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A LET TER FROM OUR CEO

In so many ways, 2020 was about
grounding ourselves in what matters.
Principal was founded with the purpose of putting financial security within reach of more
people. We’ve grown a lot since 1879, evolving from a mutual insurance company to a
global financial services provider, helping customers through great challenges along the
way – recessions, wars, natural disasters, trade tensions, and more than one pandemic.
Our client-centric approach is increasingly in demand, and we’re well ahead of the curve
in delivering on those expectations. Ultimately, we’ve refined our enterprise strategy
around what we intuitively knew for years – that doing good is good for business.
As a leading asset manager and Tier One signatories of the UK Stewardship Code since
2012, Principal Global Investors has always been supportive of the goals of the principles
set out by the Financial Reporting Council and has committed to continually reviewing
and improving our practices in line with our client needs.
We believe that how we do things is just as important as what we do. Ethical corporate
governance, social responsibility, and sustainability are the values we’re committed to
living out every day. We focus on taking care of not only our clients, advisors, partners,
and employees but also the people who live in the communities where we do business.
The 2020 Stewardship Code raises the bar on stewardship standards, and we remain
dedicated to reporting our activities to demonstrate adoption of the revised principles.
We appreciate the opportunity to share our progress and the continued evolution of our
enterprise ESG strategy.

PAT HALTER
CEO
Principal Global Investors
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PRINCIPLE 1:

Purpose, Investment Beliefs, Strategy, and Culture

Principal Global Investors, LLC is a diversified asset
management organisation and a wholly owned
subsidiary of Principal Financial Group Inc. Traded
on the Nasdaq Global Select Market under the
ticker symbol PFG, Principal Financial Group Inc. is
a member of the Fortune 500 and a leading global
financial institution offering a wide range of financial
products and services through a diverse family of
financial services companies.
Principal Global Investors has a multi-team
investment organisation and manages assets on
behalf of a broad range of sophisticated investors in
over 75 countries. We manage assets on behalf of
public and private pension funds, foundations and
endowments, central banks, insurance companies,
subadvisory arrangements, sovereign wealth funds,
and individual investors. The network of specialised

The following chart
provides a breakdown of
PGI’s AUM by asset class:

investment teams offers a single point of access to
world-class investment capabilities and expertise
in fixed income, equity, and real estate investments,
asset allocation, lifecycle funds, exchange-traded
funds, stable value management, and alternative
investment strategies.
Principal Global Investors was ranked No. 27 largest
manager of worldwide institutional assets, out of 505
managers profiled.1 We are well positioned to serve
organisations and individuals, offering institutional
and retirement expertise, guidance, and outcomebased strategies for real-life challenges. We offer a
broad group of specialised investment boutiques,
a diverse set of asset classes, and comprehensive
financial solutions. The following infographic provides
a breakdown of Principal Global Investors Assets
Under Management (AUM) by asset class:

Principal Global Investors AUM

Fixed Income
$241.4B

$544.9
BILLION

Equity
$210.6B
Real Estate
$89.4B
Alternatives
$3.5B

As of 31 December 2020.

1

Managers ranked by total worldwide assets as of 31 December 2019 “Largest Money Managers,” PENSIONS & INVESTMENTS, 06/01/2020.
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Purpose
As an asset manager entrusted with the savings
and retirement plans covering a large number of
individuals, we bear a significant responsibility to keep
investors’ interests at the forefront of everything
we do. Our fiduciary duties as an asset manager
contributes to the organisation’s shared purpose to
help foster financial security for all in a world with
seemingly increasing financial uncertainties. At its
simplest, it can be described as “doing what’s right”
and doing so for the right reasons.

Investment Beliefs
We believe that by encouraging corporations to
be leaders on sustainability through better longterm stewardship of human, natural, and financial
resources, we play an active role in the betterment
of society.
Principal Financial Group places value on ethical
corporate governance, social responsibility, and
sustainability. There are many company-wide
initiatives surrounding these values. A Social
Responsibility Report is compiled each year to report
on these initiatives and is publicly available on our
dedicated website, principal.com/sustainability.

world. We pledge to continue to make our ESG
initiatives more transparent and integrated into our
policies and procedures.
Our customer focus, financial strength, workforce
development, operational excellence, and integrity
all serve a mission to promote financial security.
We’re making continuous progress on ESG initiatives
by coordinating our strategy across Principal and
expanding the scope and detail of our reporting. We
use stakeholder feedback from consumers, employers,
investors, and employees to prioritise long-term goals
and guide our regular communication. We also can’t
help but feel the urgency from the fundamental
demographic forces shaping our industry: People are
living longer and spending more years in retirement
even as they face the shortfalls of traditional pay-asyou-go pension systems. That gives Principal a key
role in helping to ensure the financial security and
success of our customers, clients, and communities.
Good stewardship of stakeholders builds value for
shareholders. Put simply, we create value by living our
values. Principal Global Investors acts as a fiduciary for
our clients and will always act in their best interests.
In doing so, Principal Global Investors has the highest
regard for good corporate governance and models
our business accordingly.

Environmental, Social, and Governance (ESG) is a
core strategy for Principal to help create a more
successful, resilient, and sustainable business and

Principal Global Investors (PGI) ESG-integration evolution
1990s

2010s

2020s

Began managing ESG-focused
mandates for some of the
world’s largest pension funds

Became a signatory to the
Principles for Responsible
Investing (PRI)

Maintains:
• Strong ESG integration capabilities
• Internal ESG ratings
• ESG guiding policies
• PGI ESG Investment Council

Principle 1
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Strategy
As stewards of ownership stakes in businesses,
Principal Global Investors is in a privileged position
to engage with and influence companies to foster
sustainable stakeholder relations in a manner that
accrues longer-term societal benefits while also
reducing investment risks and drives better client
experience and outcomes. Through engagement, our
analysts meet with senior executives and investor
relations of the companies we invest in to discuss a
range of topics relevant to our investment theses,
including material sustainability issues and topics
such as company ownership, board membership,
and remuneration.
As a global firm, we are proud to serve clients
of many different types around the world. This
requires a substantial commitment to ensure
that our investment decisions are suitably aligned

with each client we serve and with the governing
fiduciary standards of each jurisdiction in which we
operate. That includes tailoring to differing social and
environmental priorities of clients and their specific
fiduciary standards.
Principal Global Investors has an ESG Working Group
that utilises cross functional representation, including
senior leaders from our global asset management
platform and oversight provided by our firm’s
operating committee. ESG integration occurs across
all asset classes, where relevant, with the approach
determined by each investment team’s unique and
differentiated investment process. Depending upon
the outcomes each investment team is seeking, many
of them have created their own ESG teams, dedicated
resources, and implementation structures.
The following graphic shows aligned collaboration
between investment management and the enterprise.

ESG Focus at Principal
Aligned collaboration between investment management and the enterprise

Principal Financial Group “PFG” Board

PFG ESG Task Force

PGI ESG Working Group

Alignment and
collaboration
across the
business

PGI ESG Investment Council

Investment Teams’ Working Groups

Principle 1
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This Stewardship Code (the Code) covers Principal
Global Investors LLC, Principal Real Estate Investors
LLC, Post Advisory Group LLC, and Spectrum
Asset Management Inc. (together, Principal Global
Investors). Principal Global Investors LLC also includes
the specialised investment management teams
Principal Global Equities, Principal Fixed Income,
Aligned Investors, and Edge Asset Management.
Principal Global Investors’ multi-team approach
means investment teams have the freedom to focus
their time and expertise on managing assets as they
deem appropriate. As such, there are two investment
teams that take a differentiated approach to the
principles described in the Code and are, therefore, not
included in this Code:
• Finisterre Capital, an internal investment
management team, focuses on managing emerging
market fixed income strategies, and the relevance of
the Code and ability to implement it is particularly
limited. While Finisterre Capital generally supports
the objectives that underlie the Code, they have
chosen not to commit to it.
• Origin Asset Management, LLC employs a
systematic approach to investing in listed equities
and does not believe in meeting with company
management in order to ensure all companies are
assessed with a uniform dataset at a single point in
time. Consequently, while Origin Asset Management
generally supports the objectives that underlie the
Code, the Code relates only to limited aspects of its
activities, and they have chosen not to commit to it.

Culture
At Principal, diversity and inclusion are at the core of
our belief system. We strive to create a welcoming
environment where employees can grow personally
and professionally. We foster:
Connected community
• This includes Employee Resource Groups (ERG)
and women’s networks where more than 4,000
employees are engaged.

Principle 1

• The ERGs represent areas of focus that matter both
to our employees and customers, including gender
equality, LGBTQ+ issues, racial equality, enabling all
abilities, and valuing military experience.
Recruiting diverse employees
• We have internship programs and partner
with organisations/colleges to recruit groups
underrepresented in our field, including women,
veterans, people of color, and individuals with
different abilities.
• In 2018, we worked with the Greater Des Moines
Partnership to create an Inclusion Guide, a
multicultural handbook.
Women in the workforce
• Our executive management team of 11 people
includes five women.
• Women comprise nearly 50% of our management
staff and executive team.
• Women in leadership ERG holds numerous events
and activities.
Management diversity
• Our Board is comprised of 55% women and
people of color.
Furthermore, we seek diversity and inclusion in the
culture of the companies we invest in on behalf of
our clients. This results in better perspectives, deeper
collective intelligence, societal benefits, and, in turn,
long-term sustainable value creation.
Lastly, to continue to drive innovation within
Principal Global Investors, we’ve also embraced
the cognitive diversity benefits of our global team
structure through purposeful collaborations amongst
team members with different backgrounds and
perspectives. We encourage similar principles in
our conversations with companies to improve and
enhance the sustainability of their businesses through
ongoing change and innovation that ultimately drives
long-term value creation.
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PRINCIPLE 2:

Governance, Resources and Incentives

Activity
At Principal Financial Group, we have developed, and
continue to improve, detailed governance structures
and processes appropriate to each part of the
business that are directly related to the oversight and
accountability of our stewardship practices.
On a corporate level, an ESG Task Force has been
established to work directly with the Principal
Financial Group, Inc. Board (the Board) to establish
a cross business ESG strategy and execution
plan, especially on stewardship-related matters.
The Executive Director of Investments and Client
Solutions of Principal Global Investors is connected
to the wider ESG strategy and implementation
across Principal Financial Group, as he also sits on
the Principal Financial Group ESG Task Force, which
comprises senior executives from different parts of
the organisation.
The role of the ESG Task Force is to ensure that
material ESG issues help guide our business decisions,
shape our overall ESG strategy, and continually
engage with stakeholders. Chairman, President, and
CEO Dan Houston appoints leaders from across the
organisation to the task force.
As the asset management division of Principal
Financial Group, Principal Global Investors has an
established ESG Working Group led by the Executive

Director of Investments and Client Solutions and
comprising representation from senior leaders
across all relevant areas of our global asset
management teams.
Principal Global Investors ESG Working Group
includes representation from the core ESG team,
Product Strategy, Compliance, Law, Marketing,
Distribution, and other critical functions and is
integrated across its global asset management
business to provide consistent delivery of our ESG
strategy, including stewardship activities, to ensure
that Principal Global Investors continues to develop
its role as an ESG leader with clear vision and robust
policies and procedures.
Activities for Principal Global Investors ESG
Working Group include:
• Establish clear ESG vision and strategy across
the Principal Global Investors asset management
platform globally;
• Incorporate vision into strategy by working
closely with all teams to ensure ESG methods are
integrated consistently and in alignment with the
vision; and
• Set and review policies and procedures and work
with teams to ensure robust implementation.

ESG governance
We’re putting our values and purpose first to support the expectations of our stakeholders.

BETH WOOD
Chair, SVP, Chief
Marketing Officer

Principle 2

MIRIAM LEWIS
Chief Inclusion
Officer

KEVIN FARLEY
Vice President,
Enterprise Worksite
Services

CHRIS REDDY
Executive Director,
Investment & Client
solutions

JO CHRISTINE MILES
Director,
Principal® Foundation &
Community relations
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ESG oversight
and collaboration
Principal Global Investors ESG Working
Group translates client ESG preferences
into investment solutions.
CHRIS REDDY
Executive Director,
Investment & Client solutions

DANIELA SPASSOVA, CFA
Managing Director,
Investment & Client solutions

Principal Global Investors also has its own ESG
Investment Council led by the Managing Director of
Investments and Client Solutions. The objectives of
the Principal Global Investors ESG Investment Council
are as follows:
• Serve as the connective hub of ESG information in
Principal Global Investors;
• Create ESG consistency across investment teams
within Principal Global Investors;
• Share ESG best practices and provide support to all
investment teams;
• Assist Principal Global Investors investment teams
in formulating ESG strategy and reporting.
The Principal Global Investors ESG Investment Council
is also responsible for producing and submitting our
annual United Nations Principles for Responsible
Investment (UN PRI) submission.
Principal also has dedicated ESG resources, including
individuals from Real Estate, Equities, Fixed Income,
Product, Strategy, and Marketing. In addition to the
ESG Strategist at Principal Global Investors, Principal
Real Estate Investors has a dedicated Sustainability
Director. ESG integration occurs across all asset
classes, where relevant, with the approach determined
by each investment team’s process. Depending upon
the outcomes each investment team is seeking, many
of them have created their own ESG teams, dedicated
resources, and implementation structures.

Principle 2

Given the scope of our global asset management
business and, in particular, the different asset classes
we work with, the rationale for our chosen approach
to ESG and stewardship governance structure and
processes is to ensure that all areas of the business
are represented at a strategic level while maintaining
the independence to develop dedicated and individual
ESG approaches within the overall vision.
This structure also allows for the governance and
oversight teams to understand the differing nature
of the various parts of the business and to react and
continuously improve our policies and processes
accordingly, in alignment also with Principle 5.
Ensuring that senior leaders oversee the governance
and oversight, and that those senior leaders are also
involved at a Principal Financial Group level, increases
the accountability of the governance teams and
ensures a consistent and effective integration of our
ESG and stewardship practices.

Appropriately Resourcing Stewardship
Organisational and workforce structures
Stewardship activities are a part of each equity
investment team’s separate philosophy and process.
Engagement with corporates and participation in
industry and sector collaborative engagements
are core responsibilities for our more than 100
equity investment professionals, such as Research
Associates, Analysts, and Portfolio Managers, with
an average industry tenure of 19 years and 14 years
with Principal Global Investors. Our investment
professionals typically have a Master’s degree and/
or CFA credentials, and they represent 14 different
spoken languages and 25 different fields of study
from over 80 different academic institutions.
Investment in systems, processes, research,
and analysis
Principal Global Investors utilises our equity
shareholder advantage, to create direct engagement
opportunities whenever possible. However, we also
utilise the services of over 160 third-party research
providers and broker-dealers to further enhance
our research process as well as help facilitate direct
engagement with corporates. Some of our equity
investment professionals have access to tools that
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can help track and support engagement activities and
outcomes. We have identified this as an area needing
further improvement, so we can better facilitate the
process across all equity investment professionals.
In 2021, we will implement a tool and the services
of CorpAxe, a leading provider of direct corporate
access, which will allow Principal Global Investors to
more effectively track engagement and outcomes
consistently across all teams, provide enhanced timely
access and administration of the engagement process,
as well as create additional direct access to a wider
universe of corporate resources, lessening the reliance
on third-party facilitation.
Service providers
Principal Global Investors has a dedicated working
group responsible for developing and monitoring our
proxy voting policy across all vote themes as well as
providing oversight of all matters related to proxy
voting, including the services of our third-party proxy
research and administration provider, Institutional
Shareholder Services (ISS). Our Proxy Working Group,
formed in 2016, consists of investment professionals,
Equity Analysts, and Portfolio Managers that have
an average industry tenure of 17 years and are
representative of all of our equity strategies. Most
of these investment professionals also serve on the
Principal Global Investors ESG Working Group. The
Proxy Working Group membership also includes
representatives from Operations and Compliance. In
2021, we will modify our working group to become
a formalised Committee with reporting obligations
to the Principal Global Investors Risk Management
Committee and the Principal Global Investors
Operating Committee. The responsibilities and
membership will be similar to that of our current
working group. However, it will also include members
of Risk, Compliance, Legal , and the ESG Group and be
responsible for reviewing and establishing the annual
Principal Global Investors voting guidelines (vote
policy implemented by ISS).
We partner with ISS to inform our development of
the policy, gather information necessary to execute
the policy, and administer the voting process. In
some cases, we utilise sustainability policies as well
as the working group’s ability to customise the ISS
recommended policy to best meet our needs, as they
deem appropriate. Although we do have custom
Principle 2

polices in place and will utilise the exception process
to deviate from a policy if the investment analyst
recommends such approach, our preference is to
work with ISS to move standard policy in a direction
consistent with our views for fostering governance
policies that preserve and drive long-term shareholder
value. We don’t want to be the only ones voting for
a good policy. We would like to bring other investors
along with us, and there’s no better way to do that
than by helping shape ISS’s standard policy.
Technology
At Principal Global Investors, we make extensive
use of technology to enhance the effectiveness and
efficiency of our investment processes. Through
extensive capital investment and ongoing research
and development, our process is supported by a
comprehensive proprietary platform of powerful
analytical, portfolio construction, risk management,
and operational systems, as well as third-party
systems and data providers. This is comprised of,
but is not limited to an array of analytical systems,
portfolio rebalancing, trade management, monitoring
tools, company and industry research, portfolio
construction, and risk management systems.

