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Introduction
Playing our part
Aon’s stated purpose, and the core of all that we do, is

“To shape decisions for the better – to protect
and enrich the lives of people around the world”.
For Aon Investment, the relevance of this for Stewardship is
clear. We are committed to helping our clients to use their
decisions and their influence to improve the lives of people
globally.
We are proud to have been recognised by the FRC for our
approach to Stewardship in 2020, and during 20211 we have
continued to expand and refine the services we provide in this
important area. Our experience is that more and more of our
clients are responding to, and making use of, the Stewardship
services that we provide as they recognise the power that they
can bring to bear to address the critical issues of our day – both
long-term challenges such as climate change, and shorter-term
issues such as the crisis in Ukraine.
Over the year we have developed bespoke, comprehensive,
multi-year engagement frameworks for some clients; and
helped others to get visibility of, and decision-useful insights
from, the voting and engagement activities of their underlying
asset managers via our ESG Dashboard. Within our fiduciary
business, we have built a robust process to engage with each
underlying manager on their integration of carbon emissions
into investment decisions and their alignment with our own net
zero objectives. These examples – and more – are captured in
the following pages.
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As last year, we offer in this document our combined response
to the twelve Principles, as both service provider and asset
manager2 . We offer our clients both approaches because we
believe that they should have the choice of how to access our
principles, expertise, resources, research, and views – which
underpin our work for all clients equally. The only difference is
whether a client implements our advice themselves, or whether
they employ us to implement for them on a fiduciary basis – and
indeed many clients use a mix of the two.
Stewardship, or ‘Active Ownership’, is woven through so many
aspects of our work for clients that it is impossible to capture it
all in one document. However, we hope that the examples we
have chosen provide a good picture of our commitment to this
area, and the breadth and depth of our activities. We continue
to refine our stewardship services, and we look forward to
sharing our progress in our next report.
Tim Giles,
Head of Investment, UK and EMEA
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All data in this report is as at 31 December 2021 unless otherwise stated.

Our fiduciary asset management services do not directly hold any assets and therefore
the focus of our stewardship policies and activities is predominantly on the next ‘step’ of
the value chain — the asset managers.

1

Contents
Introduction		

2

Principle 1

Purpose, Strategy And Culture

4

Principle 2

Governance, Resources and Incentives

18

Principle 3

Conflicts of Interest

31

Principle 4

Promoting Well-Functioning Markets

40

Principle 5

Review and Assurance

60

Principle 6

Client and Beneficiary Needs

65

Principle 7

Stewardship, Investment and ESG Integration 78

Principle 8

Monitoring Managers and Service Providers

91

Principle 9

Engagement

99

Principle 10 Collaboration

107

Principle 11 Escalation

111

Principle 12 Exercising rights and responsibilities

115

Appendix

3

120

1

Principle 1 Purpose, Strategy
and Culture
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Principle 1
Purpose, Strategy and Culture

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.
Context
In this section we cover the following:
●

●

●
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Purpose: of Aon generally, and of the Investment 		
Practice specifically.
Business model: a high-level view of the business 		
model of the Investment Practice.
Business strategy: a note from the Managing Director
of the UK and EMEA Investment Practice setting out 		
our business strategy and the rationale that underpins it.

●

●

●

Investment beliefs: our set of clear investment
beliefs, and specific beliefs in the area of responsible
investment.
Stewardship: how the above elements combine to 		
frame our approach to the stewardship of our
clients’ assets.
Culture and values: Aon has a diverse, inclusive 			
culture, built on strong shared values.

“

“Aon exists to shape decisions for the better - to
protect and enrich the lives of people around the
world. Our colleagues provide our clients in over
120 countries with advice and solutions that give
them the clarity and confidence to make better
decisions to protect and grow their business.”

Purpose
Investment (Advisory and Fiduciary Services) is a core
business for Aon globally, in the UK and EMEA. In
this report, we focus principally on our UK Investment
business, though many of the processes we describe are
global and where required, we explain the role of more
regional functions.
In terms of stewardship, our investment approach
naturally aligns with our corporate purpose. We call this
‘Aon’s Story’, the heart of which is why we do what we
do, and how we deliver client value. Specifically, within
investment, we create value for our clients by identifying
investment risks and opportunities, and then helping
them to navigate them. A responsible approach to
investment is completely natural and fundamental for
us, reflecting our own values and stewardship.
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Our Clients are Institutional Investors, Typically Pension Funds
but we also Advise Corporates and other Asset Owners
The Aon Story
Why we do
what we do

Purpose and Proposition
To shape decisions for the better - to protect and enrich the lives of people around the world
Aon is in the business of better decisions

What we deliver
for stakeholders

Colleague experience
●
●
●

Client experience

More relevant
More connected
More valued

●
●
●

Aon is in the business of better decisions
How we make
it happen

Better informed
Better advised
Better decisions

Protect and grow their business

Working together as one firm
Operating model

Strategy
●
●
●
●

Delivering Aon United (DAU)
Inclusive People Leadership
Innovation at Scale (I@S)
Aon Business Services (ABS)

Aon United
Blueprint

●

●
●
●

4 solution lines creating content and building
capability
5 regions leading delivery to clients
Tailored delivcery based on client needs
Shared services optimising the firm

Sustainable growth

Who we are
as colleagues

Values
●
●
●

Commited to one firm as our purpose
United through trust as one inclusive, diverse team
Passionate about making our colleagues and clients successful

One firm
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Business and
Societal impact
●

Navigating New Forms of Valatility

●

Buidling a Resilient Workforce

●

Rethinking Acess to Capital

●

Addressing the Underserved

Shareholder impact
●

Mid-single digit or greater organic
growth

●

Continued margin expansion

●

Double-digit free cash flow growth
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Throughout this report, we demonstrate how we look after
our clients’ assets and where applicable our approach will
align to responsible investment, caring about the creation
of sustainable long-term value. For example, in Principle
2 of this Code, we show how our colleague experience
is one of working together across teams in a connected
and valued way, bringing our best insights forward. In
Principle 4, we illustrate some of the many ways our teams
work to inform, guide and advise clients, promoting wellfunctioning markets through the exchange of information,
evaluating factors, educating on issues, and engaging
across the industry. We trust in return that our clients’
experience is one where they are better informed and
better advised to make better decisions.
Most of our clients tend to have a long-term investment
horizon (ten years or more) and we recognise that the
investment landscape is constantly changing, with each
of our clients facing a unique set of circumstances
which evolves over time. Our aim is to support each
individual client through their entire investment life
cycle. Therefore, we not only continually review and
update our advice and services, but also select and
tailor those to each client’s specific current and
emerging needs.
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Business Model
In contrast to some of our peers, we offer both advisory
and fiduciary services. We believe that our clients should
be free to choose how they access our expertise and
knowledge at any given moment in their investment life
cycle — either by using our advice to support their own
implementation decisions, or by delegating
the implementation to us through our fiduciary
solutions, or by a combination of the two. All of our
clients benefit from our central teams and resources
such as responsible investment, manager research,
risk and modelling, asset allocation, risk settlement
and actuarial.
We are one of the world’s largest investment advisory
firms with over £3.18tn of assets under advice.
Alongside this we provide fiduciary management
services in 15 countries globally for 670 clients with
around £160bn in assets under management; of which
ca 20% is managed for UK and EMEA clients.
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Business Strategy

Tim Giles is the Head of Investment for UK and EMEA at Aon.

evolving. This means that we are always open to change
in our advice and services to clients, and that we are
willing to embrace the new and challenge old ideas
where that opens up better outcomes for clients.

We asked him to provide a short note to outline the
Business Strategy for the Practice.
Aon is committed to a thriving and growing investment
business that is focused on improving our clients’ net (after
fees) returns and long-term outcomes in a measurable way.
There are several important strands to this strategy:
●

●

●

●
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We aim to build long-term partnerships with clients since
these foster deeper mutual understanding and better
decisions. This means we have a strong focus on client
satisfaction. We ask our clients to evaluate and score
us each year, and we pay careful attention to the results
and trends over time.
We recognise that, for investment, the long term is
not just a series of short terms. This means that we
focus on sustainable, long-term investment strategies
which leads to reduced turnover costs and better risk
management for our clients.
We offer ‘open architecture’ solutions. As such, we are
not tied to any particular approach and we can share
best ideas and opportunities with our clients.
We understand that investments are increasingly
complex and varied. We know that the investment
landscape, and our clients’ needs, are constantly

●

●

●

We consciously seek to create a diverse and inclusive
culture and encourage internal challenge and debate.
This ensures that we bring a wide range of views,
experience and expertise to bear on each client’s
investment needs.
The complexity of the investment landscape means
that we need a large number of specialist colleagues
and resources to properly understand a wide variety
of investment risks and opportunities, and to help our
clients to navigate them. It needs a large and vibrant
business to support those specialist resources so, for
example, we have expanded our client base beyond
pensions to ensure that we can continue to provide the
breadth and depth of support that our clients need.
There is great strength in collaboration. We recognise
that no one firm has a monopoly on insights or good
ideas. Therefore, we partner with our clients and with
other organisations to develop and deliver robust,
innovative, value-adding services.

Tim Giles

Head of Investment, UK and EMEA
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Investment Beliefs
Aon’s global investment beliefs define our overarching
investment philosophy. They describe how we believe
institutional investors should pursue portfolio development
and construction. Our beliefs are based on sound
investment theory and the insights we have gleaned from
working with sophisticated institutional investors around
the world. As shown in point 4, which relates specifically to
responsible investment, we believe that good governance
and the stewardship of the assets is essential for good
investment outcomes.
Our investment beliefs
At a high level, our investment beliefs are:
1. Investment strategy should be driven by long-term 			
objectives and risk tolerance
Strategies should have a target return that is focused on
the long-term target, over an agreed time horizon, and 		
in line with an agreed risk tolerance.
2. Diversification is a critical tool and needs to be
used wisely
Naive diversification can lead to unnecessary loss of 		
return and excess costs. We balance the risk reduction 		
of diversification with the return dilution and cost to 		
achieve an optimal outcome.
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3. Good governance improves return and risk management
Board members, trustees and their advisers / delegated
providers must understand their investments and their
associated risks. Decision making bodies should 			
be diverse in their thinking and regularly review their 		
effectiveness.
4. Investment decisions should give ample weight to 			
environmental, social and corporate governance factors
ESG factors have the potential for material adverse tail
risks, introducing volatility that is often underappreciated by financial markets. Stewardship and
engagement provide opportunities to preserve and
enhance the value of assets.
5. Investor skill adds value in both mitigating risks and 		
accessing opportunities
Implementing decisions at the right time is an important
factor in driving positive investment outcomes, so 			
market dynamics should be considered when making 		
decisions. Furthermore, thorough evaluation can 			
identify skilled asset managers who are able to improve
outcomes for investors.

6. Costs and fees erode return
Whether it is transaction costs or management fees,
cost is a drag on performance and should only be
tolerated if it can be justified in terms of extra return
or reduced risk. It is important to both identify and
understand all costs incurred.
7. Illiquidity and complexity can create opportunities for 		
skilled investors
Factors such as illiquidity and complexity are barriers 		
to entry for some and therefore present attractive risk 		
and reward opportunities for others. Where risks are not
sufficiently compensated, these investments should
be avoided.
8. Markets evolve over time and solutions should
adapt accordingly
At Aon, we innovate and will create new solutions where
we see opportunities to improve outcomes.
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Our Responsible Investment Beliefs
In addition, we have our responsible investment beliefs
as follows:
●

●

●

●

Material environmental, social and governance factors
can impact risk management, volatility and long-term
returns.
Sustainability risks introduce new forms of volatility
that may be under-appreciated by financial markets
and present the need to future-proof portfolios as well
as the opportunity to generate long term value for
beneficiaries.
Stewardship, active ownership and engagement
provide opportunities to preserve and enhance the
value of assets.

Careful and thoughtful asset ownership and stewardship is
an important long-term responsibility for investors.
It can enhance the value of assets whilst also improving
outcomes for the planet, society and the economy.
Our commitment to good stewardship in the strategies
our clients invest in is strongly reflected in our own
purpose, culture, values, business model, strategy and
investment beliefs.

●

●

We have made a number of public statements and
commitments over recent years, including:
●

Climate change is an urgent and critical global
challenge that poses systemic risks to financial
markets due to both the physical impact of climate
change and the effects of a transition to a more
sustainable global economy.

Further information on our approach to responsible
investment generally, and stewardship specifically, is
available in our policy document at the following link:
Aon Responsible Investment Policy 2021. Aon updated its
responsible investment policy in 2020.
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Stewardship

●

Climate change: Aon has publicly committed to
achieving net-zero emissions by 2030 in alignment
with Science Based Targets. We will accomplish that
goal by reducing the environmental impact of our own
operations — such as a reduction in our real estate
footprint and travel by leveraging virtual capabilities
— and becoming a more resilient, sustainable
organisation.
In 2021, to demonstrate further our commitment,
we are driving our UK fiduciary business towards
Net Zero investment portfolios by 2050, with a
target to arrive at the halfway point and achieve a
50% reduction in the carbon emission profile of our
investments by 2030.

Association of Member-Nominated Trustees: Aon
continues to support a joint statement issued in 2017,
which is committed to ensuring our clients are made
aware of requirements for pension funds to consider
financially material ESG factors.
Women in Finance Charter: As part of our
commitment to Gender Balance at Aon, we are proud
to be signatories of the Women in Finance Charter.
This charter is a commitment by HM Treasury and
signatory firms to work together to build a more
balanced and fair financial industry in the UK.
By signing the charter Aon has pledged to promote 		
gender diversity by:

●

●

●

●

Having one member of our senior executive team who
is responsible and accountable for gender diversity
and inclusion.
Setting internal targets for gender diversity in our
senior management.
Publishing progress annually against these targets in
reports on our website.
Having an intention to ensure the pay of the senior
executive team is linked to delivery against these
internal targets on gender diversity.

1
Aon is a member of selected industry bodies where
we believe we will be able to learn and promote
better investment stewardship standards. Most of our
collaborative memberships are ongoing year after year and
we list below those collaborations where Aon has had long
standing relationships and memberships.
United Nations
We are a signatory to the United National Environment
Programme Finance Initiative (UNEP FI) which supports
using global finance sector principles to catalyse
integration of sustainability into financial market practice.
Within this initiative, Aon is the executive sponsor and the
first risk intermediary signatory for the United Nations
Principles for Sustainable Insurance (UNPSI).
We were actively involved in the Expert Group which
convened to create the United Nations Principles
for Responsible Investing (PRI) and we were the first
investment consulting firm to become a signatory to
the Principles on a global basis. We continue to be
active members.
ClimateWise
Aon is a founding member and the current Chair of
ClimateWise supports the insurance industry to better
communicate disclose and respond to the risks and
opportunities associated with climate change and the
global protection gap.
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Cambridge Institute for Sustainable Leadership (CISL) –
Investment Leaders Group
The group publishes thought leadership papers and
working frameworks within its various working groups
across responsible investment themes. In 2021, Aon
continued to drive forward initiatives on impact and
biodiversity. We describe a collaboration in 2021 on nature
loss in Principle 10 of the Code.
Institute and Faculty of Actuaries sponsored taskforce on
climate risk (IFoA)
Aon continues to be an active member.
Task Force on Climate-Related Financial Disclosures
(TCFD)
Aon continues to actively support the TCFD, aligning our
processes and advice with its recommendations. Aon
promotes the application of the TCFD framework in its
manager research and investment consulting work.
Taskforce for Nature Related Financial Disclosures (TNFD)
Aon joined the TNFD in 2021 as a forum member. The loss
of biodiversity is an area of focus for Aon and a theme
which we have collaborated on with the CISL, details of
which are given in Principle 10.
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Our Responsible Investment beliefs
Value Reporting Foundation – SASB Reporting Standards
Aon has long been a member of SASB and welcomed
its recent merger to form The Value Foundation. SASB
standards for financial materiality across sectors has
global recognition and we expect the SASB standards
to feature strongly in common reporting and accounting
frameworks going forward.
The Investment Consultants Sustainability Working Group
(ICSWG)
We describe in Principle 4 of the Code our activities
supporting our organisation’s stewardship and our
participation in this key initiative feeds into our
Engagement Programme work.
The Diversity Project
The Diversity Project is a cross-company initiative
championing a more inclusive culture within the savings
and investment profession. Tim Giles sits on the steering
committee, and Aon colleagues are involved in a number
of workstreams.
The 30% Club
The 30% Club aims to develop a diverse pool of talent
for all businesses through the efforts of its Chair and CEO
members who are committed to better gender balance at
all levels of their organisations. Aon is a member of the
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30% Club and has engaged a number of colleagues
in its mentoring scheme, which offers cross-company,
cross-sector mentoring to women at every layer of the
career pyramid.
Balance
Aon has been instrumental in developing and delivering a
programme called Balance across the insurance industry,
working with four other firms to encourage men to become
‘change agents’ to help drive gender balance.
Aon continues to liaise with government and nongovernmental organisations where we network and share
ideas and provide information from our vantage point.
Examples of this over the year are our discussions with
the Pensions and Lifetime Savings Association (PLSA),
the Association of Member-Nominated Trustees (AMNT),
Share Action and Pensions for Purpose. These interactions
enable us to remain informed, exchange ideas, understand
and further best practice. Aon is keen to work towards
common standards such that the transparency around key
issues enables us to give better guidance for our clients.
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Aon’s Culture and Values
We believe businesses succeed when the communities
they serve — and the people they employ — flourish. We are
committed as one firm to our purpose, united through trust
as one inclusive, diverse team, passionate about making
our colleagues and clients successful. Everyone is called
upon to lead Aon United values and behaviours. We believe
that no individual person or piece of Aon is stronger than
the whole.
Delivering Aon United
Our ‘Delivering Aon United’ strategy defines how Aon
colleagues work together to deliver value to clients and
sets a new standard for client leadership. Delivering Aon
United is brought to life through our common client value
creation model which scales expertise and experience
from across the firm and has helped teams bring the best
of the firm to clients.
Inclusive People Leadership
Our people are the heartbeat of our firm. Our passion for
clients is what unites us, drives us, and brings out the best
in us. Across Aon, we create a culture of opportunity for
our colleagues — driven by collaboration and innovation.
Ultimately, Aon colleagues are more relevant, more
connected, and more valued in ways that enable them to
achieve their full professional potential.
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Aon has a strategy for ‘Inclusive People Leadership’
which ensures that all our colleagues- at every stage of
their journey – are equipped and motivated to model our
Aon United values and behaviours. In doing so, it creates
a culture where Aon colleagues engage one another
in a manner that enables all of us to achieve our full
professional potential.

1

Aon’s Culture and Values
Below we highlight three areas of Aon’s culture and values
which support our colleague experience:
1. Diversity and inclusion
We are committed as one firm to our purpose, united
through trust as one inclusive, diverse team and
passionate about making our colleagues and our clients
successful. Everyone is called upon to lead Aon United
values and behaviours. Transformational change only
occurs over time, through the consistent and cohesive
efforts of many individuals. It is imperative that we reflect
on the principles of diversity and inclusion and commit to
infusing them into our daily work.

“

“Aon is committed to embedding diversity and
inclusion into our daily interactions, from attracting,
retaining and promoting the best talent across risk,
retirement and health to empowering results for our
clients, colleagues and communities”
Greg Case, Aon President and CEO

At Aon, we have high level of commitment to our diversity
and inclusion objectives and have leadership-driven
initiatives including Global Inclusive Leadership Council
(GILC) and Regional I&D Sub-committees (RIDS) as well as
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colleagues-led programs with the ever-growing Business
Resource Groups (BRGs). BRGs are open voluntary
forums, colleague-led groups typically organised around
a particular dimension of diversity or shared background.
BRGs create opportunities for colleagues to connect, learn
and celebrate as part of a diverse, inclusive workplace.
2. Aon in the community
Aon has an important role to play in managing its impact
on the environment, supporting the communities in which
we operate, and the wellbeing of our colleagues.
Aon is committed to managing its impact on the
communities in which we operate.
Aon’s four main areas of focus for our community work:
Aon UK
Charitable
Foundation

Matched 		
Funding

Payroll
Giving

Mentoring
and
Volunteering

3. Bringing sustainability to corporate Aon
Aon’s organisational purpose and culture drives our
determination to support sustainable stewardship at a
corporate level. Aon’s colleagues want to be a part of a
business which itself supports sustainability through its
own environmental and social goals.

