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Introduction
As providers of equity and debt to companies or advice to asset owners, all financial institutions play a vital role in:
•

Net Environmental gain, appreciating or aiming to improve the state of the planet that we have inherited against
that which we bequeath to future generations

•

Achieving positive Societal outcomes across labour and human rights, and community impacts

•

Ensuring companies we invest in are well Governed, from audit and accounts to directorships and board
accountability

River and Mercantile is committed to creating value for investors. A sustainable and socially responsible approach
to investment enables our responsibility to both protect and enhance the long-term value of assets. And core to this
is empowering our investee companies to bring about positive change themselves with our support – the very
definition of stewardship that we use.
We were delighted to be accepted as signatories to the FRC Stewardship Code 2020 given the high standard and
recognition it sets. We are now pleased to share our annual submission to the FRC reporting on our engagement
activities over 2021, with progress and outcomes reported against the twelve Principles of the Code.
In this report, you will read qualitative and quantitative detail about the approach to ESG, governance that River
and Mercantile has put in place, the importance of understanding and then actually delivering upon clients’ required
outcomes (including for ESG and stewardship) as well as some real engagement, collaboration and voting examples.

Alex Hoctor-Duncan, CEO
Roger Lewis, Head of ESG
April 2022

Approval by Governing Body
River and Mercantile Asset Management LLP’s Stewardship Code Report 2022 for the reporting period 1st January
to 31st December 2021 has been reviewed and approved by its duly constituted governing body, the River and
Mercantile Asset Management LLP Executive Committee, on 28th April 2022. The report is signed below by Alex
Hoctor-Duncan, Chair of RAMAM and Chief Executive Officer of the River and Mercantile Group, on behalf of the
Executive Committee, and shall be published on the River and Mercantile website.

Alex Hoctor-Duncan
Chief Executive Officer
River and Mercantile Group

Corporate Activity
River and Mercantile Group has undertaken and been the subject of significant corporate activity during 2021. The
Group’s Solutions business (River and Mercantile Investments Limited) was sold to Schroders, effective 31st January
2022, the Group has agreed to sell its US business to management (completion expected in Q2 2022) and the Group
itself has been the subject of a recommended offer from Assetco plc (completion expected Q2 2022)
None of the corporate activity affects RAMAM’s signatory status to the FRC’s Stewardship Code. This report is
accurate for the period covered: full year 2021, before these changes. Future reports will be subject to change to
reflect the new corporate structure.
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PURPOSE AND GOVERNANCE
Principle 1 – Purpose, Strategy and Culture
Who we are
River and Mercantile is a client focused asset management specialist working closely with institutional and
wholesale clients in the UK, Europe, USA and New Zealand. We are committed to being known and respected as an
innovative asset manager. We offer a differentiated portfolio of high conviction products, from a principles driven,
high performing team. Within the Group are long-only equities (under the strategy of Potential, Valuation & Timing
or PVT), emerging market equities (under the strategy of Industrial Lifecycle or ILC) and infrastructure investment
capabilities.
River and Mercantile Asset Management LLP (“RAMAM”) is the long-only equities manager, based in London with
~£4.1bn assets under management. This submission to the FRC focuses on RAMAM. We specify throughout where
specific content relates to RAMAM or the wider group (“Group”) as applicable.
River and Mercantile is a net zero carbon asset manager meaning all our portfolios will be managed in line with net
zero greenhouse gas emissions by 2050. And as required by the Net Zero Asset Managers commitment, we have
started to engage on emissions reduction as well as integrate the associated greenhouse gas data to investments.

Group and RAMAM Commitment to Responsible Investment and Stewardship
In 2018, the Group became a signatory to the UN Principles of Responsible Investment. As a signatory, the Group
commits to uphold the six key principles, including engagement and reporting. We were pleased to be awarded an
A+ for the last assessment undertaken by PRI (2020).
RAMAM was a signatory to the former UK Stewardship Code 2012, and was delighted to be accepted by the UK
Financial Reporting Council as a signatory to the 2020 Code in September 2021.
RAMAM is committed to quality engagement to empower our investee companies to achieve positive change
themselves. This annual submission to the FRC for 2021 demonstrates how we turn this commitment and
responsibilities as signatories into action. We have several other memberships to further support this commitment
to engagement. Effective from 2021, this includes the Institutional Investors Group on Climate Change, CDP (the
Carbon Disclosure Project) and the UN Global Compact.
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Corporate Governance
River and Mercantile recognises the key value of good corporate governance in ensuring the long-term sustainable
success of a company, generating value for shareholders and contributing to wider society. In 2021, the Group board
comprised three independent Non-Executive Directors, the Chair who was independent on appointment, a Deputy
Chair and three Executive Directors.
Good corporate governance is critical to the successful management of a sustainable business. Accordingly, we are
committed to the principles of corporate governance contained in the UK Corporate Governance Code 2018 and
report on our compliance annually in the Governance Section of the Group’s Annual Report:
https://riverandmercantile.com/investor-relations.
In 2021, River and Mercantile Group comprised three regulated entities (River and Mercantile Infrastructure LLP is
not regulated, but an Appointed Representative):
•

River and Mercantile Asset Management LLP (‘RAMAM’), a UK based FCA regulated asset manager and SEC
registered investment adviser

•

River and Mercantile Investments Limited (‘RAMIL’), a UK based FCA regulated asset manager and investment
adviser

