAM Tokyo also manages some non Japanese equities)
In this report, the responses to the 12 Principles of the Code are split between the above investment
strategies where appropriate, and comments are supplied by the relevant investment (sub) manager/s.
For the purposes of this report, the Equity approach has been split between Japan and non Japan, although
there are shared processes, including data gathering and discussion, that are common to all NAM offices –
of which more details are provided in the Responsible Investment Reports referred to throughout this report.

Nomura Asset Management U.K. Limited
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Other investment managers to whom investment management duties are delegated, who are not NAM
affiliates are:

Nomura Corporate Research and Asset Management, Inc.
(‘NCRAM’)
NCRAM is a boutique investment management firm that specialises in the below investment grade credit
market, focusing on US and global high yield instruments and emerging market debt.
NCRAM acts as investment (sub) manager for US, Euro and global high yield bonds, leveraged loans and
emerging market bonds mandates and funds.
https://www.nomura.com/ncram/

American Century Investments Inc. (‘ACI’)
In May 2016, Nomura Holdings Inc. acquired a non-controlling 41% economic interest in American Century
Investments Inc. This expands the opportunities for both firms to reach new clients and provide a broader
range of solutions to serve investors’ strategic interests.
ACI was founded more than 50 years ago by Jim Stowers, Jr as a small asset management firm offering just
two mutual funds. It is now one of the top money managers in the U.S., serving financial intermediaries,
institutional clients and individual investors.
Jim Stowers Jr., and his wife Virginia established and endowed the Stowers Institute for Medical Research,
a world-class biomedical research organisation dedicated to uncovering the causes, treatments and
prevention of genetically based diseases, like cancer. The Stowers Institute for Medical Research owns a
controlling interest in American Century, and through this unique ownership structure, dividend payments
ensure the ongoing support of important work that can improve human health and save lives.
ACI acts as investment (sub) manager to several equity-based sub funds in our Irish-domiciled UCITS range
Nomura Funds Ireland plc, specialising in global growth, emerging markets, global small cap and sustainable
impact investing, as well as the more recently launched Advanced Medical Impact Fund and US Focused
Innovation Fund.
https://corporate.americancentury.com/en.html

11

Nomura Asset Management U.K. Limited

The UK Stewardship Code 2020 Compliance Statement

Equities
We offer a range of global strategies to suit our investors’ needs across style, market-cap and concentration.
Our equity teams are based in London, Singapore, Kuala Lumpur, Hong Kong and Shanghai.
Our purpose is to generate excess investment returns for our clients while behaving in a responsible way
and encouraging our investee companies to also behave in a responsible way. Our Responsible Investment
Philosophy is founded on the principle of Utilitarianism, that is to say each investment decision should
be taken with consideration of all the stakeholders in the investee company, including shareholders, the
environment, society at large, customers, suppliers and employees. We call this our “Total Stakeholder
Impact” philosophy and within this, where we identify an underserved stakeholder group we use our
influence to improve that outcome for that stakeholder and thus have a positive impact.
Our starting point, as responsible investors, therefore is to think about the total utility or Total Value created
by our investee or potential investee companies. The Total Value created is not just financial but the benefit
delivered to all stakeholders, including the happiness brought to customers, the employment and growth
opportunities brought to employees, the impact on the environment, etc.
For example, we might apply this framework to a possible investment in a business that uses monopolistic
pricing power to hike lifesaving drug prices more than 50x, to almost entirely unaffordable levels. The
stakeholders in this decision clearly include the end investors (our clients) and the customers who need
the drug. The end investors may wish for high investment returns and would thus be happy with such
corporate behaviour, but what about the severely detrimental impact on the customers? Consideration
of these stakeholders leads us to conclude that the total utility would not be enhanced by the investment
and therefore we should not invest. This is our view. Or put another way, we should not make investment
decisions that cause an overall reduction in utility to all stakeholders including, but not limited to,
shareholders. So it follows that we should invest in companies, and make investment decisions, that
increase the Total Value to stakeholders at large.
To achieve long-term returns for our clients we of course seek to invest in those companies that can
sustainably create significant value. However, even if the Total Value creation is positive, sustainability
cannot typically be achieved if the value created is not fairly shared among the various stakeholders. In
our drug pricing example for instance, in the short term, hiking prices allowed the company to dramatically
increase its share of the value created by the drugs it produces, to the benefit of shareholders. But such
price increases sparked a political and regulatory backlash that ultimately backfired on the industry.
Dramatically increasing the price of drugs that have been in production for years did not create extra value
in the broad sense, but did allow the company, for a short period, to capture a much larger share of the
value that was being created already.
More about our Responsible Investment Philosophy is contained in
this report on our website:
https://www.nomura-asset.co.uk/download/the-philosophicalthoughts-of-a-responsible-investment-team.pdf

Nomura Asset Management U.K. Limited
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We have identified 6 “Impact Goals” that we work towards as part of our long term engagement activity.
These “Impact Goals” sit within and complement the Total Stakeholder Value philosophy and provide long
term focus for our activities:
Setting Definable Impact Goals in line with NAM’s ESG statement and the UN SDGs
Society

Environment
Access to Healthcare

Social Responsibility

Eliminate
Communicable Disease

Global Access to
Basic Financial Services

Mitigate the Obesity
Epidemic

Global Access to
Clean Drinking Water

Material Consumption
per Capita

Deaths due to HIV, TB
and Malaria

Percentage of
population who
are Unbanked

Global Annual Tree
Cover Loss

Obesity related
Death Rate

Percentage of Global
Population with Access
to Safe Drinking Water

SDG 12.2
Achieve the sustainable
management and efficient
use of raw materials

SDG 3.3
By 2030, end epidemics of AIDS,
Tuberculosis and Malaria
SDG 3.4
Reduce mortality from
non-communicable diseases

SDG 1.4
By 2030, ensure all have equal
rights to economic resources
SDG 6.2
Achieve universal access
to clean water

Climate Change

Natural Capital

Mitigate Climate Change:
Keep global warming
to below 2°c

Mitigate Natural
Capital Depletion

ESG Statement

Impact Goals

Global Renewable
Energy Output

Key Performance
Indicators

Atmospheric
CO2 Levels
Global Carbon Emissions
per Capita

Alignment with
the UN SDGs

SDG 7.2
Increase the mix of
renewable energy
SDG 7.3
Double global energy
efficiency

Our long term investment performance has been strong which suggests our investment decision making has
been good, but in addition to that we believe that full transparency is the best way to allow our clients and
the world at large to hold us to account from a Stewardship perspective. As such we publish the following
documents on our website:
 Progress against our “Impact Goals” on an annual basis, via our Global Sustainable Equity strategy:
https://www.nomura-asset.co.uk/download/
 Quarterly responsible investment reports: https://www.nomura-asset.co.uk/responsible-investment/
 Full and flexible transparency into our proxy voting and corporate engagement activity via an online
dashboard: https://www.nomura-asset.co.uk/responsible-investment/engagement/
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In addition to investment performance there are several examples of companies changing their operations at
our request for example improving the quality of their own environmental reporting:
Johnson Controls
The company has been a core holding since the inception of our Global Sustainable Equity strategy aligned
with our Mitigate Climate Change goal. Buildings account for between 30 to 40% of emission globally,
varying by country, and as such reducing building emissions will play a very important role if global targets
for limiting climate change are to be met.
The company is a leader within commercial HVAC and integrated building management systems, and the
emission reductions that its technology and services can facilitate mean that the company is very well
positioned to benefit from a growing focus on building emissions. The most relevant impact metric for the
company is therefore the tonnes of carbon emissions that have been avoided as a result of its products and
services, however the company only reports this metric for a portion of its total operations.
We have been engaging extensively with the company to broaden its reporting on this crucial metric; the
response that we get is that this metric is available internally however it is somewhat subjective with
regards to how it is calculated. We do understand the company’s reservations, and this response is very
common, however we strongly believe that companies must start to shift more towards a more ‘impact
aware’ mind-set and start reporting these metrics despite their limitations, which can be offset by being
highly transparent about calculation methodologies and the limitations.
Nextera Energy
In addition to its environmental and financial attractiveness, there was an opportunity to take an active role
in positively impacting the company in relation to the environmental outcomes.
Data transparency will play an increasingly important role in Climate Change Mitigation and Climate Change
Adaptation because it allows investors to better understand the true impact of their investments. We
encouraged the company to report the tonnes of carbon avoided by its renewable energy investments, a
commonly used measure but one missing from the company’s published data.
The company has now begun reporting the metric, showing that its operating portfolio resulted in over 28
million tonnes of avoided CO2 emissions in 2019. This amount of CO2 emissions saved translates to over
6 million cars being removed from the road, since, according to the US Environmental Protection Agency
(“EPA”), a passenger vehicle in the US emits 4.6 tonnes of carbon a year on average. The US Energy
Information Administration (“EIA”) states that the average annual power electrical consumption per US
residential utility customer is 10,649 kWh, so the 48.6TWh of carbon free power generated by the company
could support 4.6 million households.
From an environmental perspective the reduction in emissions is highly attractive, but importantly, from
an investment perspective, the publication of the data helped other potential investors to understand the
environmentally beneficial characteristics of the company and hence widened the pool of available capital
for the company. This may reduce the cost of capital for the company and thus have an accelerating effect
on its future renewable energy investments.