At Aon, we recognise our role in contributing to a clean
and healthy environment. Through our Environmental
Policy, we have established a range of controls to ensure
our operations are responsibly managed and reduce the
risk of adversely impacting the environment. Our Aon
Business Services (ABS) operating platform has been
instrumental in helping us achieve our environmental
goals. The leading infrastructure and technology
capabilities of ABS has enabled Aon to reduce our physical
office space, move on-premises data centres to the cloud,
develop alternative communication solutions that allow
us to limit air travel, and implemented tools — such as
DocuSign – that may seem innocuous, but are delivering
real results when it comes to cutting back on consuming
natural resources.
We set long-term environmental goals to improve our
performance and reduce our carbon emissions. We
adopt achievable objectives and set action plans for
their completion in relation to our areas of significant
environmental impact. Above all, we are transparent with
our progress towards environmental goals, as required by
local regulations or other initiatives which we follow.
We therefore work at corporate level to achieve
environmental and social goals through improving our own
carbon footprint, philanthropy and obligations towards our
stakeholders — both clients and employees.
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Activity
Over 2021, Aon built on the public statements we have
made, consolidating our ambitions to be a leader for
responsible investment. We continued to work with a
broad range of stakeholders such as regulators, nongovernmental organisations and experts in the field
to support trustees’ stewardship of assets and meet
regulatory requirements. We give some examples of
collaborating in Principles 4 and 10 of this report and
describe why we undertook them. Below we briefly touch
on activities within Aon, all of which further our ambitions
to shape better decisions. More detail is given under the
relevant principle reported. The underlying reason for all
our activities aligns with our corporate purpose – shaping
decisions for the better.

2020. Through our EP, we will also press on our chosen
subtopics, engaging on net zero alignment approaches,
risk and impacts from nature loss and modern slavery.
Aon’s core engagement subtopics 2021

Climate
Change

Nature Loss

Engaging with managers as to their
progress towards TCFD reporting, Net
Zero targets and managing climate
change risk.
Working with the Cambridge Institute
of Sustainability Leadership (CISL) to
develop a mapping tool for nature -related
risks and dependencies

Engaging
Aon’s Engagement Programme (EP)
Aon launched its Engagement Programme two years
ago as a cross asset class initiative bringing internal
stakeholders together; aligning to our organisation’s overall
purpose, culture and strategy for the better stewardship of
our client’s assets.
The key purpose of the Engagement programme is to
engage with our recommended managers and understand
how they are progressing towards best practice as regards
investment stewardship and how they align with regional
stewardship codes, such as the UK Stewardship Code
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Modern
Slavery

Working with CCLA ‘Find It, Fix It, Prevent
It’ programme to raise awareness of the
role investors can play to address modern
slavery practices in supply chains.

Aon’s collaboration with the Investment Consultants
Sustainability Working Group (ICSWG) feeds into the EP
ensuring we can communicate insights internally as well
as with managers. We give details of our partnership with
the ICSWG under Principle 4 of the Code. Aon was active
over 2021 and one important outcome following our EP
manager meetings was to formalise Aon’s investment

stewardship principles and expectations to ensure that we
can be clear about the stewardship expectations which our
UK Advisory and Fiduciary Services have. We set these out
in Principle 8 of the Code.
Evaluating
Aon’s manager research approach
A key role Aon has in the evaluation of investment
stewardship is through our manager research team’s ESG
ratings. Here we have our five-factor framework, described
in Principle 7 of the Code, which sets out key factors
important to ESG integration, i.e. investment manager
responsible investment policies, process, staff, investment
stewardship and outcomes. All our Buy rated strategies
have ESG ratings and we evaluate not only financially
material factors but also the investment stewardship and
engagement of a manager on behalf of a strategy. Asset
managers tell us that our ESG research and ratings are
among the most comprehensive in the consulting industry
and they are communicated through our investment and
ESG reporting.
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Activity
Educating

Exchanging

Aon wants to continue to further its purpose, investment
beliefs and strategy. One way we do this is to provide
knowledge and understanding for our field consultants
and our clients, to keep them up to date with our
ambitions, and explain the rapidly evolving world
of responsible investment.

Aon’s Responsible Investment Network

In addition, we create thought leadership through our
speaking engagements, white papers, bulletins, podcasts,
briefs, content updates and we have listed a selection in
the Appendix. These communications are firmly grounded
in Aon’s overall purpose and investment beliefs at
organisation level and aim to educate both clients and the
wider industry. All documents are closely peer reviewed
before being published which ensures consistency with
those intentions.
Thought leadership within Aon Investment also draws
expertise from wider Aon across the globe and from
other parts of the firm. We firmly believe that all clients
will receive better outcomes if we work together to share
ideas, information, expertise, experience and solutions
across all strands of our business. This is also part of our
‘Aon United’ culture, described in the ‘Culture and Values’
section, above.
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As new regulation, guidance and initiatives are developed
in response to global sustainability considerations, there
still remains confusion around terminology, materiality and
investors’ duty in this area. Aon’s Responsible Investment
Network is designed to address some of these challenges,
by providing an accessible forum through which investors
can build their knowledge of responsible investment and
collaborate with peers, industry participants and thought
leaders on a range of topics.
Accessibility and practical implementation are key features
of these sessions. The most recent meeting was held in
person in Spring 2021, titled “Investing for impact and
success”. We facilitated the opportunity for asset owners to
share challenges, progress and frustrations; how they can
make a difference; and practical steps to support positive
outcomes without suffering governance overload.
While the Covid-19 pandemic restrictions over 2021
forced us to adapt the way we exchange information with
clients, asset managers and other stakeholders, what
hasn’t changed is the resolve at Aon and the industry to
support each other in endeavours to improve the way
we think and act sustainably. It is our belief that all our
clients are different, with their own unique objectives and
preferences, and therefore there is no ‘one size fits all’
for a single approach to longer term sustainable value-

creation and responsible investment. The culture we have
been careful to nurture works with all clients in ways that
best suit them and enable them to integrate sustainable
value. Through the many approaches and strategies we
offer, and the stewardship activities we undertake, we are
fulfilling our purpose as an organisation, actively promoting
our investment beliefs and closely aligning with the Code.

1

Outcome
Aon is in the business of shaping better decisions and
throughout this report we give many examples of how we
do this in Principle 4 and Principles 6-12. These examples
are the outcomes of Aon working together as one firm
to create business and societal impact, alongside
shareholder impact.
Aon advises and guides through engaging, evaluating,
educating and exchanging. We share content with a
wide audience, through our website, industry events,
blogs, podcasts and white papers, and list out examples
of activity over 2021 in the Appendix. Like our networking
events, our ability to attend speaker events over 2021
has been limited due to Covid-19 restrictions, but we
would normally look to attend many speaker events
discussing topics across the broad spectrum of our
business subject matter.
We strongly believe that the integrity good investment
stewardship brings to investment is key to better
investment returns and sustainable value creation.
Our efforts are well received, and Aon continues to thrive
as a business and is competitive across peers. We pride
ourselves on the positive feedback we receive from across
the industry and are always keen to find ways to improve
our services, aligning more closely to our corporate
purpose and client needs.
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2

Principle 2 Governance, Resources
and Incentives

2

Principle 2
Governance, Resources and Incentives

Signatories’ governance, resources and
incentives support stewardship.
Context
In this section we cover the following:
●

●

●

●

●
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Business structure: an overview of Aon’s business
structure, identifying where the investment practice
sits within that structure.
Practise organisation: an overview of the various
teams within Aon’s investment practice, and the
governance structure.
Pricing Guidance and Pricing Committee.
Governance of responsible investment: looking in
more detail at our global responsible investment
content teams and governance.
Delivering responsible investment and stewardship:
combining the specialist teams with our responsible
investment content team.

●

●

Supporting resources: data and analytics.
Ongoing development: ensuring that our consultants
remain abreast of responsible investment
developments.

Business structure
The structure chart below provides more detail in
respect of each business stream.
Around 30% of Aon’s 50,000 associates globally
are within Wealth Solutions, including around 1,400
staff in the UK. Aon’s Investment teams sit within
Wealth Solutions.
As outlined in Principle 1, Aon provides both advisory
and fiduciary services, and solutions for our clients.
The structure chart below provides more detail in
respect of each business stream. Aon’s Advisory and
Fiduciary businesses, covered in this report, belong to
our Wealth Solutions business.

2

Aon plc

Shifts in technology, economics
and geopolitics are creating
unprecedented volatility. We
help clients identify, measure
and manage their risk exposure.
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Health is declining, costs are
rising and workers have vastly
different needs. We help
companies improve employee
health and wellbeing while
managing costs.

Businesses, governments and
communities need to become
more resilient. Our expertise
and insight help (re)insurers
navigate unchartered territories
and create more relevant
solutions.

Global business is becoming
increasingly difficult to
navigate. We help employers,
fudiciaries and investment
officers optimise results and
provide a more secure future
for their stakeholders.

2

Advisory

Fiduciary

Aon provides investment advisory services in the UK
through Aon Solutions UK Limited (ASUKL, formerly
Aon Hewitt).

An increasing number of our clients delegate the
implementation of all, or a portion of, their assets to us.
Importantly these clients still leverage the experience and
expertise of our full investment practice, including the
responsible investment team, the client facing team, and
all the specialist teams.

ASUKL is a wholly owned subsidiary of Aon plc and sits
within the Wealth Solutions stream of the business.
ASUKL was created through the 2010 merger of Aon
Consulting and Hewitt Associates, each of which has
been in business and providing retirement services for
more than 70 years.
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This fiduciary service is delivered by Aon Investments
Limited (AIL), a UK company authorised and regulated
by the Financial Conduct Authority. AIL is a subsidiary
of ASUKL and has a separate Board of Directors and
Executive Committee. The stewardship aspects of our
fiduciary service are covered comprehensively in Principle
6-12 of this report.

2

Practice Organisation

Aon Wealth Solutions has local entities that are similar
to ASUKL in other countries across EMEA. These UK
and EMEA investment teams work closely together
and are integrated with a number of global or regional
specialist and content teams. One of Aon Wealth
Solutions’ key success factors is our ability to combine
the broad perspective and practical experience of our
client consultants with the deep expertise of
our specialist teams. The overall structure of our
UK and EMEA investment practice is illustrated in
the chart below.
There are similar structures in other regions of the world.

Aon ASUKL and AIL
Governance Structure

CEO, UK
Julie Page
Head of Investment,
UK and EMEA
Tim Giles

Clients
UK Client Facing
211 people
13yrs' experience

Operations

Investment

EMEA Operations
33 people
20yrs' experience

EMEA Portfolio Managers
16 people
13yrs' experience

Global Asset Allocation
9 people
19yrs' experience

Global Operational Risk
Solutions and Analytics
15 people
15yrs' experience

EMEA Portfolio Risk Team
8 people
16yrs' experience

Global Manager Research
130 people
13yrs' experience

UK Risk and Modelling
40 people
12yrs' experience
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Research
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Pricing Guidance and Pricing Committee

Governance of Responsible Investment

Fair pricing and ‘value for money’ are critical for us if we
are to build the long-term partnerships with our clients
that we believe enable us to help our clients make,
and implement, better decisions. We have developed
pricing guidance for our core services – both advisory
and fiduciary – including many of our Responsible
Investment and Stewardship services. In addition, our
pricing committee meet to discuss and approve the
pricing of any new business opportunity, and also for
any new or non-core services that we offer. Together
the guidance and the committee ensure consistent
and robust oversight in pricing, equitable treatment of
clients and clear articulation of value to clients.

Senior oversight for Aon’s responsible investment
committees sits within our Global Investment Centre
(GIC) structure. Aon has increased its number of
dedicated roles for responsible investment to support
our global and regional heads of responsible investment,
in addition to which we draw appropriate personnel and
resource from across our specialist teams.

2

Aon’s responsible investment
governance structure:

Global Investment Centre

US Investment Ctt

UK Investment Ctt

U.S. Responsible
Investment Committee
Chair: Meredith Jones,
Global Head of Responsible
Investment

		

UK Responsible Investment
Committee
Chair: Tim Manuel, Co-head
UK Responsible Investment
Chair: Geri McMahon,
Co-head UK Responsible
Investment

Cross Communication Processes
UK Responsible Investment
Committee
Co-heads of Responsible
Investment and 20 FTE
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Canada Investment Ctt
Canada Responsible
Investment Committee
Chair: Meredith Jones,
Global Head of Responsible
Investment

2

Delivering Responsible investment and Stewardship
As directed by our responsible investment committees,
there will be a number of specialist colleagues who
undertake the work as appropriate. For example, in
the UK, Aon has a responsible investment team made
up of colleagues who spend their time supporting the
Advisory and Fiduciary Services, Asset Allocation and
Manager Research teams in adhering to industry best
practices. The teams collectively help generate Aon’s
best ideas and investment thinking, including within the
context of responsible investment and stewardship.
Effective implementation of responsible investment
and stewardship demands a variety of resources and
Aon has the advantage of having a broad range of
expertise we can deploy, along with a structure that
allows us to call on a wide range of specialists to
support our clients’ needs. Responsible investment is
integrated into our services and therefore all members
of our various teams consider responsible investment
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issues in the service that they provide to our clients.
Notably, responsible investment is embedded into the
work and responsibilities of several specialist crossdisciplinary ‘content teams’, leveraging expertise across
the business. The most relevant of these teams to
responsible investment are listed below with a short
description as to the role they play.
Cross-disciplinary ‘Content Teams’
Responsible Investment Team
A team of 20 specialists who work across our client
facing team and our specialist subject matter teams
below. Through our ESG specialists, we ensure that we
engage, educate, evaluate and report in a consistent
manner which reflects best practice and Aon’s own
responsible investment culture and strategy.

Client Facing
These colleagues provide day to day investment advice
and support to our clients. In the broadest sense, they
support our clients in ‘stewarding’ their assets. More
specifically, in the area of responsible investment, these
colleagues help clients to:
●

●

●

●

Develop their own responsible investment and
stewardship policies.
Guide and support them through any analysis (e.g.,
climate scenario modelling) and implementation
(e.g. impact investments). We illustrate our climate
scenario modelling under Principle 4 of the Code.
Facilitate reporting and evaluation (e.g. the Aon ESG
Dashboard — see below under Reporting).
Many of the members of our responsible investment
team also work in client facing teams, therefore
ensuring close collaboration and exchange of
knowledge and experience.
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Risk and Modelling
The Risk and Modelling team models the interaction of
assets and liabilities over periods of up to 30 years to
demonstrate how any potential changes to investment
strategy, contributions, or funding bases might affect
the future funding position of our clients’ pension plans
(or other asset pools). They also carry out complex
risk analysis, identifying what is causing risk and how
this might be reduced. For example, this team runs our
Climate scenario analysis for clients, either as part of a
wider asset allocation study, or on a stand-alone basis.
Climate scenario analysis is a fundamental part of the
disclosures recommended by the UK’s Taskforce for
Climate-Related Financial Disclosures (TCFD) and is a
key tool for risk mitigation, as regards climate risk, at
company and firm level. We use our climate scenario
modelling as a case study in Principle 4 of the Code.
Global Asset Allocation Team
Our Global Asset Allocation team undertakes in-depth
analysis of markets to create our long-term capital
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market assumptions along with a suite of scenarios.
These include climate scenarios, which are produced in
collaboration with the University of Cambridge and other
bodies. This team use their analysis to identify both risks
and opportunities.
We believe that markets are seldom completely ‘fairly’
valued and that investors can profit from taking account
of the short term and technical factors which may be
affecting markets. Therefore, in addition to long-term
projections to help with strategic decisions, the team
provides both medium-term asset class views and
shorter-term ‘momentum’ views to help with timing of
changes to asset allocation and implementation.
Global Manager Research Team
Aon has a global manager research team of 130
employees which is tasked with identifying fund
managers who are able to deliver the best possible
performance, considering traditional and ESG risks with
associated costs. This team has extensive practical
experience and includes former fund managers,

researchers, chartered surveyors, derivatives traders
and economists. We operate globally with experts based
in most of the major markets across the world.
The manager research team is responsible for awarding
ESG ratings across all our recommended products.
This process is described in Principle 7 of the Code.
Furthermore, the team also identifies specialist
responsible investment managers and solutions in
multiple asset classes.
In 2021, Aon launched an impact investing initiative,
a team within global manager research tasked with
researching impact investment solutions. This will offer
clients sound investment choices in order to further
tailor their asset allocation with impact solutions aligned
to the Sustainable Development Goals spectrum.
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ESG Reporting Teams
●

●

●

Aon’s Engagement Reporting Team 15 of our responsible
investment specialists also support our clients’ TCFD
reporting and EPIS (Engagement Policy Investment
Statement), gathering and interpreting data, and summing
up an overall view of the quality of a manager’s investment
stewardship for a product.
Offshore Solution Team Our Singapore analytics team is
tasked with applying automation, proprietary models and
data & analytics to create value for Aon in the areas of
Manager Selection & Insights, Portfolio Construction and
Business Intelligence.
Offshore Reporting Teams Aon has a Strategic Client
Delivery Team (SCD) and an Investment Consulting
Solution Support (ICSS) team. These teams develop
and generate our overall reporting which includes both
performance and ESG reporting.

Supporting Resources
The responsible investment landscape suffers from a
lack of consistency in terms of data definition, collection
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and standardisation. Comparable ESG data is therefore a
challenge and trustees require data transparency in order
to assess and compare levels of ESG integration in their
portfolios, both investment integration and engagement.
Aon’s primary ESG research and data provider is MSCI,
a market leading platform with broad and deep coverage
across industry investment sectors. We seek to minimise
potential misconceptions by using a leading ESG data
provider that is widely used, providing a common language
to the extent possible. It is well understood that ESG rating
providers have differing methodologies potentially leading to
different investment decisions. We have satisfied ourselves
that the approach MSCI takes is thorough, calibrating ESG
risk exposures and management according to sector and
ESG materiality.
Ongoing Development
Aon continually updates its colleagues within the practice
with training events, regulatory updates and training
modules. With respect to responsible investment, Aon
ensures our colleagues and field consultants, who may not
necessarily be directly involved with responsible investment

on a day-to-day basis, receive the training needed to
correctly advise and bring in the appropriate expertise. The
ability of all consultants to speak to important developments,
such as aligning to the TCFD recommendations, has been
important in supporting clients with addressing these regular
and comprehensive disclosures.
Developments in Responsible Investment, and in particular
climate change, pressed on over 2021. We recognised
and responded to the need for more ongoing education by
introducing new initiatives in 2021 such as the bi-weekly
“RI Teach-In” sessions where Responsible Investment team
members present on notable developments in markets,
industry, regulation, Aon service offerings and more. We
have also collaborated with others, including working with a
professional trustee firm to deliver a series of sessions and
breakout group discussions to share perspectives amongst
our consultants and their independent trustees. Lastly, we’ve
sought to improve our awareness of one of our engagement
priorities, modern slavery, by having meetings with a thirdparty consultant, and delivering an internal training session
to field consultants on ‘Combatting Modern Slavery:
Everyone’s Responsibility’.
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Activity

Governance
To strengthen overall governance for responsible
investment, we have responsible investment committees
(RIC) for each of our three main regions: the U.S.,
UK and Canada (see Aon’s Responsible Investment
Governance Structure chart, above).
Each regional RIC will leverage global responsible
investment initiatives, initiate local responsible
investment workstreams as appropriate and oversee
approval processes for responsible investment activities.
Our RIC structure orchestrates our overall responsible
investment approach, bringing many initiatives under
one umbrella and ensures a consistent application
of Aon’s overarching responsible investment beliefs,
strategy and culture.
Aon has organised the governance of responsible
investment along regional lines in order to accommodate
differing needs. The UK in particular has forged ahead
in terms of regulation, broadening the fiduciary role
of an asset owner. With our responsible investment
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governance structure, we are able to tailor our client’s
needs according to these regional differences, leverage
global thought leadership and standards, while
remaining true to our overriding global objectives.
The U.S. RIC has a charter, periodically reviewed,
which also sets the tone for the other committees. Each
RIC will meet as frequently as required but not less
than quarterly. We find, given the fast pace of change
within the responsible investing world, that the UK RIC
meets more frequently. While these meetings to date
have found good consensus of opinion, should there
be differing views which are not easily reconciled by
respective Chairs, matters can be escalated, to the GIC.
ESG Reporting
Over 2021 Aon continued to develop its reporting
for responsible investment. We recognise the critical
importance of being able to deliver to clients the
transparency needed on both ESG fund management
processes and risk mitigation aspects of underlying
exposures. Over the year we have broadened the

structure of overall ESG reporting with a focus on
carbon measurement.
Aon is looking to incorporate responsible investment
reporting into its Client Performance Reporting in
addition to existing reporting in the ESG Dashboard.
We expect our ESG reporting to keep evolving as
we continue to incorporate new pieces of significant
information.
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Aon’s ESG Dashboard
Aon’s ESG dashboard is designed to produce actionable
insights for clients efficient decision-making and
engagement:
Tailored Portfolio Insights include:
Best and
worse-rated
ESG holdings in
your portfolio

Sector exposures
and sector ESG
reports

We have designed the dashboard to be accessed online
with the interactive ability to navigate across tabs to
directly access the topic of interest. The dashboard
draws in data from our ESG data provider, the PRI, our
manager research team and other sources of relevant
information. It is designed to offer insights and assist the
user’s own analysis.
Through this dynamic and intuitive interface, the ESG
Dashboard supports our users to:
●

Aon's ESG
rating based
on proprietary
research

Your carbon
intensity
positions and
analytics

●

●

Your fund manager's
key ESG indicators,
engagement and voting
features
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Gain greater insight into the ESG profile of an
investment portfolio to support more efficient
decision-making and engagement.
Drive improvements in respective manager ESG
policies and practices.
Understand reputational risks posed by exposure to
controversial sectors.