Compensation and Performance Management
Principal Global Investors offers investment
professionals a competitive compensation structure.
The objective of the structure is to align individual
and team contributions with client performance
objectives in a manner that is consistent with industry
standards and business results. For us, this means
ensuring that our fiduciary duty to act in the longterm best interests of our clients is robustly reflected
in our compensation and performance structure.
Compensation for investment professionals is
comprised of fixed pay (base salary) and variable
incentive components. As team members advance
in their careers, the variable incentive opportunity
increases in its proportion commensurate with
responsibility levels. Variable incentive takes the form
of a profit-based incentive plan with funding based
on pre-tax, pre-bonus operating earnings generated
by the team. The plan is designed to provide line
of sight to team members, enabling them to share
in current and future business growth (profits of
the team) while reinforcing delivery of investment
PGI UK Stewardship Code Report 2020 | 10

performance, long-term business growth, team
collaboration, regulatory compliance, operational
excellence, client retention, and client satisfaction.
Investment performance is measured against
relative client benchmarks and peer groups over
one-year, three-year, and five-year periods, calculated
quarterly, reinforcing a longer-term orientation and
actively discouraging short-termism across all asset
classes. While portfolio level performance outcomes
are the largest driver of variable compensation,
all awards for investment personnel include a
significant discretionary component to recognise
individual contributions, including attribution analysis,
communication effectiveness, process alignment, and
team collaboration.
Awards from the profit share plan are delivered in
the form of cash or a combination of cash, Principal
Financial Group restricted stock units (RSU), and
fund deferrals (money is aligned with funds managed
by the team). The amount of incentive delivered in
the form of RSU and fund deferral awards depends
on the size of an individual’s incentive award as it
relates to a tiered deferral schedule. RSU and fund
deferral awards are subject to a three-year cliff vesting
schedule. The overall measurement framework
and deferred components are well aligned with
our desired focus on clients’ objectives (e.g., longterm investment performance or fund deferrals),
alignment with Principal shareholders (e.g., RSU),
and talent retention.

Principle 2

The Principal Financial Group risk management
program provides a risk assessment framework to
ensure incentive programs appropriately support
the group’s business strategy; do not encourage
excessive risks, lead to perverse behaviours, or have
other negative, unintended consequences (damage
to reputation); do not lead to material losses, when
possible; are compliant with all appropriate local
legislation and regulation; and are fair and balanced,
resulting in durable compensation practices. Principal
Global Investors Chief Risk Officer ensures the
objectives of the risk management program are met
and that any unmitigated incentive compensation risk
is effectively managed.

Outcome
With senior executives from different parts of the
organisation leading and collaborating across the
Principal Financial Group ESG Task Force, ESG
Working Group, and ESG Investment Council, to
guide ESG strategy, foster collaboration across
Principal Global Investors business teams, and
act as a connective hub of ESG information for
Principal Global Investors, we believe our efforts
and organisational structures have been effective
in supporting stewardship activities. We continue to
review and assess our governance structures and
processes to ensure they effectively support our
evolving stewardship efforts, and we look forward to
reporting on this in the future.
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PRINCIPLE 3:

Conflicts of Interest

Context
Principal Global Investors is fully committed to
the highest standards of ethical and professional
behaviour, a critical part of which is the identification
and management of potential or actual conflicts of
interest. In accordance with our beliefs and standards,
and in compliance with the global regulatory
environment in which we operate, we have developed
a detailed suite of policies and procedures to assist
in the identification and mitigation of conflicts of
interest, including but not limited to our Code of
Conduct,2 Code of Ethics, and Trade Allocation policies
(together, our Conflicts Policies).
We expect all our employees to adhere to our high
standards and to the processes we have in place when
managing any potential conflict of interest with our
clients and to always act in the highest ethical and
professional manner. We require all employees to
apply our Conflicts Policies in a fair and appropriate
manner, acting in the best interests of our clients and
ensuring that conflicts do not have an adverse impact
on those interests. Failure to adhere to our Conflicts
Policies can lead to disciplinary action, up to and
including dismissal.
Assurance and effectiveness of our Conflicts Policies
is monitored by Compliance as part of policy review
referenced in Principle 5. All Conflicts Policies are
reviewed annually and updated where necessary. All
staff are required to complete mandatory annual
Code of Conduct training to reinforce the obligation
on employees to identify, manage, and report conflicts
that arise within their functional roles.
It is important to us to implement and maintain these
policies as it ensures that we practise, amongst other
things, good governance, and we as a global group of
companies, our staff, and our representatives adhere

2

to the best possible standards of good governance in
a transparent, holistic, and sustainable manner.
Some of the main aspects of our Conflicts Policies are
summarised as follows:
Identifying Conflicts
As a global organisation, we recognise that conflicts
may arise in multiple ways across the business,
affecting different parts of our operation, different
jurisdictions, and across the various services and
products we provide to clients. Being able to identify
and manage conflicts at a global level is central to
ensuring our high standards of professionalism are
maintained.
A non-exhaustive list of potential conflict areas:
• Employee: Conflicts may exist with employee
personal account dealing, business gifts and
entertainment receipt/provision, United States
political contributions, and engagement in outside
business activities.
• Affiliate/business relationships: Conflicts may exist
with affiliate relationships, board memberships,
broker-dealer relationships, and client access to
information (e.g., side letters).
• Investment: When managing multiple accounts,
conflicts may exist in the allocation of investment
opportunities. We may also invest in securities
issued by a company who has engaged us to
manage assets on their behalf.
• Fees: Conflicts may exist where we manage
accounts side by side and charge differing fees to
those clients and where certain accounts pay a
performance fee.

Our Code of Conduct is available on our website.

Principle 3
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Conflicts Management
We seek to identify and mitigate conflicts to the
extent possible through the implementation of
various policies and procedures, such as:
• Code of Ethics policy, which requires reporting
of employee personal securities accounts as
well as pre-clearance of personal trades, certain
transactional restrictions, and preclearance and
disclosure of U.S. political contributions.
• Insider Trading policy, which requires reporting
of potential material non-public information
and trading restrictions while in receipt of such
information.
• Outside business activity reporting and preapproval
requirements, gifts and entertainment reporting
and approval requirements, as well as set allowable
thresholds.
• Trading policies on the fair and equitable practices
for trade aggregation and allocation, cross trading,
best execution, treatment of commissions, proxy
voting, and prohibitions on manipulative trading
practices related to client accounts and portfolios.
Global Conflicts Management
As a global asset manager with multiple investment
teams, we have implemented various systems and
controls to identify, prevent, and manage conflicts
of interests globally, many of which are outlined and
implemented at Principal Financial Group, Principal
Global Investors investment teams, and all regional
levels, including the U.K. and European jurisdictions.
These include but are not limited to the following
Principal Financial Group policies:
• Conflicts of Interest
• Global Code of Conduct
• Investment Research
• Gifts and Entertainment Policy and Standards
• Anti-Bribery and Corruption Policy
• Travel and Entertainment Policy
• U.S. Political Activity and Government
Relations Policy
• Insider Trading Policy

Principle 3

We explain how our Conflicts Policies may be relevant
to, and are applied to, stewardship in the Activity and
Outcome section below.

Activity and Outcome
Our Conflicts Policies cover a wide range of
potential or actual conflicts that may impact our
business, products, services, and clients. Within our
identification and management of conflicts, we also
consider how these may impact our stewardship
activities, which could include:
• where we choose to engage with an investee
company that is also a client of ours;
• where we hold voting rights in a company that is
a shareholder of a Principal entity;
• where the engagement priorities of our
clients differ;
• where an employee has a personal relationship with
a senior officer of, or otherwise an outside activity
associated with, a company with whom we engage.
We did not identify any material conflicts during 2020
that were not appropriately mitigated through our
existing conflicts management policies and processes.
Examples of how we have identified, managed, or
otherwise addressed potential or actual conflicts
relating to stewardship include:

Conflicts of Interest Related to Proxy Voting
We have identified that conflicts may arise from time
to time in relation to our proxy voting. To assist in
conflict mitigation efforts related to proxy voting, we
engage with ISS. ISS provides corporate governance
advisory and proxy voting services and research on
individual companies for which we are eligible to vote
as well as vote administration for such ballots.
When our clients have given us the discretion to
vote, the portfolio manager/s votes on all their
investee companies’ motions in consideration of
the best interests of each client. The portfolio
managers determine what is best for the clients
based on investment objectives and relevant voting
preferences. In adherence with the Proxy Voting
Policy, portfolio managers are required to receive
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approval from the Compliance department prior to
deviating from the ISS’s vote recommendation.
In all instances, we aim to ensure our clients’
best interests are being served. In exceptional
circumstances, consultation with senior management,
Compliance, Legal, and/or the client whose account
may be affected by the potential conflict may occur
before a decision on how to vote is made. To avoid any
specific conflict of interest with our parent company,
Principal Financial Group, we do not invest actively
managed portfolios in shares of our parent company.
We would also seek to avoid any conflict of interest
when voting on an investee company’s resolutions if
that company were also a client of Principal Financial
Group.
Proxy votes cast in accordance with the Guidelines
and ISS Recommendations are generally not
viewed as being the product of any conflicts of
interest because such votes are cast pursuant
to a predetermined policy based upon the
recommendations of an independent third party.

Conflicts of Interest when Allocating
Investment Opportunities
Principal Real Estate recognises the importance
of transparency and fairness in the allocation
of potential investment opportunities. This is
particularly important in private asset classes, which
have heterogeneous assets that cannot be readily
replicated.
Ideally, we seek to avoid mandates that are directly
competing or being placed into a situation where
conflict of interest with a fund or a client may appear.
However, such situations can arise, for example
as investment strategies evolve over time and
markets change. COVID-19 is a good example of a
structural change, with many more investors now
seeking specialist asset classes, such as datacentres
or logistics, and wishing to add such assets to their
investment strategies.

The three main conflicts that may arise are:
(1) Conflict of interest between two separate
funds/clients that are competing for the same type
of investment opportunity.
Where two or more client mandates are equally well
placed to acquire an investment, a rotation log is
created. The first such asset is allocated to the longest
standing client. Following the successful conclusion
of the transaction, that investor moves to the bottom
of the log. Subsequent opportunities are offered to
the next highest investor on the log. A nursing home
investment in Germany was recently allocated on
this basis.
(2) Where one client is selling an asset that another
client may wish to acquire.
In such situations it could be the case that the client
wishing to acquire the asset is the best buyer, and so
it is in the interest of both parties that the potential
purchaser is allowed to bid. Here, the vendor is
informed of the situation, and, if they agree, a separate
team is formed to represent the potential buyer, with
clear segregation of information and duties. The asset
in question is exposed to the market using a suitably
qualified third party. The potential “internal” purchaser
is treated in exactly the same way as third-party
bidders, and the successful party is selected based
upon the best interests of the vendor. Such a situation
occurred when one segregated account client wished
to exit a pan-European portfolio, and a well-respected
pension fund consultant wished to work with us to
create a diversified core fund on behalf of its investors.
(3) Conflict of interest between Principal Real Estate
and a fund/client.
When Principal Real Estate is directly conflicted, the
situation is disclosed, and the fund/client’s interests
put first. In addition, there is segregation of duties
between the Management Committee that looks
at running and developing the business and the
Investment Committee that focuses only on the
investment rationale and suitability for the client.
Such conflicts are rare, as we believe the long-term
interests of Principal are best served by always putting
the interests of our clients first.

Principle 3
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Conflicts of Interest with Portfolio Manager
Personal Trading
Specific conflicts may arise when investment
personnel (portfolio managers, traders, etc.) engage in
personal trading activity. For example, it is important
that a portfolio manager’s personal security
trading has no effect on decisions they make for the
mandates they manage. To mitigate these conflicts of
interest:
• No portfolio manager may personally transact
in securities that are held or traded in an actively
managed mandate for which they are responsible.
• Portfolio managers must obtain approval to
transact in securities as well as in certain reportable
funds (including the fund they manage at Principal).
• All staff must seek approval to transact in securities,
and those that have access to real-time trading data
are prohibited from trading a security within seven
calendar days before and after the firm’s portfolios
have transacted in the same security. This blackout
period runs for a total of 15 calendar days.

Principle 3
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PRINCIPLE 4:

Market-wide and Systemic Risks

Activity
As we are one of the largest asset managers in the
world, with our investments covering all asset classes
and a wide span of jurisdictional exposure and client
needs, ensuring that we identify and respond to
internal, external, market-wide, and systemic risks is
essential to the success of our business, our client
outcomes, and, more widely, a well-functioning
financial system.

Active Risk Management: A Key Management
Philosophy for Principal
We identify and respond to internal, external, marketwide, and systemic risks, as appropriate, through our
Enterprise Risk Management Program.
Active risk management is an essential component
of our culture and business model within Principal
Financial Group and Principal Global Investors.Our
Enterprise Risk Management Program includes a Chief
Risk Officer, whose team operates independently from
the business units and investment boutiques, and an
Enterprise Risk Management Committee, comprised
of members from the Executive Management Team,
that provides enterprise-wide oversight of material
risks faced by the organisation. This includes specific
consideration and focus on market-wide and systemic
risks as they emerge and evolve.
Principal Global Investors and, ultimately, the
Board oversee execution and performance of
risk management responsibilities. The Board also
considers strategic threats, opportunities, and risks
that Principal and its businesses and investment
teams manage. The Chief Risk Officer and other
members of the Executive Management Team
provide reports to and have discussions with the
Board in relation to Principal’s risk profile, the impact
of external and systemic risks, and the way in-flight
strategic initiatives intersect with market-wide and
systemic risk considerations. The Board receives
updates from management on how we are responding
to and managing market-wide and systemic risk
Principle 4

issues. Examples of topics discussed in 2020
include: COVID-19; Climate Risk; Ransomware; and
Macroeconomic Risk Factors.