Nomura Asset Management U.K. Limited
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Japanese Equities
We aim to be the Japanese asset management firm of choice for clients around the world. In accordance
with our corporate principles we continue to proactively work to solve key issues in order to realise a
virtuous circle of investment:
Strengthening the
Investment Chain

Corporate Value Improvement
Through Governance

Realizing a Healthy Global
Environment

Realization of a Society in
which Human Rights are
Respected

 Provision of excellent
 Sufficient display of corporate  Achieving a decarbonized
 Promotion of diversity and
products and services that
governance functions
society
inclusion
help clients build wealth
 Enhancement of internal
 Preservation of natural capital  Creation of environments in
 Promotion of responsible
control system
which employees are excited
investment
to work
 Strengthen and enhance
 Enhancement of investment
the system for managing
 Realization of a health and
capabilities and client
conflicts of interest
long-lived society
convenience through
digitalization
 Promotion of financial literacy
education
 Support for regional
revitalization

We have a long history of engaging in responsible investment. Our systems, processes and organisation
have undergone continuous reform to reflect and respond to the changing needs of investors and wider
society. One example is the Responsible Investment Council (referred to in more detail in Principle 2 which
outlines the current structure), which was established in 2016 as an oversight body to the Responsible
Investment Committee.
Our global and diverse personnel and their research capabilities is another strength. A large number
of portfolio managers, analysts and ESG specialists working in one of the largest active management
institutions in Japan are committed to applying their analytical abilities and insights to responsible
investment.
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Global Fixed Income
Our investment teams manage over $50bn on behalf of our clients globally, covering a range of customised
strategies. Some of these strategies have specific ESG-related requirements, whereas others have purely
financially-oriented objectives.
For Global Fixed Income portfolios, our engagement activities are necessarily limited to Corporate Issuers.
We provide capital to investee companies and will voice concerns to those companies where there are
issues surrounding their activities that concern us.
This is done through our credit research process that examines both financial and non-financial (ESG)
elements of corporate debt issuers’ businesses. Our analysts undertake their research on a sector basis and
use both qualitative research and quantitative tools to examine both financial and non-financial criteria.
Where the analysts identify issues which they believe can be improved or addressed, they engage directly
with the relevant companies to make their views known. This part of the investment processes is not limited
only to companies in which our strategies have invested, but also to potential investee companies.
We do not currently publish the detail of these interactions (in order to preserve the confidentiality of
any response), but recent engagement topics have included key man risk and rent rises for a number of
European REITs and product safety standards for a domestic appliance manufacturer.

Nomura Asset Management U.K. Limited
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PRINCIPLE 2
Signatories’ governance, resources and incentives support stewardship.

Equities
We believe that the best decisions are achieved by keeping the analysis and the decision making as close
together as possible, hence we have adopted an integrated approach whereby the investment team has the
Responsible Investment Philosophy (outlined at Principle 1) and goals, and undertakes the ESG analysis.
Within this context however we have a Global Equity Responsible Investment Committee that provides
oversight to the decision making on philosophy, reporting and key engagement issues. More details of the
Global Equity Responsible Investment Committee are shown below.
The key leaders as pertains to ESG and Responsible Investment are:
Alex Rowe, who has been with NAM UK since 2014. He has over 8 years of
experience as a professional equity investor and has specialized in sustainable
and responsible investment since early 2016. He holds a Masters of Chemistry
(University of Oxford, First Class), and is a CFA Charterholder. Alex is an alumnus of
the Oxford University Saïd Business School Impact Investing executive program.

Tom Wildgoose, who is the Head of Global Equity Investment at NAM UK and has
been with the firm since 2007. He became Head of Research in 2011 and then
Head of Global Equities in 2014. Tom has been an equity investor for 19 years and
is also the co-manager of the Nomura Global High Conviction Fund. Tom holds a
Masters of Engineering (University of Durham, First Class), a Masters in Computing
(Imperial College, London), is a CFA Charterholder as well as being an exam
qualified management accountant.
Daniela Dorelova, who is the UK Global Equity Team’s ESG Specialist, supporting
all ESG research and engagement activity carried out by the team. She has
responsibility for the team’s Responsible Investment reporting, alongside her role
leading a number of collaborative engagements for the firm and covering the
Utilities sector. Daniela sits on the Global Equity Responsible Investment Committee
and chairs NAM UK’s ESG Working Committee.

17
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The objectives of the Global Equity Responsible Investment Committee are:
 review and agree changes (if any) to the Global Equity amendments to the NAM Proxy Voting Policy
 review the engagement activity plan of the outsourced corporate engagement provider (currently
Sustainalytics) and agree changes
 review any interactions with UNPRI and agree on any future interactions
 oversee any necessary updates to the NAM UK policy in respect to the UK Stewardship Code
 oversee the proxy voting process and decide on proxy votes for contentious issues and/or where the
issue is not clearly within the NAM proxy voting policy lodged with ISS
 approve the quarterly Responsible Investing Report
We use third party analysis and engagement services from MSCI, ISS, Sustainalytics and Refinitiv. However
we do not use external scores or ratings as part of our process, rather we produce our own rating based on
our own research and analysis, with the data from third parties just one input to that.
Contribution to our ESG effort has been a driver of investment team remuneration for several years as we
believe this is an effective way to incentivise the team’s efforts in this area. We also consider alignment with
our Responsible Investment Philosophy during recruitment processes.
Although we strongly believe that Responsible Investment is a journey of constant improvement and indeed
evolution, as new issues arise, we do believe out governance structures have been effective.

Japanese Equities
The roots of the current Responsible Investment Committee lie in the Proxy Voting Committee established
in 2001. Subsequently, the ESG Committee was established in 2011. The ESG Committee became the
Responsible Investment Committee as part of a reorganisation and an integration from 2014 to 2015. Based
on many discussions over the years, and always remaining conscious of our mandate from clients, we
have fostered a culture that is supportive of responsible investment, respects diverse opinions from a large
number of professionals and values lively discussion.
The Responsible Investment Council was established in 2016 as an oversight body to the Responsible
Investment Committee. Independent outside directors and outside experts make up the majority of the
Council, thus enhancing the management of conflicts of interest.