“

“We are now able to make much more informed decisions
in an area that is becoming increasingly critical in our
Investment Strategy”
UK Corporate Plan

“

“In the world today, where assets are increasingly tangible and
globalisation and social media can mean a company valuation
is more sensitive to reputational damage. Using Aon's ESG
Dashboard enabled us to understand sector exposures in our
portfolio and take action to mitigate these risks”
UK Corporate Plan

“

“Investors increasingly need to know how their investment
funds and portfolio managers evaluate and integrate ESG
data into the investment decision-making process. Aon’s ESG
Dashboard is a market-leading solution that supports them
to do this.”
Meredith Jones

Global Head of ESG, Aon

2

Outcome

Over 2021, we continued to build up our team of
responsible investment specialists and further
developed the many ways in which they work and
draw from other specialisms across other teams. The
governance structures have been effective to support
stewardship outcomes as evidenced by our ability to
quickly scale up resources to support the increasing
number of clients expanding, amongst other things, their
stewardship disclosure requirements and climate risk
management processes.
With respect to the ESG Reporting Dashboard,
increased demand and client interest has encouraged
us that we are meeting a service and that continued
significant investment in this area is appropriate
to support client needs. More importantly, we have
seen that the qualitative and quantitative ESG data
provided has empowered clients to carry out active
ownership with more purpose. Clients have a better
understanding of where ESG risks lie in their portfolio,
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leading to engagements with managers, new policies
and expectations of managers, and improved reporting
disclosures to members.
We have also reported outcomes across the principles of
the Code by way of the case studies we illustrate. These
case studies are examples of the many types of work
our teams do, often working together and leveraging
expertise, achieving our goal of delivering market
leading and trusted advice and investment stewardship.
Our teams are able to provide this because our
governance, resources and the way we have structured
our teams allow them to work fluidly, capturing the best
of our people for the benefit of our clients.
The overall outcome ultimately is the longevity of
satisfied clients and an engaged working team.

3

Principle 3 Conflicts of Interest

3

Principle 3
Conflicts of Interest

Signatories manage conflicts of interest
to put the best interests of clients and
beneficiaries first.
Context
Our aim is always to be a trusted adviser, and we
believe that by having a transparent approach to the
management of conflicts we build trust with our clients.
All our colleagues are required to:
●

●

●

Recognise and address potential conflicts.
Avoid anything that could create the appearance of
failing to act in the best interest of our clients.
Manage conflicts that arise

From the Competitions and Markets Authority’s
working papers we can see that our approach to the
management of potential conflicts in our UK Investment
business was stronger or as strong as our competitors.
To be transparent in how we manage potential conflicts,
we make our policy freely available on the internet.
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This robust policy, to meet both the expectations of our
clients and the requirements specified by the Financial
Conduct Authority (FCA) can be found here, and Aon’s
approach to the management of potential conflicts is
enshrined in our code of business conduct which can be
found here.
Activity
Aon is often asked about potential conflicts of interest
and how we work to identify and mitigate them. We have
developed a number of FAQs covering the topics where
conflicts could potentially arise given the nature of our
business, and how we will work to mitigate the conflicts.
All these examples relate to how we steward assets
within our organisation in situations where conflicts of
interest could arise. Clearly this list is not exhaustive and
any other potential conflicts that arise will be evaluated
and managed on a case-by-case basis. Aon will always
be careful to ensure our clients’ assets are never
compromised due to a position Aon inadvertently finds
itself in, through the normal course of business.

Some of the most frequent issues are:
1.

Potential conflicts between the sponsoring employer
of an occupational pension scheme and scheme 		
trustees.
We are often engaged by pension scheme trustees.
We may also advise the sponsoring employer itself.
There are times where the objectives of these two
parties may not be compatible and they may wish to
follow fundamentally different investment strategies.
Mitigation: In these circumstances we would notify
both trustees and employer of the potential for
conflict and create “ethical barriers” where the
parties would be advised by separate teams (and
where practicable, separate locations), with no
common access to shared data. If either party is not
comfortable with this arrangement, then we would
resign one of the advisory appointments.

3

2.

"Churning" a portfolio
We might be perceived to be encouraging clients
to make unnecessary changes to their investment
strategies and excessive changes to investment
products employed, in order to generate greater
fee income.
Mitigation: All our advice must clearly articulate
the reasons for the recommendations, and the
information on which the advice is based. Therefore,
any recommendations to change investment
strategy or investment products must include the
reasons why this advice is appropriate to a client’s
specific needs and circumstances. In addition, all
client advice is peer reviewed, and samples are
scrutinised on a regular basis.
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3.

not inappropriately influenced by third parties such
as clients, prospects, insurers, product providers,
investment houses and suppliers of goods and/or
services.

Recommending investment products
Payments or inducements from product providers
might be seen to influence the investment products
we recommend.
Mitigation: We do not receive any commission from
investment product providers in relation to advising
on investment products. Our research process
is team based, and completely transparent to
members of our manager research teams.
This mitigates the potential conflict of interest
that any individual, or a small group of individuals
within the team, may have with a fund manager
or other third party.
We have an Event, Entertainment, Meals and
Gifts Policy which enables management to monitor
both the receiving of or offering of events,
entertainment, meals or gifts. This ensures we are

4.

Fund managers who are also Aon clients
There are some instances where fund management
organisations are also clients of ours or of the
wider Aon Group. This could potentially give rise
to a conflict of interest where we recommend
their products.
Mitigation: This conflict is primarily dealt with
by the separation of manager research from
advisory services, which means such conflicts
should not arise.
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5.

Conflict in giving clients impartial advice and 			
managing funds on behalf of clients
Aon provides delegated fund solutions through
Aon’s fiduciary business. We might be perceived 		
to be not acting in the clients' best interests when
suggesting Aon in-house funds (“Aon Fund 			
Solutions”) to our advisory clients.
Mitigation: We are client focused with respect
to the level of delegation our clients wish to use
The starting point for our consultants is to build up
a thorough understanding of our clients. Investment
strategy and asset allocation advice is tailored
to our clients' objectives and is not related to the
Aon solutions currently available. We have a
clearly articulated framework and process for
building a detailed understanding of a client's
situation and preferences, to advise on a
suitable approach.
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Where Aon has responsibility for discretionary
management within an Aon Fund Solution, our
solutions represent the best of Aon for a client
in a relevant situation, since they will utilise our
best ideas and our highly rated fund managers.
As such, if after discussing a client’s situation,
implementation preferences and governance
budget with them, we believe that we have an
Aon Fund Solution which has been designed to be
appropriate for and meet the client’s circumstances,
then that will be our recommendation and we will
not carry out a wider search unless requested to do
so by the client.
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Where we recommend that a client invests in an Aon
Fund Solution, we will ensure that the client advice
includes on its first page the following disclaimer:

competitive tender process prior to appointing a
fiduciary manager. Guidance on running a tender
process is available from the Pensions Regulator."

"This document contains marketing material about an
Aon Fund Solution. This document does not represent
impartial advice on this Fund Solution.”

Client Focus

Fiduciary Management
Where we provide marketing material in respect of
fiduciary management services, we will separate into
separate documents the marketing material from any
advice in respect of investment consultancy services
or fiduciary management services. The marketing
document will include on its first page the following
disclaimer:
"This document contains marketing material about our
fiduciary management service. This document does not
represent impartial advice on this service.
In certain cases, you are required to conduct a
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We are client focused and for clients who do not wish
to delegate decisions to Aon, we will work with them on
a purely advisory basis to find an approach that meets
their situation on a non-fiduciary basis and without
investment in Aon Fund Solutions. However, if the client
wishes to conduct a review of delegated products or
fiduciary management services that compete with Aon
Fund Solutions or fiduciary management then we will
advise them that Aon cannot conduct such a review and
suggest they hire a third-party evaluator to consider Aon
solutions or fiduciary management alongside competitor
products. Our manager research teams are responsible
for researching and rating the fund managers underlying
Aon Fund Solutions and fiduciary management services.

Our manager research teams do not rate any Aon Fund
Solutions and Aon will not carry out fiduciary manager
selections for clients. This avoids any potential or actual
conflict relating to any such rating or selection.
We are completely open to our advice, approach and
processes being subject to inspection by regulators and
third-party evaluators.
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6.

Conflict in respect of use of manager
research ratings

to our advantage. For example, pricing information
about a competing bid for services.

Our manager research team may change their
rating of a manager which, if disclosed to some
clients before others, could place some clients
at a disadvantage.

Mitigation: If we receive information directly and
without a non-disclosure agreement, then we are
free to use that information. However, if we receive
something indirectly (for example if we are copied
in an email) or we have received information for the
purposes of creating meeting packs, we will not
use the information beyond the specific client and
situation that it is intended for.

Mitigation: We treat all clients fairly. Following
this principle, any change in ratings made by our
manager research teams will be relayed to all
our advisory consultants (to disseminate to their
clients where appropriate) and portfolio managers
simultaneously, and will be held confidentially by
our manager research teams until that time. If an
incident arose where this approach is not possible,
it would be reviewed on a case-by-case basis.
7.

Conflict in respect of client information received
During the course of business we may receive
information from third parties which we could use
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8.

Capacity issues
From time to time, we become aware of investment
opportunities that are constrained by a manager’s
capacity for taking on assets.
Mitigation: In these circumstances, the same
opportunity will be notified to all clients for whom
it is deemed appropriate at the same time and
will be made available on a first come first served

basis. Should a Fiduciary Services client and an
advisory client both be interested in an investment
opportunity with limited capacity, where necessary
the capacity will be shared fairly in accordance with
agreed process.
9.

Performance-related fees
Because of the nature of performance-related
fees, there is a potential for conflict between Aon's
and the client’s best interests if incentives are or
become misaligned.
Mitigation: There are a variety of ways in which we
are remunerated by our clients for the services we
provide. Our clients have the choice to select a
remuneration option that they deem most suited to
them and this may include a performance-based
remuneration structure. All performance-related
fees are clearly set out in a defined formula and
carefully explained to the client in advance, and
then agreed in writing.
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External stewardship conflicts can occur if, for example,
we are asked to advise or support particular voting or
engagement actions. However, whilst we will promote
and encourage actions which we believe will lead
towards change for the good (such as board diversity,
or science-based net-zero targets) making clear our
rationale and reasons, this would never translate into
the expectation that our clients would necessarily
follow suit.
Aon does not typically advise our clients how to vote
at any particular AGM or EGM. The only exception to
this is in the case of investment funds where we do
provide guidance to our invested clients about votes
due to arise, for example, extending the life of a
closed-ended fund.
Where clients do not share our beliefs or disagree with
some aspects of them, we manage that by explaining
our beliefs and giving our rationale. For example, Aon
as a practice will be encouraging investment managers
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towards a net zero position where appropriate. While we
as an organisation plan to promote and encourage this
initiative, this is always presented to a client as a choice
and something to consider. There would be no further
expectation if a client did not share our views.
There are also potential conflicts of interest that might
occur because of the breadth of business and expertise
across Aon. For example, Aon Reinsurance Solutions,
through its Aon Securities Inc. subsidiary (ASI), is one
of the three largest brokers in the reinsurance market.
ASI also acts as a placement agent or “third party
marketer” for alternative capital funds that manage
portfolios of Insurance Linked Securities (ILS) and they
offer consulting services to a variety of reinsurance
market participants. Aon’s investment practice has taken
a number of precautions to ensure that the advice we
provide our clients regarding investing in the ILS space
is not conflicted with any of these activities and that our
clients receive unbiased recommendations.

In general, the regulatory agencies that ASUKL and AIL
operate under require information barriers between the
manager research business of Aon Wealth Solutions and
the brokerage business of ASI. It is not uncommon for
organisations regulated by these entities to have both
manager research and brokerage businesses. These
information barrier regulations are well developed and
tested. The information barriers that separate Aon’s
manager research team from its brokerage business
consist of physical, legal and operating barriers between
the two entities.
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We regularly review our conflicts of interest policy,
most recently in 2021. Our clear approach to handling
conflicts of interest has enabled us to ensure that
client business across the organisation is carried
out effectively.
Case Study: Taking Aon Fund Solutions to Clients
Some trustees believe that there is a potential conflict
of interest when an investment consultant suggests
a fund solution provided by their organisation as a
potential investment. Aon has robust procedures in
place to manage any potential conflicts that may arise
(as outlined above).
Below are two recent examples of clients that
historically did not want to invest in Aon Fund Solutions
because they believed it was a conflict of interest. In
each case, by following our Conflict of Interest Policy
we were able to manage this perceived conflict for the
clients so they could consider whether the Aon Fund
Solution was right for them.
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(a) One example was a client that was looking for a
medium-term holding for funds being deployed into their
illiquid portfolio which would be a better alternative to
holding cash. We looked at a wide range of options in
the market and considered our client’s objectives. After
careful consideration, the client decided that Aon’s
Diversified Liquid Credit Strategy best met their needs
in terms of expected returns, liquidity, a low governance
burden and kept the management costs competitive.
(b) Another example was a client looking for ways
to cut management costs whilst maintaining the
required level of return and good diversification in
their growth portfolio. After a wide market review, the
client determined that Aon’s Diversified Alternatives
Strategy was the most appropriate solution to meet their
needs. This enabled the client to reduce their annual
management fees significantly whilst still maintaining
the required level of return and continuing to benefit
from good diversification within the portfolio. These

benefits were due in turn to Aon’s ability to actively
manage the underlying manager allocations and
leverage scale to negotiate fees in order for the overall
solution to remain cost effective.
The principal conflict, that we make clear to all of our
clients from the outset, is that Aon does earn fees on
the fund solutions that we provide. We understand when
some clients have reservations due to this conflict.
However, in many cases we may believe that investing in
an Aon fund solution is in a client’s best interest. In such
circumstances we engage with the client to discuss
our proposals and give reassurance on a case-by-case
basis, taking into account individual circumstances
and preferences, and comparing any Aon solution
with market alternatives using a number of metrics
e.g., management costs, diversification, governance
requirements, management style etc.

3

Outcome

Outcome
Our clients are well informed about our fund solutions
prior to investing and, when appropriate, understand
why we believe they are the best option for them in
their circumstances. They are also fully aware of how
the alternatives compare across a wide range of areas
in order to make an informed comparison with any
concerns or queries raised and addressed. Our clients
can therefore be confident they are accessing the best
solution for them (whether this is an Aon solution or
otherwise) without worrying about any conflicts not
being managed. Our role as the Investment Consultant
is to provide our clients with the best solution for their
individual circumstances and preferences and where
there is a suitable Aon fund solution that meets a client’s
needs, to exclude that option from a search could be
detrimental to the client.
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Principle 4 Promoting Well-functioning
Markets

4

Principle 4
Promoting Well-functioning Markets

Signatories identify and respond to
market-wide and systemic risks to
promote a well-functioning financial
system.

●

●

Context
As outlined in Principle 1, Aon has a broad range of
investment offerings, advising on £3.18tn of assets
and investing £160bn of assets globally. This scale and
reach mean that our market interface is at many levels,
including, among others:
●

●
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Our capital market assumptions and views influence
the allocation of significant volumes of our clients’
assets towards or away from different asset classes,
with the potential for associated trading costs and
market impact.
Our clients’ liability-driven investment programmes
(which we help to design) can lead to significant
volumes of derivative trades.

●

●

The combined voting and engagement power of
our clients could have a meaningful influence on
corporates.
Our clients’ assets constitute a significant amount of
assets for most of those managers we recommend
investing with.
Inefficient practices or unsustainable cost structures
could cost our combined clients and their beneficiaries
many millions of pounds each year.
We are often invited to contribute to workshops, policy
development, articles, etc. As a significant investment
advisor our opinion is often sought, and widely
respected.

We recognise the important responsibility these
touchpoints of market influence give us, and the
influence we are able to exert on fund managers.
We are continually alert to potential risks, and also
opportunities, where we can exert influence for our
clients’ benefit.
Managing these risks are core to what we do, and by
promoting well-functioning markets we enable ourselves
to further promote our purpose, investment beliefs,
strategy and culture as described in Principle 1.

4

Collaboration
Aon regularly liaises with key organisations such as
the PRI, ICSWG, AMNT, Share Action, Pensions for
Purpose and Accounting for Sustainability etc. All our
collaborations have a view to shape better decisions and
long-term sustainable value creation. We list our key
collaborations in Principle 1 of the Code.
We consider ourselves to be well connected and a
natural partner for regulatory authorities, NGOs,
market and asset class trade associations and other
organisations. Aon values our position, where we
are well placed to promote best in class standards,
maintain the integrity of market behaviours and directly
contribute to well-functioning financial markets.
Aon is keen to work alongside industry participants
and other stakeholders and our role requires us to
ensure our investment beliefs serve asset owners and
asset managers alike. Below we highlight some areas
from across the business, covering different areas to
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show how Aon has used its influence to promote wellfunctioning markets and mitigate market and systemic
risk. Furthermore, in Principle 10 we show a case study
of a collaboration with CISL to produce a framework
for managers to evaluate and report on the systemic
nature-based risks in their portfolios.
Below, we give some highlights of the year. These case
studies illustrate examples of how we have identified
and responded to market-wide and systemic risk, and
the role we have played. Each case study has its part to
play in promoting well-functioning markets.

Market Risk
Case Study: Working to identify market risk.
Topic: Covid-19 global pandemic monitoring.
Why? Aon has a fiduciary duty to keep our clients
informed as to any likely market risk we are able to
identify. The global Covid-19 pandemic continues to
have the potential to cause market risk through market
volatility and illiquidity.
Last year we reported on the release of Aon’s Covid-19
pandemic scenarios. This is work undertaken on behalf
of clients to estimate the likely impact on the value of
scheme assets across five potential Covid-19 scenarios
– from mitigation and rapid recovery to a deep recession
and depression as a consequence of the global
pandemic.
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Apple mobility data has shown a pickup in activity due to
the easing of lockdowns:

Below we outline what we did in 2021 and illustrate
how Aon closely monitored the situation, keeping our
internal teams and clients informed of any progress
and likely impacts.
What we did over 2021: Aon held monthly updates to
share information and insights regarding Covid-19 and
its spread, profiling each variant in terms of regional
exposures, new cases and new deaths. For example,
using a stringency index score maintained by the
University of Oxford Blavatnik School of Government,
Aon kept a track on regional restrictions in place to
mitigate the spread of the disease. We also monitored
market metrics measuring reactions to trajectories as
they developed with the aim of informing clients where
we saw elements of market risk developing.