Aligning Investments and Risk
Principal’s specialised investment team model
empowers our investment professionals to focus their
time and expertise as they deem appropriate for their
management processes when investing, including
assessing, measuring, and monitoring investment and
market risks on their investments.
Each of the investment teams has integrated relevant
market-wide and systemic risk monitoring into their
investment processes in a way that is appropriate for
their asset class.
Global Equities
Our equity teams follow an investment process
that is research-driven and focused on bottom-up
stock selection, not bold calls on macro conditions.
Macroeconomic views are incorporated into
each investment team’s process, and our team of
economists provides insights. We seek to deliver
consistent outperformance over full market cycles,
and, therefore, we embrace sophisticated risk
management techniques. We align portfolios to
maximise stock-selection skills and minimise market
risk. Given the bottom-up character of our approach,
portfolio risks and, therefore, tracking error budget
tend to be almost entirely residual risk (i.e., stock
specific) by design. We continually monitor active
risks and limit the portfolio’s exposure relative to
the recommended benchmark based on individual
security, country, sector, and style bias concentration.
Our tools allow for real-time analysis and modelling
of portfolio risks relative to a benchmark or
exposure to common factor risks. We supplement
that analysis with detailed stratification analysis
of portfolio holdings in terms of region, country,
sector, industry, individual position weights, market
capitalisation distribution, beta sensitivity, as well
PGI UK Stewardship Code Report 2020 | 16

as various aspects of macroeconomic sensitivity,
such as interest rates, commodity prices, and foreign
exchange influences, among other dimensions. We
also utilise a supplemental proprietary risk monitor to
evaluate and manage common systematic risk factors
most relevant to our stock-selection philosophy and
process. Specifically, we evaluate valuation dispersion
among key characteristics and across various
groupings of stocks (e.g. defensives versus cyclicals)
over time. This analysis provides a framework for
assessing prevailing levels of various risk premia over
time and to assist in identifying market dislocations
and crowding where typically desirable attributes may
become vulnerable to reversal. Coupled with our focus
on sustainable earnings trends from a bottom-up
perspective, our approach provides a more dynamic
perspective on risk/reward trade-offs across a broad
opportunity set and across stages of a market cycle.
We have integrated ESG analytics in our process
and monitoring tools at the company specific level
and portfolio level, where appropriate. This equips
our analysts and portfolio managers with companyspecific ESG scores, but more importantly with trends
in the scores and underlying measures over time as
well as notification of potential controversies and
other notable ESG risk considerations. Each company
has an overall ESG score along with the underlying
scores in each of the Environmental, Social and
Governance categories.
Our process has served us well in both up and down
markets. Our investment philosophy is long term
in nature and rooted in the belief that, over a full
investment cycle, underlying company profitability
and property cash flow growth prospects most
directly drive stock performance. We believe this
is especially true during periods characterised by
open and functioning capital markets, normal levels
of market volatility, semi-strong market efficiency,
and generally rational investor behavior. We believe
markets exhibit those characteristics the majority of
the time, and, thus, our investment process has been
designed to excel in the majority of time periods and
has done so on a consistent basis.
Global Fixed Income
Our portfolio managers, traders, and analysts analyse
risk and performance for each security and industry/
sector. Each industry/sector in the portfolio has a
Principle 4

realised tracking error/Value at Risk (VaR) limit (higher
than that of the total portfolio, given the correlation
benefits across the sectors) and performance
objective relative to the industry/sector’s respective
component of the overall benchmark. Exposure to
a single corporate issuer is tightly controlled, and
particular care is taken to limit the contribution
to duration associated with lower-rated credits.
We analyse predicted tracking error/VaR (ex-ante),
realised (ex-post) tracking error/VaR, and attribution
of excess performance to ensure we are taking the
risk exposures we intend to take and that we are being
appropriately compensated for those exposures.
From an ESG risk perspective, we utilise both external
and internal data sources. External sources include
ISS, MSCI, Moody’s, S&P, company disclosures, and
street research. Internal ESG risk scoring utilises
proprietary methodology and is completed at the
company level by internal analysts.
A subset of systemic risks such as climate change is
identified and measured using internal methodologies.
The internal ESG ratings methodology will incorporate
any issuer specific or industry-wide risks that might
affect the credit on a forward-looking basis. In our
fundamental analysis we are able to identify detailed,
specific ESG risks such as poor carbon reduction goals,
money laundering, and cybersecurity breaches. In
terms of businesses that breach international norms
or conventions, our goal is to avoid investments in
these types of issuers in the first place. If there were
such a breach, which is relatively rare within our
portfolios, we would consider a complete exit.
The COVID-19 pandemic is a recent and ongoing
example of a systemic risk, with epidemic and
pandemic risks specifically incorporated into the
special investment considerations and risks disclosure
in the relevant fund Prospectus. The inability or
reluctance of management to address material
ESG challenges like the COVID-19 crisis could
negatively impact key credit fundamentals, and, thus,
our investment recommendations. As a result, the
assessment of whether or not issuers are following
prescribed health protocols for its employees and
surrounding communities has been considered as a
specific key ESG concern.
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Global Real Estate
For our Principal Global Real Estate business there
are three major categories of risks that we monitor
as part of the portfolio management process:
property level, portfolio level (consolidated property
portfolio) and fund level (capital structure and
corporate entities). We manage these risks through
careful ongoing analysis, appropriate deal structuring,
and risk-related pricing, with active involvement
from our research group. We primarily focus on the
management of these risks (including ESG risks)
through annual business plans (including asset level
hold/sell analyses), quarterly client reporting, and the
Investment Committee transaction review process.
Real estate investment risk is assessed through the
transaction review process and overseen by the
Investment Committee, which is independent of the
fund manager and transaction team.

At an asset and portfolio level, investment risks are
identified and mitigated through annual business
plans and formal quarterly meetings, reviewing all
current portfolio holdings and compliance with
mandate restrictions. Quarterly meetings include
representatives from Asset Management, Operations,
Acquisitions/Dispositions, Research, and Accounting in
addition to the fund team.
Market risks are assessed on an ongoing basis through
the procurement of research reports and forecasting
and market commentary generated by the in-house
research team. This market data is incorporated
into both the underwriting of new acquisitions and
annual business planning for existing assets. Detailed
financial forecasting is prepared on the basis of
the market research looking at a range of potential
scenarios and informing hold/sell decisions for
existing assets or potential acquisition decisions.

CASE STUDY | Our Response to the COVID-19 Pandemic
As the pandemic unfolded during March 2020, the health and safety of our employees and their
families was our top priority. In the space of a few short days, we went to an almost 100% remote
working environment.
We established senior leadership groups, including a COVID-19 steering group, to supplement
our existing business continuity governance structures and oversee our response to the evolving
situation. We successfully navigated the market volatility of March/April 2020 and the evolving
situation globally with regard to the imposition and subsequent relaxation of local public health
restrictions (working closely and in collaboration with the relevant state agencies in the countries
where we have operations and employees). And, more recently, we have been cautiously developing
our return-to-the-workplace strategy, again in close collaboration with relevant agencies. At all
times, we have kept in close contact with our employees to understand their needs and concerns.
Our COVID-19 leadership structure remains in place, and its role continues to evolve.
From an investment management perspective, we held biweekly market perspective calls that
brought together investment professionals, economists, and key executives from across our asset
management business. Calls were led by the Chief Investment Officers from each boutique and
focused on discussions of liquidity and volatility management, views on activity in each asset class,
and analysis of actions being taken by governments and central banks.
In addition, we implemented weekly reporting to the Principal Executive Management Group
and the Board that included, among other things, updates on investment performance, liquidity
and redemption monitoring for our investment platforms, and results of stress tests for select
investment strategies.

Principle 4
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We also recognised our responsibility during the pandemic to the communities that we serve.
We raised US$6.7 million “virtually” for charitable causes through the Principal Charity Classic.
We donated over 180,000 meals to recipients in need through the Principal Foundation.

Example from our Real Estate Team
COVID-19 has had a significant impact on the way people interact with real estate and,
consequently, the ability of the occupiers to benefit from the space they lease and to pay their
rent. In our real estate investment business, we worked closely with the operators and tenants
of our portfolio of retail assets, hotels, and other impacted asset classes to ensure that requests
for rent forbearance and deferrals were dealt with in a responsible and sustainable manner.
Collaboration with tenants in genuine need of support allowed businesses to survive
and remain in occupation long term, which benefitted the occupier, landlord and broader
community. In other cases, allowing a tenant to surrender its lease provided the opportunity
to avoid insolvency and to allow a new occupier to commence trading without a long period
of uncertainty during a protracted legal process.
Inevitably some tenant requests were rather more opportunistic, and in these cases we stood
firm to support the interests of the investors. Having experienced local professionals on the
ground allowed reasoned decisions to be made swiftly, with clear communication to both the
occupier and end investor.

CASE STUDY | Our Response to Climate Change
In 2020, the Principal ESG Task Force agreed to adopt the Task Force on Climate-related Financial
Disclosure (TCFD) framework, which supports the assessment, pricing, and management of
climate risk. It is structured around four thematic areas that represent core elements of how
organisations operate: governance, strategy, risk management, and metrics and targets. We
will use the TCFD recommendations to further understand and increase the transparency of
Principal’s climate-related risks and opportunities. This will allow us to better prepare for the
impending shift to the low-carbon economy and the challenges of climate change in ways that
are most beneficial to our clients, employees, communities, and investors. Principal issued a TCFD
Index to enable comparable, decision-useful information for investors and other stakeholders,
regarding how we approach and manage climate risks and opportunities.
Principal is a participant member of the United Nations Global Compact (UNGC), which focuses
on achieving the UN Sustainable Development Goals (SDG). Climate Action (SDG 13) is a major
component of the work this organisation focuses on. We are active members of the UNGC and
participate in conversations around emission reductions and net zero goals. Additionally, we
complete the CDP report each year and report against TCFD guidelines in order to enhance
transparency around carbon reporting.

Principle 4
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Industry-wide Engagement
By definition, market-wide and systemic risks cannot
be managed or mitigated by acting alone.
Principal firmly believes and demonstrates the
importance of participation in industry initiatives to
support and promote the continued improvement
of the functioning of our financial markets. We
participate in and actively engage with various
institutions, councils, associations, and forums across
various levels of the organisation, including but not
limited to the following U.K., U.S., and global bodies.
We are able to engage and influence stakeholders and
policy makers on a broad range of issues that impact
our industry and, therefore, stay on the forefront of
best practices through these groups:
• Member of 100 World’s Most Ethical Companies
(Ethisphere Institute)
• A+ rating, Strategy and Governance Module,
(UN PRI)
• Member of U.K. Investment Association (IA),
including active participation on a number of
committees, industry calls, and working groups
and including its Strategic and Business Risk
Committee, which examines market-wide and
systemic risk issues across the U.K. Investment
Management industry

• Member of the Global ESG Benchmark for
Real Assets (GRESB)
• Member of ICI and SIFMA, actively participating
on industry group calls on market-wide issues that
impact the industry
• Participant in numerous industry associations
and forums including but not limited to the North
American CRO Council, The Disaster Recovery
Institute, as well as industry research data forums
(i.e. Gartner) to keep informed on relevant industry
trends and systemic and emerging risks.
Industry organisations have also recognised us for our
ongoing commitment to excellence in ESG. We are
very proud of what we have achieved for our clients
and investors and for the recognition our efforts:
• Signatory to the UN Global Compact
• GRESB 4 Star Rating 2020, Fifth Consecutive Year
• Energy Star Partner of the Year, Sustained
Excellence 2018–2021
• Green Lease Leader, Gold Recognition
For further examples of our participation and
collaboration with industry initiatives, refer to
Principle 10.

• Member of Financial Services Information
Sharing and Analysis, the only industry forum for
collaboration on critical security threats facing the
global financial services sector

Principle 4
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PRINCIPLE 5:

Policy and Procedures Review, Assurance and Effectiveness.

Activity
Our policies
Principal considers all of our enterprise policies and
standards to be an important part of our governance,
risk management, and compliance strategy. Policies
define acceptable practices in business operations in
accordance with applicable laws, regulations, and our
mission and core values. Standards define what we
will do to achieve the related policies.
Many of our enterprise policies and standards directly
impact, and are intended to ensure the effective
operation of, our stewardship activities. These include
but are not limited to:
• Conflicts Policies as further detailed in Principle 3;
• Responsible Investment Policy as further detailed in
Principle 7;
• Supplier Management Policy as further detailed in
Principle 8; and
• Engagement Policy as further detailed in Principle 9.
Our disclosures against each of these Principles
support our Principle 5 disclosure by demonstrating
both the effectiveness of our policies and how we seek
continuous improvement.

How we review our policies to ensure they
enable effective stewardship
All polices are generally reviewed at least
annually by the relevant business owner and/or
governance forum.
Each review is carried out to:
• Ensure that the policy remains appropriate and
reflects the high standards to which Principal
wishes to adhere; where relevant, this will include
taking into consideration the Principles of the
Stewardship Code.

Principle 5

• Ensure the policy’s continued effectiveness in
meeting business objectives and obligations.
• Identify any material changes in the business
activities that would impact on the effectiveness of
the policy or would require change to the policy.
• Identify any new risks or conflicts of interest.
• Find any changes to applicable laws or regulations
that might suggest a need to revise the written
policies and procedures.
• Look for any areas of potential improvement.

Assurance in relation to stewardship
We operate a level of internal assurance to ensure
that our policies and standards are effective from a
stewardship perspective.
The output from each policy review, including all
recommended changes to those policies, is reviewed
and approved by the relevant teams and business
leaders, relying on the expertise of teams who
understand our business and activities and so are
best placed to provide knowledgeable and robust
challenge and support.
Generally, Principal Global Investors Operating
Committee provides internal assurance by
promoting good governance structures and
oversight of all business units, including those
related to our stewardship activities. However, as
we review opportunities to evolve and enhance our
stewardship reporting and activities in the future,
we plan to provide for internal assurance through
an oversight committee with a specific focus on ESG
considerations.
As this element of our business continues to evolve
and the demands on our teams and on the disclosure
we provide become more stringent, we recognise
that an external review may become an appropriate
way of ensuring we maintain the highest standards
of stewardship.
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How we ensure our stewardship reporting is
fair, balanced and understandable
U.K. Stewardship Code Review
Principal’s U.K. Stewardship Code is reviewed annually
by the leaders of Principal’s ESG Working Group,
Principal Global Investors (Europe) Management
including our Board, as well the investment team
representatives who report into the ESG Working
Group.
In future reporting cycles, an additional layer of
responsibility for ensuring our stewardship reporting
is fair, balanced, and understandable will sit with the
ESG Working Group.

in a consistent manner. This enhancement to our
information sharing and tracking is due to recent
external portal investment, streamlining availability
to our research analysts, by interested external
research providers and corporate management. This
will further expediate engagement on time-sensitive
vote topics. We will continue to enhance our tools to
help further engagement and voting initiatives.
• In addition, we conduct ongoing evaluations of our
voting philosophy across all strategies against our
Proxy Voting Guidelines and alignment with the
global markets in which we participate.

Outcome
As explained above, we operate a robust and
comprehensive review process for our policies
and standards, with the intention of ensuring we
strive for continuous improvement. The process for
improvement is not limited to the annual review
but conducted throughout the year, in line with our
standards.
Examples of this include:
• We have a constant process of improvement in
how we support our responsibilities to our clients
regarding proxy voting. We have evolved the role of
the Proxy Working Group specifically regarding its
oversight of our third-party partners in the proxy
voting process.
Our voting and company engagements are tracked
throughout the year allowing us, amongst other
things, to prepare for any upcoming votes, for the
regular review of our engagement priorities and
to ensure that we are—whenever possible—acting

Principle 5
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PRINCIPLE 6:

Client and Beneficiary Communications

Context

• Quality of our research

A Global Asset Management Leader

• Global reach of our business

When clients choose to invest with Principal Global
Investors, they gain access to the full breadth
and depth of our global investment management
expertise in addition to the U.K. and European-based
teams. As of 31 December 2020, Principal Global
Investors manages US$544.9 billion of assets. Our key
areas of strengths include:

We work alongside our clients and their financial
professionals to ensure we meet their investing
objectives. However, this cannot be a one-size-fitsall approach, and we take a client-centric approach
to considering the investment strategy based on a
number of factors, including the length of investment
time horizon, asset class, relevant geography, and the
specific needs of the particular clients, including ESGrelated needs.

• Breadth of our capabilities
• Results we achieve for our clients

AUM and Client Distribution
FIGURE 1 | Asset Class Mix
Equities | 39%
Fixed Income | 44%
Real Estate | 16%

We have a diverse range of asset classes
that are managed globally by our specialised
investment teams.