Nomura Asset Management U.K. Limited

18

The UK Stewardship Code 2020 Compliance Statement

Global Fixed Income
Our analysts use a mixture of quantitative and qualitative analysis within the research process to identify
and understand ESG influences on the securities held within our fixed income accounts. At all times, our
aim is to identify sustainability issues that may impact the ability of a fixed income security issuer to meet
its financial obligations. By doing so, we seek to lower the potential volatility of our clients’ portfolios due to
future credit events, with a particular focus on avoiding downside ESG and sustainability risks.
Our investment team assigns and records “ESG” ratings for all issuers within its analysts’ coverage. These
ratings are proposed by the analysts themselves, implying that they are treated to the same degree of rigour
as the overall over/underweight ratings and are part of those analysts’ objectives within our performance
measurement practices.
For sovereign issuers, a diverse set of non-financial data deemed material and relevant to assessing
sustainability risks for investors at the macro-economic level is used. Using a proprietary method, the
data is systematically aggregated into relative scores (Sovereign ESG Scores) with weights based on a
combination of the expected probability for each sovereign ESG risk factor to affect a country’s potential
growth rate, and the relative time required for such impact to occur. We recognise sovereign ESG factors
as potential indicators of growth risk and that they tend to correlate with traditional credit ratings. The ESG
ratings assigned are therefore relative, and this process enables the investment professionals to achieve
more comprehensive assessments than with traditional economic and financial analysis alone, as well as
potentially improving investment research and the ability to take appropriate risks.
Our ESG research into corporate issuers begins with a proprietary quantitative model which examines
ESG-relevant data compiled by third party sources, with various ESG-related factors weighted according to
their materiality to observed fixed income returns within each industry sector. For instance, for an issuer
within the Bank sector, more weight will be applied to “Social” and “Governance” factors than are applied
to “Environmental” factors, whereas for the Chemicals sector, a far greater emphasis on “Environmental”
factors is applied. A composite ESG score for each of the issuers in our coverage is derived, based on a
consistent and transparent process. Scores are updated on a regular and frequent basis.
In addition, the Global Credit Analyst team conducts broad-ranging qualitative research into the companies in
their coverage. The quantitative scores derived by the process described above may influence the analysts
to probe areas of perceived strength or weakness with respect to ESG criteria. However, the analysts are
free to question and examine any element of a company’s business model, income or balance sheet if it is
necessary for them to understand the relative value characteristics of that company’s bonds. This research
can also lead to the discovery of ESG issues not identified by the quantitative analysis.
Our analysts continuously question the scores generated by the quantitative model, and may adjust the
overall ESG assessment based on their own expertise and bottom up research.
We also have access to MSCI ESG ratings information, and use this as part of a quantitative assessment
of ESG factors that in turn informs our final ESG ratings. The ratings are used by our portfolio managers to
both attempt to improve risk/return outcomes for clients through a detailed understanding of ESG issues and
to appropriately align portfolios with clients’ stewardship and ESG requirements - the team now manage a
number of mandates with specific ESG-related requirements.
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We require the analysts to present both their overall Relative Value recommendations and specific ESGscores to our entire fixed income team through the Bond Credit Risk Committee. Their views are challenged
and questioned and further research may be requested prior to a formal ratification of the ratings and
scores.
The Bond Credit Risk Committee is chaired by Kento Okabe:
Kento joined NAM UK in July 2013 as a Credit Analyst and was promoted to Portfolio
Manager/Credit Analyst in June 2017. He has been a Senior Portfolio Manager and
Credit Analyst since April 2019.
Kento first joined NAM’s Credit Research Department in 2008 after obtaining a MEng
(Master of Engineering) Mechanical Engineering from Imperial College London the
previous year.
Kento reports into Yuji Maeda, the Head of Global Fixed Income at NAM UK:
Yuji has also been Chairman of the Fixed Income Investment Strategy Committee
since 2013, having served as Vice Chairman since 2011. In addition, Yuji is also the
Chairman of the Money Market Fund Investment Committee.
Yuji has specialised in managing fixed income portfolios since April 2010, having
joined NAM Tokyo in 2001 after graduating from Hitotsubashi University with a
Master’s Degree of Economics. He started his career in the Economic Research
Department, and was assigned to the Fixed Income Investment Department the
following year.
This process ensures consistency, oversight and accountability both financial and
non-financial elements within our research process. Analysts are assessed on both
the performance of their relative value ratings and their contribution to / knowledge
of stewardship issues.
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PRINCIPLE 3
Signatories manage conflicts of interest to put the best interests of clients and beneficiaries first.
NAM UK’s Conflicts of Interest Policy outlines that, in performing investment management services for
its clients, NAM UK may from time to time face situations in which a conflict of interest arises, typically
between:
 the firm, including its managers, employees and appointed representatives (if applicable) or any person
directly or indirectly linked to them, and a NAM UK client
 one client of NAM UK and another
In addition, the firm’s own remuneration and incentive structure could present similar conflicts of interest if
not controlled effectively.
Examples of conflicts that could arise during the management of our clients’ monies could include:
 use of non-public information (eg. about an investee company) to deal on behalf of NAM UK, its clients or
staff, or to procure others to do so
 dealing by NAM UK’s personnel ahead of clients’ investments or in conflict with a client’s investments
 use of brokerage affiliates to execute client trades, neglecting best execution obligations
 purchase of IPOs or placings from brokerage affiliates
 ‘acting in concert’ with the corporate finance entities of the wider Nomura Group
It is important that NAM UK maintains and operates effective organisational and administrative
arrangements with a view to taking all reasonable steps to prevent or manage conflicts of interest from
adversely affecting the interests of its clients.
Management of conflicts is achieved through a variety of controls such as pre-approval, regular monitoring,
disclosure, staff training and internal policies.
If these organisational and administrative arrangements are not sufficient to ensure, with reasonable
confidence, that risks of damage to the interests of a client will be prevented, then NAM UK must disclose
such potential conflicts to clients. The disclosure must be in a durable medium and include sufficient detail
about the conflicts of interest and their risks for the client to make an informed decision with respect to the
service in the context of which the conflict of interest arises.
Typically this will be done via the investment management agreement, or similar agreement appointing NAM
UK, which will be signed by both NAM UK and its counterparty.
We recognise that conflicts may arise in the context of stewardship responsibilities. The diagram below
shows how stakeholder objectives are prioritised in an effort to identify any potential conflicts, with the
overriding principle being that our clients’ interests should always be put before our own:
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Equities
An example of where a conflict of interest has arisen during our stewardship and voting activity:
Alphabet
We have been long term holders of Alphabet stock and from an investment performance perspective it
has been very successful. However the shareholder structure is below what we would expect from such
a company, creating a conflict between the interests of our clients, in investment returns, and for broader
society, which might not be well served by the concentration of control that exists.
Alphabet maintains three classes of share (Class A, Class B and Class C). Class A are common shares and
have normal voting rights, Class C shares bring an economic interest but no voting rights and often trade at
a slight discount to Class A shares. Class B shares have 10 votes per share (vs 1 for Class A) and are owned
by the founders and are not publicly traded. Because the class B shares have 10x the voting rights of Class
A the founders are able to retain control without keeping a majority economic interest and rendering the
voting of Class A shares largely irrelevant. We have seen that this type of share structure has often led to
negative impacts for society and shareholders in the long run. However our assessment is that economically
it remains a good investment. Hence we see that there is an issue and have engaged with the company
on multiple matters including this one over an extended period and have voted our proxies accordingly. So
far there has been no indication that the company is inclined to change the share structure so the conflict
remains and we continue to engage with the company.
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Japanese Equities
Members of the Responsible Investment Committee, the highest decision-making body, include, in principle,
only persons involved in investment and research decision-making, while people in a position with a conflict
of interest or people with the possibility of acting on behalf of such persons are excluded. In addition, under
the Audit and Supervisory Committee, we have established a Responsible Investment Council comprising
only the Chief Conflict Officer and persons in independent positions in our company, including independent
outside directors. This Responsible Investment Council monitors the Responsible Investment Committee’s
decisions as well as its overall management. The Council monitors stewardship activities, especially proxy
voting involving conflicts of interest, to make sure that decisions are made that do not adversely affect the
interests of clients as a result of conflicts of interest.
As required, the Responsible Investment Council recommends improvements to the Executive Management
Committee and / or the Responsible Investment Committee, and reports on this to the Board of Directors and
the Audit and Supervisory Committee. Furthermore, members of the Responsible Investment Council attend
Responsible Investment Committee meetings, and are able to immediately state their opinions.

Global Fixed Income
There have been no examples during the period of a conflict of interest arising as part of our fixed income
portfolio management or stewardship process.
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PRINCIPLE 4
Signatories identify and respond to market-wide and systemic risks to promote a well-functioning
financial system.

The NAM UK Board of Directors recognises that the management of risk is critical to the well-being of our
clients and our business, and the financial system as a whole.
Consequently, there are several risk forums overseeing all elements of risk within the business. The
documentation and analysis of these risks tends to be of a proprietary nature and not available to our clients,
therefore this document briefly summarises management’s approach in the aforementioned areas and in so
doing, makes reference to the key internal risk documents within NAM UK.
Operational Risk
An element of operational risk is of course inherent to the NAM UK business model. Management have
therefore established an Operational Risk Committee, chaired by the Chief Administrative Officer and
attended by all Department Heads, who meet on a half-yearly basis to review departmental risk profiles and
management information reports including key risk indicators. This allows senior management to identify
and address developing risks and trends within the business at an early stage. An operational risk report is
also submitted to the quarterly meeting of the Board of Directors.
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Operational risk incidents and errors are reviewed by the Risk and Control Committee (RCC), which meets
on a monthly basis and is chaired by the Head of Compliance and its members include the CEO, the CAO,
Head of Human Resources, VP of Compliance & Operational Risk Officer, and the Head of Finance. The RCC
members review operational risk incidents and errors on a case by case basis to ensure fair treatment for
our clients and the implementation of preventative measures to stop a recurrence.
Business Risk
NAM UK has a relatively low risk appetite which stems primarily from the nature of the business: long term
asset management with typically stable cash flows, absence of proprietary trading, low capital requirements
and conservative management of surplus capital. This is complemented by the culture of the organisation
which seeks to develop and maintain long-standing relationships with clients. A detailed analysis of
business and capital risk is performed annually by NAM UK including stress testing of a variety of operational
and business risk scenarios. This risk analysis is reviewed and approved by the Board of Directors and
submitted to the Financial Conduct Authority upon their request.
Regulatory Risk
Management acknowledge that instances of regulatory failure can be extremely damaging and therefore
have a particularly low appetite for regulatory risk, ensuring an effective compliance culture within the
business. This culture is managed and promoted by an independent Compliance Department backed by
comprehensive policies and monitoring programmes. The Compliance Handbook sets out a broad range of
regulatory principles and standards of conduct which must be adhered to by NAM UK staff, as well as more
specific policy documents, including obligations on the firm and individual employees and specific conduct
of business standards to be followed when acting on our clients’ behalf.
NAM UK’s Market Conduct Policy states that all staff must observe and uphold proper standards of market
conduct. Good market conduct can be demonstrated through fairness, transparency and compliance
with the rules, regulations, codes of conduct and standards in the markets and jurisdictions, regulated or
unregulated, in which NAM UK operates.