% Change in Apple Maps
Routing Requests from Drivers

4

Activity

Source: Aon
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How does this help us identify Market-wide risk?
Using metrics such as this alongside more traditional
metrics like the Purchasing Managers Index, we
were able to establish the link between the spread of
infections and the impact on mobility and the overall
health of economies. We were able to use these metrics
to predict the severity of new variants and waves of the
virus on several economies. This was important as a
large-scale slowdown in economic activity would likely
impair growth and result in market volatility.
Outcome
Throughout the majority of 2021, much of the escalation
in cases and deaths did not impact the ongoing
economic and market recovery. However, the arrival of
the Omicron variant had a significant impact on markets.
Leveraging our connections with wider parts of Aon’s
analytics teams we were able to communicate new
projections for cases and deaths in the UK and across
the world related to the spread of Omicron.
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This information was shared in internal sessions and
was also shared with many clients. At the time of
dissemination, the new variant was not fully understood
and we were able to make stakeholders aware of
the greater risk associated with the new variant. For
example, our Fiduciary Services portfolio management
team used this information to justify the use of puts
within client portfolios as we anticipated greater market
volatility, which indeed was the case.

4

Systemic Risk
Systemic risk in financial markets can come in many
forms – it is a risk which works to break down the entire
system rather than the failure of individual parts. As
such, these risks are detrimental to the longer-term
smooth functioning of financial markets. We give several
examples of work we have done ourselves, or through
collaboration, all of which aim to identify or to mitigate
systemic risk, either by adding transparency, advising
or informing.
We illustrate work in 2021 with:
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1.

The use of climate scenarios to help quantify and 		
manage climate change risks to portfolios.

2.

Raising awareness of cyber risk and the threat 		
posed to critical technological platforms.

3.

Collaborating with the Investment Consultants 		
Sustainability Working Group (ICSWG) to increase 		
transparency and ease reporting for the financial 		
community.

4.

Collaborating with the Chartered Institute of
Public Finance and Accountancy (CIPFA), to
develop professional guidance and serve the
wider Local Government Pension Scheme
(LGPS) community.

4

Climate Scenarios and Systemic Risk
Case Study: Developing tools to help clients quantify
the impact of climate change.
Topic: Climate Scenarios and systemic market risk.
Why? Climate change is a global systemic risk
and depending on how the level of global warming
temperatures progress, climate change has the potential
to cause significant physical damage in the world.
This will impact asset values in many ways, directly
and indirectly.
Last year Aon reported the detail behind how we build
our five climate scenarios from ‘No transition’ to ‘Smooth
transition’ to a low carbon economy. In this report, we
build on last year’s, reporting how Aon has developed its
climate scenario work to include the impact of mortality
rates under the five scenarios and quantify the impact
on liabilities, as well as assets.
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How do we help clients identify the potential impact of
climate change into their portfolios? Aon undertakes
climate scenario analysis on behalf of clients and show
the likely impact on investment returns and funding
levels under each of our five climate scenarios. Our
models were built in partnership with CISL and leverage
Aon’s extensive asset allocation and weather modelling
capabilities.
In 2021, Climate change scenarios continued to be
developed and improved, with greater detail on sector
impacts and implied milestones that we would expect
to see under each scenario. This has helped clients
better understand which scenario we are closest to and
discuss the action needed to lower climate risks, while
benefiting from opportunities.

How we create our scenarios - Summary
Scenario Definition
Formulate scenario narratives (set assumptions about policy,
technology, socio-demographic developments, timeframes)
Macroeconomic Modelling
Translate scenario narrative and assumptions into impact
(‘shocks’) on macroeconomic variables (e.g., GDP, interest rates,
inflation) using mixture of econometric/economic models and
historical analysis and expert judgement
Asset Impact Assessment
Calculate the valuation impact of changes in macroeconomic
variables on key asset classes covering more than 250
macroeconomic and investment variables

4

Of note
●

●

We developed our thinking to consider the impact
of climate change on an individual’s life expectancy,
which we expect will vary by scenario and time
horizon. This incorporation of mortality impacts
means the scenarios do not just consider economic
variables, but also reflect the demographic aspect
which is important when considering pension scheme
liabilities.

Outcome
Here we illustrate one example of the changes made to
our different scenarios:
Mortality Rates under our Five Climate Change scenarios:

Our climate scenarios are undertaken for a wide
range of clients and add insights to the evaluation of
a schemes potential asset and liability profile given
various assumptions.

The number of asset classes we model continues to
expand, with higher ESG profile assets being added,
to highlight the distinction from traditional asset
classes. These serve to highlight potential benefits
from incorporating a responsible investment strategy.

Range of mortality rates in 2050
between Base -15% and Base +30%

*Pension Scheme (SAPS S3PMA) mortality
Standardised using European Standard Population 2013
Males aged 50-90

Source: Aon
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Aon gives a description of each scenario showing how
mortality rates are impacted. The outcome is that only
under our ‘Orderly’ and ‘Smooth’ transition scenarios
are mortality rates improved (vs. the base case) on the
current standard improvement model for our chosen
cohort (males aged 50 – 90 years of age). Integrating
the impact on mortality rates into liability profiles allows
a more robust assessment on funding levels.

4

Case Study: Raising client awareness of cyber risk and
how to mitigate.
Topic: Cyber risk assessment and systemic risk.
Why? Aon has identified cyber risk as a growing and
an increasingly important concern and since 2018 has
had a team researching and advising on cyber risk
specifically for UK pension schemes. It continues to
actively work with clients to reduce both the risk of, and
potential impact of, a cyber-attack, whether on their
business, their pension scheme or a third-party provider.
The maintenance of a well-functioning financial market
today, where the custody, flow, instruction and direction
of assets is heavily reliant on information technology
and expertise, is highly dependent on the increased
need for data vigilance and security.
As part of our 2021 Global Pension Risk Survey, we

asked our clients how widespread the issue was and
how well progressed clients were in their efforts to
tackle the threat. Our results showed that there had
been a noticeable increase since our last survey both
in terms of awareness of the topic and actual number
of attacks.
Proportion of Schemes Impacted by Cyber Incident
8%
7%

To help mitigate this significant systemic risk, Aon
offers free cyber risk assessments for any UK pension
scheme (www.aon.com/cyberscorecard) and based
on those assessments have been actively educating
and promoting the need for further action (see Aon’s
document “Cyber threats to corporate pension
schemes”, 2021).

6%
5%
4%

7%

3%
2%

3%

1%
0

2019

2021

Source: Aon Global Pension Risk Survey, 2021
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Given the potential severity and disruption that can
result from cyber risk, UK regulation is due to tighten
with the introduction of the Single Code of Practice,
and pension schemes will need to take a more
proactive stance, actively and systematically protecting
themselves. We found clients are responding ahead of
this new Code, and while we welcomed our finding that
40% of schemes surveyed now have a cyber incident
response plan in place, this proportion remains low.

4

Specifically on investment matters, Aon’s operational
due diligence team undertakes cyber due diligence
on all fund managers before finalising their Buy rating
and including them in our recommended investment
strategies. This assessment, as well as all of the other
cyber advice that we provide to clients, is supported by
Aon’s specialist global cyber business, Stroz Friedberg.
Building on Aon’s cyber scorecard, which helps users
with an initial gap analysis, Aon recommends a ‘Seek,
Shield and Solve’ approach to managing cyber risk.
Because of the very fast and evolving nature of the
threat, Aon recommends its clients revisit their cyber
risk assessment on a frequent basis.
A comprehensive plan of action involves a variety
of actions, depicted below. The most appropriate
actions depend on what has already been done, and
the cyber maturity of the scheme. Two areas worth
highlighting are:
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●

●

We find that one of the most instructive actions is
Aon’s ‘Cyber War Game’ where we run a simulation
of a cyber-attack. This truly engages the participant,
demonstrating the scope of, and potential responses
to attacks. This understanding can then be used to
test incident response plans.
Another highly instructive tool is Aon’s data and asset
maps. Capturing all the places that scheme data and/
or assets are held, and how they move around, is key
to understanding the scope of cyber risk, including
the risk from third parties, and where to prioritise
action.

Actions to Improve a Scheme's Cyber Resillience

Cyber Policy

Seek
Training
Data and
asset maps

Shield
Training
cyber-hygiene
Phishing
exercise
Access
and party
providers

Cyber Business Cycle

Solve
Incident
response plan
Incident
response
support
Cyber
insurance and
Contracts

Review
War Game
Cyber
Scorecard

4

Headline Results for an Individual Client

●

We identified the following strengths:
●

●

●

Information only shared via secure email portal.
Strong protocols around the transfer of data and
assets with a member verification process in place.
Basic data and asset maps showing data and assets
being transferred amongst third party providers.

And the following weaknesses:
●

●

●

●

●

50

Cyber risk not assessed.
Guidelines for Trustees currently not documented
infrequent cyber training.
Currently no plan in place for responding to an
incident, nor access to specialist support.
No formal policy for assessing third party providers or
the in-house administrators.
Potential for deeper assessment of the in-house
administration security measures

Lack of understanding of how insurance
arrangements apply to cyber risk.

We developed an action plan with the client, prioritising
key areas first.
Outcome:
Short term actions agreed:
1.

Insurance: Explore further the extent to which the 		
Scheme is covered by the Company’s policy.

2.

Administration: Discuss with the Trustees how to 		
proceed with formally assessing the cyber security
of the in-house administration system

3.

War Game: Run a war game to better understand 		
existing response processes and how they could
be improved.

4.

Cyber Policy: Revisit overall cyber policy to ensure
it reflects actions currently taken, and identify 			
further gaps that need to be filled.

Longer term actions are considered once initial actions
have been actioned and reviewed.

4

Case Study: Collaborating with ICSWG for better ESG
reporting.
Topic: The need for transparency for the mitigation of
systemic risk.
Why? Aon looks to collaborate widely with the purpose
of bringing to our clients and the investment community
best practice with responsible investment. There is
increasing need for standardisation and transparency
in reporting for ESG. The ICSWG is a collaboration
across investment consultants, all working to enable
the investment community to better work together and
produce more consistent reporting and make reporting
requirements manageable.
What we did over 2021: Aon worked actively with the
ICSWG to build two questionnaires, enabling better
standardisation for the reporting of meaningful, decision
useful data.
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(i) The ICSWG Engagement Reporting Guide (ERG), (UK)

(ii) The ICSWG Diversity & Inclusion DDQ (DE&I): (UK)

The ICSWG ERG is now publicly available on the
ICSWG website. Aon made a significant contribution
to the formulation of this guide. The guide provides
supporting qualitative data needed to help clients form
a view on the level of relevant underlying engagement,
undertaken on their behalf and whether this aligns to
their responsible investment beliefs. Using the data,
Aon will also look to profile a manager’s stewardship
approach and monitor progress towards best practices
in active ownership.

Aon made a significant contribution to the ICSWG DE&I
questionnaire which is now publicly available on their
website, the Diversity Project and other providers. The
questionnaire provides qualitative and quantitative
analysis of a firm across various DE&I metrics. Aon uses
the questionnaire in addition to proprietary analysis
to profile a manager’s DE&I capabilities, both existing
and forward looking. In line with Aon’s key principles
and core beliefs we will then monitor and liaise with
managers to further improve practices and encourage
managers to align to best practices across the industry.

Outcome
Our Engagement Reporting Team now use the guide
extensively, sending it to all our managers where
we assist clients with their Engagement Policy
Implementation Statements.

Outcome
Aon is in the process of integrating DE&I assessments
across all buy rated managers and liaising on a forward
going basis with key partners.

4

(iii) ICSWG (U.S.)
Aon also supported the ICSWG in the U.S. in their
response to the SEC’s call for comments with respect
to climate related disclosures by listed issuers. The
ICSWG-U.S. supported the SEC’s efforts to ensure
that investors have access to consistent, comparable,
and reliable information on financially material risks
and opportunities related to climate change and other
sustainability factors. The ICSWG constructed a list of
principles which we believe should be incorporated into
any resulting listing standards and/or regulatory actions
the SEC may require in the future. These principles
reflect our role as a fiduciary and an advisor on behalf
of our clients.
Outcome
At the time of writing the SEC has not finalised the
requirement for carbon disclosures. However, we
are optimistic, given current indications that this
requirement will be legislated for.
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4

Case Study: Collaborating with the Chartered Institute of
Public Finance and Accountancy (CIPFA).
Topic: The need updated national professional guidance
for the mitigation of systemic risk.
Why? The need for strong guardianship, trust and
transparency is the essence of fiduciary duty now
needed in an increasingly complex, intermediated and
interrelated global financial system. The integrity of
fiduciary duty is central for the smooth functioning
investment markets which ultimately looks to protect
the value of assets and produce long term sustainable
returns to help fund pension payments.
Educating practitioners on matters such as fiduciary
duty and market best practice to secure long term
sustainable value is therefore a key element to Aon’s
own stewardship role, one which Aon takes very
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seriously. We believe that upholding strong governance
is a key part of fiduciary duty and a significant
contributor to the stability of portfolio investments
and smooth functioning markets – protecting them
from malpractice, abuse and market failure. Failure of
any working part within the overall financial system –
including governance – has the potential for further farreaching detrimental impacts and systemic risk.
Aon was therefore keen to work with the CIPFA, to
develop two key areas of professional guidance,
produced to serve the wider Local Government Pension
Scheme (LGPS) community. Globally, CIPFA leads the
way in public finance by standing up for sound public
financial management and good governance and
publishes professional guidance and Codes of Practice
which those local authorities managing the LGPS must
have regard to.

What we did over 2021
●

●

●

The existing CIPFA Code of Practice and Frameworks
for pension committee representatives (i.e., the
decision makers) and senior officers involved in the
management of LGPS funds were out of date, both
in relation to subject matter as well as latest good
practice and legal requirements.
On an unpaid basis, Aon agreed to draft updates
to the Code of Practice and Frameworks (merging
existing guidance into one more user friendly, single
Framework). As part of an interactive consultative
process with the CIPFA Pensions Panel and other
interested parties, Aon was fully responsible for all
drafting of the Code and Framework, which was then
formally approved by CIPFA.
Aon then worked with CIPFA to promote the new
Code and Framework, including speaking at several
national events to ensure users appreciate the new
requirements.

4

●

The Code of Practice is the document which is
required to be followed by all CIPFA professionals in
local authorities (which will cover all Finance Directors
and other key accountancy professionals responsible
for investing LGPS assets). It sets out the minimum
standards expected of those individuals including:

The Framework then provides guidance on how to meet
the requirements of the Code, including setting out:
Which persons within the LGPS management should
			 have appropriate knowledge and skills to manage 		
			 LGPS funds;
○

Key subject matters where those decision makers 		
			 and managers should be competent;

Reiterating MIFID2, fiduciary duty and other legal 		
			 responsibilities.
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Setting out five key principles that are expected 		
to be adopted (including recognising the need for
requisite knowledge and skills to discharge pension
fund duties, having the appropriate resources in
place, having formal and comprehensive objectives,
policies, practices and reporting arrangements
relating to knowledge and skills, and having a 			
signed named individual responsible for ensuring 		
those policies are implemented).

●

○

○

○

●

Expected levels of knowledge and skills required 		
			 in these areas for each “role” within the LGPS 			
			 management structure;
○

Expectations in relation to policies, provision of 		
			 training, reporting and oversight.
○

●

As well as being educational in their own rights, the
new Code and Framework have elevated expectations
in relation to the knowledge and skills of those
involved in managing the LGPS; in particularly
clarifying expectations for those responsible for
decision making (generally the Pensions Committee)
and the Finance Directors of local authorities.

●

Aon’s specialist public sector team brought insight to
CIPFA in relation to the issues and challenges being
faced by LGPS funds, where improvements could be
made (often due to lack of understanding).
The team has also helped LGPS funds deliver of
the principles of the Code and Framework through
delivering collaborative training to LGPS funds. Often
challenges are due to frequent changes in Pension
Committee members (who are elected members and
so continuity can be challenging) and so have been
focused on assisting with areas such as induction
training some of which is run on a national basis.
Ensuring LGPS decision makers and managers
achieve and retain the appropriate level of knowledge
will continue to be challenging for those involved.
However, we and CIFPA believe the new Code and
Framework provide clarity over expectations, and Aon
will continue to work in partnership with LGPS funds
to help them achieve these expectations.

4

Outcome
Aon gave significant input to two areas of professional
guidance, the purpose of which is to ensure the
continued strong governance and competence aligned
to the high standards of fiduciary duty we expect.
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Aligning our Investments and Advice

We Illustrate some of these approaches and solutions below.

We believe that markets do not currently adequately
price-in ESG risks. Encouraging capital towards
managers that explicitly take ESG considerations into
account will, over time, improve the pricing of ESG in
the markets more broadly.

Aon’s Approaches to responsible investment Strategy Implementation

Sustainable and impact investing is one of Aon’s
core ambitions with respect to our investment
recommendations and our recent launch of an impact
investment team demonstrates our commitment here.
In addition to ensuring the integration of ESG risk into
all our recommended strategies, Aon offers clients a
range of carefully researched responsible investment
strategies. Aligned to Aon’s own values, these strategies
focus on optimal client returns with sustainable
investments that have an impact on the
real world.

ESG Ratings – these reflect
our view of manager levels of
ESG Integration at strategy
level

Over 2021, our Aon Factor
Service won three awards
for its continued innovation,
performance and service.

Equity: Established product
set – market innovation
focused on index based and
impact equity

Engagement Programmes:
Monitoring active investment
stewardship behaviours,
taking account of ESG

Our flagship, multi-factor

Fixed Income: Broad based
product development with
heightened impact focus

Manager
assessment, selection
and review

engagement, voting and
collaboration to achieve best
practice.

Aon’s
Factor
Service

equity index strategy, was
launched in partnership
with Scientific Beta and
investment manager Legal
& General Investment
Management, offers a lowcarbon
tilt and exclusions without
compromising diversification,
risk exposure and expected
returns.

Responsible
Investment
Solutions

Liquid Alts: Growing set of
opportunities across the risk
/return spectrum
Real Estate: Housing/Aged
care specialty and diversified
approaches
Infrastructure/Private Equity:
Product innovation with
current energy transition
focus.

Impact
Investment
Team
A new focus initiated in 2021
and launched January 2022.
Aon will continue to build our
impact investing solutions
across asset classes,
bringing to clients, solutions
designed to tackle specific
environmental and social
challenges.
Aon offers a global equity
impact fund and in 2021
launched sustainable multiasset credit fund. a global
equity climate transition
fund addressing climate and
SDG themes and we set a
precedent for incorporating
ESG into the private debt
market.

ESG-integrated
delegated
solutions
Access to pooled funds that
incorporate ESG factors into
their investment processes.

4

Outcome

“

“Investing in Aon’s Global Impact Fund was the
right decision for us. The combination of best-inclass managers and its focus on driving positive
environmental and societal change gave us the
confidence that this solution would meet both our
financial and sustainability goals.”
Pension Trustee Chair

“

“Members increasingly want their investments to
work harder to tackle the climate challenge. Our net
zero commitment will align our investment goals
with those of our clients by investing members'
capital for the good of the planet”
Joanna Sharples, CIO, Aon DC Solutions
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Outcome
Through the case studies above, we illustrate the many
ways Aon can work to help inform and advise clients,
shaping better decisions. These case studies are all
outcomes over 2021 where Aon has been proactive in
identifying potential sources of market and systemic
risk. Aon has a strong role to play here and opportunities
to mitigate risk present themselves across our business.
Aon is very good at coordinating teams, working
together as one firm in order to navigate new forms of
volatility, rethink access to capital, and maintain market
integrity.