•

River and Mercantile LLC, a USA based SEC registered investment adviser

The purpose of this report is to highlight the stewardship and responsible investment activities of our UK regulated
subsidiary RAMAM in 2021. As you would anticipate, operating two UK regulated subsidiaries within a Group
construct meant that there were many common areas where RAMAM and RAMIL were supported by centralised
functions and shared common views, culture and values overseen by the Group board. The Group Chief Executive
provided a link between the Group board of directors and the management bodies of RAMIL and RAMAM, and sat
on the board of directors of RAMIL and was a designated member of RAMAM.
There were of course areas where RAMIL and RAMAM diverged in their approach to sustainable investing,
stewardship and ESG outcomes. This report is clearly the RAMAM perspective.
Governance for ESG specifically is provided via a quarterly ESG and Stewardship Committee (chaired by the Group
Chief Executive and covering approvals, escalations and issues & progress of strategy) and ESG Policies (groupwide
for ESG, Climate and Exclusions, and investment-team specific for ESG integration and Voting & Engagement). These
Policies are made publicly available: https://riverandmercantile.com/responsible-investment/.
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Group Culture
The Group Board is responsible for setting the purpose, values and strategy and for ensuring that these are aligned
with the Group’s culture. Integrity is fundamental to our conduct-led culture and the Directors lead by example,
setting high standards to promote the desired culture across the Group. The Group Board assessed and monitored
culture regularly through reports received from the Group’s Executive Directors and senior management. Our
conduct-led culture is underpinned by the Group’s principles and values.
We have established a common set
of values which we expect all of our
people to adhere to. As part of our
annual appraisal process, we ask
our employees and their line
managers to evaluate their
performance against our values
and to demonstrate how they have
performed against our values using
examples of the work they have
undertaken over the year.
By evaluating performance against
our values through our formal
annual appraisal process, we can
better integrate our values and
measure
our
employees’
achievement against them.
We strive to have a conduct-led culture which is underpinned by our principles and values. We believe that this
framework of a conduct-led culture, principles and values enable us to be effective stewards of our clients’ capital.
Respect, integrity, authenticity and diversity of perspectives and thought are fundamental to several aspects of our
stewardship activities – ranging for our investment process to our approach to voting and engagement.
Group Values
Passionate about client success:
We expect our people to be passionate about client success. We care about our clients. We gauge this by whether
clients believe our commitment.
Creative – involving, challenging and convincing others:
Creativity is critical to our client proposition. We aim to keep reinventing ourselves to achieve our business
objectives of growth and to avoid becoming commoditised. This is best achieved by bringing together diverse people
to debate issues. We therefore seek to hire and advance people who are creative, who involve others to get higher
quality input and are comfortable challenging. In debate, we do not recognise hierarchy, only the quality of the
argument.
Open, candid and constructive:
We expect our people to be open with information and their views. We expect people to be candid, particularly in
the management of others and want all interaction to be constructive.
Demanding of our best:
We aim to stretch ourselves and each other to be the best we can. We are demanding of our people and we are
committed to helping them achieve excellence. We expect people to express constructively their disappointment
for anything that is mediocre, be it client work, performance or internal processes.
Commercial in all that we do:
Commerciality means more than just profitability. We aim to engage in client relationships in a way that works for
both the client and our business. Ultimately, commerciality is about how we balance risk and cost against potential
reward.
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Group Approach to Sustainability and Stewardship
We take our role as custodians of our clients’ assets very seriously and continue to develop and enhance our
approach to ESG. Considerations of our role as stewards and an evolving understanding of stewardship being “the
responsible allocation, management and oversight of capital to create long-term value for clients, leading to
sustainable benefits for the economy, the environment and society” as defined in the FRC 2020 Stewardship Code,
are consistent with our clients’ evolving investment needs and expectations. Therefore, stewardship plays an
expanding role in the Group’s focus on delivering investment solutions to meet those needs.
River and Mercantile is a responsible
steward of capital with a culture of
longevity. It will strive for sustainability
through the pillars of Responsible
Stewardship, People, Community,
Environment and Innovation, leading to
positive long-term outcomes for all.
Over 2020, we established a core set of
principles that were applied throughout
2021 horizontally across the Group’s
underlying core activities, and vertically
to how we behaved as a Group and as a
listed company. This was done on order
to embrace good governance and
sustainability.
Through the Group’s ESG and
Stewardship Committee, we adopted
these five corporate social responsibility
principles as our five sustainability
pillars to guide ESG integration and
investment stewardship. We recognise
that our ESG and stewardship goals are
best served by having a common set of
sustainability pillars. We further
recognise that our strength as an asset
management group can lie in our
differences and we value diversity of
thought. These sustainability pillars
provide guidance on application and
integration into investment processes.
RAMAM Investment Strategy and Sustainable-PVT
Investment beliefs, cases and thesis centre around Potential, Value Timing (PVT). For ESG specifically, factors we
consider most important in our unique investment approach are enablers and improvers, accompanied by solid
engagement.
•

Our philosophy identifies the three factors that drive share prices higher over the medium term: Potential,
Valuation and Timing (PVT)

•

We believe that companies have life cycles; times of success, times of failure and then change. As a result,
we categorise the potential investment universe into growth, quality, recovery and asset-backed
opportunities

•

Our proprietary screening tool (MoneyPenny) systematically scores and ranks all companies on PVT within
each of the four categories
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With investors increasingly requiring evidence of ESG integration in making responsible investment decisions, the
articulation of our approach is now more important than ever to achieve the best outcomes for clients. We have
identified several important tenets that impact a company regardless of its industry, business model or stage in its
lifecycle. This evolved into our “Sustainable PVT” framework – centred around the pillars of People, Innovation and
the Environment – which articulates our approach to responsible investment within our existing PVT process.

Assessment: How effective have we been in serving the best interests of our clients?
Acting in our clients’ best interests is at the heart of what we do. We recognise the trust placed in us by our clients
and the associated responsibility we have as stewards of their assets. Our clients expect that our stewardship of
their assets includes investment performance and integrates material environmental, social and governance risks
and opportunities within the investment process in accordance with their mandates. Through our investment
processes, voting and engagement, we believe we have been effective in serving the best interests of our clients, in
accordance with their mandates. However we consistently challenge ourselves to improve.
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Principle 2 - Governance, Resources and Incentives
Governance: Group (ESG)
For 2021, the governance framework included a number of subsidiary level committees to report into the
management of RAMAM, and a number of Group committees to report into superior Group committees, and
ultimately the Group Board and its Committees.
In 2020, the Group established an ESG and Stewardship Committee. Its purpose is to oversee the activities on ESG
issues and investment stewardship across the Group and includes the oversight and co-ordination of ESG and
investment stewardship strategy, obligations and reporting across the Group. The ESG and Stewardship Committee
has delegated authority from the Group Chief Executive to fulfil this role of oversight and co-ordination. Members
in 2021 included the Group Chief Executive, Head of ESG, General Counsel and Head of Compliance, Global Head of
Distribution, Group HR Director, Head of PVT, Group Chief Risk Officer, Group Chief Operating Officer and Company
Secretary.
The ESG and Stewardship Committee is supported by two monthly working groups, chaired by the Group Head of
ESG: an ESG Investment Working Group and an ESG Client Working Group.
The rationale for this Committee and Working Group approach is:
•

To provide oversight and guidance on the development of the Group’s ESG and stewardship vision, strategy
and policies

•

To act as a sounding board on the management of current and emerging sustainability and social
responsibility matters

•

To set strategy on the investment stewardship and ESG integration capabilities and to oversee its
implementation

•

To oversee delivery of ESG initiatives and set targets to measure the attainment of the initiatives

•

To monitor and review the ESG procedures, policies and practices of subsidiary businesses to ensure that
they remain relevant and fit for purpose and compliant with the applicable legal and regulatory
requirements and international standards

Matters relating to ESG investment were further overseen by subsidiary level committees and the Group’s
Investment Committee, chaired by an independent Non-Executive Director of the Group Board.
Approval of policies, including those related to ESG and stewardship, was undertaken through a policy approval
process. This included review and approval by the ESG and Stewardship Committee, approval by the Group Board
of key policies and the management of RAMAM, who review and approve their respective stewardship reports
ensuring that there is adequate oversight of stewardship activities.
Governance: RAMAM (Voting and Stewardship)
A voting instruction form for individual meetings is sent to the investment team (Director of ESG and ESG &
Stewardship Analyst). If Management Recommendation, ISS Recommendation and RAMAM Policy are FOR all items
in the meeting and RAMAM owns (controls) less than 3% of the shares outstanding, then Operations process the
voting decisions for the meeting according to RAMAM voting policy.
All other meetings are sent to the Director of ESG, or, in absence, the relevant portfolio managers (PM). The Director
of ESG reviews meetings referred by Operations and discusses specific items with the team as required (PMs and/or
analysts). The decision to vote against policy is therefore made on a collaborative and inclusive basis. This includes
for 2022 reviewing various guidance on Climate Transition Plans that companies are producing and whose
resolutions will be voted on at AGMs. The Director of ESG records any “Votes Against Policy”.
If a share-blocking meeting, Operations put a block on trading up to date after the meeting, if the Director of ESG
decides to vote. If a Power of Attorney is required and the client has not signed it, the vote is rejected. If the proxy
vote is not supported, RAMAM advises the company directly of its decision to allow for greater engagement and to
provide further detail on the reason for the decision.
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Clients may request RAMAM to vote in a specific manner in an upcoming meeting and a process has been set up to
monitor these requests. If the intentions are different to how we have elected to vote for our other clients, we send
our rationale to the client and await confirmation of their instructions. A vote confirmation report is generated and
sent to the Director of ESG for final approval and then an email is sent to the client. Clients in our pooled funds have
not requested us to direct voting and at this stage this is not a facility we have offered.
Governance of these voting activities is formalised in the RAMAM Voting and Engagement Policy, with working
groups, the ESG Committee and interactions with the Group ESG function to provide oversight. This oversight
ensures the Policy is followed, and that stewardship is closely monitored (for example action agreed with investees
companies are delivered).
Governance of wider stewardship is achieved via discussion of themes, progress, issues and prioritisations at
monthly investment and client working groups.
Groupwide Training
We have delivered a wide range of training over the year, including unconscious bias. We have provided study time
and financial assistance to employees undertaking professional qualifications. In the financial year ending June 2021,
training spend was £199k.
The Group remains fully supportive of apprenticeships and as an apprenticeship levy paying organisation, the Group
has access to levy funds which are being utilised to support management development programmes at Levels 3 and
5, business administration and finance qualifications.
The CFA ESG and Certificate in Climate and Investing qualifications are included in our firm-wide study policy. These
are available to relevant employees and an employee wishing to undertake would engage with their line manager
and HR to obtain approval.
Employees are encouraged to attend ESG and sustainability industry events.
Groupwide Resourcing for ESG
Our people are critical to the success of the Group. We are committed to upskilling and upscaling our team through
training, recruiting and developing our employees. Our people strategy is overseen centrally by the Group and the
Group Board.
In addition to ESG embedded across many people’s roles (in particular fund managers, analysts & distribution), we
have three dedicated ESG resources.
•