Contribution to industry initiatives in response to systemic risks
As outlined in the responsible investment reports referred to in this document, NAM actively supports
industry initiatives that promote sustainable investment and reflect NAM’s ESG Statement:
No-Deforestation
In October 2020, NAM joined an investor initiative using satellite-based imaging to work towards nodeforestation. Organised and coordinated by ACTIAM, a sustainable investment specialist, this initiative
represents a coalition of nine financial institutions with a total of €1.8 trillion in AUM. The project will use
satellite imagery and Artificial Intelligence (provided by Satelligence) to assess companies’ supply chain
traceability and deforestation risks. The loss of biodiversity due to increasing cases of deforestation is one of
the greatest societal and economic risks we face today.
Scrutiny of the financial and material risks, as well as recent governmental and regulatory discussions,
has brought analysis and risk management of deforestation to the forefront of investors’ minds. Hence,
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traceability and transparency of companies’ supply chains are crucial to investors in order to identify and
mitigate natural capital depletion risks in their portfolios holdings.
For the purpose of this engagement, 10 companies have been identified and split into two distinct groups.
The first group consists of five companies that are currently showing lack of traceability efforts and/or do
not disclose their supplier lists. The second group of five companies provide disclosures of their existing
supply chain, however they have been connected to cases of deforestation in recent years, based on satellite
information. The target companies are expected to meet the investors’ expectations in two to three years’
time. By means of innovative tools, such as satellite imagery and artificial intelligence, investors would be
able to assess independently the progress made by the subject companies and determine whether their
efforts are indeed leading to a reduction of deforestation in the monitored regions and suppliers.
Access to Medicine response to Covid-19
In 2020, in collaboration with Access to Medicine and a number of our fellow signatories, NAM supported
the development of an open letter to the pharmaceutical industry urging companies to take a number of
actions focused around collaboration and cooperation to support a response to the pandemic. Following the
letter we co-led two individual company engagements to focus on the most relevant actions the respective
companies should be taking.
We engaged with GlaxoSmithKline, in which our conversation was focused around how the company could
use its vast resources and footprint to support peers that were more likely to develop a treatment. We also
engaged with Gilead focusing on how the company would responsibly price its treatment (Remdesivir) and
the actions being taken to ensure access in emerging economies through licensing agreements.
We later co-signed an additional Access to Medicine statement supporting a fair and equitable response
to the Coronavirus pandemic, which recognized that the spread of new Covid strains had made it even
more urgent to launch rapid vaccination programs covering as many people as possible, including in
low and middle-income countries. As co-leads of the Access to Medicine investor collaboration with
GlaxoSmithKline, we engaged again with the company to discuss vaccine efforts and strategies for ensuring
access.
The coronavirus pandemic has also highlighted the severe lack of access to medical oxygen in emerging
countries given the role this can play in improving outcomes for those that experience severe symptoms.
During Q3/2020 we participated in a roundtable led by the Access to Medicine and the Every Breath
Counts coalition, for companies, NGOs, donors and investors to openly discuss how stakeholders could
work together to tackle this grave issue. Working collaboratively across our firm we were also able to use
our influence to support bringing a key Japanese player within the medical oxygen space to the table to
participate in the conversation. The initiative remains in the early stages but the first steps have been taken
and highlight the important role institutional investors can play in supporting better outcomes.

Nomura Asset Management U.K. Limited

26

The UK Stewardship Code 2020 Compliance Statement

Equities
A key issue of systemic risk is that of corporate governance in companies. Poor corporate governance is
often associated with business failure and as such as a central place in our proxy voting policy, from which
the following is an excerpt:
 In principle, we vote for the election of outside directors. However, we pay special attention to the
directors’ qualifications, such as their independence. We determine the independence of the outside
directors from a comprehensive perspective on whether they are representatives of major shareholders,
have received a large amount of income other than executive remuneration from the company in
question, and are related to other executive members.
 We will request that independent persons should be appointed as non-executive directors. If it is found
that the degree of independence of a candidate is low, we will in principle vote against the appointment
of the candidate as a non-executive director.
 We favour the separation of CEO and chair of the board of directors roles, and as such we will in
principle vote against any proposal that will combine the CEO and chair of the board of directors roles.
In Q3/2020 we embarked on an inter-company collaboration project seeking to connect companies on a
non-competitive basis to work together towards achieving better ESG outcomes.
Given our unique insight from investing in and analysing a wide range of companies on ESG grounds, we
started identifying sustainability leaders with a view to connect them to companies, in different regions and
sectors, that might benefit from hearing about their ESG experiences and success stories. We have found
the responses in the first stages highly promising with a number of companies willing to connect to either
share positive experiences to support better outcomes at other companies, or eager to learn from more
advanced peers on the sustainability front.
In Q4/2020, we saw the first concrete results from a beneficial pairing, which resulted from our efforts. A
French electrical power equipment manufacturer, and clear industry sustainability leader agreed to talk to
a US building products company and share their positive experience and provide guidance. Topics covered
in the communication between the two parties were management compensation links to sustainability
outcomes, the importance of establishing emission targets, use of external consultants and more. Although
a member of our team was not present in the meeting, we received very positive feedback from both parties
on the outcome of the meeting and are confident their collaboration and inter-company assistance will
continue in the foreseeable future.
In Q1/2021, we saw further results from a beneficial pairing, which resulted from our efforts. We put
a European Chemicals company, a clear industry sustainability leader, in contact with a Malaysian
Telecommunications company to guide the Malaysian company with their ESG efforts and share their
positive experience. Topics covered in the communication between the two parties were ESG data reporting,
inclusion of Environmental metrics in executive remuneration, general experience in interacting with
investors on ESG matters and more. To maintain confidentiality, no member of our team was present at
the meeting, however we received extremely positive feedback from both parties and are confident their
collaboration and inter-company assistance will continue in the foreseeable future.
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We are currently in the process of connecting other potential pairs, one of the examples is a Scandinavian
bank with a Malaysian bank.

Japanese Equities
In 2020, the world once again witnessed the risks that ESG issues can bring. In terms of the environment, there
were massive forest fires overseas, and various parts of Japan experienced large-scale flooding due to the
prolonged stationary nature of the seasonal rain front.
In October 2020, the Japanese government set a goal of reducing greenhouse gas emissions to net zero by
2050. This and other initiatives are expected to trigger an acceleration in action by companies to combat climate
change. In terms of society, not only has the Covid-19 pandemic significantly changed people’s awareness with
respect to health, but also various types of action are starting to be called for, against the backdrop of heightened
awareness of human rights, including work styles and the working environment in supply chains.
We have identified climate change and social responsibility as key issues and have been working to solve them.
We are using impact investing to advance efforts to address climate change, health issues and human rights
problems.

Global Fixed Income
Consideration of both market-wide and systemic risks is a key element of our fixed income research process.
We have consistently positioned portfolios to be hedged against (or indeed benefit from) market-wide and
systemic risks. History suggests that in major periods of risk our fixed income process have been (at best)
successful in adding value for clients (e.g. Great Financial Crisis of 2008), or (at least) robust, with initial volatility
leading to strong performance rebounds (e.g. Taper tantrum 2013, Covid Crisis 2020).
As an asset manager headquartered in Japan, we have first-hand experience of markets characterised by low
or negative interest rates, disinflation and ultra-loose monetary policy – characteristics that are highly relevant
today. Through our long experience in this type of environment, we understand that it is extremely hard to exit
from a quantitative easing and low interest rate environment.
After the collapse in bond yields following the Financial Crisis, while most of our US and Europe-based peers
tended to assume that the Fed could return relatively quickly to end QE and hike rates, we continued to believe
that a return to more normal monetary policy could not be achieved so easily or quickly. The view cost us
performance in 2013 during the so-called “taper tantrum”. However, we benefitted as the Fed backed away
from tightening in 2014. Another example is the European crisis. In 2011, the market started to price in greater
risk of sovereign default in some European nations. However we saw the situation differently, not surrounded by
the noise and panic of markets at that time. We observed that the Eurozone had a current account surplus and
better fiscal balance than the US, and therefore we arrived at the decision that Europe as a whole was solvent
and would survive, and maintained an overweight position in EUR, resulting in outperformance.
As such, our performance suggests that we have helped our clients to weather storms in the past, and we
continually re-examine our positioning and investment processes to ensure that they remain relevant to current
market conditions.
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PRINCIPLE 5
Signatories review their policies, assure their processes and assess the effectiveness of their activities.
To date, NAM UK has not sought external assurance of our overall stewardship and engagement arrangements
(for example, alongside the annual ISAE 3402 audit), relying instead on our ‘3 lines of defence’ model shown at
Principle 4 and other internal processes and committees to review the effectiveness of our approach. However
this decision will be kept under review as service providers develop their processes for external assurance in line
with the substantially revised UK Stewardship Code 2020.

Equities
We continually review and update our approach to Responsible Investing in the light of new developments in
the industry and / or to tackle emerging issues. For example we have updated our Responsible Investment
Philosophy several times over the years to incorporate an increasingly sophisticated view of investing
responsibly. In particular we seek to have a positive impact on all stakeholders so have increasingly adjusted
our policies and processes to improve here, for example the introduction of a process to actively help companies
improve their ESG impact.
Oversight of our processes is carried out by the Global Equity Responsible Investment Committee referred to in
Principle 2. In addition there is comparison to industry best practice which is ultimately owned by the Head of
Global Equity.
We report quarterly on our responsible investment efforts and provide full transparency into our engagement and
proxy voting activity via our website. We constantly seek feedback from clients on the effectiveness of this.

https://www.nomura-asset.co.uk/responsible-investment/
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https://www.nomura-asset.co.uk/responsible-investment/engagement/

https://www.nomura-asset.co.uk/responsible-investment/proxy-voting/
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Japanese Equities
As also referenced under Principle 2, the Responsible Investment Council verifies the appropriateness
and validity of stewardship activities, including the formulation of proxy voting guidelines, proxy voting
decisions, the formulation of engagement policies and engagement activities, thereby aiming to prevent
adverse impacts on clients’ interests due to conflicts of interest or other issues. Since its establishment in
September 2016, the Responsible Investment Council has met a total of 34 times up to 31 December 2020.
The Responsible Investment Council is positioned
under the Audit and Supervisory Committee. As
necessary, the Responsible Investment Council
recommends improvements to the Executive
Management Committee and / or the Responsible
Investment Committee, and reports such
recommendations to the Board of Directors and the
Audit and Supervisory Committee.
We actively engage in stewardship activities in order
to encourage portfolio companies to increase their
corporate value and promote sustainable growth,
and to increase medium to long term investment
returns for our clients and beneficiaries. To further
enhance our activities, we performed a selfevaluation of our stewardship activities in 2020
(January to December), the results of which are
shown in the NAM Responsible Investment Report
2020 which is available on the NAM website:

https://global.nomura-am.co.jp/responsibility-investment/investors/
This self-evaluation corresponds to that required by Guideline 7-4 of the Japan Stewardship Code
re-revision on 24 March 2020.
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Global Fixed Income
Areas of concern are highlighted through our credit research process that examines both financial and nonfinancial (ESG) elements of corporate debt issuers’ businesses. Our analysts undertake their research on
a sector basis and use both qualitative research and quantitative tools to examine both financial and nonfinancial criteria.
Where the analysts identify issues which they believe can be improved or addressed, they engage directly
with the relevant companies to make their views known. This part of the investment processes is not limited
only to companies in which our strategies have invested, but also to potential investee companies.
We do not currently publish the detail of these interactions (in order to preserve the confidentiality of
any response), but recent engagement topics have included key man risk and rent rises for a number of
European REITs and product safety standards for a domestic appliance manufacturer.
The stewardship elements of our processes have made significant steps forward with the explicit inclusion
of non-financial criteria as detailed elsewhere in this report (see Principle 7). The success of this process
will be reviewed through our regular Investment Process Review Committee structure, which is a regular,
formal review of each of our investment processes, chaired by our Chief Investment Officer.
To date we have not sought any external review of our stewardship activities.
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PRINCIPLE 6
Signatories take account of client and beneficiary needs and communicate the activities and outcomes
of their stewardship and investment to them.
As described earlier in this report, NAM UK is the London based entity of the NAM Group providing
investment management services to segregated institutional client portfolios and investment vehicles,
such as investment trusts and mutual funds. Our client base includes UK and European pension funds,
government agencies, corporate clients and funds throughout Europe, the Middle East, Asia and the
Americas. Their investment objectives are for the medium to longer term, being a minimum of 3-5 years in
general.
As at 30 September 2021 the breakdown between client sector, asset class and investment region for NAM
UK-contracted clients was:
Client Sector
Institutional mandate
Japan institutional
UCITS
Money Market
Total AUM by Client Sector

£ millions
6,054
85
9,857
5,033
21,029

Asset Class
Equities
Japan Equities
Fixed Income
Money Market
Total AUM by Asset Class

£ millions
2,643
3,414
9,939
5,033
21,029

Investment Region
US
Global
Japan
Asia
Europe
Emerging
Other
Total AUM by Investment Region

£ millions
6,497
6,485
4,212
980
467
578
1,810
21,029
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Equities
We have presented our Responsible Investment Philosophy to broad forums on numerous occasions
and indeed have published it on our website since 2017 with the intention of allowing wide scrutiny and
feedback. Additionally we have presented and discussed our approach with individual and groups of
clients repeatedly over several years with the express intention to gather feedback from asset owners
and/or beneficiaries. The feedback received has generally been excellent, in particular highlighting the
differentiated and impactful approach we have taken. Indeed in the most telling expression of feedback we
have grown the size of our Global Sustainable Equity strategy from zero to $700mn over the course of the
last two years, with the inflows coming from a Scandinavian pension client.
We always seek to incorporate or improve in response to feedback. A good example of this is the creation
of an ESG two pager document that we share with clients to explain to them our ESG thesis for holding
that investment. This two pager came directly from a client request but has become a valued piece of the
service we offer as well as a useful demonstration of our operations and thought process.
In another example, although we had for years provided summary data on proxy voting and also details
of our engagement activity, we realised, in response to a regulatory requirement to disclose proxy data,
that there was an opportunity to improve the transparency of our reporting. This realisation led directly
to the creation of our proxy and engagement reporting dashboard, which provides excellent and flexible
transparency into our proxy and engagement record, meeting beneficiaries’ needs.

https://www.nomura-asset.co.uk/responsible-investment/engagement/
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Japanese Equities
As a responsible investor entrusted with our clients’ assets, in addition to providing investment returns, we
proactively work to create medium to long term sustainability, including for ESG issues.
We strive to deliver consistent investment performance for our clients. At the same time, the global business
environment for the asset management industry has undergone rapid change as the needs of our clients
have become increasingly sophisticated. Addressing the growing needs of our clients and delivering
solutions that help them meet their investment goals are our key priorities, aiming to respond to all such
asset management needs.
Information provided to clients on stewardship activities include the annual Responsible Investment Report
and quarterly proxy voting results published on the NAM website:

https://global.nomura-am.co.jp/responsibility-investment/vote.html

Global Fixed Income
Our Fixed Income team has made a detailed, quantitative assessment of the various ESG factors that most
materially impact the risk/return outcomes associated with the securities in their coverage, and focused
their ratings on these factors to increase the effectiveness of their analysis. This analysis and research has
allowed the team to have specific dialogues with our clients about stewardship goals for their portfolios. We
now manage a number of mandates with specific requirements to align with ESG factors.
Not all our clients have specific stewardship requirements, and we continue to engage with these clients
as to their likely future needs. We would like to increase the detail of our reporting around stewardship and
sustainability issues for clients, and are seeking methods to do this within the fixed income context.
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PRINCIPLE 7
Signatories systematically integrate stewardship and investment, including material environmental,
social and governance issues, and climate change, to fulfil their responsibilities.
We believe that investing in securities that exhibit sustainable returns and / or cash flows best serves the
needs of our clients. In addition, we recognise the role of ensuring that capital markets function for the
benefit of society in general. NAM UK therefore seeks to manage the business sustainably and to invest in
securities issued by sovereigns, companies and institutions that also operate sustainably.
As a UK authorised and regulated firm, NAM UK is not directly in scope of the EU Sustainable Finance
Disclosure Regulation (SFDR). Nevertheless, as our client base includes EU-domiciled institutions who are
themselves caught by the regulation, which includes our Irish-domiciled UCITS range Nomura Funds Ireland
plc, the information set out below describes how we have implemented this regulation to date.
We place our clients’ interest at the heart of all our activities and those clients are overwhelmingly long-term
investors. As such, they are concerned with the long-term performance from the strategies and funds that
we manage on their behalf. Our research processes for both equity and fixed income strategies incorporate
the explicit consideration of sustainability factors and, depending on the specific characteristics of each
client’s account, these will be reflected to a greater or lesser degree.
Whist we recognise the potential negative impacts of sustainability risk – being an environmental, social or
governance event or condition that, if it occurs could cause an actual or potential negative impact on the
value of an investment, our approach to sustainability goes beyond this definition. Our portfolio managers
and analysts seek to understand the sustainability problems and / or merits of our investee sovereigns,
companies and institutions so that they may actively identify opportunities to add value to client portfolios.
For instance, where we identity equity issuers that operate sustainable, transparent business models that
are of benefit to a wide group of stakeholders (shareholders, employees, customers and society at large), we
can have greater confidence that these business models will continue to drive profits and cashflows into the
future. Similarly, where we identify bond issuers whose business models imply lower risk of, say, negative
regulatory action, we can have greater confidence that interest and principal repayments can be met.
We recognise that the world faces growing environmental, social and governance-related risks. A key part
of our role as a fiduciary is to act in the best interests of our clients, and this includes appropriately taking
account of how these ESG risks could impact on our clients’ investments.
NAM UK aims to identify sustainability issues as part of its broader analysis of securities and for the
purposes of the paragraphs that follow, the terms ‘sustainability’ and ‘Environmental, Social and
Governance’ or ‘ESG’ will be used interchangeably.
Given the varied nature of the investment strategies we manage, ESG-based exclusion criteria are kept
to a minimum at firm level. However, we will not invest in companies identified as cluster munitions
manufacturers. Further ESG-based exclusion criteria can be (and are) applied more extensively to individual
strategies.
The approaches to analysis of ESG issue vary amongst the investment teams, but the portfolio managers
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and analysts share a common goal to understand both threats and opportunities to the business models of
potential investee sovereigns, companies and institutions from an ESG perspective, and thereby develop a
fuller understanding of the downside risks or potential valuation upside of the securities concerned.
The portfolio managers and analysts make extensive use of data from third party ESG specialists, including
ISS and MSCI. This data can assist them to identify potential ESG concerns. However, it can only be a
starting point. As a (potential) provider of either equity or debt capital, NAM UK has the ability to engage with
and understand companies’ business models in depth, and the portfolio managers and analysts conduct
fundamental analysis in order to reveal and evaluate potential ESG issues.
Analysis helps us to understand the risks and opportunities. The issues are then debated more broadly
amongst our investment professionals, and ESG ratings and risk assessments are ratified and officially
recorded as part of the investment process for both equity and fixed income strategies.
Where our investment professionals identify ESG issues which they believe can be improved or addressed,
they engage directly with the relevant companies or issuers to make their views known. This part of the
investment process is not limited to only companies or issuers in which our strategies have invested.
We maintain a comprehensive proxy voting policy that covers our approach, and the analysts’ ESG research
may influence how such votes are cast. More details on our proxy voting approach and results are provided
under Principle 12.
ESG ratings are kept under regular review, and updated whenever our research on a particular company
or institution is updated. Reviews are subject to a formal ratings processes for the relevant strategies, as
shown later in this Principle.
Environmental sustainability risks for the value of our clients’ portfolios may include, but not be limited to:
 Climate change

 Energy inefficiency

 Carbon emissions

 Poor waste management practices

 Air pollution

 Increased water scarcity

 Water pollution

 Rising sea levels / coastal flooding

 Harm to biodiversity

 Wildfires / bushfires

 Deforestation
Social sustainability risks for the value of our clients’ portfolios may include, but not be limited to:
 Human rights violations
 Human trafficking
 Modern slavery / forced labour
 Breaches of employee rights / labour rights
 Child labour
 Discrimination

 Restricted access to clean water, to a reliable
food supply, and / or to a sanitary living
environment
 Infringement of rights of local communities /
indigenous populations
 Cluster Munitions