Divider Page
Text
Principles
Here 5-12
Sub Heading
Investment
Approach
Text Here

Principles 5-12
Investment Approach

Aon has reported on Service Provider Principles 1-4
as ASUKL (Advisory business) demonstrating how our
Advisory business organises its business, teams, oversight
functions and activities with stewardship foremost in mind.
Much of this approach will apply also to AIL (Fiduciary
business) because our global responsible investment
approach, beliefs and values are shared as a global firm.
Principle 5 for Service Providers refers to how Advisory
support our client’s stewardship in general. We respond to
this principle, by reporting in Principle 6 and onwards, from
our fiduciary point of view. They, in themselves, illustrate
how ASUKL supports client stewardship.
Reporting in this way eases our reader’s burden of
duplicating responses to the principles for both sides
of our business – Advisory and Fiduciary.
(Principles 5 and 6 does refer to both our Advisory
and Fiduciary businesses and we draw out distinctions
where necessary.)
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Principle 5 Review and Assurance

5

Principle 5
Review and Assurance

Signatories review their policies,
assure their processes and assess the
effectiveness of their activities.
Context
As set out under Principle 2, our governance structures
ensure effective senior oversight, locally and globally,
over all our activities - including aspects of stewardship
and responsible investment. Furthermore, we have
regulatory and legislative obligations for review and
assurance. In addition, our client and their advisors (e.g.
lawyers) also review, assure and assess our policies,
processes and practices from different perspectives.
This leads to a continuous process of checking and
improvement. We list examples below of some standard
processes which permeate across our business.
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Activity
Annually we participate in the Greenwich Associates
Trust Survey, a survey undertaken across investors,
seeking to promote trust within the industry and wellfunctioning markets. In the most recent 2021 Greenwich
U.K. Institutional Investor Survey, the survey found
Aon to be strong in terms of client satisfaction, brand
trustworthiness and a leader in terms of fiduciary
management.
Overall assurance of compliance with processes
Aon’s regulated entities have regulatory and legislative
obligations which are established and enforced by
relevant regulatory authorities. Consequently, all entities
must establish, implement and maintain a systems and
controls framework sufficient to meet these obligations.
It is the responsibility of the Compliance Assurance
Team to provide assurance to the senior management
of Aon UK on the operation of the systems and controls
frameworks the entities have in place to ensure that

they consistently meet their obligations and deliver
good customer outcomes. To this end, the Compliance
Assurance Team carries out a risk-based programme of
reviews to provide feedback on where the local systems
and controls may need strengthening but also to confirm
where they are operating sufficiently.
Aon UK also has a monitoring programme which focuses
solely on its Wealth related business. The programme
is executed annually and includes activities that focus
on and address key regulatory risks. The programme
measures the business against the FCA’s regulatory
Principles for the conduct of business which aligns to
the view that the Principles are the foundations of good
conduct and should be used as a way of overseeing and
assessing whether a firm’s conduct remains appropriate.
The business effectiveness against each Principle is
measured on a half yearly basis as a combination of
weighted outcomes from a series of monitoring topics
and activities.
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By weighting topics and reporting on the outcomes,
the programme produces a dashboard of management
information to the leadership team which diagrammatically
identifies any areas of weakness and under scrutiny can
evidence where issues have arisen to assist decision making
on improvements where needed. The programme is reviewed
and re-calibrated with the leadership team annually building
on the previous year's experiences, revised risk appetite, and
compliance monitoring outcomes. The method also allows
flexibility for the leadership team to direct compliance where
risk appetite determines an enhanced focus.
Policy Review
All policies are ‘owned’ by a named group within Aon —
for example our Conflicts of Interest policy is owned by a
Conflicts Group, and our responsible investment policy is
owned by our Responsible Investment Committee.
Each group is responsible for maintaining and updating
the policy to ensure that it remains ‘current’. For example,
our Conflicts of Interest policy and Responsible Investment
policy were updated in 2021 and 2020 respectively.
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Manager due diligence
Aon’s Operational Risk Solutions and Analytics (ORSA) Team
is a stand-alone function independent of Aon’s investment
teams. Since 2015, all newly buy-rated (recommended)
strategies in any asset class have been through a
segregated operational due diligence (ODD) review
conducted by the ORSA team. This approach supports Aon’s
belief that comprehensive operational due diligence prior
to investment is one of the most important processes that
can be implemented from a risk recognition and mitigation
standpoint; Aon has made a direct commitment to focus
resources here. We believe this approach is industry-leading
and a commitment that many of our competitors have
not made. We institute ORSA’s standard pre-investment
operational due diligence coverage across our advisory and
fiduciary platforms and across managers of both traditional
and alternative investment strategies.
In January 2021, in an attempt to bolster its ODD efforts and
shift what has traditionally been a qualitative approach to
include analytical insights, ORSA formed a partnership with

eVestment, one of the world’s largest providers of financial
information, to further scale Aon’s Operational Risk IQ
platform. The platform brings efficiencies and enables ODD
benchmarking and manager comparisons across a variety of
operational factors. During the global pandemic, with nearly
all diligence being conducted remotely, it became apparent
that access to quality ODD data was critical. The platform
provides Aon and its clients with the ability to profile
approximately 175 potential operational risks within an
investment manager’s business through ODD IQ reporting.
Results of these reports help the ORSA Team to monitor
managers periodically and also prioritise managers for full
re-underwriting.
We believe that our ability to create consistent bottom-up
risk-specific reporting across our manager platform is unique
among our competitors. In addition to its ODD IQ reporting,
the ORSA Team routinely receives and reviews news items
associated with specific managers in regard to changes or
limitations in a manager’s operating environment.

5

Fiduciary Controls
External and internal audits of our fiduciary management
business:
Our process controls for our fiduciary fund management
are audited annually by Deloitte and their SOC1 reports
are available on request. In addition, there are separate
oversight committees including an Executive Committee,
Risk and Compliance Committee and the Board together
with an Operational Risk Committee and Investment
Risk Committee (both of which report into the Risk and
Compliance Committee). Fiduciary fund management
is also overseen by Aon’s Internal Audit department and
Compliance function.
Approach to Responsible Investment for Fiduciary Services
and delegated portfolios
Our Fiduciary Services portfolio management process
aims to integrate ESG risk factors and opportunities into
our delegated portfolios using various methods, including
asset class fund construction (by utilising our manager
research ESG ratings), strategic asset allocation, portfolio
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construction and our Net Zero commitment (all detailed
further in Principle 7 of the Code).
Recognising that a structured framework for ESG
integration and engaging with underlying managers on
ESG risks / opportunities will helps our fiduciary services
to be at the forefront of incoming regulations, AIL took the
following actions in 2021:
○

○

○

○

○

Produce a formalised ESG integration framework 		
to ensure ESG risks / opportunities are monitored 		
effectively.
Our Delegated Portfolio Committee approved a 			
minimum ESG rating threshold for portfolio inclusion.
Increase the level of manager engagement with 		
respect to ESG integration and stewardship 				
undertaken within underlying strategies.
Increase ESG specific engagements within underlying
delegated managers for our fiduciary services.
Improve our transparency through the production of 		
an AIL annual stewardship report.

We articulate our approach to clients in a document
called our “Approach to Responsible Investment” which
is currently in process of being updated to reflect our
latest developments (outlined in Principle 7 of the code).
Our approach is reviewed on an ongoing basis ensuring
our processes remain in line with industry developments
and best practice guidance; aligning to the Principles
for Responsible Investment (PRI) framework, the UK
Stewardship Code 2020 and the latest regulations issued
by the Department for Work and Pensions. Our approach
ensures our portfolios and underlying managers take
account of financially material ESG risks and opportunities
and provide everything necessary for AIL and our clients to
comply with regulatory obligations.
Review and assurance of approach amendments
When a new piece of legislation or ideas for process
improvements is presented, we identify areas of our
approach that may need to change. When any policy
changes are made, our ‘Approach to Responsible
Investment’ document is updated accordingly, and shared
with our clients and relevant colleagues, who are educated
on the new process.

5

Outcome

Our internal controls for these updates are as follows
○

○

○

○
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ESG specialists within the fiduciary management 		
team, with incentives tied to ESG integration, are 		
responsible for determining any new course of action.
These team members work with colleagues in the 		
Responsible Investment and Manager Research teams
to ensure process changes are aligned with industry 		
best practice and meet all regulatory obligations.

Underlying fund exposures
In Principle 7 of the Code, we describe the rigorous
process all our recommended funds go through in terms
of a formal voting process and ongoing monitoring and
review. Our funds are also subject to the operational due
diligence analysis and checks described above by our
ORSA team.
Outcome

The team members carry out a formal responsible 		
investment framework review process on an annual 		
basis, where they seek and act upon feedback from 		
the wider business and third-party evaluators.

Our operational and business environments are always
evolving, so review and assurance is a continuous process.
Below are some examples of outcomes related to our
review processes and responsible investment:

Once prospective changes have been agreed by the
ESG specialists, key stakeholders from the fiduciary
management business are consulted, with ultimate 		
decisions being taken by Aon’s Delegated Portfolio
Committee, formed of experienced investment
professionals from across our fiduciary business,
Manager Research and Asset Allocation teams.

1. Responsible investment governance structure
Why?
In the world of responsible investment, pressing issues
emerge rapidly and must be recognised in our policies. We
need to ensure that local groups including senior decisionmakers are responsible for formulating and overseeing our
response to those issues.

Recognition of this resulted in:
●

●

●

Strengthening of local responsible investment 			
committees.
Reporting up through the Global Investment 				
Committee structure to ensure consistency.
Including senior decision-makers to accelerate 		
decision-making powers.

2. Implementation policies to supplement our overarching
global responsible investment policy
Why?
Having updated our global responsible investment
policy the previous year, we recognised the need in
2021 to augment the global policy with regional
implementation policies.
●

Our Responsible investment committees therefore 		
reached agreement. This will be a focus over 2022.
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Principle 6
Client and Beneficiary
Needs
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Principle 6
Client and Beneficiary Needs

Signatories take account of client and
beneficiary needs and communicate the
activities and outcomes of their stewardship
and investment to them.

UK AUM – Advisory Clients
2021

UK AUM – Fiduciary Clients

Defined Benefit

Full Delegation

Partial Delegation

£mn

£mn

Fund Asset Size

Fund Size Range

Greater than £1 billion			 50

> £1bn

£1,055mn

£4,314mn

Context

£1 billion - £500 million			 35

£1bn - £500mn

£1,249mn

£1,300mn

Our client base is predominantly long-term investors,
more specifically pension funds. The following tables
show a breakdown of the size and type of our advisory
and fiduciary management clients.

£500 million - £100 million			 81

£500mn - £250mn

£2,490mn

£2,000mn

£100 million - £50 million			 33

£250mn - £100mn

£3,668mn

£886mn

Less than £50 million			 56

£100mn - £50mn

£1,148mn

£820mn

Total			255

< £50mn

£1,007mn

£812mn

Source: Aon as at 31 December 2021

Total

£10,617mn

£10,132mn

Source: Aon as at 31 December 2021
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6

Activity
Understanding Client Needs
Seeking our clients’ views is an essential part of our
consulting process where we look to discover and
develop our client’s views as we guide them in the
advice we give. Both our Advisory and Fiduciary
consulting processes will seek client views in order to
provide those frameworks and solutions best suited to
client objectives. We do this in a variety of ways and the
work is primarily led by our senior client consultants.
We illustrate below how we seek client views and in
these case studies we integrate the outcomes of these
consultations.
1. Aon’s ViewPoints Survey
Aon uses an online survey tool followed by an interactive
beliefs session to explore the views and preferences
of trustees and other key stakeholders. This helps to
further develop their preferred investment strategy.
We call this our ‘Discover, Develop, Deliver and Review’
consulting framework.
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The ‘Discover’ phase directly seeks to improve our
Understanding of our Client’s Needs. Examples of when we
would use this tool include:

through a responsible investment questionnaire, where
a group of participating trustees are asked individually
to explore their own beliefs and values.

●

As a tool for getting to know a new client.

●

Following changes / turnover within a trustee board.

The responsible Investment Module of ViewPoints broadly
covers four areas

If there is a lack of direction and agreement on 			
objectives amongst a trustee board.

1. Trustees’ need for further information and
understanding of the current approach.

If there have been changes to scheme 					
circumstances e.g., closure to accrual.

2. Trustees’ responsible investment beliefs, values and
motivations.

●

To facilitate engagement with the sponsor.

●

As part of a client promise exercise.

3. The extent to which Trustees believe markets already
price in ESG risk.

●

●

This phase of our consulting framework is followed by
Develop, Deliver and Review. We communicate our views
to clients at each stage. The Review phase in particular
allows for robust feedback on the performance and
efficacy of the chosen approach.
We have a version of the tool specifically for responsible
investment. This helps clients to define and understand
how they should approach responsible investment

4. The potential implementation of different solutions.
Following the survey, we share significant results and
any notable divergence of views with the trustee group.
We outline for discussion areas of specific disagreement
and any need for additional training or clarification. We
look to reach a broad consensus across the trustees on
their collective responsible investment beliefs so that the
scheme can incorporate these within their responsible
investment policies and progress their approach.

6

Outcome
Outcomes across pension schemes vary widely and
ViewPoints provides Aon with valuable insight when we
are considering how to develop and customise solutions
to best serve client needs.
Over 2021, as Pension Scheme regulation on climate
risk management broadened, we needed to expand
the survey questions to allow stakeholders to explore
more specific climate-related beliefs. We also began
using a new interactive Q&A polling platform which we
have found works well for bespoke, smaller targeted
surveys that have boosted engagement from decision
makers to help guide them towards making more
informed decisions.
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2. Surveying our Client’s Opinions over 2021
Aon frequently undertakes surveys to understand more
about our client’s needs and opinions. In this way we can
invite views, anonymised if preferable, to better reflect
on client needs and the guidance we can offer.
We describe two of these below.
Case Study: Global Responsible Investment Survey 2021
Topic: Aon continues to develop global perspectives
and trends around responsible investment, focusing
on the far-reaching impact of the Covid-19 pandemic,
regulatory changes, climate change as well as current
and emerging requirements of institutional investors.
Why? This is the third year that Aon ran its flagship
Global Responsible Investment Survey surveying
over 200 asset owners (AOs) worldwide. These AOs
span across a wide range of geographies and investor
types. Aon’s proprietary research provides a powerful
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foundation from which to advance and promote
its expertise and thought leadership aligned to
client needs.
The market-leading report is a collaboration between
colleagues in the UK and the U.S. It enables Aon to not
only demonstrate its global commitment to clients and
the industry (with some preliminary insights used at
conferences like PLSA and COP26), but also explore
the pace of change since the last survey and create
opportunities to engage with asset owners around
stewardship, investments and governance.
To make insights more actionable, a three-part thematic
approach was adopted in 2021: i) identifying the beliefs,
policies and practices of AOs; ii) establishing how these
beliefs translated to the commitments they are making
and the impact they seek to achieve; and finally iii)
exploring their predictions, priorities and plans.

The research finds that climate change is a top
investment concern for 61% of asset owners in the
UK, followed by socioeconomic inequality (27%),
biodiversity loss (26%) and cyber risks (25%). These
priorities are largely reflected in the global results
(summarised below) although biodiversity loss is a lesser
concern in regions such as the US. With respect to
climate change, nearly one in six say they have already
aligned their investment portfolios to be net zero by
2050, and a further 42% intend to do so in future.

6

Key Findings
The findings reflect Aon’s own experience with clients
and help align the work we do to define client needs.
We illustrate in Principle 4 some of the work Aon has
done around the Covid-19 pandemic, climate change
and cyber risk. In Principle 10, we illustrate a key
collaboration with CISL on an important piece of work
with respect to the nature loss.
The survey also probes into predictions, priorities and
plans. Regulation and the need for wider consensus
around data and definitions from the industry are
driving actions.
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56%

say ESG investing
will soon become
the norm

61% Climate Change
27% Socioeconomic
		
Inequality
25% Cyber Risk

are seen as top investment
concerns globally

Over 33%

have personnel
dedicated 		
to responsible
investment

80%

55%

Believe responsible 			
investments will lead to
better risk adjusted returns

engagement with responsible investing through
ESG integration has doubled since 2019 (41%)

1 in 4

is responding proactively in
anticipation of regulation

1 in 6

have committed to aligning
portfolios to net zero
A further 42% intend to align
their investment portfolios to
net zero before 2050

47%

want to see more consistent
data on ESG factors

66%

have some of their 		
portfolio allocated 		
to responsible
investments, with 		
many more
intending to 			
increase future
allocation

69%

most respondents
with exposure to
responsible
investments are
either satisfied or
very satisfied with
their returns to date
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Regulation Continues to be a Catalyst for Change
By Year
100%

By geographic Region
12%

27%

3%

17%

80%

6%
60%

40%

20%

0

18%

21%

26%
3%

8%

14%
25%

11%

25%
11%

15%

28%
31%

18%

31%

2019
(n131)

44%

46%

43%

35%

15%

13%
35%
20%

2021
(n271)

Europe
(n35)

UK
(n155)

US
(n55)

Rest of the world
(n26)

Investors seek wider consensus around data and definitions from the industry
Percentages may not total 100 due to rounding
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We are implementing RI strategies
to align with regulations in our
jurisdiction on climate change,
ESG or other RI issues
We anticipate that the regulator in
our jurisdiction wilkl be anacting
regulations in the future, so we are
proactively implementing strategies
in anticipation
We are waiting to see what
regulations may be enacted before
we move forward with implementing
RI strategies
Regulations in our jurisdiction are
not currently compatible with RI
strategies and we have avoided
implementation as a result

Other
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Regulation continues to be a Catalyst for Change
Global

By geographic Region

50%

Better or more consistent
data on ESG factors

Outcome

Industry agreement on
terms and definitions

We share our findings widely and with clients.
Supporting the conversation with insights into market
trends, investor challenges and opportunities has helped
clients place responsible investment and engagement
back on the agenda to prioritise action
in this increasingly complex area.

Agreement on the
materiality of key ESG
factors

40%

Compelling research on
return profiles
More products in areas
that we find compelling

30%

More passive / index / low
cost investment options
Clear product ratings or
descriptions
Greater transparency of
costs and fees

20%

Agreement on shared or
highest values

10%

0

2021
(n271)

Europe
(n35)

Percentages may not total 100 due to rounding
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UK
(n155)

US
(n55)

Rest of the world
(n26)

The report is a helpful tool facilitating dialogue between
Aon and its clients. Insights from asset owners have fed
into Aon’s products and services, such as the Global
Impact Fund, Sustainable Multi-Asset Credit Fund and
broader climate advisory offerings, like support around
TCFD preparation and reporting. This ensures Aon’s
frameworks and solutions remain market-leading
and innovative.
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Case Study: We surveyed clients to understand how
investors intend to pursue Diversity, Equity and Inclusion
(DE&I).
Topic: Aon’s Institutional Investor Survey for 2021
for DE&I
Why? Aon looked to identify what is working well and
what work remains to be done to make investing in
women and minority owned or managed investment
funds easier.
Our report examines the potential challenges associated
with diverse investing initiatives, as well as the following
topics:
●

●
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Reasons why investors pursue diverse investing 			
initiatives.
Current trends in institutional investor diversity 			
policies/programs.

●

●

●

Potential components of diverse investment programs.
How diversity is defined and the pros and cons
of those definitions.
The ongoing impediments to launching diverse 			
manager programs.

While 42% of our survey respondents stated that
the events of 2020 had not changed their thinking
or approach to diverse asset manager investing, the
majority (58%) reported that the events of last year did
make them more attuned to issues around diversity and
inclusion in their portfolios.
The survey also highlighted that there are a variety of
material reasons why they chose to introduce diverse
manager initiatives and similarly, a variety of ways they
define and monitor diversity.

Respondents felt that the three main ways that diverse
investing initiatives could be made easier were a)
compelling research on return profiles – how will
they affect beneficiaries (52%); b) agreement and
understanding of terms and definitions (38%) and c)
more diverse investing options (36%).
This is an area that we believe will continue to grow in
prominence as our asset owner clients increasingly look
to align to stakeholder values and contribute to positive
outcomes.

6

Reasons to Pursue Diverse Investing Initiatives

Informal Diversity Initiatives
71%

We utliise hiring practices that
promote diversity within our
organisation

71%

29%

21%

20%

We partner with organisations,
including Historically Black Colleges
and Universsities (HBCU's) and
women's organisations, to promote
investing as a career

38%

We offer internships to diverse
individuals

We do not currently have a
diverse manager programme

We believe that cognitive and
behavoural diversity will lead to
excess returns

Differentiated returns generated
by diverse behaviour and/or
deal flow

32%

We encourage our portfolio managers
to actively promote diversity in the
investment industry

34%

We attend/speak at diverse manager
events and conferences

13%
Social justice concerns

74

10%
The constituents we serve have
requested diverse manager
investing options

18%

2%

Other

State mandate

Source: Aon Diverse Investment Initiatives, 2021
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What would make Diverse Investing easier for us
60%

52%

50%

40%

38%

36%

30%

26%
20%

19%

10%

0

Agreement and More diverse
understanding investing
of terms and
options
definitions

Compelling
research
on return
profiles how will they
affect our
beneficiaries

Source: Aon Diverse Investment Initiatives, 2021
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Agreement
from
beneficiaries
or other
constituents
that diverse
manager

Regulatory
changes

11%

11%

Pooled
vehicles to
increase
allocation
amounts

Additional
staff

10%
Other
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Case Study: Finding out what concerns our clients the
most about their pension scheme’s risk.
Topic: Aon’s Global Pension Risk Survey 2021
Why? We survey our clients every other year to gauge
how clients are progressing along their de-risking plan
and how clients are positioned as regards other areas
of investment risk. The breadth of investment related
risks which need managing is increasing and our survey
investigated how far clients had progressed to mitigate
ESG risk. Aon encourages clients to address ESG risk
exposures in a variety of different ways.
In our most recent survey, we found that while many
clients have progressed, there is still work to do.
Specifically in the area of Stewardship, whilst 41%
of respondents said that they already monitor voting
rights, over a third say they are either unlikely or only
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‘somewhat likely’ to make this initial step towards
responsible ownership. We know that some respondents
have justification for such a position – for example a
highly de-risked plan, heading rapidly towards full buyout – but there may be others in those categories that
have just not yet found time to address this issue. We
will continue to work with all our clients to explain the
importance of stewardship and encourage them to
adopt a robust approach in this area.
On the right we illustrate some key findings of the survey
with respect to ESG aspects.