The Group Head of ESG (16 years finance experience, half of which are sustainability and responsible
investment) provides expertise to client and investment teams for all elements of ESG. This includes direction,
governance, data, engagement, performance, reporting and industry participation.

•

The RAMAM Director of ESG (25+ years finance experience, ten with ESG) leads on co-ordinating ESG
(Sustainable-PVT) and delivery of engagement within the investment team.

•

In 2021 we hired a newly created role for an ESG & Stewardship Analyst (graduate level), to provide support to
the Director.

All three have a significant role in RAMAM’s stewardship activities and ESG investment processes. We believe this
resourcing, together with wider investment team involvement in ESG, is adequate and reflects our size (assets under
management) and complexity of asset classes and range of funds.
RAMAM ESG Investment Processes
Although the Director of ESG oversees our approach to ESG, the day-to-day analysis of ESG risks and opportunities
rest with the portfolio managers and analysts, of which the Director of ESG is one. ESG related issues will be
discussed at meetings with CEOs and at separate meetings with non-executive Board members, when both the
Director of ESG and an analyst / portfolio manager will attend. Group ESG also provides inputs as required to the
investment team.

11
Groupwide Diversity
We believe that diversity of perspectives and thought, when part of an inclusive culture, results in better judgments
and decision making. We continue to focus on diversity and inclusion at all levels. The Group discloses the gender
balance of senior managers and their direct reports in its People, Sustainability and Corporate Social Responsibility
section of its Annual Report. The Group Board is comprised of seven directors, five male directors and two female
directors.
The Group has a Diversity Policy which was approved by the Group ESG and Stewardship Committee and the
Executive Committee. The Diversity Strategy sets out what has been done to date across the Group, the Group’s
diversity and inclusion priorities and considers the actions that could be undertaken to support our diversity and
inclusion priorities.
Over 2021, we group rolled out inclusive leadership training to all managers and unconscious bias training to all
employees. This will be continued for new employees. Our senior management are committed to a path of
improvement and development, recognising the benefits of a diverse and inclusive organisation and Group
Executive Directors have diversity objectives within their annual performance objectives, approved by the Group’s
Remuneration Committee for the financial year ended 30th June 2021.
Investment in Systems, Processes, Research and Analysis – RAMAM
RAMAM’s fund managers and analysts maintain regular dialogue with companies. This allows us to monitor the
development of companies’ businesses, including areas such as overall strategy, business planning, delivery of
objectives, capital structure, proposed acquisitions or disposals, corporate responsibility and corporate governance.
In addition, we engage with other stakeholders to enhance our own views on company performance. All dialogues
are linked, where possible, to one or more of the UN Sustainable Development Goals.
Whilst we may attend company general meetings and contribute to collaborations of multiple investors, our
preference is for engaging with companies directly. In analysing companies, apart from gaining an understanding of
the business and financial management, we believe that through fundamental research and meetings with
management it is important to identify potential material ESG and non-financial risks and opportunities, including
with regard to a company’s stakeholders such as customers, employees, suppliers and the environment.
Research – RAMAM
RAMAM’s multi-factor PVT (Potential, Valuation and Timing) investment philosophy is bottom-up and based on
company fundamentals. Analysis of financially-material ESG factors forms a core part of our research process, as it
is inextricably linked to a company’s sustainable earnings power.
Identifying and measuring material sustainability factors is a non-trivial task, as the materiality of each factor varies
across industries and companies. We take a flexible approach to incorporating ESG into our fundamental analysis to
ensure we have appropriately assessed the relevant risks and opportunities on a company-specific basis. Our
approach is informed by the SASB (Sustainability Accounting Standards Board) Materiality Map, which highlights
material sustainability factors on a sectoral basis and is validated by academic research, and the Taskforce on
Climate-Related Financial Disclosures’ Transition and Physical risks framework for climate-related risks are acute.
We are monitoring development of the International Sustaianbility Standards Board and EU non-financial reporting
disclores amongst others, and shall integrate into our research in future as appropriate.
Third-party ESG research is helpful to understand how a stock compares against its peers on sustainability issues
and to highlight potential risks as a prompt for more detailed analyst work. We use the scores in conjunction with
our own bottom-up sustainability analysis. Additionally, we utilise company meetings to verify sustainability-related
risks and opportunities and engage with companies on material factors.
ESG issues are also considered within portfolio construction and monitoring. As we conduct detailed sustainability
analysis where risks have been highlighted, we do not exclude potential investments based on sector, business
activity or third-party ESG rating. Third-party ESG ratings form part of a useful toolkit to assess risk at the portfolio
level, supplementing the fundamental research work undertaken by analysts.