 Restrictions on or abuse of the rights of
consumers
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Governance sustainability risks for the value of our clients’ portfolios may include, but not be limited to:
 Lack of diversity at Board or governing body level  Health and safety concerns for the workforce
 Inadequate external or internal audit

 Poor sustainability practices in the supply chain

 Infringement or curtailment of rights of (minority)  Workplace harassment, discrimination and
shareholders
bullying
 Bribery and corruption
 Lack of scrutiny of executive pay

 Restrictions on rights of collective bargaining or
trade unions

 Poor safeguards of personal data / IT security (of  Inadequate protection for whistleblowers
employees and / or customers)
 Non-compliance with minimum wage or (where
appropriate) living wage requirements
 Discriminatory employment practices
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Equities
We operate long term investment strategies and market them as such. In the longer term apparently noneconomic, sustainability factors such as environmental and social factors as well as corporate governance
factors tend to overlap with more typical economic factors. In this way sustainability is naturally part of our
core investment approach. Additionally, however, we have a public philosophy on Responsible Investment
that addresses the impacts of investment decisions on all stakeholders, including the environment, society,
customers, employees and suppliers as well as shareholders.
Our Responsible Investment Philosophy provides a clear values-based framework for the consideration of the
environmental, social and governance issues that arise in the course of our investment operations. A link to our
Responsible Investment website page is below:

https://www.nomura-asset.co.uk/responsible-investment/
Our philosophy is that Responsible Investing is the process of giving consideration to the total impact of investee
entities on all stakeholders, not only the end investors (our clients) but also customers, suppliers, competitors,
broader society, employees, the environment and ourselves. The starting point, as responsible investors,
therefore is to think about the total utility or ‘total value’ created by the investee or potential investee entity. The
total value created is not just financial but the benefit delivered to all stakeholders, including the happiness
brought to customers, the employment and growth opportunities brought to the employees, the impact on the
environment, etc. In addition, we will put emphasis on the fair sharing of the total value among the various
stakeholders.
Clearly there are potentially materially negative impacts on investment values as a consequence of
environmental, social and governance events. For example the risk of assets becoming stranded or the
increasingly common natural disasters and / or rising sea levels are well known. Less well understood risks,
also covered by our Responsible Investment Philosophy, include the unfair sharing of value created by investee
entities, as mentioned above.
We integrate ESG analysis and active engagement into all our stock review activity across all funds. We rate each
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company we review on ESG matters as either “No Issues”, “Issues but Improving”, “Issues not Improving” or
“Uninvestible”. We have a thorough and objective approach to assessing whether we consider a company to be
uninvestible or not, based on our proprietary “uninvestible” framework tool and this is extended to form the basis
of our exclusion list. Should a specific event occur with one of our existing holdings (such as corruption scandal)
we will complete the “uninvestible” assessment prior to the decision to exit the holding.
ESG analysis is undertaken by the investment team themselves and as such is automatically integrated into
the investment decision making process. Having said that, we do use some third party ESG research/data
from sources such as MSCI and ISS ESG. Where a company has identified ESG issues we will engage with the
company to seek improvement and also participate in collaborative engagements with other investors, further
details of which are provided in Principles 9 – 12 of this report.
A key principle for our approach is transparency and as such we report quarterly on all our responsible
investment activity and provide transparency into our engagement and proxy voting effort via an online
dashboard tool. This transparency helps our clients and prospects assess/ensure that the integration or ESG
analysis is thorough.
Further details of our procedure to
1. Identify and assess sustainability risks
2. Make consistent decisions related to sustainability
3. Monitor sustainability risks
are outlined in the information we have provided in response to the EU’s Sustainable Finance Disclosure
Regulation (SFDR) which is available on our website:

https://www.nomura-asset.co.uk/download/responsible-investment/Sustainability_Risks_Global_Equities.pdf
The website also contains links to the sustainability risk processes of our affiliate offices which may differ to the
approach of the Global Equity team based at NAM UK, Singapore and Malaysia due to different funds, asset classes
and geographies.
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Japanese Equities
Integrating ESG factors into the investment process is critical, as we believe financial performance and ESG
efforts (non-financial information) are closely related and influence one another. We utilise proprietary ESG
valuations of portfolio companies when making investment decisions. In order to effectively incorporate ESG
considerations and other non-financial information into the investment process to supplement the analysis
of a company’s fundamentals (financial information, used to evaluate a company), we conduct our own ESG
assessment.
In addition to global themes such as climate change and human rights, we extract and assess specific
material ESG considerations for individual industries and companies, and utilise information from multiple
external sources to create our proprietary ESG scores. These ratings are made available to all portfolio
managers for integration into the investment decision-making process.
When evaluating the ESG characteristics of portfolio companies, we focus not only on potential risk but also
on opportunities to generate future earnings. Although each equity strategy integrates ESG considerations
into their investment philosophy and process in different ways, a common ESG evaluation platform is shared
by all strategies.
More details of the sustainability risk integration process are shown in the SFDR disclosure document
contained on our website:
https://www.nomura-asset.co.uk/download/responsible-investment/Sustainability_Risks_Japanese_
Equities.pdf

Global Fixed Income
As explained in Principle 2, our fixed income analysts use a mixture of quantitative and qualitative analysis within
the research process to identify and understand ESG influences on the securities held within our fixed income
accounts. At all times, our aim is to identify sustainability issues that may impact the ability of a fixed income
security issuer to meet its financial obligations. By doing so, we seek to lower the potential volatility of our
clients’ portfolios due to future credit events, with a particular focus on avoiding downside ESG and sustainability
risks.
For sovereign issuers, a diverse set of non-financial data deemed material and relevant to assessing
sustainability risks for investors at the macro-economic level is used. Using a proprietary method, the data is
systematically aggregated into relative scores (Sovereign ESG Scores) with weights based on a combination of
the expected probability for each sovereign ESG risk factor to affect a country’s potential growth rate, and the
relative time required for such impact to occur. We recognise sovereign ESG factors as potential indicators of
growth risk and that they tend to correlate with traditional credit ratings. The ESG ratings assigned are therefore
relative, and this process enables the investment professionals to achieve more comprehensive assessments
than with traditional economic and financial analysis alone, as well as potentially improving investment research
and the ability to take appropriate risks.
Our ESG research into corporate issuers begins with a proprietary quantitative model which examines ESGrelevant data compiled by third party sources, with various ESG-related factors weighted according to their
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materiality to observed fixed income returns within each industry sector. For instance, for an issuer within
the Bank sector, more weight will be applied to “Social” and “Governance” factors than are applied to
“Environmental” factors, whereas for the Chemicals sector, a far greater emphasis on “Environmental” factors
is applied. A composite ESG score for each of the issuers in our coverage is derived, based on a consistent and
transparent process. Scores are updated on a regular and frequent basis.
In addition, the Global Credit Analyst team conducts broad-ranging qualitative research into the companies in
their coverage. The quantitative scores derived by the process described above may influence the analysts to
probe areas of perceived strength or weakness with respect to ESG criteria. However, the analysts are free to
question and examine any element of a company’s business model, income or balance sheet if it is necessary for
them to understand the relative value characteristics of that company’s bonds. This research can also lead to the
discovery of ESG issues not identified by the quantitative analysis.
Our analysts continuously question the scores generated by the quantitative model, and may adjust the overall
ESG assessment based on their own expertise and bottom up research.
We require the analysts to present both their overall Relative Value recommendations and specific ESG-scores
to our entire fixed income team through the Bond Credit Risk Committee. Their views are challenged and
questioned and further research may be requested prior to a formal ratification of the ratings and scores.
Where the analysts identify ESG issues which they believe can be improved or addressed, they engage directly
with the relevant companies to make their views known. This part of the investment processes is not limited
only to companies in which the strategies have invested, but also to potential investee companies.
During the life of an investment, sustainability risk is monitored through review of ESG data to determine whether
the level of sustainability risk has changed since the initial assessment was conducted. This review is performed
on a periodic basis, not less than annually. Should some new piece of ESG / sustainability information come to
light regarding a new security, its impact will be assessed with a view to reconsidering the security’s ESG score.
ESG and sustainability are integrated in a manner that is tailored to each market and asset class. For example,
investment themes such as emerging market sovereign external debt may apply Sovereign ESG scores directly
to the assessment of relative credit risk, whereas for currency-focused and developed market rate investment
themes, the focus is on considering certain long-term ESG trends such as structural decarbonisation and how
these may affect specific economic variables including growth and inflation in specific countries.
For the avoidance of doubt, we do not insist on portfolio managers aligning decisions to ESG scores. The scores
serve as indicators of potential issues and causes of potential sustainability-related volatility. Hence, outside the
exclusion criteria mentioned above, even issues with poor ESG scores may be selected for portfolios (subject to
individual account guidelines) if their valuations are sufficiently attractive on a risk-adjusted basis.
Further details of the key environmental, social and governance risks which could, if they occur, cause an actual
or potential material negative impact on the value of a fixed income investment are outlined in the information
we have provided in response to the EU’s Sustainable Finance Disclosure Regulation (SFDR) which is available on
our website at:
https://www.nomura-asset.co.uk/download/responsible-investment/Sustainability_Risks_Global_Fixed_
Income.pdf
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PRINCIPLE 8
Signatories monitor and hold to account managers and/or service providers.
All NAM UK contractual arrangements are subject to a due diligence process, both before the business
relationship commences and on an ongoing basis. This should include a risk assessment which takes
account of the type of service to be provided and the level of remuneration, the jurisdiction of the
counterparty and its regulatory status if appropriate, and any conflicts of interest which may arise.
The quality of the service provided is monitored and overseen by the relevant business area, with any issues
or concerns being escalated directly with the service provider, and also via the operational risk committee
structure described in Principle 4.