How do you expect your ESG policy to develop in
the next 12-24 months
Already implemented

Very likely to implement

Somewhat likely to implement

Unlikely to implement

Monitor
voting
rights

41%

Review
climate
related
risks

25%

Set
metrics
and
targets

12%

Invest
for social /
environmental
impact

8% 16%
0

23%

38%

26%

26%

33%
20%

22%

14%

21%

16%

36%

43%
40%

60%

80%

100%

6

Outcome

How we Communicate with Clients...
In Principle 1 of the Code, we describe the many ways
we communicate with clients generally, educating and
exchanging, thought leadership papers, webinars, blogs,
news items, speaker events as well as open access to
our network events. This document will also be shared
as part of that communication process. Aon is keen
to invite dialogue and an exchange of views with our
clients.
Aon’s thought leadership is brought to clients by our
Fiduciary services team, and we ensure clients are kept
abreast of our latest thinking and news. We also have
more formal channels of communication, detailed below.
●
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Communicating our approach
We articulate our approach to clients in a document 		
called our “Approach to Responsible Investment” 		
described in our response to Principle 5 above.

●

●

Client reporting
We can report on ESG using the Aon ESG Dashboard
and described in Principle 2 of the Code and individual
customised ESG client reports.
Collective reporting
Our fiduciary business has produced an annual
stewardship report to communicate outcomes of
our approach to responsible investment.

Outcome
Aon works hard to understand our clients and has
market leading expertise and solutions, tailored to
their needs and values. Our strong belief is that a
better understanding of a client’s position leads to
better client outcomes and client satisfaction.
From the investment surveys we run it has been clear to
us that managing climate change and decarbonisation
is a key concern of clients. In response, Aon made

a pledge in 2020 to achieve operational net zero by
2030. In 2021, our UK fiduciary business committed to
achieving net zero in fully delegated client portfolios by
2050, with a 50% reduction in emissions by 2030. This
commitment is driven by our recognition of the needs of
our clients, who are increasingly looking to align their
businesses and investment portfolios to net zero. In its
implementation, our commitment will be aligned with
the science on climate change in order to mitigate the
impact of global warming on our clients’ portfolios whilst
continuing to focus on the risk and return objectives
they have set us.
In Principle 7 we elaborate on our fiduciary plans
for integrating our net zero commitment into our
investment framework.

7

Principle 7
Stewardship, Investment
and ESG Integration
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Principle 7
Stewardship, Investment and
ESG Integration

Signatories systematically integrate
stewardship and investment, including
material environmental, social and
governance issues, and climate change, to
fulfil their responsibilities.
Context
Aon Investment Limited (AIL) incorporates ESG
considerations into delegated portfolios through
a combination of bottom-up and top-down processes.
ESG integration is fundamental to sustainable
value creation in the longer term and we describe
our processes to integrate ESG risk into our
portfolios below.

ESG integration is practiced at each stage of our
fiduciary approach, including strategic asset allocation,
portfolio construction and fund construction.
In the following pages we describe six elements of the
process:
1. Assessing ESG integration in the underlying 			
managers.
2. Monitoring the ESG integration in the
underlying managers.
3. Stewardship of the underlying managers.
4. Integrating ESG into portfolio construction.
5. Creating innovative strategies with a strong
ESG focus.
6. ‘Top Down’ ESG considerations.
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1. Assessing ESG Integration in the Underlying Managers
Our starting point for portfolio construction is ESG
integration in the underlying managers. This is based
on the expectation that environmental, social and
governance factors impact the return and risk profile
of an investment, therefore our aim is to ensure all
ESG risks and opportunities are considered in
investment processes as robustly as other more
traditional financial factors.
Assessment is based on the ESG ratings assigned to
strategies by Aon’s investment manager research team
(IMR). The ratings process assesses the integration of
financially material ESG risk factors into the investment
decision-making process. It also assesses active
ownership practices.
In Principle 1 and 5, we describe in more detail our
manager review and assurance processes undertaken

prior to the recommendation of a ‘Buy’ rating on a
strategy. Careful consideration of a strategy’s level of
ESG integration is integral to our overall investment
recommendations and monitoring and we will not invest
in a strategy which is not well underway towards an ESG
rating of at least ‘Integrated’.
Our Fiduciary business has made significant progress in
developing our ESG integration approach and screening
out funds with too low an ESG rating. If the ESG rating
of a fund falls below integrated, the Fiduciary services
team will engage with the manager over a twelve-month
period. If, after this period improvement has
not led to a rating of Integrated, we will divest from
the strategy. Equally our advisory clients can use
the ESG rating of their invested funds to understand
levels of ESG integration and differentiate across
managers accordingly.

Aon’s ESG Product Rating: High Level Definitions
Rating
Advanced

The fund management team demonstrates an advanced
awareness of potential ESG risks in the investment
strategy. The fund management team can demonstrate
advanced processes to identify, evaluate and potentially
mitigate these risks across the entire portfolio.

Integrated

The fund management team
has taken appropriate steps to
identify, evaluate and mitigate
potential financially material ESG
risks within the portfolio.

Limited

Not 			
Applicable
Source: Aon
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Description

The fund management team
has taken limited steps to
address ESG considerations in
the portfolio.

ESG risks and considerations are not
applicable to this strategy, for example,
on the grounds of materiality or asset
class relevance.

7

Overall Aon’s ESG Ratings

5% 			 73% 			 17% 			
Limited

Integrated

Advanced

It is important to emphasise that these charts show the
breakdown of ESG ratings for our Buy-rated strategies
and represent the full range Fiduciary Services has to
select from. These are the strategies that we feel exhibit
strong investment research and processes – therefore
it is unsurprising that most of the strategies also exhibit
strong ESG integration.
As explained below in the ‘outcome’ section, where
strategies were regarded as ‘limited’ in their approach to
ESG, we have engaged with those managers to improve
their capabilities and approach.
Furthermore, over time our expectations on managers
in this area will become more stringent which may lead
some strategies that are currently rated ‘integrated’
falling into the ‘limited’ category – and at that point we
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will engage with those managers to explain the reasons
for our changed view and encourage them to improve
their ESG approach accordingly.
prior to the recommendation of a ‘Buy’ rating on a
strategy. Careful consideration of a strategy’s level of
ESG integration is integral to our overall investment
recommendations and monitoring and we will not invest
in a strategy which is not well underway towards an ESG
rating of at least ‘Integrated’.
Our Fiduciary business has made significant progress in
developing our ESG integration approach and screening
out funds with too low an ESG rating. If the ESG rating
of a fund falls below integrated, the Fiduciary services
team will engage with the manager over a twelve-month
period. If, after this period improvement has
not led to a rating of Integrated, we will divest from
the strategy. Equally our advisory clients can use the
ESG rating of their invested funds to understand
levels of ESG integration and differentiate across
managers accordingly.

Aon ESG ratings across asset classes
0

20%

40%

Limited

60%

80%

100%

Equities
Fixed Income
Multi Asset/DGF/
TTAA
Hedge Fund

Integrated

Commodities
Real Estate
Private Equity

Advanced

Source: Aon, December 2021
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2. Monitoring the ESG integration in the underlying
managers
Monitoring of our strategies is undertaken by our
global manager research team and our engagement
programme (described in Principle 8).
The key tools we use to track and evaluate whether our
managers are delivering the ESG integration that they
claim, are:
●

Annual ESG ratings review.

●

Annual ESG deep dive meetings.

●

●

●

●
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ESG as part of ongoing dialogue and the manager 		
research team’s quarterly review process.

3. Stewardship of the underlying managers
A key aspect of our role as fiduciaries is the stewardship
of the underlying managers. We consider active
ownership – engagement and voting – to be a key part
of the overall integration of ESG factors into portfolio
management.
Voting
We will always vote on issues that are raised at the Fund
level (e.g. whether to extend the life of a closed-ended
Fund). These voting decisions are made by the relevant
responsible researchers in IMR anc communicated to
the portfolio managers for implementation.

Annual ESG due diligence questionnaires

Engagement

Collection and review of the managers’ voting and 			
engagement data.

Our role as a fund-of-funds investment manager means
we are one step removed from the companies our clients
have exposure to. As such, the key purpose of our
engagements is to:

Carbon footprint assessment.

●

●

Improve the standard of ESG integration and active 		
ownership across our managers.
Engage on key themes deemed important to 				
investment outcomes or to our clients.

Manager engagement primarily happens in two ways:
through the business-as-usual IMR process; and through
Aon’s Engagement Programme (described in Principle 8).
As part of the BAU IMR process, ESG matters are
frequently discussed. They are part of the ongoing
dialogue between IMR and managers for strategies
that are buy rated or have potential to be buy rated,
and where ESG risks are viewed as material. As such,
opportunities for improvement on ESG are naturally
identified as part of the BAU IMR process. When this
occurs IMR will conduct engagement activity with the
manager as required to effect the desired change.
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In addition, where AIL's portfolio managers identify an
issue that is not best addressed through the BAU IMR
process or the EP they may engage directly with the
investment manager. This tends to be on issues specific
to the Fiduciary Services or delegated investors.
Furthermore, as described in Principle 11, we may
escalate engagements where we feel that the manager
is not responding openly or adequately with our
concerns. Ultimately, AIL reserve the right to remove
a manager from our delegated fund solutions if we
feel that their approach is exposing our clients to
unrecognised and un-managed ESG risks.
4. Integrating ESG into portfolio construction.
Following this, portfolios are constructed in line with
AIL’s ESG integration framework. Over 2021, Aon’s
manager research team built on the ESG framework
which the Fiduciary service uses in the following way:
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a) to extend across all asset classes, and
b) to formalise the focus on ESG integration per se, 		
as the underlying basis for the rating.
For each asset class, specific sub factors pertinent to
the asset class are considered. A summary of our ESG
ratings framework can be found here.
Within our Fiduciary business, the lead portfolio
manager (PM) (supported by assistant PMs) for each
of our delegated portfolios has overall responsibility
for integrating ESG considerations into the investment
decisions for their funds, in line with AIL’s ESG
integration framework. This includes the exclusion of
underlying asset managers that are not integrating
ESG into portfolios and being key stakeholders in
engagement activity with underlying managers. The
Delegated Portfolio Committee has oversight of this.
The portfolio specialists (PS) support the monitoring
of and engagement with managers and have overall

responsibility for reporting this to clients. In addition,
three members across the PM and PS teams have
responsibility for setting, evolving and overseeing the
approach to responsible investment within Fiduciary
services. This is incorporated into their performance
review objectives. This ensures that we conduct the
appropriate monitoring and engagement activities for
all relevant funds.
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5. Creating innovative strategies with a strong ESG focus
In addition to this, we develop innovative strategies
that have an explicit sustainability or impact focus.
We proactively look to use these strategies within our
portfolios where we can do so without compromising on
risk and return outcomes.
Current sustainability focussed strategies include:
Equities
● Global impact strategy – Objective of outperforming the
MSCI World Index while positively impacting society and
environment. The fund has a low carbon tilt and range of
exclusions on sectors widely considered controversial.
Because of the unique investment approach (factor
exposure used to generate alpha rather than traditional
bottom-up stock selection) these screens can be applied
without compromising the investment characteristics of
the fund.
●
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Global multi factor equity strategy – Objective of
outperforming MSCI All Country World Index. 				
The index has a low carbon overlay and excludes 			
investments in several controversial sectors.

Fixed income
● Sustainable multi-asset credit strategy – Objective of
outperforming a multi-asset-credit benchmark
Invests in strategies that are SDG or climate
goal aligned.
6. ‘Top-down’ ESG considerations
All the previous activities can be described as ‘bottomup’ – a way of integrating ESG into each sub-fund that
we create and manage for our clients. In addition, many
of our clients have delegated to AIL the responsibility
for managing their overall asset allocation in line with
specified targets and controls. For these clients, ESG
considerations (specifically in the area of climate) are
incorporated from the top-down through strategic
asset allocation, scenario analysis, and AIL’s net zero
commitment.
Strategic asset allocation (SAA)
Our starting point for setting SAA is the three-year capital
market assumptions (CMA’s) produced by Aon’s asset
allocation team. These assumptions include return, risk,

and correlation figures for multiple asset classes and
strategies – including a range of low-carbon and ESG
strategies – which are used to model the most optimal
combination of assets for each client in accordance with
the investment objective and any constraints they have
set us. In this way the inclusion of ESG-related strategies
can be evaluated at the same time, and in the same
framework, as other strategies.
Scenario analysis
Aon has developed a scenario analysis tool for assessing
the impact of different climate scenarios on both assets
and liabilities. This tool is used to stress test our asset
allocation over the relevant investment time horizon and
is described as a case study in Principle 4.
Net Zero
We describe the actions our Fiduciary Services are taking
in order to reach their net zero commitments below under
‘Outcomes’.
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Activity and Outcome

Activities to Ensure our Managers Iintegrate ESG Risk
1. At the start of 2021, Aon had a number of
recommended managers who were rated an ESG
‘Limited’. We engaged with two of these managers
successfully and continue to engage with the remainder.
Below we provide two case studies of those successful
engagements, where we were able to upgrade the
manager from ‘Limited’ to ‘Integrated’ ESG ratings.
Case Study: Engaging with the manager to achieve ESG
integrated status.
Topic: Global Pension Equity Fund Manager A and B.
Why? Where any recommended manager falls short of
‘Integrated’ in our ESG manager ratings, we will engage
with those managers, recommending better ESG
integration practices in order to achieve an ‘Integrated’
ESG rating. Our fiduciary will not invest in managers
who have not already achieved an ESG ‘Integrated’
rating, or who are unlikely to do so in the near term.
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What we did over 2021
Global Equity Manager A
Following the assignment of a Limited rating, Aon IMR
conducted two formal ESG engagement meetings with
the manager, providing feedback on our view and to
discuss our five-factor ESG ratings framework with
ratings implications for Buy rated managers.
Concurrent with our discussions, the manager had
already initiated progress on ESG integration. Progress
was follows:
PRI status – Pending changes at UNPRI, the manager
has elected to defer to late 2022 to begin exploring the
UNPRI process and finalizing a decision on whether or
not to become a signatory. However, there is willingness
to explore UNPRI and to determine if the firm has the
resources to support the reporting process.
Policies – Over 2021, the firm had worked on its first
ESG statement, producing a first draft at the start
of 2022. The statement includes the firm’s ESG

philosophy, integration approach (covering process and
utilisation of third-party tools), proxy voting approach,
and commitment to continued evolution in the space.
The firm plans to publish the ESG statement shortly.
Research Integration:
● The firm implemented a third-party data provider.
●

●

●

●

This data provider appears as part of its Bloomberg
interface.
The data provider is used to score portfolio holdings.
Holdings that scored poorly were targeted for additional
work and engagement where necessary.
ESG writeups are now required from research analysts.
When analysts propose new ideas for inclusion in the
portfolio, ESG scores and commentary must be
included. In cases where there is a low rating and/or
negative trend, it must be addressed in the writeup.
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●

●

For existing holdings, the manager asked the analysts
on respective companies to reach out to management
teams and assess existing exposure accordingly.
The manager was able to demonstrate how ESG
concerns had been integrated into stock selection
decisions and where they had challenged company
management on areas of concern. The manager was
able to demonstrate where they had divested from
a holding due to unsatisfactory responses from the
company concerned.

Outcome
●

●
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Manager upgrade manager from ‘Limited’
to ‘Integrated.’
Manager has made significant progress over the past
year by establishing policies and procedures. This feeds
into a framework that can be consistently applied across
its research practice and allows for ESG integration to
be a meaningful part of the research discussion.

7

Global Pension Equity Fund Manager B
The manager had been rated as ‘Limited’ for its level of
ESG integration by our manager research team. Our team
continued to engage with the manager and we illustrate
the steps below that this manager has taken towards
achieving an ESG ‘Integrated’ rating.
1. PRI status – Having previously not had plans to apply
for PRI signatory status, Aon encouraged application
in order to align towards better standards of ESG
integration. The manager has elected to defer to late
2022 to begin exploring the PRI reporting process
and finalising a decision on whether or not to become
a signatory. However, there is willingness to explore
the PRI and determine if the firm has the resources to
support the reporting process. The firm has reviewed
the PRI principles and largely feels comfortable with
the framework.
2. RI Policies – The manager had no formal responsible
investment policies in place. Aon has explained the
importance of having publicly available responsible
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investment policies in place, stating the firm’s
responsible investment commitments and priorities,
in order to pave the way for management teams to
align internal investment processes which the firm
is accountable to. The manager now has a publicly
available sustainability policy in place. The policy
outlines its approach to ESG integration with a focus on
materiality, proxy voting, views on screening, data, and
continued evolution on ESG integration.
3. ESG resource - The manager did not previously have
the appropriate level of ESG resource – either in third
party data or staff. Aon outlined the challenge of ESG
integration and the need for expertise given the scope
of analysis required. The manager has now licensed a
third-party data provider and is in phase 1 of integrating
the data into its analysis. Analysts have been given
a time frame to complete the integration of targeted
environmental and social factors. While the manager is
not resourced to add dedicated ESG staff, governance
by senior leadership has been tightened and is focused
on the progression of ESG integration.

Outcome
● Aon has upgraded the manager from ESG rating
‘Limited’ to ‘Integrated’.
●

●

Manager has made significant progress over the
past year by establishing policies and procedures.
This feeds into a framework that can be consistently
applied across its research practice and allows
for ESG to be a meaningful part of the research
discussion.
The manager is still early in this journey, however, and
Aon is monitoring the following:
PRI status – if the manger decides not to apply 		
			 to the PRI for signatory status, the manager should
			 explore an ESG materiality framework, to further 		
			 develop its integration of ESG risks and approach.
Sample analyst research reports should be shared 		
			 so that Aon can see that depth of documentation is
			 continued.
Further examples of environmental and social
engagement will be explored with the manager.
○

○

●
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Case Study Moving assets away from weak to stronger
managers.
Why? The manager lacked formal ESG policies or
processes that we would like to see as best practice.
They also did not have any dedicated responsible
investment staff, and no senior management of the
firm were tasked with focusing on, implementing, or
overseeing ESG policies.
What we did over 2021:
We have been engaging with the manager who showed
willingness to improve and were seeking guidance,
however we have seen slow progress from them
especially relative to other multi-strategy funds.
Outcome
We have begun redeeming from the fund within the
managers maximum 25% quarterly redemption limit
given our loss of conviction in the manager and their
‘Limited’ rating for ESG. This highlights that the manager
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has taken limited steps to address ESG considerations
or mitigate potentially financially material ESG risks
within the portfolio. We expect to be fully redeemed
from the fund by Q3 2022.
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Case Study Integrating our net zero commitment into
fiduciary portfolios.
Why? In order to deliver resilient, sustainable investment
portfolios to meet the needs of our clients outlined
in Principle 6, the implementation of our net zero
commitment will be formed of three pillars as depicted
below:
Our three-step plan towards net zero
To drive investment change and accountability

Engagement

by working with asset managers, regulators,
academics and the broader investment industry.

To accelerate progress with better quality carbon

Innovation

emissions data and analytics and investment
product design.