Alternatives | 1%

FIGURE 2 | Client Type
Corporate | 43%
Public/Governmental | 7%
Insurance | 47%
Other | 3%

We predominantly manage assets for institutions,
and any retail assets are generally via
intermediaries.

(Family Office, Non-Profit, Union)

FIGURE 3 | Client Location

Americas | 90%
EMEA | 4%
APAC | 6%

Principle 6

While we are headquartered in the U.S., we have been
growing our global footprint steadily and now have
clients from more than 70 countries. Europe and the
U.K. are a very important part of our growth plans,
and our European base of operations in the U.K. and
Europe has the greatest number of employees of
Principal Global Investors outside of the U.S.
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Activity

Client Investment

As part of our client-first focus, we believe that
communication with our clients in all contexts is key,
including in relation to our stewardship activity. This
involves engaging with and listening to our clients as
well as reporting to them on the outcomes achieved.
Active engagement with our institutional clients is
embedded into our relationships.

During the negotiation of the investment
management agreement, we actively seek each
client’s views on how they want us to manage their
assets to ensure their investment preferences and any
specific investment objectives they have thoroughly
defined, including risk tolerance, investment limits, and
account-specific ESG criteria amongst other items. We
empower our clients with choice and recognise there
isn’t a one-size-fits-all approach. We collaborate with
our clients in a customised way to determine what
type of engagement and investments best support
their values and goals.

The first element of communication is listening to our
clients. We seek and receive our clients’ views in the
following ways:
Client Relationship
The Principal Global Investors client relationship
management team is made up of experienced client
relationship managers and client service personnel
who are globally dispersed in order to be as close as
possible to our clients. Every institutional client is
allocated a dedicated client relationship manager who
works towards forming a trusted partnership with the
client, overseeing the negotiation of the investment
management agreement, handling day-to-day
enquiries, and organising client review meetings with
the portfolio managers.
Assigning a dedicated client relationship manager
allows us to engage directly with the client to ensure
they have a single point of contact with the firm, to
resolve questions or concerns, and to understand their
needs. We strive to make the onboarding experience
as seamless and streamlined as possible to set the
stage for a long-term valuable relationship.
For example, we assigned a senior member of
our client relationship management team to be
responsible for an Irish Pension Fund client. When
we conducted our client onboarding meeting, they
were introduced and maintained regular contact
throughout the process. This has built up a strong
foundation with the client, and the continuity and
partnership aids the ongoing two-way dialogue
between us, which is something we foster with
all our clients. Naturally we will adjust the level of
engagement depending on the client requirements
rather than a one-size-fits-all approach.
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Some clients may require a more customised
approach to their ESG investing, so we provide a
range of ESG portfolio construction options to
accommodate those needs. Our flexible investment
process allows us to manage investment strategies
to any universe a client may define. In order to
accommodate a clients unique ESG or responsible
investment preferences, we can tilt their portfolio
using an ESG rating methodology, both on an
absolute and relative to index basis, as well as screen
out any securities, industries, or countries that do not
meet their minimum entry requirements. Those views
will be codified into the investment management
agreement as well as into our portfolio monitoring
processes and will be the main conduit for ensuring
we meet the client’s requirements for their portfolio.
We choose this detailed and personal approach
to ensure that we embed a long-term relationship
with our clients and understand at the outset and
throughout the relationship the needs of our clients.
In this way, we are able to demonstrably manage
assets in alignment with client stewardship and
investment criteria.
The second crucial element of communication is
reporting to our clients on our stewardship activities:
• Clients receive reports on a monthly or quarterly
basis dependent on requirements. For those clients
that have stated ESG as an important part of their
investment thesis, we provide ESG specific reporting
(including stewardship) as part of their reporting
package; some examples are shown below.
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• Client portfolio review meetings will be held
quarterly, semi-annually, or annually as dictated by
the client’s preference. During the review meeting,
the client will be apprised of the performance of
their portfolio and market conditions as well as
given examples of how the ESG policy was followed
through and the effect it has had on the investment
decisions taken or engagements held. The meeting
will also act as an opportunity for the client to
discuss any changes to its investment or ESG
criteria they may be considering, which ensures the
client’s portfolio is always aligned and up to date
with their needs.

Evaluating Effectiveness

We make publicly available on our website3 all of our
policies outlining our long-standing commitment to
corporate stewardship, responsible investing, and ESG
issues:

From time to time, meetings will be arranged between
our clients and senior management at Principal Global
Investors whereby frank and honest conversations can
be held to discuss whether we are meeting the needs
and expectations of the client across all levels. If there
are any issues identified as a result of those meetings,
they are taken in-house, and the team will work to
rectify them and reengage with the client to confirm a
satisfactory outcome.

• Principal Global Investors Responsible Investment
Policy: Our approach, commitment, and integration
of responsible investing principles across all
investment teams;
• Principal Financial Group Corporate Social
Responsibility Report: Our commitment to
corporate social responsibility, including our Group
ESG strategy;
• Principal Global Investors Shareholder Engagement
Policy: Our commitments to engagement and
collaboration;
• Principal Global Investors UN PRI report: Our 2020
score on the Reporting Framework.

Outcome
We recognise that feedback from our clients is
crucial to our ability to continuously improve on
our services, communication, and reporting efforts.
That is why we encourage clients to contact us when
they have feedback, questions, and/or concerns. We
review and respond to all client queries in a timely
and appropriate manner in order to foster excellent
client relations, meet compliance and regulatory
requirements, and maintain an excellent reputation
of integrity.

3

Within our real estate team, besides the day-to-day
contact with our clients, senior managers monitor
client satisfaction independently through an ongoing
interview process with our clients to improve our
client service relationships. The results of these
interviews and recommendations are reported to all
senior management and all professionals involved in
serving the specific client. There is also a formal client
satisfaction survey conducted periodically. The results
of these surveys allow our clients another opportunity
to provide feedback and give us the opportunity to
address client feedback as it is received.

Understanding our Clients’ Views
Our focus is to partner with our clients to understand
their views and investment preferences, including any
ESG or stewardship requirements, and determine how
we can incorporate them into their portfolios and
client agreements.
For example, if a client requests certain screening
to be applied to their investment holdings, including
those dictated by various ESG criteria (governance,
religious, social, or environmental concerns), this will
be detailed in the investment guidelines and reported
against accordingly, to ensure we are managing the
client’s assets in line with their expectations.
Additionally, as part of ongoing discussions during
the relationship, the client may express additional
views and preferences to apply to their portfolio, for
which we aim to take positive actions accordingly. For
example, in 2020, a client requested the introduction
of carbon reduction objectives, which has resulted
in a collaborative approach on the best way to
implement this.

principalglobal.com/about-us/responsible-investing

Principle 6
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On occasion, there may be instances where client
requests may unintentionally cause wider issues in
their portfolio; for example, they may drastically
reduce the investable universe, which, in turn, may
negatively impact expected performance outcomes.

In these circumstances, we will always engage with
the client to give them full visibility of the effects of
their proposed change and confirm with them if they
would like us to proceed.

Client Reporting Examples
High Yield Team Example
This following client review extract is used by Principal’s High Yield Team to provide quarterly updates
to the client on their portfolio’s ESG score relative to the benchmark.
High Yield Fund ESG characteristics

ESG Quality Score

Portfolio

Index

3.89

3.67

BB

BB

4.31

4.31

Moderate

High

ESG Rating
Weighted Avg ESG Score
Carbon Risk Category

PGFI proprietary ESG ratings
10 –
9–
8–
7–
6–
5–
4–
3–
2–
1

4.81

1Q20

5.01

4.95

4.89

2Q20

3Q20

4Q20

Carbon risk (T CO2E/$M sales)

Carbon risk (T CO2E/$M sales)

4.5 –
4.3 –
4.1 –
3.9 –
3.7 –
3.5 –
3.3 –
3.1 –
2.9 –
2.7 –
2.5

350 –

327

300 –
250 –
200 –

203

150 –
100 –
50 –
4Q18 1Q19 2Q19 3Q19 4Q19 1Q20 2Q20 3Q20 4Q20
Porfolio Quality Score

Portfolio Wtd Avg Score

Index Quality Score

Index Wtd Avg Score

0

Carbon Risk
Portfolio

Index

As of 31 December 2020.
Coverage by MSCI is 78% of portfolio, 85% of benchmark.
Source: Principal Global Investors
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PGI UK Stewardship Code Report 2020 | 26

Real Estate Team Example
The Real Estate Investment Trusts (REIT) team use the following client report extract to provide
quarterly updates on the ESG scoring within the client’s portfolio. Principal leverages MSCI
information to assist with the production of the report.
Portfolio Score outperformance/
underperformance vs. benchmark

Relative Score outperformance/
underperformance by geography
0.00
0.00
0.00
0.00
0.00
0.00

Mexico

0.25
0.23
0.20

0.20

0.20

0.21

0.23

0.22

China
Norway

France
0.15

0.68
0.80

Singapore

0.15

0.17

0.32

Sweden
0.25
0.26

Spain

0.13

-0.05

Canada
Australia

0.10

0.40
0.38

0.10

-0.16

0.01
0.75
0.71

United Kingdom
Germany
0.05

Hong Kong

-0.02
-0.10
-0.10
-0.01

Japan
United States
0.00

Relative
Overall Score

Relative E
Score

Previous Quarter

Relative S
Score

-0.40

Relative G
Score

Most Recent Quarter

-0.20

0.00

0.31
0.22
0.12
0.08
0.20

0.40

Most Recent Quarter

0.60

0.80

1.00

Previous Quarter

Global Equities Team Example
The Global Equities team used the following sample report extract during 2020 to show existing
and prospective clients our ESG reporting capabilities.
International Opportunities
(est 2012, ~80 companies)

ESG Quality
15.4% above benchmark
Portfolio

Benchmark

ESG Quality Score

7.61

6.60

ESG Rating

AA

A

Portfolio
Primary
Benchmark
Leaders

44.8%
34.3%
Average

Carbon Risk
(T CO2E/$M Sales)
38.9% less than benchmark

50.0%
58.0%
Laggards

7.0%
Not Covered

183.4
112.1
Portfolio
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3.9%

Benchmark

International Opportunities ESG
(est 2019, ~65 companies)

ESG Quality
23.5% above benchmark

Portfolio

Benchmark

ESG Quality Score

8.15

6.60

ESG Rating

AA

A

Portfolio
Primary
Benchmark
Leaders

51.2%
34.3%
Average

Carbon Risk
(T CO2E/$M Sales)
43.0% less than benchmark

47.2%
58.0%
Laggards

0.6%
7.0%

Not Covered

183.4
104.6
Portfolio

Benchmark
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PRINCIPLE 7:

Integrating material environmental, social & governance
issues and climate change

Principal Global Investors has been a signatory to the
UN PRI since 2010, highlighting our dedication to ESG
issues. In 2020, Principal Global Investors received
an A+ band rating for Strategy and Governance, the
highest possible rank awarded by UN PRI.
At the Principal Global Investors level, our chief
executive officer and our Operating Committee have
approved and adopted our Responsible Investment
Policy. The policy is reviewed twice a year and outlined
below and also available publicly via our Responsible
Investing website. Our Responsible Investment Policy

covers all assets under management. Our real estate
investment group, Principal Real Estate Investors, has
an additional policy covering responsible property
investing guidelines for equity and debt investments.
Additionally, our equities and fixed income investment
groups each have an Engagement Policy. Principal
Financial Group has its own environmental policy
covering the following environmental focus areas:
Carbon Footprint; Water Efficiency; Waste and
Recycling; Environmental Preferable Purchasing; and
Employee Awareness.

EQUITIES
Our focus on sustainable fundamental change is
at the heart of everything we do as committed
fiduciary investors. Specifically, we view governance
considerations as integral to our investment
philosophy and process and as fully aligned with
our fiduciary responsibility, while the evaluation
of environmental and social considerations is an
extension of our fundamental-change focus and
qualitative risk assessment.
Incentives matter, and fiduciary governance principles
have continually been a key focus of our research
and decision-making for decades. Over the past
several years, we have significantly increased our
understanding of other aspects of ESG beyond
governance. We have increased our understanding of
other aspects of ESG beyond governance extending
to environmental and social issues that are material to
our underlying portfolio companies as we recognise
these factors, when approached in a nuanced and
specific manner, align with our core focus on durable
business improvement.
Energy transition: We embrace the clean energy
imperative. Yet, rather than excluding resource
intensive industries (unless directed by client or fund
mandate), we focus on companies demonstrating
Principle 7

strong progress and commitment to carbon reduction
and renewable energy initiatives in capital investment
plans. As a manager with significant expertise in
international and emerging markets, including smalland mid-cap strategies globally, we focus on change
that can make an even greater impact than merely
aligning with somewhat arbitrary third-party “low
carbon” designations. ESG initiatives that focus on
change potential present the best opportunities to
make a real difference.
Stakeholder relations: We embrace the primacy of
shareholders (our clients) as the ultimate business
owners. Responsible stakeholder relations should
ultimately align with long-term value creation
and prudent risk management for the benefit of
shareholders and key stakeholders alike. Doing the
right things for the right reasons is good business.
We strongly believe that those that do it well create
sustainable competitive advantages and command
premium valuations—and vice versa. Nothing is more
fundamental. Our analysts identify and formally
comment on the most relevant ESG Engagement
Priorities within their thesis documentation for each
company. They specifically focus on how pertinent
ESG priorities shape our overall views on sustainable
fundamental change for each company. To promote
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greater consistency and repeatability across the
equity teams, we have identified specific ESG pillars
for each major market sector. By aligning our ESG
Engagement Priorities with our analysts’ focus on
fundamental change, we’re further strengthening
our conviction of each investment thesis and related
risk considerations.
Our analysts conduct three levels of independent
assessment on each recommended company.
• Review of the company’s own corporate
stewardship reporting and plans as well as
third-party ESG analytics (primarily MSCI, ISS,
Bloomberg), including controversy tracking and
upcoming proxy initiatives.
• Identification of key upcoming ESG Engagement
Priorities for monitoring and discussion with
company management teams, aligned with and
tailored to key industry drivers and risks.
• Assignment of independent proprietary ratings for
owned companies. Companies are rated relative
to industry peers and segmented by geographic
regions to maximise comparability and avoid
structural biases (that are typical of third-party
ratings). The ratings incorporate two distinct
dimensions, with three ratings categories for each:
• ESG Risk Level (Low, Medium, High)
• ESG Trend (Improving, Stable, Deteriorating).
Depending on client mandate, recommended stocks
can include all three risk levels, but the greatest
focus is on the trend rating. Recommendations
strongly favor improving or stable profiles. A
deteriorating trend rating generally accompanies a
sell recommendation.
At Principal Global Equities, our investment process
integrates ESG considerations in a manner consistent
with our fiduciary responsibilities. Managed
appropriately, we believe ESG integration contributes
to enhanced long-term returns and reduced risks.
We recognise ESG integration is distinct from prior
concepts of socially responsible investing. The
essence is integration and engagement, not exclusion
screening or even activism. Consistent with our overall
investment philosophy, our ESG approach focuses on
fundamental change. It is imbedded directly within
Principle 7

our research process in assessing the fundamental
attributes of companies. Our focus is not limited to
companies that rate highly according to third-party
ESG research providers but rather to companies that
demonstrate a commitment to improvement. In short,
we encourage companies to strive to be better. Our
focus and commitment can therefore be summarised
by our guiding purpose.
By encouraging corporations to be leaders on
sustainability through better long-term stewardship
of human, natural, and financial resources, we play an
active role in the betterment of society.
This commitment is well aligned with our
responsibility to help clients protect and grow their
capital through five key principles:
1. Fiduciary first: We serve clients of many different
types around the world, but our heritage and culture
are centered on serving retirement plan investors. This
is a substantial commitment that requires continual
diligence to ensure that our focus, interests, and
incentives are fully aligned with the interests of each
client we serve and the governing fiduciary standards
of each jurisdiction in which we operate. This strong
fiduciary mindset has long served as a key distinction
of our culture, not only within Principal Global Equities
but also for the overall Principal organisation.
2. Independent assessment: We see third-party ESG
scoring metrics as useful background information, but
we must look beyond those biases, not blindly screen
only based on rating information.
3. Direction not level: This reflects the most direct
extension of our investment philosophy and the
key source of alpha opportunities through ESG
engagement. In our view, restricting opportunities to
well-rated ESG companies is not a long-term viable
alpha source. Rather, we are focused on identifying
companies with scope for improvement. For instance,
limiting consideration to top ESG rankings explicitly
disfavors emerging markets and smaller companies,
the very opportunity set that affords the best scope
for positive progress on ESG. Avoiding those strikes
us not only as detrimental to performance but also
to the potential for favorable societal impacts. In
the end, proponents of ESG should focus on change
potential to identify the best opportunities to make a
real difference.
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4. Alpha of risk reduction: We believe the avoidance
of “bad actors” or companies that knowingly exploit
economic externalities at the expense of others
is also an important source of enhanced returns,
risk reduction, and fiduciary responsibility. While
we do not advocate overtly screening out entire
industries, unless at the direction of clients, our
selection criteria also embrace the importance of
downside risk protection. These include standards for
financial stability and quality, corporate governance,
and, ultimately, trust in the companies in which we
invest. Companies lacking a strategic commitment to
positive and sustainable fundamental change in our
view will simply be avoided.
5. Engagement versus Activism: Our central
focus on sustainable fundamental change and
the related principles highlighted above provide
a powerful framework for ESG integration. Our
researchers engaged directly with 1,820 companies
during 2020 through a variety of forums and
methods. Such contact is only as useful as the
quality of the discussions and questions posed.
Rather than demanding specific actions, we take a
more consultative approach, sharing our views and
preferences on pertinent ESG priorities and beginning
the process by simply asking, “What is changing?” This
tends to foster more constructive dialogue and can be
further supplemented formally through proxy voting
and other tactics, including the prompt disposition of
shares as warranted.