12
Sustainability factors are one factor amongst many that we consider in an investment decision. By remaining true
to our investment process, we believe we can ensure sustainability risks and opportunities are reflected in portfolios.
We believe the relevant sustainability factors impacting a company’s long-term value creation potential differ by
company and by sector. As a result, we prefer a flexible approach when reflecting the explicative effect of our
sustainability analysis. Sustainability issues may impact a company’s future earnings potential by affecting the
appropriate growth rate of earnings, the sustainability of cash flow modelled or the stock-specific fade rate.
Where ESG issues are present, for example, a higher risk of stranded assets, this can be reflected in the discount
rate, whilst understanding a company’s absolute and relative sustainability credentials can help to inform the
multiple at which we are willing to value its future earnings or cash flow.
Service Providers – RAMAM
RAMAM use a third-party proxy voting service Institutional Shareholder Services to vote all client securities
overriding their recommended action when it differs from RAMAM’s General Principles on standards for good
corporate governance and management of environmental and social issues. Proxy voting is overseen by RAMAM’s
Operations team, who refer to the appropriate portfolio manager before confirming voting intentions.
ESG data predominantly from Bloomberg, MSCI and Sustainalytics compliments our own research as we are
cognizant of the shortcomings and limitations of basic scores for ESG from third-party data providers, where
opinions and ratings can differ materially on the same company. Whilst ESG ratings research provider is under
constant review, however for the time being we believe MSCI provides the best quantitative and qualitative research
to support our ESG research and exclusion list monitoring.
At the end of 2021, we introduced monitoring of a meeting results service, to enable understanding of our votes
and beliefs vs. actual outcomes.
Groupwide Incentives
Remuneration of our people was overseen by the Group’s Remuneration Committee, chaired by an independent
Non-Executive Director of the Group’s Board and comprised independent Non-Executive Directors. There is also a
Group Board Director responsible for employee engagement. The Group Remuneration Committee reviews and
considers the overall Group wide employee pay trends, has oversight of the various bonus pools and approves the
remuneration of the Group’s senior management and Executive Directors.
Conduct and compliance serve an important role in remuneration for all employees to ensure that we have a
conduct led culture across the Group. In determining remuneration, the Group’s Remuneration Committee take
account of reports from the Group’s risk, legal and compliance and the Group’s Audit and Risk Committees, as to
conduct and risk outcomes and any remuneration changes which should be reasonably followed.
The Group’s remuneration policies and practices take account of applicable law, regulations and corporate
governance standards. Appropriate variable remuneration deferrals are put in place for material risk takers involved
in the investment management of our funds across the Group. The Group Remuneration Committee has the ability
to reduce or cancel share awards granted in certain malus scenarios.
We recognise that the investments we make for our clients, as stewards of their capital, are long term investments
and our approach to the remuneration reflects our focus on the creation of long-term value for our clients. Our
approach to deferred remuneration and malus and clawback and the oversight of our Group Remuneration
Committee support our focus on the creation of long-term value for our clients.
We acknowledge that the direct link between remuneration outcomes and stewardship can be further strengthened
and enhanced. We address this by linking the achievement of specific stewardship related performance objectives
with variable remuneration outcomes: specific stewardship related performance objectives for the Director of ESG
and ESG Analyst, while for FMs and Analysts objectives include considering ESG in company research and portfolio
construction. By its nature, this will need to be addressed through engagement with line managers and employees
during the performance objective setting period and will therefore take longer to achieve. We further plan to link
this into senior management objectives and will address this through the Group Remuneration Committee in
relation to our Executive Directors.
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Principle 3 – Conflicts of Interest
Groupwide Approach
The Group has established and implemented a Conflicts of Interest Policy which applies to its UK regulated subsidiary
entity, River and Mercantile Asset Management LLP.
The Conflicts of Interest Policy has been approved through the Group’s policy approval framework, by the Group
Board and by the RAMAM governing body.
The policy sets out how we seek to identify and to prevent or to manage all material conflicts of interest and all
members of staff are required to read and comply with it. The Group’s Risk Committee and the Group’s Board are
ultimately accountable for the management of risk within the Group and reviewing the effectiveness of internal
systems and controls. Non-compliance with the conflicts of interest policy may result in disciplinary outcomes,
depending on the nature of non-compliance and actions taken to address this. The policy is reviewed annually and
on an ad hoc basis and training on conflicts of interest is also provided to all staff members annually.
An essential part of the Group’s business involves Group members acting as agents for clients when advising on or
making decisions in financial markets on behalf of them. Confidence in the Group’s integrity in acting on their behalf
is at the heart of the relationship of trust between the Group and its clients. This means that when making
investment decisions, or providing products or services to clients, the Group must always act in the clients’ best
interests and put those interests ahead of our own. The Group also has an obligation to treat all clients fairly, which
may give rise to the need to manage conflicts of interest between different groups of clients for whom we act as
agent. Certain conflicts of interest may be inherent in an agent and principal relationship. Where the Group acts as
agent it is possible that conflicts of interest may arise with clients or between the competing interests of different
clients.
A key principle of our Conflicts of Interest Policy is the prevention or management of any conflicts of interest linked
to stewardship. Disclosure of conflicts is treated as a measure of last resort.
Our conflicts of interest policy provides detailed circumstances that could give rise to a conflict of interest and
guidance on how we manage such conflicts that might arise in relation to the order and execution of trades,
investments by clients in our own funds, cross trading, giving and receiving gifts or dealing personal securities which
are held or advised on by members of the Group. Our policy is to take all reasonable actions to properly identify and
manage conflicts of interest and always to act in the best interest of our clients, so that transactions are effected on
terms which are not materially less favourable to the client than if the conflict had not existed. Such actions may
include putting in place controls between the opposing sides of the conflict which may control or prevent the
exchange of information and/or involve appropriate management of staff activities and segregation of duties.
Where such controls are insufficient to ensure with reasonable confidence that risks of damage to the interest of a
client can be prevented, the Group discloses the general nature and/or the source of the conflict of interest to the
client and the steps taken to mitigate those risks prior to undertaking the relevant business. The Group maintains a
Conflicts Register of actual or potential conflicts for each of the Group’s UK regulated entities.
Our Conflicts of Interest Policy is provided to all of our clients and is publicly available:
https://riverandmercantile.com/wpcontent/uploads/2020/11/RandM_Conflicts_of_interest_policy_20200922.pdf
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Principle 4 – Promoting Well-functioning Markets
We recognise that as stewards of our clients’ assets and as a participant in the financial markets, we have a
responsibility to play in addressing market-wide and systemic risks that affect the financial markets and a duty to
promote a well-functioning financial system. In 2021, this was addressed in two ways. First, how we as an investment
manager managed risks that may affect us and our ability to manage our clients’ assets. Second, how we addressed
market wide and systemic risks.
Group Approach to Risk Management
RAMAM risk management oversight was undertaken centrally by the Group. The Group’s overall risk objective is to
manage its business and associated risks in a manner that balances maintaining the safety and soundness of the
Group while limiting the risk of not delivering expected outcomes to clients. The Group considers this objective to
be strongly aligned to the outcomes expected by stakeholders: shareholders, employees, regulators, and the
broader market and community.
We took a cautious and proactive approach to risk management, recognising the importance of understanding risks
to the business, and managing them effectively. We had a formal structure for managing risks across the Group
comprising independent governance and oversight of risk, a risk appetite statement approved by the Board, risk
management frameworks (including policies and supporting documentation) and a formalised process for providing
risk reporting to the Group Board through the Group Board Risk Committee. We continue to invest in our risk
management approach and resources.
The Group Board has overall responsibility for risk management and was accountable for oversight of the risk
management processes for the period of this report. On an annual basis, the Group Board reviews the principal risks,
using appropriate quantitative assessment techniques such as stress testing to understand the level of exposure.
Governance Process for Risk
A structured approach to risk governance was established, covering both Group and RAMAM. This ensures an
effective level of alignment between oversight and management responsibility for risk.
The approach included risk policies and standards, and executive-level Risk Oversight Committees. The risk
governance structure includes clearly defined roles and responsibilities for Board and executive committees, control
functions and the accountable executives. Non-Executive Director oversight of the risk management process with
respect to standards of conduct, risk management and internal control was exercised through the Board Risk
Committee. To summarise:
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Risk Management Framework
The risk management framework set out the approach we took to identify, assess, manage, monitor and report
risks. It was designed to enable the Board to receive assurance that risks are being appropriately identified and
managed in line with the Group’s risk appetite:

Our risk assessment processes enable us to identify and assess the most significant risks that we face. These
processes are the foundation of our risk management framework.
We conducted stress testing and scenario analysis, covering a broad range of scenarios including market shocks and
idiosyncratic risk events, to understand the Group’s resilience to internal and external shocks, and to model
quantitatively the risk to the Group’s capital requirements and profitability.
We conducted these assessments across the Group and involved department heads, senior managers, executives
and the Board. The assessments allowed executive management to make informed risk-based decisions and to plan
appropriately for the ongoing running of the Group.
As the Group includes authorised and regulated subsidiaries, the Group and relevant subsidiaries were required to
hold appropriate levels of capital and liquidity to ensure their sustainability. Systems and controls and the process
for assessing the adequacy of financial resources and associated risks are documented in the Group’s ICAAP, which
examines downside events including revenue declines and the costs of an orderly cessation of the Group; and if
appropriate the Group will hold additional capital as a result of these tests.
In 2021, a high ESG risk watchlist was introduced. This provided oversight at ESG and Stewardship Committee level
for particular securities, with plans for monitoring the risk.
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Risk Identification
The Group Board conducted an annual assessment of the principal risks, including current and emerging, facing the
Group. The specific market-wide and systemic risks identified in the reporting period follow.
•

Sustained market decline (risk of a severe economic downturn and related sustained decline in asset prices)

•

Counterparty and credit risk (risk that clients or counterparties fail to fulfil their contractual obligations to make
a payment)

•

Failure of a critical outsourced service provider (risk that an outsourced partner fails to provide the service
required either through their own organisational failure, or through substandard performance)

•

Cyber threat (risk that a successful cyberattack could result in the loss of Group or client assets or data or cause
significant disruption to key systems)

•

Failure to perform fiduciary duty (risk that we unintentionally or negligently fail to meet a professional
obligation to specific clients (including fiduciary and suitability requirements)

Further explanation of these risks and our responses to mitigate are in the 2021 Annual Report and Accounts:
https://riverandmercantile.com/wp-content/uploads/2021/11/RandM_Annual_Report_2021_web.pdf

Climate Risk in Detail: Group and RAMAM
Climate risk applies to River and Mercantile as a corporate entity, and to companies that we invest in. For the former,
in 2021 a new annual climate risk assessment was introduced. This identified the transition and physical climate
risks that we are exposed to (short, medium and long term), with actions to mitigate. Further details are in our TCFD
disclosure under the Strategy and Risk Management sections:
https://riverandmercantile.com/wp-content/uploads/2021/11/RandM_Sustainability_Report.pdf.
When considering the climate related risks of an investee company, we use external inputs to identify risks
associated with carbon emissions and other environmental factors. Where these risks apply, we undertake further
research as part of our company research process. We believe companies should be making disclosures in line with
TCFD (and potentially the related TNFD in future) and that engagement is the best approach to achieve this.
Understanding the exposure of our equity portfolios to economic activities affected by the transition to a low carbon
economy is important. Tools we use included the PRI 2 Degrees Investing Initiative climate change scenario analysis
tool (to assess the impact of climate on our portfolios and for evaluating risks), the Transitions Pathway Initiative
(for management quality and carbon performance), and CDP (for climate disclosure data).
The transition risks and physical risks of climate change are taken into account in our investment process. Assessing
climate change risks is part of our fundamental research. For example, in the Energy sector, the impact of regulation,
which is likely to increase, and innovation, which will start to reduce the demand for fossil fuels, are important areas
for us to monitor. Regarding climate change return seeking opportunities, within our portfolios we have exposure
to wind farms, wind turbine manufacture, semiconductor capital equipment, in particular suppliers to
manufacturers of energy efficient LED Displays and smart meters.
Working with Others
Group ESG participated in industry initiatives as we recognise the value of working with others to promote the
continued improvement and function of the markets. This included technical working groups (such as engagement
for net zero or contributing to the UK Green Taxonomy, both with IIGCC) where our involvement was active
contribution to the aims and outputs, and advocacy letters (such as the 2021 Global Investor Statement to
Governments on Climate Change). We are also member of The Investment Association, to work with financial
market peers in various initiatives.
We are also now active in Climate Action 100+ and other collaborative engagements (more detail in Principle 10),
typically at company level for industry wide themes.
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We note the risk of partnering with other investors and the need to manage conflicts of interest, avoid acting in
concert and maintain appropriate confidentiality.
Conduct
In addition to an effective risk management framework, good conduct and clarity on the expectations around it is
critical to effective management of risk. As an FCA regulated firm and subject to the FCA’s Conduct Rules, employees
have a duty to observe proper standards of market conduct.
We consider ourselves to be a business focused on client outcomes, with conduct a core value to our thinking. We
place significant focus on the integrity and good conduct of employees, with our appraisal process including an
assessment of displayed behaviours. Conduct as a broader theme has received a great deal of attention and active
support from the Board and the Group’s executive management.
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Principle 5 – Review and Assurance
We fully recognise the need to review all policies and processes, including those for ESG and stewardship, to assess
their effectiveness and keep current as our operating environment continues to evolve.
As mentioned within Principle 2, approval of all policies is undertaken through our policy approval process. Relevant
policies such as Conflicts of Interest, Personal Account Dealing, Best Execution or Voting and Engagement policies
are maintained and reviewed regularly and benefit from being subject to the same level of internal compliance
monitoring and attestation that is applied to any policy implemented within the Group.
Depending on the subject matter, policies are developed within the business by internal owners of each policy or by
a subject matter expert in our Legal and Compliance or Risk team. The draft policy is then circulated internally for
peer review and challenge. Following this, the review process varies depending on the substance of each policy, on
whether the matter of the policy is one reserved for a particular committee based on that committee’s terms of
reference, or whether the policy is owned by the management bodies of RAMAM. The determination of whether
the policy then needs to be reviewed and approved by the Group Board is made by the Chief Risk Officer and the
Group General Counsel and Head of Compliance.
OUTCOME: Changes made following a review
Following a review of all ESG policies in Q1 2021, several gaps were identified. These were then filled over Q2 and
Q3 with an ESG Policy Architecture, providing full coverage of ESG polices: general ESG, Exclusions and Climate
at Group-level, and ESG and Voting & Engagement at investment-team (including RAMAM) levels.

The RAMAM Voting & Engagement Policy specifically was developed to support the oversight and implementation
of our stewardship responsibilities and the furtherance of our ESG initiatives. This Policy is reviewed and updated
annually (last in Q4 2021) and circulated to RAMAM Executive Committee for review and formal approval. Changes
include the introduction of a clear process for escalating an engagement, a section detailing how to apply the Policy
in practice and updates to the general principles including board governance and voting.
Our Conflicts of Interest Policy represents a different example of our policy approval framework. The policy owner
of the Conflicts of Interest Policy is the Group’s Head of Compliance and the review and amendment of the policy is
undertaken by the Group’s legal and compliance team. This policy has groupwide applicability and although the
initial step of the review process is the same as with all our other policies, the policy is then circulated to the
management bodies for approval.