On our progress and the progress of the funds

Insights

in which we invest towards net zero portfolios,
through transparent reporting and communication
with stakeholders, clients and scheme members.
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Outcome
What we did over 2021
Current progress and our future plans for each of these
pillars is outlined below:
Engagement
Current
progress

●

●

●

Q4 2021: Developed a questionnaire with IMR to
help us understand a manager’s carbon reduction
ambitions
January 2022: distributed our net zero questionnaire
to all underlying managers held within fiduciary
portfolios (c.70 managers)
Q1 2022: began discussing questionnaire responses
during quarterly update calls with managers

Innovation
●

●

Launch of new funds which provide our clients with the opportunity to positively impact the transition
to net zero emissions by providing capital to solution providers, industry emissions reduction leaders
and adaptation projects
○

Aon global impact fund

○

Aon sustainable multi-asset credit fund

Evolving existing funds to more explicitly take account of carbon emissions and our decarbonisation
objectives

Insights
●

Q3 2021: Initiated project with third party to develop carbon emissions analysis
for equities and corporate credit securities across entire client portfolios

●

Q4 2021: Purchased additional data sets to identify the implied temperature
rise (ITR) of current portfolios, providing us with a forward-looking dimension to
managing our carbon risk

●

January 2022: Conducted analysis on our flagship global equity portfolio to
understand change in portfolio carbon emissions between 2019 (our baseline
year) and 2021

E.g. Our global multi-factor equity fund now excludes the heaviest emitters and controversial 		
				 companies (e.g., tobacco, controversial weapons and violators of the UN Global Compact)
○

The outcome of this analysis was targeted engagement with managers
				 contributing the most to portfolio emissions to understand how this can be
○ Throughout 2021 we evolved the screening criteria by incorporating more stringent limits on 			 				 reduced within portfolios whilst continuing to deliver on investment outcomes
				 companies involved in the use and extraction of fossil fuels
				 for clients
Looking
ahead

●

●

●

Prioritise managers for further engagement where we
do not believe they are effectively taking carbon into
account within our investment process
Identify managers that are willing to align with our
commitment and conduct further engagement to
provide education and highlight best practices for
implementation
Escalate engagements with managers that seem
unwilling to incorporate carbon emissions into their
investment decisions, with potential for divestment

●

We are looking to develop further products that meet our clients’ financial objectives whilst also
providing them with the ability to finance the transition towards net zero

●

We are looking to invest in sustainability focused versions of our existing managers’ fund ranges,
where possible -

We have begun discussing carbon emissions with our segregated account equity managers to
				 understand their best ideas for reducing portfolio emissions in line with our objectives, whilst 			
				 remaining true to their style and risk/return characteristics
○

Outcome
We endeavour to keep our clients up to date with the
latest developments on our net zero journey and will
guide them through this pivotal global transition towards
a lower carbon economy.
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○

●

During 2022 we will produce a TCFD report to provide our clients and third
parties with transparency on our current portfolio emissions and the processes
we have in place to reduce these over time

●

We will produce this TCFD report on an annual basis

●

We will factor insights from our reporting into our investment decision making
and engagements with underlying managers

8
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Principle 8
Monitoring Managers and
Service Providers

Signatories Monitor and hold to Account
Managers and / or Service Providers.
Context
Aon holds our managers to account in many ways,
and at many levels. Under Principle 7 of the Code,
we described how our manager research team assess
managers in terms of the ESG integration we require at
product level. We also described how AIL assess and
monitor at the asset class level, and mentioned our
Engagement Programme (EP).
Here in Principle 8, we give more detail about our EP and
the principles we expect our managers to uphold or be
working towards. The EP is a vehicle which was launched
as a cross-asset class initiative, tasked to focus on
stewardship behaviours at manager organisation level.
In this way our monitoring of our managers is both
a top down (EP) and bottom up (manager research)
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approach. Through the EP, Aon can assess whether the
stewardship commitments and statements made at firm
level are being applied at product level.
Aon’s Engagement Programme
Aon’s EP work is undertaken by two dedicated
stewardship specialists who draw in other stakeholders
from across the business as needed – primarily
representation from our Fiduciary Services and
manager research teams.
Our EP has selected topics which we focus on,
described in Principle 1. Over 2021, our EP focused
on promoting better stewardship behaviours aligned
with the UK Stewardship Code. The standard agenda
for the EP is given below and shows how we aim to
assess an investment manager for their ability to clearly
communicate, and support, their own organisation’s
purpose, investment beliefs and strategy with
respect to stewardship. We are looking for managers

to demonstrate commitment and transparency and
provide ‘decision useful’ reporting, particularly as
regards their engagement and voting activities.
With this information, trustees are empowered to reach
a view as to whether their investment manager aligns
to and acts upon their – and indeed the manager’s own –
responsible investment beliefs.

8

EP standard agenda

Aon’s Investment Stewardship Principles

1.

1.

2.

Clarity, commitment and communication of a 		
manager’s purpose, strategy and culture, with
respect to responsible investment.
Empowering engagement — transparency of
engagement activities.

3.

Empowering engagement — transparency of voting
activities (if applicable).

4.

Reporting of ‘decision useful’ engagement and
voting material.

2.
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Investment managers should strive towards best
practice and undertake ‘active ownership‘ in the
fullest possible way, aligning with the spirit of
regional stewardship codes.

3.

Stewardship is applicable across asset classes
and asset owners should be able to demonstrate
how their investment rights and responsibilities have
been exercised on their behalf.

4.

Investment managers should clearly set out their
responsible investment beliefs and engagement
priorities in their responsible investment policies.

Aon’s Investment Stewardship Principles and
Expectations
Over 2021, Aon formalised its ‘Investment Stewardship,
Principles & Expectations’. The principles we have
set out are those against which we plan to hold our
managers to account. We plan to publish our principles
and expectations in the coming year and set out a
guide below:

Engagement across the investment community
is an important investment stewardship behaviour,
key to bringing about positive change and good 		
governance.

5.

Investment manager engagement (and voting)
activities with invested entities should reflect the 		
manager’s responsible investment priorities.

6.

Managers should provide clarity and transparency
in their firm-wide responsible investment policies
and stewardship activities with timely reporting at 		
both firm and strategy level.

7.

As a global systemic risk, the management and
mitigation of climate change risk and nature loss is
integral to stewardship.

8

Aon’s Investment Stewardship Expectations of
Managers – 2022

Institutional Investors Group on Climate Change, Climate
Action 100+, NZAM – Net Zero Asset Managers initiative,
UK Stewardship Code 2020 or similar, and to participate
in the spirit of the core principles of those groups.

We expect all our recommended managers to:
●

Provide publicly available, robust responsible investment
policies, which detail the manager’s priorities, actions,
and a list of the manager’s prioritised stewardship
topics. These commitments can be made in an overall
responsible investment policy or in separate policies
including:
○

Engagement (and escalation) policy.

○

Voting policy (if applicable).

○

Climate risk policy.

○

●

●

94

Conflicts of interest policy.

●

●

●

These policies should be kept updated, taking into
account any differences across asset classes and
refreshed at least every two years.
Where resources allow, be prepared to become active
signatories to key industry groups such as PRI, IIGCC –

●

●

●

Consider high level whether investment in any chosen
asset type is compatible with client and organisational
values.
Demonstrate the spirit of active ownership across
asset classes by prioritising stewardship according to
significance and to achieve optimum yet ambitious
outcomes, commensurate with manager size and
resource.

●

Be prepared to demonstrate collaborative, thematic
and bespoke engagements, articulate intentions clearly
to clients and portfolio companies / issuers / invested
entities in question, keeping track of outcomes for
monitoring and reporting.

●

To have clear and measurable objectives for all relevant
engagements.

Look to promote innovative initiatives which will lead to
more effective stewardship.
Provide meaningful, decision useful, transparent
and granular reporting on engagement (and voting if
applicable) at strategy level, in addition to aggregated
and firm level reporting for sustainability. Case studies
are a useful way to illustrate active ownership.
Align reporting market best practice and guidance,
addressing risks, double materiality and opportunities
as appropriate. We encourage reporting to be publicly
available except in cases where this is strictly
not possible.
Engage with invested entities on specific strategic
topics including:
○

Net Zero by 2050.

○

Managing nature-related risks and dependences.

○

Combatting Modern Slavery.

○

Promoting Diversity, Equity & Inclusion.
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●

●

●

Engage with issuers to provide carbon emissions data
and promote the recommendations of the TCFD reporting
framework and consider use of science-based targets (SBTi).
Provide ESG data as required by regulatory bodies in a timely
and comprehensive way.
Consider the reporting of sustainable outcomes and SDG
alignment as applicable.

In addition, in recognition that different asset classes will have
differing requirements, we have developed more detailed
expectations for our managers per asset class. These will be set
out in our document ‘Aon’s Investment Stewardship Principles &
Expectations’ due to be published in Spring 2022.
.
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Activity & Outcome
We have generally been impressed with the commitment
of our managers to meet higher standards of investment
stewardship. We find managers at different stages of
the journey but all our managers recognise the urgent
need for active ownership in the face of pressing global
systemic risks. Where managers have not met our
expectations, we find the gaps fall into general
areas and illustrate a few key failings in the following
case studies:
Case Study: Global Equity Manager A.
Topic: The need for timely and publicly available
responsible investment policies.
Why? Aon’s EP found the manager’s website, published
policies and other documentation to be lacking in quality
and scope. Key publications were dated two years
previously with no meaningful information of recent
company engagement or voting actions, by
the manager.
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This demonstrated poor transparency of stewardship
activities and Aon was keen the manager was aware
of the standards expected. We highlighted the need
for clarity as regards its investment and stewardship
commitments and how they planned to promote long
term sustainable issuer value.
The manager assured us that over 2021 they would
be progressing efforts to refresh policies and improve
transparency.
What we did over 2021
Aon had informed the manager of its concerns and the
manager highlighted more recent ESG initiatives to
improve transparency, outlining their intention to launch
a number of ESG pages on their website.
Outcome
We have since reviewed the website and are pleased
to see improved transparency of reporting. We will
continue to engage on other review points next year.
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Case Study: Global Equity Manager B.
Topic: SFDR classification.
Why? Our fiduciary team monitor how a manager
classifies its funds according to the SFDR articles. It was
internally brought to our attention that a manager had
classified their fund as SFDR Article 8, denoting that the
fund promoted, among other things, environmental or
social characteristics.
This classification did not align with our understanding
of the fund’s objectives.
What we did over 2021
We raised this misunderstanding the manager, who
agreed, and the classification was corrected to Article 6
– a fund which does not promote ESG characteristics.
Outcome
Aon has a role to provide scrutiny on our client’s behalf
to ensure the correct classification of funds according
to the SFDR classifications. The framework is there
to help the client differentiate across products in
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terms of the potential impact the fund could have
on positive sustainable ESG impact. A fund’s
classification could have an impact on a client’s
investment allocation choices.
Case Study: Global Equity Manager C.
Topic: Publication of engagement activities.
Why? During our EP meetings with the manager, it was
apparent that the manager was more active in terms
of issuer engagement than was reported. While detail
of these engagements were available for clients on
request, they were not published.
What we did over 2021
We advised the manager to consider including these
engagements in their publicly available stewardship
reports and to provide the detail at product level also
for client reporting purposes. This transparency request
also concerned voting data which was not available on
a timely basis.

This is an ongoing engagement topic we have
discussed with multiple managers. Our expectation is
that managers should provide meaningful disclosure
of stewardship activities at firm and product level, as it
aligns with their responsible investment policies. This
enables clients to reach a view of active ownership
undertaken on their behalf. This helps a client invest
with a manager which shares common ambitions with
respect to responsible investment.
Outcome
We have been assured that the manager intends
to improve the transparency it offers clients on its
stewardship activities. This will be reviewed in 2022
with the manager.
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Outcome

Case Study: Global equity passive manager D.
Topic: Publication of timely voting data.
Why? Where a manager has resource and sizable equity
assets under management, we expect that manager to
provide access to all its voting actions with a minimum
time lag no more than three months.
We see many examples where managers are now able
to provide timely voting data through the use of a
service provider if not through their own resources.
Timely voting data is a key element of transparency
which a large asset manager should be able to provide
to its clients.
The manager in this case study had only provided a
document uploaded to its website. On inspection the
document reported voting actions which lagged by as
much as a year.
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What we did over 2021
Aon engaged with the manager and encouraged more
timely voting data. In addition, where the manager
has defined significant votes, to also provide publicly
available voting bulletins in these instances.
We expect to see traction across the coming year from
managers who have appropriate resource in place
to implement as soon as practical and will continue
encouraging this to become standard practice in the
long term.
Outcome
Our base expectation for managers moving into 2022
will be for quarterly publication of voting data and
accompanying rationales to be the norm where possible.
We have raised this same expectation across all
managers engaged with.
We will review the manager in 2022 for progress in
this area.
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Principle 9
Engagement

Signatories Engage with Issuers to
Maintain or Enhance the Value of Assets.
Context
As explained above, Aon’s role is either as an advisor,
or as a fiduciary fund-of-funds investment manager, or a
combination of the two. This means that we are always at
least one step removed from the underlying companies
that our clients have exposure to. Aon therefore does
not engage directly with investee companies, instead
we make clear to our fund managers what expectations
we have of them, as regards their direct company
engagements.
We expect our managers firstly to integrate ESG risks
into their stock selection processes (described in
Principle 7) and furthermore to engage with investee
companies on these risks.
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Some of the investment stewardship expectations and
principles we set out in Principle 8 also relate to the
expectations managers themselves should have of the
activities their investee companies undertake. We expect
managers to set engagement priorities and to hold their
investee companies to account by actively working
towards those engagement priorities.
How we expect our Managers to Engage with Investees
for Change:
Encourage
environmental
stewardship

Promote
stakeholder
relations

Encourage
disclosure
to foster
transparency

Connect value
creation with
impact

Align
corporate
strategy
with SDGs

No company is perfect but they can be positively influenced
Source: Aon IMR. Based on: Impact Management Project

All managers can engage for change and allocate
resource to the monitoring and measuring of

engagement success. Our global manager research
team track such engagements through their quarterly
monitoring process and ongoing dialogue.
Aon also recognises the value which engagement can
produce in our responsible investment beliefs and has
recommended a strategy where crystallisation of full
market value via engagement is the investment thesis.

9

Activity

Case Study: Modern Slavery.
Why? Along with Nature Loss (see Principle 10 below),
Aon has identified Modern Slavery as an important issue
due to the increasing scrutiny of social issues within
the responsible investment narrative and evidence of
unequal societal outcomes.
The UK Government has defined modern slavery in
the Modern Slavery Act 2015, identifying coercion at
the heart of the issue. Moreover, earlier this year, DWP
released a consultation on incorporating social issues
within the pension scheme investments, encouraging
asset managers and the trustees to work together to
identify and help companies eradicate slavery practices
in their supply chains.
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1

Climate
change

The intersection
of climate
change and
modern slavery
should not be
ignored

2

Regulatory
pressure

More disclosure
on social factors
are likely

3

Reputation
risks

Reputation risk
and subsequent
effects on
business quality
and share price
returns

4

Asset
manager
scrutiny
Asset managers
collaboration
is higher as
they face more
scrutiny

The UN Sustainable Development Goals (Goal 8.7)
reference efforts to eradicate modern slavery. Global
policymakers are seeking to put "the financial sector at
the heart of global efforts to end modern slavery and
human trafficking and accelerate action in eradicating
these practices."

What we did over 2021
Aon’s manager research team reached out to a number
of our recommended managers where exposure to
consumer staples was likely to be high. We asked these
managers to complete our due diligence questionnaire
helping us to analyse processes the manager had in
place to identify the potential for modern slavery to
be found in supply chains. We followed up with these
managers as appropriate.
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Outcome

Below we illustrate some examples of how our
recommended managers have undertaken engagement
on our behalf with companies on our selected
engagement topics (Modern Slavery and Nature
Loss). We also illustrate engagement by managers on
our behalf with the UK government on its green gilt
issuance.
Case Study: Manager engagement with investees on the
topic of Modern Slavery.
Why? Modern Slavery is one of Aon’s core engagement
topics and below we illustrate some examples of work
undertaken on our behalf by managers on the topic.
What we did over 2021: Engage with managers A, B
and C
Manager A and Amazon
We made clear to the manager, who was engaging with
an ESG focused senior management group at Amazon
in Seattle, US, that we expected the company to align
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closely with the expectations set in their Modern Slavery
report. We asked that the following be discussed with
the company:
●

●

●

How Amazon had looked into their supplier’s own
analysis and monitoring of their recruitment agencies
and labour brokers, to act ethically and in the best
interests of workers.
What improvements and/or changes were planned
to ‘supply chain standards’ over the next three-year
review cycle?
We know from Aon’s work with Find it, Fix It, Prevent
It, that data challenges are a barrier. Were there any
specific data gaps Amazon would highlight?

Outcome
We followed up with the manager on the outcomes
of the meeting and were assured by the constructive
response which the Amazon management team had
highlighted. The manager intends to continue the
conversation over time to encourage further progress.

We re-iterated our commitment to the issue while
advocating for further engagements on the topic of
Modern Slavery for appropriate companies, i.e., those
considered to be at higher risk with long-tail supply
chains and meaningful international exposure.

9

Manager B and Boohoo
In 2020, Boohoo’s share price fell over 50% after it was
alleged that it was sourcing clothes from UK suppliers
that were treating employees unfairly and paying
workers less than the national minimum wage. Boohoo
commissioned an independent inquiry, the Levitt report,
which found that there were significant inadequacies in
the supply chain, as well as some major breaches of the
UN Guiding Principles on Business and Human Rights.
These failings are of interest to Aon and we identified
exposure to Boohoo via one of our fund managers.
We engaged with the manager and made clear our
concerns with respect to Boohoo’s labour standard
failings. The exposure to Boohoo had been initiated
over Q2 2021 after a prolonged monitoring period
and extensive ESG due diligence by the manager.
The controversy surrounding Boohoo’s manufacturing
practices had tempered the share price and created a
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buying opportunity. The manager believed that Boohoo
was committed to improving the welfare of its workers
and the broader market had underappreciated its
intrinsic value.
Outcome
Aon continues to monitor the exposure with the
manager with regular updates received on Boohoo’s
fundamental progress. ESG improvement initiatives and
ongoing progress are a part of our regular quarterly
monitoring schedule.

9

Manager C and Mitigating Social Risks in the Cobalt
Supply Chain
The manager engaged with industry experts and
scrutinised the business practice of cobalt producers.
By engaging with external industry experts such as
NGOs, owners of cobalt concessions and industry
bodies, such as the Global Battery Alliance, the
manager was able build a holistic understanding of
the modern slavery issues relevant to the portfolio
companies they hold. The manager traced the cobalt
procured within the portfolio to two mines within the
DRC, allowing them to scrutinise the business practices
of the operators. This provided the manager with a
strong platform to engage with portfolio companies who
rely on the DRC for cobalt that is used in their products,
such as Umicore, Tesla and TSMC.
The manager developed a best-practice framework
to assess how effectively portfolio companies are
mitigating these risks and acting responsibly.

104

The key steps include:
●

●

●

Robust due diligence to ensure a traceable and
responsible supply chain. Where issues arise, they
should be rectified, and fair remedy provided.
Support solutions to promote responsible mining in
the DRC or provide alternative income opportunities
for communities affected by industrial cobalt mining.
Adopt efficient methods to minimise and secure 			
cobalt supply e.g., substitution or recycling.

Outcome
Following discussions with portfolio companies, the
manager was satisfied each ranked well on at least
one of the criteria. For example, Umicore is a pioneer
of cobalt recycling and Tesla has been applying public
pressure to improve environmental and human rights
standards at mining companies. Furthermore, Tesla has
committed to producing cobalt-free cathodes in due
course and transitioning away from cobalt.

However, the manager expects multi-year engagement
will be required to significantly impact the issue. We are
highly supportive of and impressed with the manager’s
diligence on this issue given Aon’s ongoing commitment
to prevent instances of modern slavery from supply
chains and businesses.

9

Case Study: Manager engagement with investees on the
topic of nature loss and impacts of coastal restoration.
Why? An underlying manager within our sustainable
multi-asset credit strategy viewed bonds of a dredging
and coastal restoration company as financially attractive
and a potential candidate for their ‘adaptor’ pillar,
investing in financing projects, funded by bonds. These
projects help communities adapt to climate change.
Despite coastal area restoration works providing
important defence against increasingly frequent storms,
the manager was concerned that it can cause negative
environmental impacts, such as disturbance of marine
biodiversity. Nature loss and biodiversity is a core
engagement topic for Aon, highlighting strong alignment
between the activities of our best-in-class sustainability
focussed managers and our own engagement themes.
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What we did over 2021
The manager engaged with the company prior to
investing in the bond to seek assurances that potential
nature loss and biodiversity impacts are considered
and mitigated throughout their coastal restoration
processes. The company provided technical details
of their extensive processes aimed at minimising their
impact to the sea floor. The manager was impressed
with where the company had made changes to
procedures due to environmental assessment outcomes
relating to natural capital protection. Furthermore,
the company provided evidence that their restoration
process can generate new habitats for coastal wildlife.
Outcome
The manager approved the company for investment
following impressive reassurances on the mitigation of
environmental impacts. The company now sits within the
manager’s ‘adaptor’ pillar.