A range of academic research and empirical data
suggest that some ESG factors can have a material
impact on the fundamental attributes and future
prospects of companies. Therefore, we consider
certain ESG issues to the extent they have material
implications consistent with our fiduciary duty to
help clients achieve their investment objectives and
protect their economic interests. Simply put, our focus
on sustainable fundamental change is at the heart of
everything we do as committed fiduciary investors.
Serving clients of many different types around
the world requires a substantial commitment to
ensuring our investment decisions are suitably
aligned with each client we serve and the governing
fiduciary standards of each jurisdiction in which we
operate. That includes tailoring to differing social
and environmental priorities of clients and their
specific fiduciary standards. Our advanced proprietary
technologies and infrastructure enhance our ability
to tailor strategies to distinct client and regulatory
parameters and are among our key competitive
strengths. Our approach also underscores the
importance of independent assessment, not thirdparty rating/scoring systems—this is similar to
how we approach other traditional aspects of our
fundamental research process (which is somewhat
analogous to how experienced credit analysts utilise
information from bond rating agencies).

FIXED INCOME
As a leading fixed income manager, we maintain high
quality relationships with many management teams
across a diverse range of issuers. We believe this is
an important means of engaging issuers to drive
improvements in ESG-related considerations. While
not an activist investor—and we do not typically
have a proxy vote—we do believe that our scale as a
manager can facilitate meaningful engagements. Our
portfolio managers and analysts are in regular contact
with our issuers. We pursue direct engagement with
management teams and these sponsors as part of our
research process. As a result, it is a continual process
that we pursue throughout the life of an investment.
The topics of these engagements vary and are specific
to our own internal assessments of an issuer’s ESG
deficiencies.
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Our efforts do not focus on seeking change based on
themes or particular topics of consideration. Instead,
we use our internal analysis along with the thirdparty tools we have at our disposal to decide where
we might engage most effectively. Frequent topics of
engagement include:
• Environmental—understanding an issuer’s
strategy for the mitigation of climate risk and the
encouragement of appropriate disclosure around
emissions and emissions reductions targets, where
appropriate;
• Social—understanding a company’s approach
to diversity and inclusion as well as a company’s
employee relations;
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• Governance—understanding the quality of
leadership via one-on-one dialogues as well as
encouraging appropriate capital stewardship
(e.g., appropriate leverage and balance sheet
management) and increased transparency, which is
especially important for the part of the universe that
is not public and subject to less robust reporting
requirements. Governance takes into account
Board Evaluation (factors include CEO/chairman
independence, entrenched board, board member
experience); the presence of key committees (audit,
compensation, etc.); management evaluation
(factors include management tenure, relevant
experience, compensation, and incentives); and
business ethics (risk and history of ethics issues
such as fraud, corruption, misconduct, instability,
etc.; anticompetitive practices; and preventative
measures against such problems).

Although it is not standard for us to collaborate on
our engagement activities, if we believe an issuer
has been severely deficient and nonresponsive in our
efforts to discuss these issues, we will seek to escalate
our activities by reaching out to other bondholders
with similar concerns.
Engagement with management for fixed income
investors comes primarily through discussion
regarding key factors that we view as having a
meaningful impact on their business/credit profile.
This type of engagement occurs for all credits we
rate internally—whether we own debt of the issuer or
not—and is an ongoing effort.
We believe these governance characteristics are
important for all companies. A full review of these
characteristics is important to ensure the company
acts in the best interests of the business and
stakeholders.

Utilities Company – Example from Post Advisory Group, LLC
Background

During 2020, Company A, a major utilities company, pursued an exit financing in the form
of bonds following its emergence from bankruptcy. The issuance followed the company’s
conviction on numerous counts of manslaughter associated with its role in sparking a
wildfire. While we always attempt to constantly reevaluate companies and management’s
remediation of prior history, we were disturbed by the degree to which the company
decreased the frequency and thoroughness of its maintenance work over several decades,
sometimes in the interest of saving money and boosting corporate profits. Indeed, the
criminal probe concluded that the company capped the amount of time allotted for
such work, employed inspectors with improper training, and used methods that limited
inspectors’ ability to catch problems with company hardware.

What did we do?

We declined to participate in the offering, despite generally good pricing for the ratings
profile. Accordingly, we believed these poor governance considerations outweighed any
positive fundamental benefits associated with the company’s scale in its industry.

Principle 7
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Change in Trading Strategy – Example from Principal High Yield
Background

Company J is a Brazilian meat processing company, producing factory-processed beef,
chicken, and pork, and also selling by-products from the processing of these meats.
Despite a significant investment from the company, we were afraid that the poor
treatment of employees could ultimately lead to litigation given the number of deaths
from COVID-19. Continued headlines and poor ESG scores could ultimately lead to high
funding costs for the industry as more investors started excluding companies with low
ESG scores. Up to this point, management has responded favorably to our engagement
efforts, but COVID-19 has highlighted new ESG risks.

What did we do?

In August 2020, we reduced Company J after ongoing headlines on their treatment of
employees and poor workplace conditions during COVID-19.

Publishing Company – Example from Principal High Yield
Background

Company M is a leading publicly media and marketing services company.
In October of 2019, we met in person with senior leadership and an investor relations
representative at the publishing company to discuss one of their recent acquisitions
and receive operational updates. At the meeting, our team broached the subject of
ESG principles at the corporate level and found they did not incorporate any ESG
considerations at that time.

What did we do?

We highlighted the significance of adopting ESG policies and educated the company on
the growing importance that institutional and individual investors place on these factors.
Senior leadership was engaged in the conversation and was thankful for our input in an
area of corporate stewardship and culture that they had not dedicated resources to.
Several months later, in 2020, during a subsequent conversation with the company, the
investor relations representative let our team know that in response to the October 2019
conversation, the publishing company had since created and filled a role at the company
that is dedicated to ESG oversight and who would, among other duties, complete an
annual environmental impact report. The company also let us know they hired a Diversity
Inclusion Director as well to help create better corporate culture and further their focus on
ESG factors.
Through our direct contact with senior management at this company, we were able to
convey the importance of a company’s ESG policies and depth of incorporation of ESG
considerations so much so that they took direct action to focus on these considerations
and incorporate them into their practices and culture.

Principle 7
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Principal Equities – Company Thesis Alignment Example

Principle 7
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Principal Fixed Income – ESG Scoring Grid
Modified scoring system to increase clarity and comparison

ABC Company (ABC)

• ESG analysis is combined with rigorous fundamental research

ESG Score Sheet

Ticker: ABC
Sector: CONSTRUCTION MACHINERY

• Sector and company exclusions based on internal ESG standards

Environmental

• Lowest scoring ESG issuers excluded

Subfactor

Suggested Items of Consideration

Toxic and
Carbon
Emissions

Percentage of operations with high/moderate/
low carbon and toxic emission intensity and
policies in place to manage/reduce emissions

Environmental
Opportunities

Degree to which the company is investing in
renewable energy, clean technology, and green
building

Subfactor Subfactor Factor
Scoring
Weight Weight Analyst Comments

9

40%
9

Social

Optional Other

20%

Spending on clean tech space. Offers
hybrid trucks and buses. ABC offers cleaner
engines with better fuel economy and
reduced NOx emissions.

0%

Health/Safety/
Nutrition

Risk and management of health and safteyrelated issues that can lead to accidents causing
production disruption, litigation, liabilities, etc.;
nutritional evaluation of product portfolio

10

20%

Workforce &
Community
Management

Ability to adequately motivate, compensate,
retain, and manage workforce; high-reliance
on skilled workers; jurisdictional & community
relationships; supply chain labor standards

7

20%

Health & Safety policy and procedures put
in place. Low workplace accidents.
40%

Optional other

Governance

Has achieved best practice ISO 14001
certifications for some of its facilities and
has ISO 14001 audits (internal and third
party) to mitigate toxic emissions risk.

20%

ABC could improve by undertaking
employee channel checks (Surveys, etc.)
Retention programs would also improve
worker engagement.

0%

Board
Evaluation

Factors include CEO/chairman independent,
entrenched board, board member experience,
the presence of key committees (audit,
compensation, etc.)

7

10%

Management
Evaluation

Factors include management tenure, relevant
experience, compensation & incentives.

9

5%

Business Ethics

Risk and history of ethics issues such as
fraud, corruption, misconduct, instability, etc.;
anticompetitive practices

9

5%

Optional Other

20%

Independent majority. CEO/Chairman
Combined. ZYX holds two board positions.
Holds meetings in absence of executives.
Fully independent audit committee.
CEO and CFO 6 year tenure. Applicable
experience. Compensation adequate versus
industry but does include early vesting
provisions.
None. Great track record.

0%
9

100%

100%

Methodology seeks to account for the current ESG risk management practices of the company, future
direction and plans of the company to address existing risks, as well as the potential financial impact that
could result from poor ESG risk management.
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PRINCIPLE 8:

Monitoring of managers and/or service providers

Activity
Principal Global Investors adopts the Principal
Financial Group Supplier Management Policy and the
Global Sourcing Policy, which are designed to mitigate
and manage supplier risk, factor in the group’s core
values, and enhance measures to secure positive
performance for the group.
The Supplier Management Policy is applicable to all
Principal entities, including Principal Global Investors,
and ensures that we actively and consistently monitor
and manage supplier risk and performance during
the entire engagement. The Supplier Management
Policy sets out minimum expectations for managing
suppliers from initial conversations through offboarding, including the following requirements
relevant to U.K. stewardship:
• All supplier engagements must be finalised in
accordance with the Global Sourcing Policy (see
below for further details).
• Every supplier is expected to follow the standards
that are consistent with the group’s Global Code of
Conduct (see Principle 3 for further details).
• All suppliers are risk assessed to identify material
risks.
• A supplier inventory is kept to actively manage
suppliers.
• A supplier management plan is put in place for all
critical and/or high-risk suppliers.
• Supplier performance issues are tracked and
corrective actions agreed and monitored.
• Due diligence is carried out in the selection, ongoing
management, and disengagement of all providers of
goods and services that we engage with to support
our business.

Principle 8

• The Chief Risk Officer of Principal Financial Group
is the final authority for the application and
continuous review of the standards of the Supplier
Management Policy.

Supplier Risk Assessment
All new supplier engagements are initially assessed
to determine the level of risk in their appointment.
This includes assessing the nature of the services
being provided and the adequacy and appropriateness
of such services for the business units that will be
utilising the service. Where material risk exists, a
designated supplier manager will be assigned, and
a supplier risk assessment completed. Where the
supplier risk is assessed as high or medium, the
relevant business leader will be engaged and a
supplier management plan established to document
the risks and performance obligations.

Risk Monitoring
Monitoring and managing a supplier’s risk, contract
compliance, and performance is ongoing and
consistent. The supplier manager assesses and
determines the minimum standards for a given
supplier and continues to evaluate the supplier risk
through frequent assessment.

Supplier Management Plan
The supplier management plan is used to document
the strategy for ongoing risk monitoring and
performance management of a supplier throughout
the lifecycle of the engagement.

Supplier Performance Scorecard
All suppliers with a risk rating of high are performance
assessed every six months or as events dictate using a
supplier performance scorecard. This process assesses
how suppliers have met required obligations. For new
suppliers with a high rating, a performance scorecard
must be prepared and shared with the supplier within
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180 days of engagement. The performance scorecard
is used to update the supplier management plan
and any associated performance considerations and
agreed requirements.

Supplier Disengagement
Before the supplier can be off-boarded, the
supplier manager must engage the global sourcing
department, their local procurement team, or legal
counsel to ensure disengagement is executed in
compliance with the supplier contract and plan.

Global Code of Conduct
Material considerations in supplier assessments
include the following, which comprise some of our
core values:
1. Supplier Diversity
As set out in Principle 1, diversity and inclusion
are the foundation of our culture and vital to our
continued success. Through our supplier diversity
program, Principal actively supports and facilitates
the purchase of products and services from diverse
businesses. We strive to include diverse suppliers
in all bidding opportunities and seek partners that
contribute to our strategic business objectives as well
as financial performance. We continuously refresh our
processes to improve our supplier bid inclusion and
diverse spend across all categories.
For example, we have consciously removed suppliers
of legal services from our shortlist where they have
been unable to demonstrate diversity within their
working practices.
2. Fair Dealing and Integrity

In 2020, we were introduced to a supplier of services
in an African jurisdiction that would enable us to grow
our services in the region. After a lengthy supplier due
diligence process, including seeking comfort letters
from third parties and the regulator on the suppliers’
activities, we decided that the risks in supplier
engagement were outside of our group’s appetite, and
we decided to forego the new business opportunity.
4. Human Trafficking and Slavery
We have zero tolerance for human trafficking and
slavery, and all of our employees are trained to report
concerns in our business or supply chain.
We are committed to implementing and enforcing
systems and controls to ensure human trafficking is
not taking place in our business or our supply chains.
We expect our suppliers to share our commitment.
Our Supplier Code of Conduct requires that suppliers
should not engage in slavery or trafficking of
persons and is communicated to third party vendors,
suppliers, etc. that we do business with at the time of
contract negotiation.
Principal Global Investors publish a Modern Slavery
and Human Trafficking Statement4 that is approved
by the Board and is reviewed annually and updated as
required.

Outcome
We believe that application of and adherence to
our Supplier Management Policy is effective. The
services with which Principal were provided in the
2020 reporting period were delivered in a way that
allowed us to carry out our stewardship activities in
accordance with the high standards we set.

Our group wants to work with companies that share
our beliefs and treat their customers and employees
with integrity.

Other examples of how the services have been
delivered to meet our needs

3. Bribery, Corruption, and Anti-money Laundering

Principal engages the services of multiple data
providers to gain access to critical data that is used in
the research and decision-making process necessary
for carrying out investment activities as part of our
stewardship. The supply of such data is deemed
to be business critical, and, therefore, we engage

As part of supplier due diligence, we comply with our
legal and regulatory obligations in undertaking checks
and negotiate contractual agreements to ensure that
our suppliers are in compliance with local laws, rules,
and regulations.