Internal Assurance: Group and RAMAM
Internal assurance of stewardship was provided by a combination of senior staff, RAMAM ExCo, the Group Board
and committees.
This submission to the FRC has been prepared by a working group with inputs from across RAMAM, drawing on the
resources of the Group’s legal and risk teams for certain principles and subject matter experts. It has been reviewed
and challenged by members of the governing body of RAMAM and feedback provided to the relevant working group
members. These individuals are senior managers and intimately understand the operation of their respective
business areas.
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External Assurance: Group and RAMAM
This submission, also other stewardship reports and engagement more generally, are reviewed by Group ESG, who
is independent to RAMAM to provide assurance. The final reports will be reviewed and approved by the governing
body of RAMAM in advance of publication. It is through this review and challenge process coupled with the ultimate
approval of the stewardship reports that we ensure that our stewardship reporting is fair, balanced and
understandable.
RSM Risk Assurance Services provides independent internal audit for the Group. As relevant and necessary, RSM’s
work includes a review of policies and procedures applicable to areas subject to audit and RSM provides feedback
on the effectiveness of such policies and procedures in order to ensure that they are compliant with the applicable
legal and regulatory requirements and best practice. RSM’s internal assurance and review activities have resulted
in improvements and clarifications to several of our policies in the period.
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RAMAM INVESTMENT APPROACH
Principle 6 – Client and Beneficiary Needs
A core investment philosophy is investing in enablers and improvers, not just companies that are green already, as
this is where net environmental gain and positive societal outcomes can be achieved.
RAMAM has a presence in the private investor / wealth market due to long-standing relationships with private client
stockbrokers, discretionary wealth managers and other areas of the wholesale market. RAMAM also provides
solutions for institutional clients in the UK, US, Australia and New Zealand.
OUTCOME: Understanding and acting on client needs
For both types of client, there are processes in place for getting and understanding their needs and requirements
in regards to integrating ESG with in their portfolios. This centres around our sales teams engaging with our clients
and sharing feedback on expectations today via internal working groups; also sales, investment and the Group
ESG function are continually ‘horizon scanning’ for likely requirements tomorrow. Actions to then meet the
clients’ needs then follow.
Examples of client lead outcomes in 2021 included the net zero carbon commitment as a current requirement
(made in July), aligning a portfolio’s holdings against the seventeen UN Sustainable Development Goals as a
requirement for multiple clients (data options reviewed and effective Q1 2022) and considering what clients
expect to see when developing our ESG reporting. As this feedback is direct from clients and is considered by all
relevant functions for implementing, we judge it to be comprehensive, fair and balanced.

As at 31st December 2021, assets under management were £4.1bn (FRC Signatory Category = small asset manager)
Region (£m)

June 2020

December 2021

Australia

750.6

-

New Zealand

172.4

227.2

Europe

58.1

80.0

United States

664.0

650.6

United Kingdom

2,520.8

3,159.7

Total

4,165.9

4,117.5

Client Type (£m)

June 2020

Pension Fund / Super Fund
Multi Manager
Charity / Endowment

December 2021
418.2

3,134

Institutional

1,157.5
261.1
371.55

Wholesale

1,031.8

1,909.1

Total

4,165.9

4,117.5
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Fund (£m)
European

December 2019

December 2020

December 2021

-

8.9

247.2

Global Concentrated

1,347.2

1,316.9

1,069.9

Global High Alpha

1,513.1

950.8

413.7

Global Recovery

1,118.1

940.7

818.3

-

-

168.7

73.0

59.5

80.0

210.0

194.5

-

91.4

157.8

198.7

UK Equity Income

158.1

121.0

115.9

UK Equity Smaller Companies

628.1

374.0

673.6

91.5

116.7

103.3

295.0

172.3

228.0

5,525.4

4,413.1

4,117.5

Global Sustainable Opportunities
UK Dynamic
UK Equity (Core)
UK Equity High Alpha

UK Micro Cap Investment Company Limited
UK Recovery
Total

As an equities manager RAMAM believes we are not only stewards of the assets entrusted to us by our clients, but
that we also have a fiduciary responsibility to achieve net environmental gain, positive societal outcomes and
improve the management of companies for all stakeholders. We see stewardship as empowering our investee
companies to bring about positive change themselves.
This is done without compromising our objective of achieving strong financial returns. Our investment time horizon
for holdings in portfolios is around 3-5 years. Many of our clients’ underlying beneficiaries are individuals with
retirement savings, and hence the importance of a long-term perspective to investing with a philosophy and process
that supports this objective.
We aim to vote on all resolutions where possible on behalf of our clients, both for UK companies and those stocks
held in our global equity portfolios. Voting is a core part of engagement and is a key way we act as an active owner.
As required by the EU Shareholder Rights Directive (SRD II), we publish an annual voting and engagement report on
our website, in addition to quarterly reports. These reports, and details of our General Principles in respect of
corporate governance are in our Corporate Governance Voting and Engagement Policy, are here:
https://riverandmercantile.com/esg/voting-and-engagement/.
In combination with our fiduciary duty as owners, we believe it is important to include ESG factors in our company
research process to mitigate risk and identify opportunities in stock selection. RAMAM’s multi-factor PVT (Potential,
Valuation and Timing, further below) investment philosophy is bottom-up and based on company fundamentals.
Analysis of financially material ESG factors forms a core part of our research process, as it is inextricably linked to a
company’s sustainable earnings power.
We believe the best process to assess and align the attitudes of management with our own is through engagement
and voting, rather than solely excluding a company. We believe it is important for shareholders to assert pressure
on companies to operate in the most responsible manner within the limitations of an industry. When a company is
not addressing such issues, or management is resistant to change, we would sell a holding or not invest.
Proxy votes can result in us voting against management on sustainability-related issues. Success of engagement is
measured by monitoring management’s future actions to address those issues.
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Client Reporting and ESG Factor Analysis
We report on our voting and engagement activity quarterly. This includes a summary of voting activity including
votes against management recommendations and differences to ISS recommendation at both the team and strategy
level. We show our voting activity by region and break down by different resolution categories.
We also detail the companies we have engaged with in that quarter and show a breakdown of engagements by issue
discussed. We map our engagements to the UN SDGs as well.
On client request, we provide detailed engagement summaries on a quarterly basis laying out the background, topics
discussed and outcome of each engagement. We report to clients on our engagement objectives and priorities for
each quarter and the progress we are making.
We also publish an annual voting and engagement report on our website which provides more detail about our
voting and engagement activity in the year and includes more detail about significant votes in the year and case
studies of engagement.
In quarterly fund reports, we show a breakdown of the MSCI ratings compared to our S-PVT scores. Whilst we
recognise there are discrepancies between different ESG data providers, such as no correlation of scores due to lack
of consistency and comparability across providers, we report MSCI Ratings to clients as MSCI is a widely used ESG
rating system. On client request, we also show our portfolio broken down by Carbon Disclosure Project and
Transition Pathway Initiative ratings too.
Examples of the variation between S-PVT and MSCI scores and major discrepancies can be seen for one portfolio as
of the end of 2021 below.
Stock Weight by MSCI Rating and S-PVT Tier
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Stock Weight – S-PVT Tier vs. MSCI Rating

Stock Weight – MSCI Rating vs. S-PVT Tier

Source for charts: River and Mercantile Asset Management, MSCI

Stocks in the portfolio that are MSCI ESG rated as B or CCC or S-PVT Tier 4
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Stocks in the portfolio with notable differences between MSCI ESG rating and S-PVT Tier

In 2021 we increased the volume of data received from ESG third party data sources, and therefore now report upon
client request quantitative metrics around our S-PVT pillars people, innovation and environment, as well as all the
KPIs required under SFDR legislation. Examples include Scope 1, 2 and 3 absolute GHG emissions and percentage of
board female diversity – sample environmental metrics for one portfolio at end of 2021:

Portfolio

MSCI ACWI

Intensity

Data Coverage (Abs.)

Intensity

Data Coverage (Abs.)