9

Outcome

Case Study: Managers engage with the UK Government
for refinement of green eligibility criteria for the
issuance of UK Green Gilt 2053.
Why? Aon’s view is that eligibility for any green bond
issuance should be fully transparent and true to purpose
in order to best serve the investment community and
the bid to transition to a greener economy. Where we
see that this is not the case, we will engage for further
transparency before deciding whether to invest.
What we did over 2021
In July 2021, colleagues from manager research,
Fiduciary Services and LDI teams engaged with Aon’s
buy rated LDI (Liability Driven Investment) managers
ahead of the inaugural green Gilt issuance. We had
some questions and concerns regarding the potential
use of proceeds of the issuance and whether they
would align to best practices and the requirements to be
labelled a green bond.
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In this instance, the inclusion of blue hydrogen financing
for green gilts would have meant constituent bonds
which, in our view were ineligible due to a reliance on
natural gas. The result would have been a perceived
dilution of standards. Potentially, through our LDI
strategy, Aon could hold a significant proportion of
green gilts and it is therefore important to us that the
standard retains integrity.
We therefore engaged with our LDI investment
managers and shared our views. Many of these
managers agreed with the view and we therefore asked
them to escalate engagement with the U.K. authorities.
Outcome
As a result, the issuance was delayed two days, allowing
the authorities to provide more information as to the
use of proceeds including confirming a cap on blue
hydrogen spending in line with ICMA guidelines.
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Principle 10
Collaboration

Signatories, where necessary, participate
in Collaborative Engagement to Influence
Issuers.
Context
As an investment consultancy firm, we, like other
consultants, act as a critical link between asset
managers and asset owners, providing us with an
exceptional opportunity to facilitate change within the
investment industry. Aon is open to, and supportive
of, collaborative engagements. We aim to improve
outcomes for our clients by working with other parties
where we believe we can influence outcomes and share
our expertise and experience to bring needed change.
Activity
One of Aon’s ongoing collaborations, listed in In
Principle 1 of the Code, is with the Cambridge Institute
for Sustainability Leadership (CISL). Aon has been a
supporting member of CISL’s steering and working
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group for a number of years and works jointly on key
projects, aligned to our responsible investment beliefs.
One such project relates to Nature Loss, one of Aon’s
core EP topics. Aon is a supporting member of the
Taskforce for Nature Related Financial Disclosures
(TNFD) and will increasingly engage with investment
managers raising awareness of the topic and the
need to mitigate associated risks of nature loss and
environmental impacts.
Over 2021, Aon worked with CISL on a mapping
exposure analysis; helping managers identify material
nature loss risks within portfolios. We illustrate this as
a case study below.

10

Case Study: Collaboration with Cambridge Institute for
Sustainability Leadership (CISL).
Topic: Mapping exposure to nature-related risks across
financial indices.
Why? Aon strongly promoted to the CISL group the
need for a sector-based nature loss mapping analysis,
an approach which is meaningful to investment
managers in terms of identifiable actions. We therefore
set about developing an approach and tool for the
mapping of nature loss impacts in an asset portfolio.
What we did over 2021
Natural capital and nature-related risks and
dependencies underpin ‘ecosystem services’ which
enable human well-being and allows the planet to thrive.
Nature loss and the compromise of the ecosystem
services which underpin natural capital threaten
to erode the ability of the Earth to support current
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population levels. These risks will become increasingly
apparent if the drivers of nature loss – i.e., climate
change, pollution, exploitation of resources – continue
unabated.
One of the challenges for the financial community is
how to understand the threat posed by nature loss to
the value of assets. This is the focus of our mapping
exposure exercise – to use tools publicly available to
highlight the risks inherent to a portfolio, in a way which
can be acted on by asset owners and managers alike.
●

Aon constructed a heatmap using CISL’s academic
rigour in defining the issues, and ENCORE (“Exploring
Natural Capital Opportunities, Risks and Exposure”),
a publicly available tool to assess the materiality of
ecosystem services. ENCORE was developed by the
Natural Capital Finance Alliance in collaboration with
UNEP-WCMC.

●

Aon mapped the GIC (Global Industrial Classification
Standards) sectors and ENCORE’s production
processes to CISL ecosystem service groupings.
The five basic ecosystems which CISL have
identified cover a broad and essential range of
ecosystem service classifications, and encompass
the more granular ecosystem services defined by
ENCORE. Based on ENCORE’s ecosystem services
and underlying materiality assessment, Aon’s
mapping tool scores the materiality of ecosystem
dependencies and risk, and interprets these into the
simpler CISL ecosystem taxonomy.

The mapping offers the user a valuable analysis when
exploring nature related risks and dependencies for an
index or portfolio of exposures. For example, the graph
below shows that, in aggregate, water security is the
greatest risk within the MSCI All World Index. From here,
the user can drill down into the mapping to identify key
drivers of water security risk by sector and company.
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Outcome

MSCI All World Index
1.80

1.71

1.60

1.40

1.20
1.00

0.80

1.00

0.40

0.27

0.20

0.09

110

Outcome

Aon and CISL’s mapping tool can form the basis of
engagement with fund managers on how nature loss
is being taken into consideration within portfolios.
Managers can run their portfolio through the model and
focus on the sectors s/howing the highest materiality, by
company and sector. Fund managers can then consider
how their investment decisions impact nature loss and
formulate risk management and action plans to tackle
the issues.

Aon plans to use our heatmap tool as an engagement
approach, working with investment managers to raise
awareness of the risks of nature loss. We will be writing
an engagement guide and using our Engagement
Programme to bring the issue to managers and
increasingly expect managers to integrate these risks
into their investment stock selection decisions.

Aon’s collaborative work with CISL can he found here.
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Principle 11
Escalation

Signatories, where necessary, escalate
Stewardship Activities to Influence Issuers.

●

Context
As identified earlier in this document, our focus as
stewards of our clients’ assets is on the asset managers
rather than on the underlying issuers. However, we
are able to assess the impact a manager is having on
underlying issuers through a manager’s engagement
with investees or issuers. Aon has the expectation that
managers influence issuer behaviours, and this is implicit
in the stewardship standards we set them, described in
Principle 8 of the Code.
Aon has three main avenues to review and facilitate
effective escalation activities for our clients’ benefit:
●
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Our expectations and the standards that we set
asset managers during the normal course of
business, or our stewardship expectations, are
reviewed by the IMR team in their quarterly manager
monitoring processes. These expectations are set
out in Principles 7 and 8 of the Code.

●

Where needed, managers who fail to influence 			
issuers adequately in areas of concern will become 		
a focus by Aon’s manager research team or by the 		
EP as appropriate. Aon will seek to engage with 		
the manager in order to employ their escalation
procedures, encouraging better issuer outcomes – 		
outcomes that are aligned to the values and beliefs 		
of both manager and Aon.
Aon captures broader areas of concern via our 			
Engagement Policy Reporting Tool (EPRT). Our
EPRT is a tool whereby our Engagement Reporting 		
Team can log inadequate responses given in
our voting and engagement due diligence. These
questionnaires are sent to managers on a
systematic and regular basis and when reviewed,
concerns will be escalated to either the manager
research team or the EP as applicable. Meetings will
then be held with the manager to resolve.

Our escalation expectations and approach are
consistent across all asset classes and we expect
managers to be aware of inadequate issuer activities.
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AIL’s Escalation Framework
If a manager continues to lag behind our investment and
stewardship expectations as regards underlying issuers,
it may result in our manager research team reducing the
manager’s ESG rating. This will then be communicated
to all our clients that are invested in that manager
and product.
The real threat of divesting from the strategy adds
weight to our monitoring and engagement activities.
Falling below our ESG expectations could mean a
significant fall in assets for the manager.
Due to the scale of AIL and the strong relationships
we have with investment managers, we have found
managers are generally receptive and responsive to
engagement on ESG matters. However, in the event of
continued unsuccessful engagement there are several
ways that we can escalate.
●
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Engage with more senior members of the manager’s 		
organisation.

●

●

●

Reflect concerns in the strategy’s ESG rating.
Make investment, additional investment, or
continued investment conditional on improvements.
Divest from the strategy. This is a last resort
although it is worth noting that Divestment is
required if a strategy drops below an integrated
rating for more than 12 months.

Case Study: Improvement in the percentage of eligible
votes cast, Managers A and B.
Why? Voting is seen as a powerful tool for escalation.
We expect all our managers to vote on all eligible votes
and use its vote to help bring about needed change in
the behaviours of investees.
What we did over 2021
Manager A
The manager had returned Aon’s engagement reporting
DDQ with the information that the manager had voted on
only 38% of eligible votes for the strategy under review,

for the 2020 proxy voting season. We consider this to
be low. The issue was escalated by Aon’s Engagement
Policy Reporting Tool.
Early in 2021 Aon’s EP raised the concern with the
manager, highlighting that we expected managers to
vote on all eligible votes as applicable.
The manager stated that they were not satisfied with
their voting performance and have since made strides to
increase the number of eligible votes cast.
Outcome
In a subsequent engagement reporting DDQ, the
manager reported ca.90% of votes cast out of all votes
for which it was eligible over the 2021 proxy season, and
that their aim as a firm was to achieve as close to 100%
as is practical. We will continue to monitor the progress
the manager is making and will report back in 2022.
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Manager B
The issue of low voting levels was escalated to
Aon’s EP and meetings were held with the manager
by Aon’s EP and client team. Reasons given for the
low level of voting ranged from share-blocking and
beneficial owner disclosure requirements, and Power
of Attorney complications. The manager recognised
the responsibility it had to overcome hurdles in
order to be able to vote. While the share-blocking
requirement remains a hurdle, the manager has since
become comfortable with beneficial owner disclosure
requirements. With respect to Power of Attorney, the
manager has instructed its voting service provider to
handle voting where the manager’s physical presence is
otherwise required.
Aon has been told that the level of voting in the future
should be closer to 100%. Aon will be tracking voting
levels to verify progress.
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Principle 12
Exercising Rights and Responsibilities

Signatories Actively Exercise their Rights
and Responsibilities.
Context
We believe the need for managers to exercise the
rights and responsibilities on behalf of beneficiaries
to be essential. We make this expectation clear in our
Investment Stewardship Principles and Expectations, set
out in Principle 8 of the Code.
Exercising the rights and responsibilities of
beneficiaries, across asset classes, is a key way for
beneficiaries to encourage investees and issuers to
promote and encourage change for the better.
Activity
We assess voting practices when generating a
manager’s ESG ratings for each strategy and on
an ongoing basis through our engagements and
monitoring questionnaires. If necessary, we will followup with a manager directly where we see evidence that
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their voting policies and /or actions fall short of our
Investment Stewardship Principles & Expectations.
Our methods for assessing a manager’s voting practices
include a review of the following:
●

Published voting policy and engagement topics.

●

Policy on abstentions and special exemptions.

●

●

Policy on allowing clients direct voting in segregated
and pooled accounts, with reference to split voting 		
proposals.
Approach to stock lending and recalling stock
for voting.

●

Link to timely and public voting records.

●

Use of proxy advisor services.

●

History of filing ESG related shareholder resolutions.

●

●

Recent examples of voting against their own policy
or against management.
Recent examples of voting decisions on contentious 		
votes – which Aon defines as a vote against 				

management, receiving over 20% support
from shareholders, or a resolution brought by a
shareholder via a key industry collaboration body
such as Climate Action 100+ for example.
To assist our monitoring of manager voting activities, our
Engagement Reporting Team requests voting data from
equity fund managers on a quarterly basis. To facilitate
industry best practice and encourage transparency
of voting disclosures, Aon has aligned our voting
data requests with the Pensions and Lifetime Savings
Association’s (PLSA) template for asset manager voting
disclosure. We believe the adoption of this template
should allow managers to build out systems that
accommodate increased scrutiny on the votes they cast
and enable the efficient transfer of this information to
trustees. This data is critical for our clients to be able
to make informed decisions about how aligned their
managers’ voting practices are with their own Statement
of Investment Principles. UK pension scheme trustees
are now required to assess voting actions undertaken on
their behalf on an annual basis.
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This continual assessment and monitoring has allowed
us to identify trends across the industry and highlight
areas where we would like to see improvements within
our delegated portfolios. We believe we are in a strong
position to drive improvements in manager disclosure of
voting data and rationales.
Voting trends
We continue to see managers build out their capabilities,
with a few managers providing clients with data on
voting at product level. More advanced managers can
also identify votes they deem to be significant. However,
most managers are still unable to provide this level
of detail for emerging markets. We look forward to
progress here as we believe information here to
be essential.
The issue of split voting is beginning to be addressed
with one global manager launching a platform where
beneficiaries can direct their own vote for a few
select strategies.
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We continue to encourage managers to expand their
reporting capabilities for voting actions and this is a key
line of enquiry for our EP; we describe this approach in
Principle 8 of the Code.
A note on Fixed income
Whilst fixed income managers do not have the same
voting rights as equity managers, they still have several
active ownership tools at their disposal to influence
underlying companies. Our ESG engagements with
fixed income managers have provided us with evidence
that they are willing to undertake engagements with
companies to push for improvements on environmental
and social issues.

12

Outcome

Case Study: Proxy Voting Season 2021.
Topic: Monitoring the voting action of Aon’s
recommended fiduciary managers.
Why? For public listed equity, we expect managers to
vote on all eligible votes and reflect the beliefs and
commitments set out in their responsible investment
policies. Voting actions can be a powerful tool
for managers to use, asserting views on behalf of
beneficiaries. Voting actions serve as a strong signal
to clients, the ambitions of their investment manager
and whether these align to their own. It is therefore
important to Aon that we scrutinise the alignment of
a manager’s voting actions to an investment manager’s
stated commitments and responsible investment
policies.
What we did over 2021:
Aon’s Engagement Programme over 2021 focused on a
select number of our recommended Fiduciary Services
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managers, where we scrutinised voting actions. Our EP
team drew up a short list of significant votes and asked
how the managers had voted.
All the managers surveyed were large global managers,
committed to Paris Alignment. We learned that there
was a dispersion of voting outcomes. On the one hand
some managers were willing to vote in line with the
spirit of the proposal and against management, whereas
others voted against the proposal.
Reasons given for voting against the proposals were:
●

●

●

Enough action had already been taken.
Steps taken were already in line with set minimum
thresholds and/or meet existing guidelines.
The proposal was too ambitious given the
circumstances.

Those managers who showed better support for
shareholder resolutions also tended to be more willing to
progress voting as a tool for the use of the beneficiary.

For example, on a number of wish-list items, a manager
would:
●

Be prepared to pre-declare votes

●

Be prepared to bring a shareholder resolution

●

Have defined ‘significant votes’

●

Support principle-based voting

Generally we find that these activities are still not
well progressed within the investment management
community.
We did meet with more resistance from managers on
the question of split voting, i.e. offering investors in
pooled and segregated funds the facility to cast their
vote themselves. Managers here find the operational
logistics to be a challenge and they believe they have
a stronger voice when voting on behalf of all their
underlying beneficiaries. Many managers also believed
the technical detail needed to reach a fair view for most
resolutions would be inaccessible to all trustees in an
open way.
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Outcome

Aon will monitor how these managers vote in the 2022
proxy season against Aon’s list of significant votes. Aon
will continue to promote increased transparency around
activities and the availability of clear voting actions and
rationales, which align with the manager’s responsible
investment policies.
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Discover
White papers

Aon Institutional Investor Survey Diverse Investment Initiatives
– Feb 2021

Weather, Climate & Catastrophe Insight, 2020 				
Annual Report

Aon-Biden’s climate agenda and the implications for
investments-Article – June 2021

The Divestment Dilemma – Helping investors navigate the
challenge

Speaking engagements

Aon’s Guide to ESG Investing: The Benefits of ESG
Integration – March 2021

PLSA Biodiversity in Pension Schemes

Covid, climate and compliance— are you ready for
the new investment challenges? Focus on
responsible investment

In Conversation with Mark Carney – November 2021

How is Climate Change Affecting the Investment Landscape? The One Brief – August 2021

Quoted, ESG Investing: Trends, Challenges & Opportunities –
September 2021

Aligning your pension scheme with the Taskforce on ClimateRelated Financial Disclosures recommendations - GOV.UK
(www.gov.uk) , contributor as a member of the Pensions Climate
Risk Industry Group – Jan 2021

Webinars, thought pieces, blogs, podcasts,

ICSWG Engagement Reporting Guide, contributor as a member
of the Investment Consultants Sustainability Working Group –
November 2021
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CAMRADATA roundtable, Climate Change Integration – March
2021

PLSA Conference - How impact investing can be a catalyst for
change March 2021

Aon Investment Conference – November 16-19, 2021. Including
sessions such as:
DC pensions – practical steps: Sustainability, stewardship and
strategy - priorities for DC investors, and

Beyond COP26. What next for investors? Including a discussion
with Mark Carney and Mike Thompson, Chief Economist to the
UKs Climate Change Committee.
2021 Virtual Pensions Conference 22-26 March 2021, including
sessions such as: Practical Diversity and Inclusion for Pension
Schemes; Investing in the New Normal; and The Power behind
your capital: Investing for a better future, including discussion
with Guy Opperman, Minister for Pensions and Financial
Inclusion.
Aon Cyprus Pensions Conference – Climate Catastrophe and
Collaboration – November 2021
The Aon C-Suite Conversations. Addressing a Green Tomorrow
– April 2021
Early Adoption of Climate Disclosure Frameworks: The Benefits
and Challenges | Human Capital Solutions Insights (aon.com) –
April 2021
COP26 post-mortem and investment implications
Focusing on ESG and Implementation Statements; Aon Podcast
– June 2021
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Focussing on supporting members on financial matters, call for
evidence on social factors, and Aon RI survey; Aon Podcast –
May 2021
Guernsey Green Finance Podcast – Sustainable Finance Week
– Meredith Jones, Aon – July 2021
CFA Institute, Women and Investing: Five Myths – May 2021
Aon’s Responsible Investment Network Topics
Investing for impact and success - April 2021

●

Training Session in line with our engagement priorities:
Combatting Modern Slavery, Everyone’s Responsibility

Formalised/ Introduced additional ESG risk monitoring
processes with clients

Quarterly bitesize updates on client case studies, 			
including how RI was implemented

Developed Transition Pathways, including stewardship plans
with Clients targeting net zero

Develop
Expanding the ESG Dashboard Reporting Service
Expanding Aon’s ESG Ratings across all asset classes

Markedly expanded buy list of ESG explicit Fixed Income
Products
Responsible Investment Solutions launched
Aon Sustainable Multi-Asset Credit Fund 2021/ Jan 2022

Internal Education

Delivery of Climate Scenario Analysis (to support TCFD
implementation)

Examples include

Responsible Investment Viewpoint surveys

Review

Updates at practice level weekly calls

Deliver

Policy Reviews

“Teach-in” bi-weekly sessions where Responsible 			
Investment Team present formally on notable 				
developments in markets, industry, regulation, Aon
service offerings and more.

Training Sessions on COP26 outcomes, industry initiatives,
TCFD and other upcoming regulatory changes

Portfolio Reviews

●

●

●

●
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●

“Aon IQ” sessions across departments and geographies
Series of collaborative breakout sessions with
professional trustees discussing climate change risk
and mitigation

RI Policy Development with clients
TCFD Governance framework formalisation with clients
Manager Selection Exercises to more explicitly consider ESG
integration and/or implement ESG explicit Funds

2021 Aon Impact Report

Review of internal service offerings and ongoing
appropriateness for supporting clients and other stakeholders
amidst ongoing developments

Contact Us
The Aon Centre
The Leadenhall Building
122 Leadenhall Street
London, EC3V 4AN
aon.com

Tim Giles

Head of Investment for UK
and EMEA
tim.giles@aon.com

Tim Manuel

Co-Head of UK Responsible
Investment
timothy.manuel@aon.com

Mette Charles

ESG Research Lead
mette.charles@aon.com
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