4

1. Data Providers:

principalglobal.com/eu/about-us/modern-slavery-and-human-trafficking-statement
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throughout the year with these suppliers to ensure
the services provided are maintained and meet
expectations.
Ongoing engagement
Due to the critical nature of the data services that we
use, if there are any issues identified with data quality
and/or coverage, the relevant business unit makes
contact directly to resolve the issues. We engage with
our data providers on an ongoing basis to help them
improve the accuracy and timeliness of their data
as well as the level of coverage they provide for us
across different sectors. We believe this engagement
is important as it improves the precision of their data
but also reinforces our internal scoring as we can
update our ESG metrics and scoring quickly based on
new information, set internal controls, and allow for
greater coverage.

Where relevant, the tracking of ongoing initiatives,
issues, and corrective actions allows us to highlight
when the supplier is not meeting our expectations
and provides the opportunity for continuous
improvement.
Annual review
At the end of 2020, the supplier management plan
was reviewed and updated. This annual review
considered the activity during the year and if any
changes were required to how the supplier was being
managed in relation to the existing contract, risk
assessment and monitoring process, issue tracking,
and ongoing engagement.
Key agenda items discussed during the review were:
• Review of Key Performance Indicators (KPI), any
updates, and/or additions;

Monthly relationship calls

• Corrective action plans and timing;

We believe regular and consistent engagement is
important to ensure the services being provided meet
our needs, as agreed in the supplier contract.

• Review of the supplier’s capacity against future
requirements, projections, or initiatives currently
in flight or to be undertaken by the supplier or
Principal that may impact the current production
environment;

Monthly relationship calls were held during 2020
between our data service provider’s relationship
managers and Principal’s designated supplier
manager, involving relevant internal business units
as deemed appropriate. Discussions focused on new
products, new initiatives, any outstanding issues, new
or renewing contracts, status updates for ongoing
project work, performance review of data services and
licenses, progress on resolutions, training sessions,
and feedback gathering.
Examples of specific agenda items with one of our
data providers during the 2020 monthly relationship
calls include but are not limited to:
• ESG Data Integration – Implementation and Training
• WFH Product Enhancements – Features and
Training
• COVID-19 Recovery Status – Office Reopening and
Future Plans
• New Security Features – Mechanics for Setup

• Other topics as dictated by the nature of the
supplier’s engagement.
2. Proxy Voting Services
We partner with ISS for proxy voting services
and carry out annual risk assessments on them
to document the inherent and residual risk levels
associated with the supplier’s engagement and
calculate a risk score. The risk score defines the
level of ongoing oversight appropriate to the
supplier’s engagement.
Through our partnership with ISS, we can engage
with their researchers on any topic at any time. When
we have questions on a proxy recommendation, we
have full access to the analyst who produced that
recommendation and can gain their insight. When we
disagree with their insights, this is a great opportunity
to elaborate on why we disagree.

• Licensing – Use Cases and Commercial Review

Principle 8
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In addition to the annual supplier risk assessment,
we conduct annual due diligence meetings to discuss
specific proxy voting recommendations and to better
understand and share any concerns we have about
how they arrived at those recommendations.
For example, in our last due diligence meeting with
ISS, we expressed concerns about how they were
evaluating acquisitions made by special purpose
acquisition companies. That topic was subsequently
included in their next annual benchmark policy survey.
Engaging with our suppliers in this way ensures
that the services provided are meeting our needs
and that we are able to effectively carry out our
stewardship activities in relation to proxy voting on
behalf of our clients.

Principle 8

Global Sourcing Policy
This policy is adopted across all our businesses
globally and is designed to provide all business
units with a consistent approach to acquiring
goods and services. It enables the group to
consolidate purchasing power across the enterprise
by implementing a process that involves full
documentation and transparency and promotes “full
and open competition” amongst suppliers, subject to
local law and regulation.
In time, we hope that consolidating purchasing power
will also enable the group to engage with suppliers on
improving their ESG standards.
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PRINCIPLE 9:

Engaging with issuers to maintain or enhance the value of assets

Our Engagement Policy
provides a further
framework to guide
company engagement
and is an important
structure for executing
our stewardship
responsibilities. We will:

• Engage and collaborate with the companies we invest in, using our shareholder
advantage to encourage responsible ESG practices by the company when
aligned with of our investment thesis of the company.
• Encourage greater transparency by the companies on their ESG practices.
• Encourage companies to manage risks related to ESG factors and react swiftly
to achieve a competitive advantage relative to peers regarding remuneration,
boards/directors, audit issues, regulations, litigations, and other market factors
that could impact a company.
• Encourage companies to disclose through public reporting relevant ESG metrics
and how they may fit into the company’s overall business activities, considering
such importance will vary significantly depending upon industry and geography.
• Seek out ESG research that will further our overall knowledge on a company.
• Keep records or notes on relevant engagement activities.

EQUITIES
In implementing our investment process, we seek
always to protect and enhance shareholder value.
Ongoing monitoring of investee companies is a key
element of this process, and this is facilitated by
our developing ongoing communication with the
management of companies we invest in on behalf of
our clients.
We seek to invest in companies that are well managed
and/or are improving their corporate governance.
Our belief is that sound corporate governance will
create a framework within which a company can be
managed in the best interests of its shareholders. We
seek to always protect and enhance shareholder value
while also seeking not to expose our clients to any
unnecessary risks.
The integration of ESG considerations is embedded
within the fundamental research conducted by our
analysts, as we feel they are best placed to determine
the importance of such factors in relation to a specific
company or industry. Our analysts provide the
essential insights into industry trends and company-
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specific considerations, including ESG issues. These
insights are crucial to the evaluation of sustainable
competitive advantages and risks at a companyspecific and industry level. Our analysts have
discretion to focus on the considerations and concerns
they believe are most important and impactful to
sustainable earnings, sentiment and relative valuation.
We will discuss with management any ESG concerns
we may have in an effort to influence change through
engagement, if appropriate. If we believe the issue
cannot be rectified and it is significantly impairing the
total return expectations of the stock compared to
other alternatives, then we may implement a change
in stock weighting or avoid the stock altogether.
Specifically, we view governance considerations as
integral to our investment philosophy and process
and fully aligned with our fiduciary responsibility.
Governance considerations are inherently related to
shareholder value. Companies demonstrating strong
shareholder protections and alignment policies
naturally garner premium valuations over peers
with lesser standards. At the same time, improving
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governance policies and practices provide a basis for
improved relative valuation while governance dilution
or deterioration represent an inherent source of risk
and valuation compression. Similarly, albeit more
nuanced, the evaluation of environmental and social
considerations is an extension of our fundamental
change focus and qualitative risk assessment.
Our analysts identify and formally comment on the
most relevant ESG Engagement Priorities within
their thesis documentation for each company. They
specifically focus on how pertinent ESG priorities
shape our overall views on sustainable fundamental
change for each company. To promote greater
consistency and repeatability across the firm, our
research teams have identified specific ESG pillars
for each major market sector. Across all sectors,
leadership and governance is a key dimension, but
other dimensions will differ. For instance, within
the technology sector, cybersecurity and privacy
protection are key pillars. By contrast, among
industrial companies, key dimensions include waste
and emissions management, risk mitigation, and
operating protocols. Most importantly, these issues
are considered within the context of their impact on
the sustainability of a company’s fundamentals, which
ultimately will drive the timing, amount, and certainty
of future earnings and cash flows.
For each or our holdings and prospective investments,
we require our team members to assess the
sustainability culture and risks and engage with
management to encourage and facilitate further
progress.
• Sustainability Risk Level – Our analysts assign
each holding with a sustainability risk level of low,
medium, or high. In arriving at this designation, we
evaluate the company’s relationship with each of its
stakeholders—shareholders, customers, employees,
suppliers and their supply chains, their communities
and the environment—and identify those key risks
that could undermine the company’s existence and
the positive change we are seeking. Our analysts
collaborate across teams with their industry
colleagues to identify best practices and identify
emerging issues of concern. We partner with thirdparty data providers to help provide consistent data
across our investment universe.
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• Sustainability Risk Trend – Our analysts also assign
each holding with a sustainability risk trend of
improving, stable, or deteriorating. This risk trend
designation provides important context to the
risk level and informs our tolerance for that risk.
Consistent with our investment philosophy, we have
a strong preference for positive change. We find
that improving trends in sustainability risk can also
be an important source of alpha for our clients.
• Engagement – Our analysts meet with senior
executives of our holdings to discuss a range of
topics relevant to our investment theses. From our
assessment of sustainability risk level and trends,
we incorporate discussion on the ESG issues of
greatest importance to us. From management, we
both look for and ask for actions and plans that fit a
SMART framework: Specific, Measurable, Attainable,
Relevant and Time-bounded. Following our
engagement with management, we then reassess
our sustainability risks—a circular process that
continues.
By aligning our ESG Engagement Priorities with our
analysts’ focus on fundamental change, we’re further
strengthening our conviction of each investment
thesis and related risk considerations.
To supplement our independent assessments, we
have integrated MSCI ESG analytics in our process
and monitoring tools at the company-specific level
and portfolio level. This equips our analysts and
portfolio managers with company-specific ESG
scores but more importantly with trends in the
scores and underlying measures over time as well
as notification of potential controversies and other
notable ESG risk considerations. Each company has
an overall ESG score, along with the underlying scores
of Environmental, Social, and Governance, which
we have integrated directly on our central research
dashboard. Additionally, links to full ESG tear sheets
from MSCI provide more transparency into these
scores with qualitative insights as researched by the
MSCI specialists.
Consistent with our focus on fundamental change
identification, we place greater emphasis on trends
in ESG metrics rather than current levels and
scores. Indeed, we caution investors to recognise
that mainstream ESG scoring metrics incorporate
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significant structural biases. Most notably, they tend
to systematically favor large capitalisation companies
over smaller ones and developed market nations
over their emerging markets counterparts. In some
regards, this can run counter to the aspirational
aims of ESG engagement, as companies with below
average scores may offer greater opportunities for
positive change—and vice versa.
Our analysts and portfolio managers regularly meet
with the management of companies in which we
invest, and those we are considering for investment.
At these meetings we would expect to discuss
corporate responsibility and governance amongst
many other topics. We would also expect to discuss
shareholder returns, dividends, policies, financing
operations, and sustainability and to share our views
with management as to how this can best be realised.
We also monitor our investee companies through
a variety of other methods, such as investment
publications from the banking industry, corporate
annual reports, regulatory filings, general meetings,
road shows, company visits, and other industry events
and outside investment research of broker-dealers
and other third parties.

Our monitoring process feeds into investment
decisions both before a decision to buy and on an
ongoing basis. The process, as executed by our
fundamental analysts, looks for early identification
in fundamental drivers of an investee company and
will make buy, sell, hold, or sizing recommendations
based on many factors, including those uncovered
through the above referenced means of monitoring.
Our analysts use a proprietary tool for capturing
and communicating these recommendations
to all relevant portfolio managers. If an issue is
identified which is inconsistent with the interests
of our clients, we take the appropriate warranted
action in mitigating our exposure to such company,
and/or, as it relates to issues to be voted on by
company shareholders, we would vote accordingly.
In some cases, this will mean overriding the ISS
recommendation in conjunction with our Proxy
Voting Policy. We may also engage and always reserve
the option to exit our shareholding (see Principle 4).
We manage our relationships with investee companies
in such a way that we are not made an “insider” and
as such seek to avoid being made an “insider” in any
discussion with a company or its advisors, in order
to ensure that we can continue to act in our clients’
best interest.

Italian Investment Bank – Example from Principal Global Equities
Background

It had come to our attention that a current shareholder of an Italian Investment Bank
had expressed interest in acquiring additional shares to increase their position to above
10% of the total shares outstanding, which could potentially negatively impact the Italian
Investment Bank’s internal governance practices.

What did we do?

Principal Global Equities drafted and sent a letter to the President of the ECB, Christine
Lagarde, and her colleagues to express our opinion for an Italian Investment Bank to
remain an autonomous entity in order to make independent decisions as it relates to its
banking operations and strategic direction.

Why did we
do this?

As a shareholder, we believed the Italian Investment Bank had made great strides to
strengthen its independence through actions such as cleaning up its shareholder registry
and removing the banking pact, creating more autonomy and the ability to operate
independently.
Therefore, we opposed any shareholder action that would interfere with the existing
corporate governance structure, especially if it resulted in reversing its strategy. It was
important that the investment and advisory businesses remained independent to
strengthen the soundness and stability of the firm while serving new and existing clients.
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US Small Cap Pharmaceutical Company – Example from Principal Global Equities
Background

Our small-cap health care analyst has been engaging on an ongoing basis with a health
care company for more than two years. The company, which was in the portfolio, did not
have any ESG disclosures/policies as of three years ago.

What did we do?

By engaging with the company and maintaining ongoing dialogue and meetings on a
broad range of topics, they reached out to us in 2019 for input on what investors would
like to see in terms of ESG policies and disclosures.

What was
the outcome?

This year Institutional Investor ranks them No. 3 in their industry for “Financially Material
ESG Disclosures.” Among the company’s comments to our analyst, they noted the analyst
has been instrumental in helping the company to get to this point. This highlights that our
engagement can and does have a positive impact on ESG and other issues. And to this,
companies can make great strides in a short amount of time.

US Real Estate Firm – Example from Principal Real Estate Investors LLC
Background

A U.S. real estate firm had reached out to us for our feedback on a proxy issue, given we
were a large shareholder in the company. The specific issue was related to shareholder
proxy access where ISS wanted any stockholder holding at least US$2,000 of stock for a
year to be able to propose a bylaw amendment.

What did we do?

We disagreed with the ISS assessment and gave the firm feedback that we would be in
favor of shareholder proxy access but would prefer a 3% ownership threshold with several
shareholders able to pool shares to reach the 3%. We felt this gives stockholders access to
propose bylaw amendments while avoiding frivolous special interest proposals that may
not serve the interest of the corporation and other shareholders.

What was
the outcome?

In the end, the firm followed our and other shareholder’s guidance and amended the
bylaws to a 3% threshold with up to five shareholders allowed to pool shares to reach
the threshold.
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FIXED INCOME
Our fixed income teams engage with the issuers
in which they invest on a periodic and ad hoc basis
across a range of functions, including investor
relations but typically with C-suite executives such
as CFOs and/or CEOs. Issuer engagement is typically
prioritised for issuers we believe have a pathway

to making meaningful improvements on relevant
ESG metrics and/or for issuers that are identified
as bottom-tier for governance. Engagement with
issuers is also carried out on an event-driven basis, for
example in reaction to a recent issue or development.

Company Q – Example from POST Advisory Group
Background

We have been investors in Company Q bonds for several years. Company Q is one of the
largest retail mortgage lenders in the U.S. It is also the largest online mortgage lender
and one of the largest mortgage servicers in the U.S. We view Company Q bonds as an
attractive short duration investment due to the company’s leading market share as the
U.S.’s largest retail mortgage lender, highly profitable mortgage origination business with
industry leading gain on sale margins, valuable proprietary technology which enables the
company to source, process, and underwrite mortgage applications online at low cost and
high volume, stable cash flows from the mortgage servicing business, low leverage (0.5x
net corporate debt/equity), and strong asset coverage (2.0x estimated unencumbered
assets/unsecured debt).

What did we do?

We speak with Company Q’s management team periodically and have recently begun
engaging with them regarding their disclosure on a very complicated matter: servicing
advances—and, more specifically, how they fund those advances. We pushed the company
to provide a greater level of detail of the amount of their servicing advances broken out
by agency (e.g. Fannie, Freddie, Ginnie Mae), principal and interest, taxes and insurance,
and corporate advances, as we viewed improved disclosure on this matter was not only
important to our understanding of this critical matter but would also benefit others
analysing the company’s securities. We also encouraged the company to disclose how
they are able to fund these required advances with the “float” from loan payoffs to
highlight the minimal cash requirements needed and the substantial excess liquidity the
company has, which are very important points for the market to understand in light of a
great deal of concern and confusion on this matter.

What was
the outcome?