Emissions
Intensity

175.22

66.83%

175.74

58.92%

Energy
Intensity

458.68

63.41%

919.95

56.76%

Water
Intensity

8,086.84

44.39%

18,431.77

38.82%

Waste
Intensity

694.42

45.85%

1,041.41

43.21%

Source: River and Mercantile Asset Management, Bloomberg

For 2022 we are working with clients to produce comprehensive sustainability and impact reporting, in order to
ensure we improve and expand the information we communicate on how stewardship activities and outcomes meet
their needs.
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Client Interaction Instances
We are increasingly seeing examples of how sustainability is as important to our clients as it is to ourselves. It is a
core focus in our client meetings and reports. We have an ongoing dialogue with our clients in regards to their
investment’s sustainability profile and any particular ESG concerns or areas of focus.
Most recently we had a discussion with one of our longest standing institutional clients who wanted to create a
portfolio that targeted net zero by 2050, whilst also having clear targets in regard to how they meet this goal and
explicit stocks / sectors that they didn’t want to hold. Following this conversation, which allowed us to demonstrate
the work we do and how our process can support their requests, we launched a new strategy which has clear
sustainability goals.
We have also taken this further and looked at how we can drive positive change, whilst allowing these strategies to
be accessed by a broader audience in an accessible vehicle. This is the launch of two new funds, one which aligns
with the strategy we set up for a long standing client and that meets SFDR Article 8 requirements. The other is
actively supporting de-carbonisation and other clear targets under SFDR Article 9 requirements.
Both these funds were built in collaboration with seed investors and clients, ensuring we work with them to meet
our common goals.
For Wholesale, we have sought clients’ views on our ESG strategy and integration of ESG to investment decisions
and reporting.
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Principle 7 – Stewardship, Investment and ESG Integration
Introduction
As introduced above, RAMAM’s
investment philosophy is PVT
(Potential, Valuation and Timing). We
target these three factors when
assessing a stock’s potential to
generate absolute and relative
returns.
The Potential of a company
represents its ability to create
economic value for shareholders.
Over the years we have found that the
companies that can deliver above
average potential divide into four
categories; these relate to where a company is in its lifecycle:
•

Growth – the delivery of strong revenue and profits growth

•

Quality – a business franchise that delivers a superior return on investment

•

Recovery – the process whereby a company produces a recovery in profits to normal levels following
decline

•

Asset-backed – the delivery of asset-backed growth to a long-term investor

The Valuation factor seeks to establish the pricing anomaly, the gap between the stock market’s valuation of the
company and its underlying economic worth.
Finally, Timing addresses the issue of when is the right time to buy and sell, thus reducing the risk of being too early
into an investment.
Our research process is focused on identifying compelling PVT ideas. We use a combination of quantitative and
qualitative analysis to help identify such opportunities.
PVT
The first stage of our investment process is our proprietary stock screen, MoneyPenny. We developed this system
at the launch of RAMAM in 2006 and it is an integral part of our process, acting as an efficient, consistent and
practical means of generating investment ideas. MoneyPenny ranks stocks in a given universe on Potential,
Valuation and Timing (PVT) using PVT factors appropriate to the four life-cycle categories of Growth, Quality,
Recovery and Asset-backed.
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MoneyPenny represents our primary source of investment ideas, and high scoring stocks are then subject to
verification, and it is at this stage in the process that our fundamental research efforts are applied most intensively
when we analyse the validity of the initial PVT thesis on a stock.
Fundamental research is a very important part of our process but it is not the source of our ideas, rather a
verification of the existence of the key factors that enable a stock to drive superior stock returns. Therefore, we
undertake fundamental research on ideas generated by MoneyPenny, together with any additional ideas generated
by the fund managers given their ongoing participation/involvement in the market.
Such fundamental analysis seeks to “get behind the PVT score” by analysing and understanding the key drivers of a
company’s Potential, test the Valuation case and look for catalysts or other indicators that show Timing is optimal.
We focus our analysis on:
•

Business model and margin sustainability or recovery potential

•

Cash flow analysis to assess a company’s financial model, capital cycles and the conversion of profits into
cash

•

Financial strength

•

Materiality of sustainability factors – people, innovation and environment

•

Multiple valuation analysis

•

Risks to the PVT case

Systematic Integration of Responsible Investing: Sustainable PVT (S-PVT)
Definitions:
“A sustainable business compounds value for all stakeholders over the long term. It is a responsible
steward of capital with a culture of longevity.
We evaluate sustainability through the pillars of People, Innovation and the Environment, including
companies undergoing change leading to positive long-term outcomes.”
We believe analysis of a company’s sustainability attributes is a critical component of any approach that seeks to
deliver attractive risk-adjusted returns. Our Sustainable PVT (S-PVT) framework, centred around the pillars of
People, Innovation and the Environment, is utilised at the company research stage of our investment process. Our
analysis is focused on material sustainability issues, which vary by industry, business model and stage in a company’s
lifecycle.
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OUTCOME: ESG categorisation to drive investment and engagement
Once we have assessed a potential (or current) investee using our S-PVT framework we allocate a company into
one of four tiers which are defined as such:
•

S1. A sustainable leader in its field and / or clear beneficiary of sustainability trends

•

S2. Solid S-PVT considerations and no clear impediment to value creation or share price performance.

•

S3. ESG improvement needed but evidence of improvement and / or engagement potential

•

S4. ESG a barrier to value creation, no evidence of improvement and / or low likelihood of engagement
success