Research providers
We use input data from MSCI, Refinitiv and ISS ESG. This data is the best available but we recognise there
are deficiencies, which is why we do not rely exclusively on this data but rather use it as one input source
for our analysis. Our process relies on active research and analysis by our investment professionals and as
such there is an ongoing process of checking and verifying any third party data.

Proxy voting
(for asset classes where it is relevant)
As explained in Principle 12, we use ISS as proxy advisors, but we have lodged our own proxy policy with
them and, moreover, provide them with data to support the proxy vote decisions cast on our behalf. As
such we are less reliant on the decision making of the proxy advisor, rather they simply provide an voting
efficiency improvement for us. However we do monitor to check that ISS adhere to our policy and also
frequently take ownership if they cannot decide on our behalf. In these situations we would undertake
the vote ourselves. Ultimate ownership for such decisions lies with Global Equity Responsible Investment
Committee referred to in Principle 2.
Ongoing checks are performed within our Corporate Actions teams to ensure that all proxy voting tasks have
been completed in accordance with our policy, including a ‘four eyes’ check where the vote deviates from
the ISS recommendation.
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PRINCIPLE 9
Signatories engage with issuers to maintain or enhance the value of assets.

Equities

https://www.nomura-asset.co.uk/responsible-investment/
NAM UK has been integrating ESG research (both proprietary research and external data providers) into
all individual global equity investment committee reviews since 2013. Our engagement activity and ESG
research has been published publicly online since 2016 to promote transparency and increase the impact of
our activity. The activities of our global equity colleagues at NAM Singapore and NAM Malaysia have been
included in the report since Q2/2019.
Our colleagues at NAM Malaysia and Nomura Asset Islamic Management are also committed to standards
encouraged by the UN PRI through its commitment to observe the Malaysian Code of Institutional Investors
(‘MCII’) to which they became signatories in April 2017.
Through the collaboration of research efforts across offices and asset classes we believe we can maximise
the impact of engagement activity and achieve the best outcomes for all stakeholders.
It is our view that Responsible Investment is best undertaken by taking into consideration the impact of
a corporation’s existence and the associated investment decisions on all stakeholders, not just ourselves
as shareholders and / or bond investors. As responsible investors we must take into account the broader
impact of our investment decisions and it is our duty to engage with the businesses we own and / or lend to
- and even those that we don’t – to push for better practices where necessary.
Targets for engagement are identified through our ongoing ESG research programme, which takes into
consideration the ESG risks within our client portfolios and ongoing evaluation of the impact that our
investee companies have on all stakeholders. An assessment is made as to the severity of the engagement
topic and the engagement itself is carried out at the appropriate level.
As part of the research process the analyst will typically have some interaction with the company in question
to help better understand the nature of the business and the issues that they face. During that call the
analyst will typically ask questions on ESG matters so as to get an understanding of the situation and the
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actions a company is taking. Then during the stock review/discussion process the analyst will rate each
company on ESG matters as “No Issues”, “Issues but Improving”, Issues not Improving” or “Uninvestible”.
Within this framework, where we identify an issue the analyst will engage with the company again to inform
them and ask for more information/encourage improvement on the issue. These engagements are either by
email, teleconference, video conference or face to face and can include interaction with Investor Relations,
management and/or Board members.
Where we feel our engagement activity is not having the desired effect we will escalate our concerns to
more senior management or directly to the board. We are proactive with regards to proxy voting as a means
to express our views and we actively seek to collaborate with other investors to maximise the impact of our
activity. Additionally we work with Sustainalytics to join certain of their engagements and also to have them
take up our issues with companies directly.
Examples of engagement are included in our quarterly report as referred to above, including the following:
Solar Panel supply chain
Human rights risks have intensified due to the global pandemic. Hence, throughout the second quarter
of 2021, we initiated several engagements with investee companies on the topic of alleged polysilicon
supply chain links to forced labour. Overall, the production of around 75-80% of the total global supply of
polysilicon belongs to China, and in particular the Xinjiang Uygur area produces around half of the global
supply used in the production of solar panels.
The Xinjiang Uygur region is an autonomous region in the People’s Republic of China (PRC) where the
placement of around 2.6m minority citizens has been reported. All four key manufacturers of solar grade
polysilicon in the region participate in labour transfer programs.
We witnessed the irony of ESG “good” in the face of renewable energy and the crucial role it plays in
the energy transition towards Net Zero and ESG “bad” in the face of potential links to forced labour and
other various human rights violations. We identified two big issues companies were facing. On one side,
intensified social risks and human rights violations and on the other, the potential threat of future import
restrictions on polysilicon produced in the Xinjiang area, similar to restrictions imposed on cotton and
tomatoes by the US last year, that could potentially create disruptions in solar generation and shortages in
the future.
Although we realise the complexity of the solar panel supply chain and the extreme difficulty to perform
efficient traceability efforts and supply chain due diligence, we assessed that some of the largest producers
and consumers of solar energy in the world could leverage their economies of scale and suppliers’
relationships in order to play their part in influencing change. What we found as a result from our direct
engagements with companies, was that although aware of the issues presented to them, companies were
reluctant to do everything in their power to influence change in the supply chain. We believe that regardless
of where exactly they sit in the intricate supply chain system, big corporations can leverage their position
and purchasing power to create pressure and drive change. Among the recommendations we gave to
companies were to increase their supply chain traceability efforts; review and enhance due diligence
processes; and where possible, have on field inspections, and last but not least, base solar panel or solar
energy purchases on a list of criteria broader than simply price.
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The details of all our engagements are available for scrutiny on our website via our engagement dashboard
tool:

https://www.nomura-asset.co.uk/responsible-investment/engagement/

Japanese Equities
We believe that engagement, or constructive dialogue with portfolio companies, starts with a thorough
understanding of the target company and its business environment as well as its future. We also view
engagement as one of the most powerful means to fulfil our stewardship responsibility.
Our definition of engagement is to ‘exert an influence on companies based on deep understanding of them
so that they will be able to enhance their corporate value and achieve sustainable growth by operating in
desirable ways.’ Merely seeking improvements from companies with ESG issues is not engagement. We
believe that an important role of engagement is also to directly communicate our support and approval as an
investor to companies that operate in desirable ways.
We are convinced that supporting the enhancement of the corporate value and sustainable growth of
companies through ongoing engagement activities will contribute to the medium to long term growth of
assets entrusted to us by our clients.
In accordance with our responsible investment policy, we have divided engagement topics into five
categories:
 Business strategy

 Corporate governance

 Financial strategy

 Disclosure and dialogue

 Environmental and social issues
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More details of the engagement process and activities are provided in the NAM Responsible Investment
Report 2020 which also includes more examples of engagement with companies:

https://global.nomura-am.co.jp/responsibility-investment/investors/
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Global Fixed Income
The engagement efforts of the NAM UK Fixed Income team have been included within the quarterly
Responsible Investment Report referred to under the ‘Global Equities’ heading above since Q3/2018.
Areas of concern are highlighted through our credit research process that examines both financial and nonfinancial (ESG) elements of corporate debt issuers’ businesses. Our analysts undertake their research on
a sector basis and use both qualitative research and quantitative tools to examine both financial and nonfinancial criteria.
Where the analysts identify issues which they believe can be improved or addressed, they engage directly
with the relevant companies to make their views known. This part of the investment processes is not limited
only to companies in which strategies have invested, but also to potential investee companies.
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PRINCIPLE 10
Signatories, where necessary, participate in collaborative engagement to influence issuers.

Equities (including Japan)
In our response to Principle 4 we included details of our collaboration with other industry members on nodeforestation (via ACTIAM) and access to Covid vaccine issues (via Access to Medicine).
One asset manager’s standalone influence can often be limited. Working with peers can exert greater pressure.
Asset managers are therefore becoming more open to collaboration and supporting each other to achieve better
outcomes.
Jointly signed letters, group calls with company management or co-filing of shareholder resolutions are all
examples of how investors are showing a united front in an effort to improve the likelihood of achieving a positive
outcome. The United Nations-backed Principles for Responsible Investment is perhaps the most well-known
alliance through which investors can support ongoing initiatives, spanning meat sourcing to pharmaceutical
company responses, to Covid-19, deforestation and disability inclusion.
Industry bodies and NGOs are also important allies. Their networks and knowledge present us with matters
that we, as investors, might not have previously focused on. Access to Medicine is a fantastic resource that
helps investors understand best practice that enables citizens in emerging economies to access vital drugs
and medicines. Additionally, the NGO coordinates like-minded investors to ensure they are equipped with the
necessary information to engage with pharmaceutical companies on these issues and explain what is expected
of them.
We, as asset managers, are increasingly well-placed to work with companies that are tackling these issues,
perhaps for the first time. We have a genuine world view and can help them realise their role in their specific
industry or regional landscape, and how they measure up on sustainability issues. We believe collaboration is key
here, too, and are running a project to bring companies together to work towards better environmental and social
outcomes.
Our Global Sustainable Equity strategy invests in two companies that are targeting positive total impact using
emission reducing technology. Company A is further along its journey towards climate reporting and linking
remuneration to climate outcomes than Company B, so we connected them. Company B welcomed the
opportunity to learn from Company A’s experiences, while Company A appreciated having the chance to do
more to improve climate outcomes. The exercise enabled mutual support, learning and progress towards better
environmental outcomes.
As an asset manager, stories like these are encouraging, and increasingly we find surprising openness to
discussing what can be done to support achieving a more positive impact. But we are still learning the role
we must play in directing companies towards better outcomes. It is not the traditional role asset managers
have commonly played, but we believe our sector must be open to doing things differently. We sit at the very
centre of an interlinked ecosystem through which we can influence outcomes through engagement and active
stewardship. Alongside the traditional avenues we have used to effect change in the past, such as proxy voting
and closed-door meetings with management, numerous new routes are opening up, even using various media to
effect change.
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Global Fixed Income
We have not undertaken any collaborative engagement issues on behalf of our fixed income clients.
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PRINCIPLE 11
Signatories, where necessary, escalate stewardship activities to influence issuers.