This engagement resulted in the company (for the first time) addressing the topic directly
and providing several accompanying detailed slides on servicing advances during their Q1
2020 earnings presentation.
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Company U – Example of Governance/Engagement from POST Advisory Group
Background

We own a loan position in Company U, the leading provider of underground utility locating
services, which includes the identification of subsurface utility infrastructure including
line, pipes, cable, and storage units. After the company replaced its CEO and CFO last
year following some operational missteps, we attempted to interface with the new
management team, but the company and its private equity sponsor Partners Group were
hesitant, given that the team was new to the situation.

What did we do?

We have a strong relationship with the underwriting bank that syndicated Company U’s
loan, and we contacted them to speak to management on our behalf. Finally, Partners
Group agreed to answer our questions regarding the recent management changes and
fundamental outlook. During our meeting, we engaged with the company to increase
its transparency. Specifically, we requested that the company provide an early update
resulting from the current COVID-19 situation.

What was
the outcome?

The company released Q4 2019 results approximately two weeks earlier than normal and
at the same time provided preliminary Q1 2020 revenues, an encouraging sign that new
management may be more responsive to investor feedback and that our engagement
effort was successful.
While the COVID-19 situation will likely have a negative impact to Company U’s business
near term, we still remain positive on their competitive advantages as the largest provider
of underground utility locating services and longer-term fundamental outlook.
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PRINCIPLE 10:

Participating in collaborative engagement to influence issuers

Activity
Principal Global Investors is committed to act in
the best interests of our clients, which means not
only investing in line with their particular needs and
strategies but also taking positive action to improve
the investments held on their behalf. Engagement is
one of the many elements that influence our holistic
view of the shareholder value and long-term risk
adjusted return potential.
Through collaboration, we believe that we can play an
active part in defining and shaping the ongoing ESG
discussion, the development of best practices, and,
ultimately, the potential to enhance the risk adjusted
returns we deliver to clients.
There are a number of ways to carry out effective
collaboration, whether at the industry level on
thematic changes or on an individual basis to effect
specific change. We also believe that collaboration
involves working together with current and
prospective investee companies to help them better
understand the importance of, and to help them
make, the change we are seeking.
Principal engages in each of these ways while
understanding that effective collaboration needs
continuous improvement and effort.
Collaboration with our existing and prospective
investee companies
We believe we can use our position as one of the
largest asset managers in the world in a positive
manner to act directly, and collaboratively, with
investee companies.
During 2020, our global equities team conducted
1,820 discussions with management teams of both
current and prospective investee companies, thereby
implementing our investment philosophy of engaging
with our views and preferences on pertinent corporate
and ESG priorities, including:
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• Particular ESG practices, such as carbon emission
levels or diversity and inclusion practices.
• Greater transparency on their ESG practices and
how those practices may fit into the company’s
overall business activities.
• Management of governance risks.
For examples of direct engagement with issuers, refer
to Principle 7.
Collaboration with peers/other asset managers/
other investors on specific issues
While we believe that direct communication between
investors and companies on ESG matters is an
important element of the portfolio management and
research services we provide to our clients, we also
support collaborative engagements with our peers on
specific issues with investee companies where those
issues are aligned with our clients’ best interests and
in keeping with our internal policies and procedures.
Collective engagement is a tool we may use if an issue
is deemed by us or by a client to create significant
corporate or broader economic stress or when
there is a risk identified that may significantly and
meaningfully reduce the value of the company. These
may include issues related to engagement on ESG
topics, but we consider that effective stewardship is
not just limited to engagement on ESG topics but can
encompass any issue that may impact the long-term
risk adjusted returns we deliver.
We set out examples of our recent collaborative
engagement with other investors.
Collaboration at an industry level on thematic risks
As a global investment manager, we take seriously
our commitment to society on a global basis. We
believe that we must take responsibility for educating
ourselves and others by addressing a range of ethical,
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social, environmental and governance issues that are
critical to the well-being of the many communities
in which we operate and may impact our clients’
investments and shareholder value.
Tackling the big issues of our time—most notably
climate change—cannot be done individually but
needs full collaboration at an industry level, and wider,
to have any chance of long-term success.
Industry level initiatives where we participate and
collaborate, in addition to those set out in Principle 4,
involve:

• Private Placement Association, where we discussed
requiring private placement borrowers to provide
ESG reporting.
• Life Office Management Association (LOMA),
where we discussed different investment topics,
including ESG.
• GRESB membership.
Where possible, we take an active role in the
committees/associations to which we are signatories
or members, and we continuously seek to identify
where we can be more fully engaged.

• UN PRI membership since 2010.
• CDP (formerly Carbon Disclosure Project) S&P
500 Climate Performance leader for the past
seven years.
• TCFD reporting compliance.
• During 2020, we worked towards membership of
the UNGC, participating in conversations around
emission reductions and net zero goals, and we
became a member in January 2021.

On the next several pages, we set out some examples of
collaborative engagement with other investors:
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1. U.S. Large-Cap IT company
Background

As long-term shareholders in a U.S. large-cap IT company, our interests are well aligned
with its long-term value creation. Sound management of ESG issues can positively affect
the financial performance of our investee companies while mitigating short- and longterm investment risks.
As such, we have a vested interest in understanding how well companies manage
material ESG issues—and whether their directors can comprehensively oversee this
process and report to shareholders.

What did we do,
and why?

In collaboration with and led by a current institutional client, we requested a meeting
with the company’s Board of Directors to discuss how it oversees management of real
and potential societal impacts on the implementation of human rights standards across
its product development, operations, and value chain.
We were interested to understand how the company implemented the UN Guiding
Principles (UNGP) on Business and Human Rights, including how the Company identifies
its salient human rights issues, and their board’s approach to overseeing and managing
risks related to data privacy, freedom of expression, and artificial intelligence.
Our expectations reflect the growing responsibility of institutions to conduct due
diligence to ensure our investee companies respect human rights and uphold the same
high standards in all their business relationships.

What was
the outcome?

While the letter was submitted, and the coinvestor appreciated the support of Principal
in this matter, on this occasion the company did not respond to our request to enter
dialogue on the topic. Alongside other signatories, we subsequently filed a resolution on
the topic of board oversight on human rights risks.

What actions
did we take?

We acknowledge that progress can be slow. However, we recognise that our impact as a
shareholder is more meaningful than outright divestment.
As a financially sound investment, our view is that long-termism requires more than one
attempt at a successful outcome in relation to stewardship—ongoing collaboration and
effecting change where we can is key.
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2. National Apartment Owner – Restructure Proposal
Background

In September 2020, a national apartment owner we held within our real estate securities
portfolios announced a corporate restructuring. The restructuring effort involved
spinning out the ownership and operations of its stabilised core real estate into one
entity, while its redevelopment platform and select redevelopment and mezzanine loan
investments would remain in the legacy organisation. The goal of the transaction was to
make the spin-off a more predictable, less complicated, and lower leveraged company,
thereby commanding a higher multiple. The transaction was complicated by tax and
governance considerations as well as the ongoing relationship between the two entities.
An activist investor was not supportive of the transaction and proposed a board review
of strategic alternatives, including evaluating a sale of the company.

What did we do,
and why?

We engaged with the activist investor in several discussions and supported their
proposal to call a special meeting to advise on the proposed spin-off as we believed it
was important for shareholders to have a voice on this significant corporate strategy
decision, regardless of whether they were supportive of the restructuring or not. Our
support helped to exceed the necessary 25% consent threshold required to call this
meeting. Amongst other considerations, we were concerned the spin-off wouldn’t
maximise shareholder returns compared to an outright sale of the business.
Meanwhile, we also held calls with the company’s management team to better
understand the details of the spin-off and potential impact to the existing shareholders.
Though we welcomed the company’s decision to opt out of the Maryland Unsolicited
Takeover Act (MUTA), which allows a company to stagger a board without shareholder
approval, we also urged the team to take all alterative options into consideration,
including the suggestion from the activist investor.

What was
the outcome?

Unfortunately, the company’s management and Board elected not to schedule this nonbinding advisory vote prior to completing its spin-off (which occurred in December 2020).
Nevertheless, we believe our support of the special meeting was influential in the
apartment company’s decision to elect to make corporate governance improvements
prior to completing the restructuring, including opting out of MUTA beginning in 2022 as
well as separating the Chairmen and CEO roles of both entities.
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3. U.S. Department of Energy (DOE) Energy Risk Score Working Group
Principal Real Estate is participating in the U.S. Department of Energy (DOE) Energy
Risk Score Working Group, which includes participants from our lending peers, the DOE,
and the Lawrence Berkeley National Lab. The goal is to create and deploy an energy risk
score for commercial mortgages for use by lenders, aiming to review energy costs and
its impact on commercial default rates, and potentially then leading to better pricing for
more sustainable projects. They have a prototype energy risk score that has been discussed
among the participants, and we also provided (among other lenders) a sampling of loan
information to evaluate for energy and efficiency measures.
This has also led to a spin-off group with a number of our lending peers, participating in the
MBA CREF Green Lending Roundtable. This has been a forum for discussion on actual/best
practices on ESG from the lending front (borrower questionnaires, disclosures, general ESG
framework, green policies, etc.) and has become a place to hear what our peers are doing
and share how we are approaching various topics related to ESG.

4. Partnership with ISS
In August of each year, ISS conducts a policy survey of their clients, companies, and other
interested parties. We provide our input on several emerging and evolving topics. For the
last few years, we have shared our view across ESG topics included in our consultations
with ISS. From time to time, they will conduct special surveys on specific topics to which
we also contribute.
Once complete, we will consult with them, which allows Principal Global Investors
additional insight into what other institutional investors are thinking on these topics.
These insights are only shared with their counterparties who seek out this involvement
and participate in their information sharing processes. During our series of due diligence
meetings with ISS, we can also gain peer and ISS’s perspective on evolving topics, but,
most importantly, we can share concerns that we have that can then be incorporated
in their next annual survey and when setting future policy. This helps ensure that other
investors adopt our concerns.
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Outcome
We have explained in our examples above the
outcomes of a sample of the particular engagements
we have made. We consider our collaborative
engagements to be ongoing with discussions
continuing where necessary, acknowledging that
meaningful change can often take time and require
a sustained effort.
Although we have been successful in seeking certain
changes in line with our clients’ expectations when
directly engaging with issuers (as outlined in our
case studies provided in Principle 9), we also take
the opportunity when we are unsuccessful to
reconsider our approach and to look for alternative
ways to engage either directly or together with other
investors.

Enhancing our Collaborative Engagements
We recognise the importance of continuous
improvement on our approach to collaboration and,
thus, continue to look for ways in which we can use
other methods of collaboration more widely in the
future. This is particularly crucial where institutions
need to work together to tackle issues of wider
systemic risk, such as climate change and as noted
in Principle 4.
During 2020, to further our collaborative engagement
efforts, our global equities team began researching
organisations and networks that aligned with our
views on purposeful investing.5 Given the global
nature of our strategies, our primary search was to
look for an international organisation with a focus

on governance and stewardship, a U.S. organisation
with a focus on governance and stewardship,
as well as a social organisation with a focus on
human rights. We plan to become members of the
International Corporate Governance Network, Council
of Institutional Investors, and Investor Alliance for
Human Rights. We will continue to raise our level of
involvement through these and other appropriate
organisations in an effort to create long-term value
also aligned with our commitments to our community
and society.
We intend to continue our partnership with ISS as
well as other investors and corporates to further
learn, share perspectives, and advocate change when
appropriate. We want to effect positive change. Good
investors don’t go it alone; they get others on board
with them. We will, when appropriate, collaborate
with peers, policy makers, and others within our
industry regarding proxy matters as well as ESG
considerations.
Our real estate team also began assessing an investor
membership with GRESB since we have already been
a participant member in GRESB assessments. An
investor membership would be used to enhance our
ESG and engagement efforts for the management of
listed real assets.
We look forward to sharing our progress in this regard
for the 2021 reporting period.

At Principal Global Equities, we embrace the concept of “Purposeful Investing” as a direct extension of the definition of fiduciary. It
encompasses the Principal Global Equities’ culture, team structure, investment beliefs and process disciplines, including our evolving
approach to ESG investing. It is a fitting two-word summation of our own purpose to improve client outcomes.
5
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PRINCIPLE 11:

Escalation of stewardship activities to influence issuers

EQUITIES
The execution of our stewardship activities is
integrated into our investment process and guided
by our Engagement Policy. Our analysts and portfolio
managers consider escalation of issues on a caseby-case basis. If an investment analyst deems that
an issue requires further escalation either internally
or externally, not only when associated with good
stewardship, the decision resides with the individual
analyst to execute the appropriate course of action if
necessary. This process may include seeking additional
information utilising all available research methods,
making investment recommendations, deviating from
a voting recommendation, up to divesting in an asset.
An analyst decision may be made autonomously
or may be made in collaboration with a portfolio
manager/s if a transaction is required. Superseding
this process would be specific client instructions on
handling a mandate, for example an exclusionary
strategy that may prohibit ownership of a determined
controversial asset. Unless otherwise directed by the
client, the escalation will be in what is deemed the
best interest of the client.
To support the proper escalation and broaden our
consideration factors, we have retained relationships
with a wide and diverse range of research providers.
This includes the services of dedicated research
providers that provide specialty research in aiding us
in our research focused on ESG issues or responsible
investing. For example, MSCI ESG company ratings
providing information on event risk as well as longterm systemic risk factors may be considered by an
analyst. The considerations of these factors and the
potential materiality may vary by industry, company,
and geography as well as by our exposure to the
company. Through our process, an analyst would
likely consider these conclusions to be part of their
escalation process.
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To further support the escalation of our stewardship
responsibilities, we offer clients specialised voting
guidelines, including the ability to incorporate
sustainability factors in this active ownership
through proxy voting activities. This allows voting
for their assets in accordance with the guidelines
and allows us to deliver those results supporting
the client’s own definition of active ownership.
For example, a client may consider sustainability
factors when choosing voting policies that align with
their objectives, such as Sustainability or Socially
Responsible Investment Proxy Voting Guidelines.
Such policies seek to promote support for recognised
global governing bodies promoting sustainable
business practices advocating for stewardship of
environment, fair labour practices, nondiscrimination,
and the protection of human rights while meeting
the fiduciary responsibility. Another escalation point
related to proxy voting is being able to provide
clients with summaries of their proxy voting activities
in comparison to those of a sustainable policy
if requested. For example, for a Japanese client,
we implemented a custom reporting package in
alignment with their requirements as signatory of the
Japanese Stewardship Code.
We would also reserve the option to exit our
shareholding if we believed the timeframe for
effective improvement/change did not suit the best
interests of our clients. We engage in predominantly
private meetings with the goal of long-term
relationships in the best interests of our clients.
Where such concerns are discussed during meetings
with management and their advisors, they are
documented by our analysts and stored within our
research database.
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Meat Processing Company – Example from Principal Global Equities
Background

In 2020, one of our emerging market analysts met with the CFO of this company. The
intention here was to follow up with the company and how they’re progressing on ESG
priorities following recent exposure of corruption practices. Below are the high-level
points following the in-person meeting:
• They are in touch with the large ESG ratings firms on an almost weekly basis with recent
discussions about worker safety and environmental concerns.
• Management is now focused on debt restructuring, and the company plans to refinance
the bonds that are already callable with what are known as “green bonds.”
• Regarding board diversity, they understand it can be broadened in the future.
• In senior management KPI, they likely will add ESG improvements to the list of metrics
to earn variable compensation.

What did we do,
and why?

The CFO commented that senior management had debated this in the past. One vocal
opponent to the idea has now turned 180 degrees and realises the need to support it,
given market forces are clearly not going to change anytime soon. Beyond this one vocal
opponent, it sounds like others have become supportive of adding ESG goals to senior
management KPI as well.
This was a good engagement and highlighted a clear directional change compared to
previous interactions.
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FIXED INCOME
Our fixed income teams engage with the issuers in which they invest on a periodic and ad hoc basis.
In a limited set of circumstances, we do escalate our engagement by working with other investors in a
company to effect the changes we seek.