Equities (including Japan)
Our policy is to maintain active dialogue with companies at all times, and this also applies if there are
shortcomings in performance, or a company has failed to apply appropriate standards or provide adequate
disclosure. Dialogue with the company will continue over an extended period if necessary. Escalation
of our approach may depend on the company’s individual situation and jurisdiction, and may include
communication through the board of directors or through channels other than the usual contacts.
In our quarterly and annual Responsible Investment Reports referred to throughout this report we include
details of any escalation activities in the period under review.
Example: Apparel companies
Making sure companies monitor and ensure working conditions of employees in their supply chains are at
a high enough standard is key for their sustainability. NAM UK has been invested for a number of years in a
global fashion apparel company, which is also one of the largest global employers, with more than 150,000
direct employees and additionally, more than a million being part of its supply chain. Recently a UK online
retailer was involved in a significant controversy related to the labour practices in its supply chain in the
UK, so in Q3/2020 we decided to do additional work looking at the apparel companies in our portfolios
to understand in more depth how they control and manage their supply chains in order to prevent such
problems.
We engaged with the company to understand the processes they have in place to manage and control their
supply chain. They explained to us what their key advantages are, these being: close proximity sourcing
in countries with better labour conditions (more than half of their factories are located in countries close
to its head offices) and having very long-term relationships established with suppliers (more than 90%
of purchases involved suppliers with whom they have been doing business with for three or more years).
Their suppliers have to subscribe to their Code of Conduct for Manufacturers and Suppliers, which defines
minimum standards. To verify compliance, the company has carried out more than 50,000 audits on their
suppliers and manufacturers, including facilities at every phase of the production cycle, and more than
10,000 traceability audits, which have been done in the last 5 years.
We also decided to set up a call with a global union representing around 50 million workers globally,
including the textile and garment industries. The Director of the global union who was contacted by NAM
UK, explained that the apparel company, which we are invested in, is one of the global leaders with regards
to labour relations and sustainability. They have been leading the way in their sector with agreements to
control the supply chain after the Rana Plaza disaster in Bangladesh and more recently, with the ACT (action,
collaboration and transformation) plan (https://actonlivingwages.com/).
It is a good thing that investors are increasingly aware of reputational risk in this industry. As long-term
shareholders, we believe it is in the best interests of the company to assure the sustainability of its supply
chain and make sure all employees (direct or not) are working under appropriate conditions. This provides

Nomura Asset Management U.K. Limited

52

The UK Stewardship Code 2020 Compliance Statement

benefits in the long term, from avoiding negative publicity, to increasing flexibility and productivity in the
supply chain. We also think this is the right thing to do.
In addition to the extensive ESG research activity we carry out, the services of Sustainalytics’ engagement
arm (formerly GES International) are used to maximise our engagement voice and ability to push for better
practices and fairer outcomes for all stakeholders. The Sustainalytics engagement team has over 40
employees globally dedicated to corporate engagement and represent €1.5trillion of investments worldwide.
In our quarterly and annual Responsible Investment Reports we include a summary of the engagement
activity carried out on behalf of NAM over the period.

https://www.nomura-asset.co.uk/responsible-investment/

Global Fixed Income
There are no further examples of where we have escalated issues as part of our fixed income stewardship.
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PRINCIPLE 12
Signatories actively exercise their rights and responsibilities.
NAM seeks to act in a manner most likely to enhance the economic value of the underlying companies
owned on our clients’ behalf. We engage with companies based on our ‘Ideal Form of Business
Management of Investee Companies’ in order to enhance our mutual understanding and to seek changes in
their company practices. NAM employs the services of Institutional Shareholder Services (ISS) to efficiently
apply our proxy voting rights to individual proposals. ISS are provided with comprehensive and proprietary
guidelines set out in our proxy voting policy.
NAM will closely consider the voting agenda of a company that meets certain conditions (including, but not
limited to, the violation of any applicable laws, inadequate board composition, and financial strategies that
are not deemed to be in the best interests of shareholders and other stakeholders). Where it is believed that
a specific agenda item is not in the best interests of shareholders, NAM will decide either to vote against or
abstain from voting on the item.
NAM may undertake stock lending activity on behalf of clients including fund beneficiaries / shareholders
mainly in passive portfolios such as Exchange Traded Funds. Where appropriate, NAM may recall stock on
loan in order to vote.
The NAM Proxy Voting Policy contains more details:
https://global.nomura-am.co.jp/responsibility-investment/vote.html

Equities
We generally decide to vote for or against a proposal in accordance with the Proxy Voting Policy referred to
above, as we have a proprietary proxy policy lodged with ISS who vote on our behalf. However, from time to
time ISS may refer an item to us where they are not able to decide, or we can override the ISS decision if we
feel their interpretation of our policy has not been reflected.
For example, in May 2021 there was a shareholder resolution in the AGM for BP. This resolution required
the company to explicitly align its climate targets to the Paris Accord. ISS referred the item with a
recommendation to vote against. We were aware that the company had climate targets, but not explicitly
aligned to the Paris Accord, so we were inclined to vote for the resolution, overriding ISS. This decision
was confirmed by reading the background to the board recommendation, which was against. We found
the board recommendation lacking in detail or conclusive reason to vote against, hence we voted for the
shareholder resolution.
We do allow stock lending in many of our funds, though we do not have a specific policy on ‘empty votes.’
From Q1/2021 we started reporting proxy voting and engagement data on our website (see links below).
The interactive dashboards allow for flexible analysis of the work we have done across time and by
geography, industry, category, UN SDG, our own ESG goals and more.
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The full record of our proxy voting entries can be found here:
https://www.nomura-asset.co.uk/responsible-investment/proxy-voting/
For full details of our historical engagement activity please refer to:
https://www.nomura-asset.co.uk/responsible-investment/engagement/
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Japanese Equities
The following three aspects are particularly important in proxy voting:
 The election of directors
 Executive compensation
 The election of auditors
In addition, the appropriation of surplus is important when it comes to Japanese companies because they
are often criticised for retaining a large amount of cash and deposits, and being unwilling to return profits to
shareholders through dividends and share buybacks. Moreover, proposals submitted by shareholders have
also been increasing in recent years. Due to differences in legal systems, it is easier to make shareholder
proposals in Japan than in Europe and the United States, and these proposals can often have a direct impact
on the management of companies.
We regard proxy voting as part of our engagement with portfolio companies, and we make judgements on
proposals in accordance with our proxy voting guidelines. Our proxy voting process is characterised by the
following four points:

Decisions regarding proxy voting will be made by the Responsible Investment Committee. The Responsible
Investment Committee comprises a Chairperson appointed by the Executive Management Committee,
and other members who have been appointed by the Chairperson. We have established an organizational
structure that enables highly transparent decision making through the participation of outside directors on
the Responsible Investment Committee.
Operations in relation to proxy voting will be executed by each Department in charge of respective roles and
tasks.
More details of the proxy voting process are contained in the Responsible Investment Report 2020 at this
location: https://global.nomura-am.co.jp/responsibility-investment/investors/
Full details of proxy voting results are contained at:
https://global.nomura-am.co.jp/responsibility-investment/vote.html
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Global Fixed Income
Proxy voting is not relevant to our global fixed income portfolios.
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Disclosures
This report was prepared by Nomura Asset Management U.K. Ltd. for information purposes only on the general environment of investment
conditions. Although this report is based upon sources we believe to be reliable, we do not guarantee its accuracy or completeness. Unless
otherwise stated, all statements, figures, graphs and other information included in this report are as of the date of this report and are subject to
change without notice. The contents of this report are not intended in anyway to indicate or guarantee future investment results as the value
of investments may go down as well as up. Values may also be affected by exchange rate movements and investors may not get back the full
amount originally invested. Further, this report is not intended as a solicitation or recommendation with respect to the purchase or sale of any
investment fund or product. Before purchasing any investment fund or product, you should read the related prospectus and documentation in
order to form your own assessment and judgement and, to make an investment decision.
This report may not be reproduced, distributed or published by any recipient without the express written permission of Nomura Asset
Management U.K. Ltd.
Nomura Asset Management U.K. Ltd. is authorised and regulated by the Financial Conduct Authority.
The EU Sustainable Finance Disclosure Regulation (“SFDR”) requires investment firms to formalise how sustainability is integrated into their
business and processes, and to make new public and client-facing disclosures on sustainability matters. The aforementioned disclosures relating
to Nomura Asset Management U.K. Limited are published on our website at https://www.nomura-asset.co.uk/responsible-investment/esgsustainable-investment/