Social Engagement – Example from Post Advisory Group LLC
Background

Company C is a leading global pure-play downstream aluminium producer that we have
been invested in for several years. As a high value-add downstream aluminium producer,
underlying metal costs are passed through to its customers leaving Company C with
limited exposure to commodity price risk, which we view as an attractive business model
for a high yield credit. Additionally, we are constructive on Company C end-market
exposure with approximately 40% of the revenue derived from Packaging (category
with resilient and stable demand) and approximately 26% of the revenue derived from
Automotive (secular tailwind with increasing focus of light-weighting vehicles for fuel
economy and reduced emissions).
As a manufacturing business with 28 production facilities across Europe and North
America, Company C engages in various scheduled and unscheduled discussions with its
labour unions. During December 2020, United Steelworkers (USW) members at one of
Company C’s facilities went on a strike over unfair labour practices after the parties failed
to reach an agreement on renewal terms for the labour agreement.

What did we do?

While Company C has a good track record of maintaining constructive relationships
with its unionised workforces and no history of extended disputes at the facility with the
USW workers, Principal’s POST Advisory Investment Team connected with Company
C in December 2020 to engage on the importance of positive labour relations. In our
discussion with the Company, we reiterated the integration of ESG analysis in our
research and assessment of investment opportunities and how an extended strike and
or other disputes would be a negative ESG consideration, not just for us but also for the
broader market.

What was
the outcome?

Following this engagement, USW announced that they had ratified a new 5 year contract
with Company C at the facility, with its workers returning to work and ending a strike that
lasted a few weeks.
After the engagement, whilst we don’t directly claim credit for this outcome, we
believe that our engagement with the company alongside that of our peers helped
to reinforce the need to demonstrate fair labour practices are a consideration for
institutional investors.
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PRINCIPLE 12:

Exercise of rights and responsibilities and reporting expectations

Context
As noted in Principle 10, Principal Global Investors’
fiduciary responsibility is to act solely in the best
interests of our clients, which includes taking positive
action to seek to improve the investments we hold.
This extends to the way in which we exercise our
rights and responsibilities as investors.
For active investments, the analysis of corporate
governance issues and proxy voting is an important
component of portfolio management. Principal Global
Investors executes these responsibilities consistent
with the desire to seek the best outcomes for our
clients while also ensuring our investee companies
adopt and execute sound governance practices to
produce long-term shareholder value. This approach
also influences our interactions with the management
of the companies in which we invest.
Principal Global Investors also believes a company’s
ESG practices may have an effect on the value of the
company, and, therefore, we may take these factors
into consideration when voting. Proxy voting is not
only Principal Global Investors’ fiduciary responsibility
but also an important tool for interacting with
company management and impacting the outcomes
we seek.
Our approach to exercising our rights and
responsibilities is always conducted in line with
our client expectations and our wider ESG and
stewardship policies, including on voting, as described
herein. Rather than take a one-size-fits-all strategy to
voting, our approach may differ across asset classes
and jurisdictions as we seek particular outcomes for
our clients. We appreciate that a considered approach
is necessary so that we understand the varied drivers
in different geographies and across asset classes in a
way that will ultimately lead to the best outcomes for
our clients.

In relation to listed equity assets, we adhere to the
following policies and procedures:
Voting Policy
Principal Global Investors has adopted and
implemented written Proxy Voting Policies and
Procedures (the Proxy Voting Policy) that are
designed to reasonably ensure that proxies are voted
in the best interests of our clients, either in line with
the stated investment strategies of our funds, or for
advisory clients who have authorised us to address
these matters on their behalf. Our guiding principles in
performing proxy voting are to make decisions that:
• Favour proposals that have the potential to
maximise a company’s shareholder value;
• Are not influenced by conflicts of interest, as
described in Principle 3.
Our Proxy Voting Policy is designed to guide us in
voting proxies, not necessarily in making investment
decisions. Our portfolio management teams base
their investment decisions on a variety of factors.
Our Proxy Voting Policy6 describes our approach to
exercising voting rights and other rights attached to
shares while explaining, amongst other things and
as summarised below, how we deal with conflicts
of interests and when we might choose to abstain
from voting.
We have engaged ISS, a proxy voting advisory firm,
to provide research recommendations and vote
execution services.
Our general Proxy Voting Policy uses the ISS Standard
Proxy Voting Guidelines7 (ISS Guidelines), except
where a portfolio management team may decide to
diverge from these guidelines. In such cases, certain
procedures and documentation have to be met. In the
rare event that a proxy ballot is received for a fixed
income account, the relevant portfolio manager is
responsible for voting the ballot.

The Proxy Voting Policy is available on our website: principalglobal.com/about-us/responsible-investing
Principal Global Investors has adopted all of the ISS policies, with the exception of those listed under Specialty Policies. We will, however,
apply the Taft Hartley guidelines under Specialty Policies upon client request.
6
7
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Proxy Voting Committee and Extent of Use of
Default Recommendations
As noted above, we have engaged ISS to provide indepth research, voting recommendations, and vote
execution. However, we maintain robust oversight
of proxy voting and the use of the ISS Guidelines to
ensure we are exercising our rights and responsibilities
fairly, consistently, and in line with our client needs
and the wider Principal Global Investors stewardship,
conflicts, and other related policies and processes.
Principal Global Investors Proxy Voting Committee
(the Proxy Voting Committee) is comprised of relevant
analysts and portfolio managers of the representative
equity strategies (together, Portfolio Management)
and a representative of the ESG Working Group
will be added in 2021. Internal legal, operations,
compliance, and risk will provide consult to the Proxy
Voting Committee and are non-voting members.
The Proxy Voting Committee (i) oversees the
voting of proxies and the proxy advisory firms, (ii)
makes determinations as to how to instruct the
vote on certain specific proxies, (iii) verifies ongoing
compliance with the Proxy Voting Policy, (iv) reviews
the business practices of the proxy advisory firm, and
(v) reviews the Proxy Voting Policy.
The Proxy Voting Committee meets at least
four times per year and as necessary to address
special situations.
The Proxy Voting Committee, on an annual basis, or
more frequently as needed, directs our investment
professionals to review draft proxy voting guidelines
prepared by ISS (the Draft Guidelines). The Proxy
Voting Committee will collect the reviews of the Draft
Guidelines to determine whether our investment
professionals have positions on issues that deviate
from the Draft Guidelines. Based on this review,
Principal Global Investors will work with ISS to
develop a single set of proxy voting guidelines.
Collectively, these guidelines will constitute our
current Proxy Voting Guidelines and may change from
time to time (the Guidelines).
The Proxy Voting Committee has determined that, in
general, voting proxies pursuant to the Guidelines is
in the best interests of clients. Therefore, an advisor
will usually instruct voting of proxies in accordance
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with the Guidelines. However, there may be instances
where proxy votes will not be in accordance with the
Guidelines. In addition, Principal Global Investors may
deviate from the Guidelines on an exception basis if
we determine that it is the best interest of clients in a
particular strategy to do so. When the Guidelines are
not followed, Principal Global Investors will adhere
to their exception process as outlined in the Proxy
Voting Policy.
The Proxy Voting Committee will receive and review
a quarterly report summarising all proxy votes
for securities for which Principal Global Investors
exercise voting.
Client Instructions
Clients have wide discretion to override our Voting
Policy in respect of segregated accounts. Our policy
specifically allows clients to do direct voting when we
act for them on a segregated basis.
When a client authorises us to vote proxies on their
behalf, they may obtain a summary report relating
to their account by contacting their relationship
manager. Principal Global Investors also makes
custom voting policies available to all clients, and they
may elect to align with any specific objectives unique
to their segregated mandate, including sustainability
policies.
Therefore, client investment strategy can, and does,
impact voting determinations. For example, we
generally consider social issues when voting proxies
for socially screened portfolios and accounts and
generally consider environmental issues when voting
proxies for environmentally screened portfolios and
accounts. We may also take social or environmental
issues into account when voting proxies for portfolios
and accounts that do not have social or environmental
screens if we believe that doing so is in the best
interests of the relevant client(s) and otherwise
consistent with our duties, such as where material
environmental or social risks may have economic
ramifications for shareholders.
Clients may also instruct Principal Global Investors,
specific to their account, to utilise a different
set of guidelines, or request specific deviations
or full administration of their own proxy voting
responsibilities directly.
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Portfolio Management
Portfolio Managers are responsible for determining
how to vote proxies for those securities held in the
portfolios their strategy team manages. The Proxy
Voting Committee, with input from various parties,
establishes the Guidelines and the Proxy Voting Policy.
However, they do not direct votes for any client except
in the case of a conflict of interest. While Portfolio
Managers generally vote consistently with the
Guidelines, there may be instances where their vote
deviates from the Guidelines.
In these circumstances, Portfolio Managers will work
within the established exception process outlined in
the Proxy Voting Policy. In some instances, a security
will be held by multiple internal investment strategies
managed by different Portfolio Managers. In these
cases, we may vote differently on the same matter in
keeping with their discretion.

Securities Lending
Our Proxy Voting Policy does not dictate our views on
stock lending. However, as a general process, we prefer
not to engage in stock lending unless directed by a
client. Some clients may have entered into securities
lending arrangements with agent lenders to generate
additional revenue. If a client participates in such
lending, the client will need to inform Principal Global
Investors as part of their Investment Management
Agreement if they require us to take actions in
regard to voting securities that have been lent. If not
commemorated in such agreement, Principal Global
Investors will not recall securities, and, as such, they
will not have an obligation to direct the proxy voting
of lent securities. Principal Global Investors maintains
one share for each company security out on loan
by the client. Principal Global Investors will vote the
remaining share in these circumstances.
For votes that Principal Global Investors deems to
have significant materiality, we will notify the client
and request the client recall all shares in order to
impact vote results in a more meaningful way and in
alignment with the preferred long-term objective of
the investment team. The recall decision ultimately
will reside with the client. In other cases, Principal
Global Investors may notify management of our
reasons for voting against a resolution or against
management as determined by our investment team
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and may engage with management accordingly for
loaned securities. Depending upon the materiality
of the resolution, and if we continue to hold the
company, our investment team may choose to engage
on the topic with investee company management in
their further/ongoing analysis of the holding. In cases
where Principal Global Investors does not receive a
solicitation or enough information within a sufficient
time (as reasonably determined by Principal Global
Investors) prior to the proxy-voting deadline, Principal
Global Investors may be unable to instruct the recall
of shares.

Activity and Outcome
Fixed Income Assets
We review all prospectuses and transaction
documents for fixed income assets. We work with
the underwriters—and, if necessary, our peers—to
ensure that our securities experience the most limited
impairment possible and that issuers do not overstep
the boundaries of contract and good governance to
impair our obligations.
When a company issues new debt, we are involved
in conversations around indentures. We actively
negotiate covenants within indentures upon new
issue into the global high yield market. Access to trust
deeds and/or impairment rights along with reviewing
prospectus and transaction documents are all
standardised in the global high yield marketplace.
Availability of Proxy Voting Information
Principal Global Investors will inform those clients
for which it has voting authority how to obtain
information about how we voted with respect to
client securities. We will provide those clients with
a summary of the proxy voting guidelines, process,
and policies and will inform the clients how they can
obtain a copy of the complete Proxy Voting Policy
upon request.
We maintain a clear audit trail of all our governance
engagements and voting decisions and the reasons
behind them. Similarly, we maintain a clear audit trail
of our ongoing research, our recommendations, and
the reasons behind our investment decisions. These
processes form the subject of reviews conducted
by management, compliance, compliance oversight
audits, forensic testing, internal audit, and, as
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requested, part of a due diligence process of a client
as well as regulatory examinations applicable for all
geographies in which we operate.

part of the service they provide to Principal Global
Investors and is built into our own oversight and audit
of voting explained above.

During this period, voting decisions were executed
by ISS based either on the Guidelines or on our own
voting decision. ISS reporting on voting is an integral

Details of our proxy voting for the period 1 January
2020 to 31 December 2020 are outlined below.

The following table shows the number of meetings voted during 2020 and the number of
votes against management and ISS.
Meeting overview
Category

Number

Votable Meetings

5,057

Meetings Voted

5,035

Proxy Contests Voted

11

Meetings with Against Managment Votes

2,068

Meetings with Against ISS Votes

110

The following chart shows the proportion of votes cast with management and against
management and alignment with the ISS policy recommendations.
Alignment with management
Comparing vote cast alignment with
management recommendations
highlights similarities and differences
between your governance philosophies
and the investee’s approach to key
corporate governance issues.
The votes cast on ballots during the
reporting period are aligned with
management recommendations in 91%
of cases, while the ISS Benchmark Policy
recommendations are at 90% alignment
with management recommendations.
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The following chart shows the proportion of votes cast with management and the ISS
benchmark policy across the various management proposal categories.
Votes cast on management proposal categories
Comparing votes cast to management and
ISS Benchmark Policy recommendations
across the major proposal categories
provides insight into the positioning of votes
on proposals submitted by management
against these benchmarks.

Reorganisation and Mergers
Executive Compensation
Directors Related
Antitakeover Related

Votes cast during the reporting period
were least in line with management on
Executive Compensation matters, where
only 84% of votes followed management
recommendations.

Capitalization
Routine/Business
0%

Across categories, votes cast on management
proposals show the closest alignment to the
ISS Benchmark Policy guidelines.

25%

% with management

50%

75%

100%

% with ISS Benchmark Policy

The following chart shows the proportion of votes cast with management and the ISS
benchmark policy across the various shareholder proposal categories.
Votes cast on shareholder proposal categories
Votes cast on shareholder proposals, in
opposition to management, reflect support
for proposals submitted by shareholders.
During the reporting period, has shown the
highest level of support for shareholder
proposals related to Other/Miscellaneous,
at 58% and the lowest level of support for
shareholder proposals related to General
Economic Issues, with 25% of proposals
supported in this category.
Across categories, votes cast on shareholder
proposals show the closest alignment to the
ISS Benchmark Policy guidelines.

Social/Human Rights
Health/Environmental
Directors Related
Compensation
Corporate Governance
General Economic Issues
Routine/Business
Other/Miscellaneous
0%

25%

% with management

50%

75%

100%
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This Principal Global Investors Shareholder Engagement Policy Disclosure information may also be found on our website.8
Additionally, for further information on client communications and reporting, refer to Principle 6.
More detailed voting records are available to clients on request. According to client reporting requirements, we also
provide summaries in varying degrees of detail relating to the execution of our stewardship and voting activities in the
form of annual or quarterly due diligence meetings, standard and custom client reporting packages, and other client
reporting methods. Given the nature of our client base and our product vehicles, we generally view this to be proprietary
to our clients and do not disclose this publicly.

8

principalglobal.com/about-us/responsible-investing
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Principal Global Investors leads global asset management at Principal® and includes the asset management operations
of the following members of Principal®: Principal Global Investors, LLC; Principal Real Estate Investors, LLC; Principal
Real Estate Europe Limited and its affiliates; Spectrum Asset Management, Inc.; Post Advisory Group, LLC; Origin Asset
Management, LLP; Claritas Investimentos; Principal Global Investors (Europe) Limited; Principal Global Investors (EU)
Limited; Principal Global Investors (Singapore) Ltd.; Principal Global Investors (Australia) Ltd.; Principal Global Investors
(Japan) Ltd.; Principal Global Investors (Hong Kong) Ltd., and includes assets where we provide model portfolios.
Reference to a specific investment or security does not constitute a recommendation to buy, sell, or hold such
investment or security and is provided for illustrative purposes. Expressions of opinion and predictions are accurate as
of the date of this communication and are subject to change without notice.
The Principal Global Investors Stewardship Code has been adopted by Principal Global Investors (Europe) Limited, a
wholly owned subsidiary of the Principal Financial Group. Principal Global Investors (Europe) Limited is authorised and
regulated by the Financial Conduct Authority.
©2021 Principal Financial Services, Inc.
Principal, Principal and symbol design, and Principal Financial Group are trademarks and service marks of Principal
Financial Services, Inc., a member of the Principal Financial Group.
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