We assess these tiers based on both analysis of quantitative metrics (with reference to SASB) and qualitative
judgements. MSCI ESG scores are also included in our verification reports. While we see the benefits and attractions
of a ‘big data’ approach to sustainable investing, we do not believe the quality of the data available today merits a
purely quantitative approach.
S4 stocks are typically candidates for divestment (or to avoid purchasing at all), even if the financial aspects look
attractive. S3 companies need to be monitored to see that they are continuing to improve; this can be the source of
a mispricing and creates opportunities to unlock value that would be missed by exclusionary investors. We will also
seek to selectively engage with S3s; our tiering system allows us to be more targeted with our efforts.
Sustainability factors are amongst many that we consider in an investment decision. Through analysis of the key
company-specific and sector-related People, Innovation and Environment issues that impact a company’s long-term
value creation potential, we believe we can ensure sustainability risks and opportunities are reflected in portfolios
for the creation of long-term value.
Ultimately our goal is to encourage companies and society to become better corporate citizens, working together
to address the challenges currently facing the world, which is why sensible capital allocation, improving the
environment and society are all equally important and part of sustainable investing for all stakeholders. This goal
applies to all geographies. As part of our analysis we will compare a company to its peer group and monitor relative
progress, and then, where possible, address ‘weak’ areas directly with management or by supporting shareholder
proposals at AGMs.
Generally, companies have responded positively to our engagement and made improvements (see Principle 9).
Incorporating ESG into the Investment Process
Our investment team consider ESG issues when researching a stock idea / monitoring a stock in our portfolios. A
Senior Global Analyst and Director of ESG leads on ESG considerations within the investment team and is supported
by a dedicated ESG analyst within the investment team. We integrate ESG data providers into our stock analysis to
complement our own researching of a stock, giving insight into how a stock compares against its peers regarding
responsible investment considerations.
We recognise that ESG issues can have a significant impact on the economic value of a company. Depending on the
company and industry, certain factors will be more or less important. We utilise the SASB materiality map to
understand identify the areas are most significant for the company and industry we are analysing- the aim being to
identify not only which companies are 'best in-class' but also ones that are improving.
In addition to our S-PVT process, we utilise a number of third-party data sources to enhance our ESG investing
capabilities. Whilst we rely predominantly on our S-PVT tiering system for rating a company’s sustainability
credentials, we also look to other third-party rating agencies for additional information including MSCI ESG, CDP and
TPI ratings.
In addition to company reports and regulatory filings, we are using Bloomberg, MSCI and Sustainalytics ESG data to
measure People, Innovation and Environment KPIs. We encourage greater disclosure of People, Innovation and
Environment KPIs to enable better benchmarking of peers and enhance our bottom-up stock picking process. This
is supplemented by sell-side research vendors who are increasingly engaging with sustainability issues, alongside
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their existing research offering, with a noticeable improvement in the quality of the research output. This
information is also used to complete reporting requirements, including SFDR and EU taxonomy requirements. To
monitor companies’ efforts and targets to reduce Greenhouse gas emissions we utilise data (in addition to
Bloomberg, MSCI and Sustainalytics) from the Climate Action 100+, Transition Pathway Initiative and Science Based
Targets Initiative. We utilise the Paris Agreement Capital Transition Assessment (PACTA) to carry out scenario
analysis on our portfolios.
Although the Director of ESG oversees our approach to ESG, the day-to-day analysis of ESG risks and opportunities
rest with the portfolio managers and analysts, of which the Director of ESG is one. ESG related issues will be
discussed at meetings with CEOs and at separate meetings with non-executive Board members, when either the
Director of ESG, ESG analyst or analyst / portfolio manager will attend.
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Example Systematic Integration of ESG Factors: Sony Group Corporation
Sony has transitioned from an old-world consumer electronics company into a consumer media ecosystem with
leading positions in Gaming, Music, Film and Semis (image sensors), each with long-term growth tailwinds and
material barriers to entry. Driving this transition has been the new CEO, under whom there have been significant
changes relative to ‘old Sony’, including recurring revenue as high as 50% on some calculations, new incentives with
a cash-flow KPI (which unsurprisingly has led to improved free cash generation), significantly improved disclosure
and first-time large share buybacks (without employing debt).
Its ESG investor day last year encapsulated why we view it as a leader in most aspects under our 3 sustainability
pillars of People, Innovation and the Environment (rated S1 under our sustainability tiering). Examples of
improvements in these areas include People – Improvements in diversity and inclusion to enable employees with
disabilities to participate as important members in improving accuracy of AI functions. Innovation – June 2021, trial
in Rome to address social issues faced in the city, such as traffic congestion and accidents, using smart cameras
equipped with IMX500 (Sony’s intelligent vision sensor). Environment – Plan to reduce Sony’s environmental
footprint to zero by 2050, eliminating plastic packaging materials for small-sized products by 2025. Sony’s strong
sustainability credentials are also reflected in the MSCI ESG AAA rating.
Although the share price has started to respond, up +41% in 2021, corporate shifts of the scale of Sony’s often take
time to seep into the valuation and Sony’s does not currently reflect either the quality of the group’s businesses or
the opportunity to create meaningful, long-term value through targeted capital allocation and further operational
improvement. Above all, we think it misses the opportunities via collaborations within Sony’s ecosystem which, in
a similar way to Walt Disney, make the whole worth more than the sum of its parts.
More encouraging still is the fact that the collaborations are in areas experiencing significant tailwinds. Examples
range from collaboration between Sony’s semiconductor manufacturer and digital camera unit, to the leveraging of
PlayStation gaming IP in film by Sony Pictures. As the world becomes more interested in the metaverse – what it is
and who ‘wins’ – it’s hard to imagine many companies which are better positioned to succeed than Sony is today.

Climate Change and Net Zero
At RAMAM we are strong believers in the goals of the Paris Agreement. We continue to engage to encourage the
transition to a net-zero carbon environment and promote greater company disclosure. One of the key aspects of
aligning with Paris is the requirement for companies to consider their impact on systems and value chains across
their activities, which can be facilitated by greater disclosure of Scope 1, 2 & 3 emissions. As signatory to the Net
Zero Asset Managers initiative (NZAM), we are committed to supporting the goal of net zero greenhouse gas (GHG)
emissions by 2050, in line with global efforts to limit warming to 1.5 °C (i.e. net zero emissions by 2050 or sooner)
and to support investing aligned with net zero emissions by 2050 or sooner.
OUTCOME: Commencing emissions reporting
In 2021, we have been focusing on engagement with companies where proper disclosure of GHG Emissions has
not been publicly disclosed. This has been one of our four main aims of engagement and included a bulk letter
from our Group Head of ESG to all holdings in our Global Recovery Fund requesting commencement of reporting
their Greenhouse Protocol Scope 1 and 2 emissions, and to consider disclosing their climate impacts via the
Taskforce for Climate-related Financial Disclosures, where there was:
•

Case 1 - no public disclosure of scope 1 & 2 emissions, and no CPD methodology

•

Case 2 - no public disclosure of scope 1 & 2 emissions, but they claim to use The Greenhouse Gas
Protocol, although there is no data to support that

In total we sent 96 case 1 letters and 15 case 2 letters. As a result of this activity, it was clear several companies
wished to commence disclosure of GHG emissions but were unsure how to start this process. Consequently, we
organised a workshop with some of these companies as a ‘teach-in’ to help them commence disclosure, which
included looking at the GHG Protocol and calculation tools in detail. This support and partnership engagement
style resulted in three companies commencing emissions reporting, a clear environmental benefit for both
themselves and their investors.
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On a more granular level, we also met with Verallia, a glass packaging company to discuss support for accelerating
the monitoring of CO2 emissions (further detail below). A few months later, in their Capital Markets Day
presentation, Verallia disclosed their commitment and plan for reducing their CO2 emissions. These examples are
just some instances of where RAMAM engagement has encouraged other companies to improve their disclosure on
GHG emissions and is a topic we will continue to prioritise when meeting with other companies as a signatory to the
NZAM.
In July 2022 we will disclose our Net Zero strategy and targets as part of our NZAM annual disclosure. We will also
report which initial strategies and percentage of AUM will be in scope.
We also use publicly available tools through the PRI which has been partnering with several think tanks and academic
institutions to help develop and popularise climate tools. Notably:
•

The Paris Agreement Capital Transition Assessment (PACTA) tool, which provides portfolio-level analysis of
transition risk in public equities;

•

The Transition Pathway Initiative (TPI) – sector-level analysis of companies’ management of carbon
emissions and alignment with the Paris Agreement. TPI uses company-disclosed data.

In conducting our due-diligence, we typically consider: information provided by the company in its annual report;
sell-side and other third party research, such as professional industry bodies; public data resources such as Glassdoor
or Trustpilot; sustainability issues highlighted by the media, among many other sources. We encourage greater
disclosure of People, Innovation and Environment KPIs to enable better benchmarking of peers.
Voting and Engagement
We believe executive management should be incentivised to manage companies to create value for all stakeholders
and be rewarded accordingly. Through our voting & engagement we aim to encourage companies globally to adopt
an approach in line with section 172 of the UK Companies Act 2006, which requires directors of companies to think
about the impact of their decisions on all stakeholders
Since RAMAM was formed in 2006 we have voted on behalf of our clients, and we regard voting as an important
aspect of active ownership – engaging with companies to encourage better corporate standards. As laid out in the
Tier 3 RAMAM Voting and Engagement policy, we apply several voting principles to our voting decisions. We believe
management should be incentivised to consider the impact of environmental factors on their business, for example,
greater alignment of management to achieving climate-related objectives.
Engagement plays an important role in our ‘comply or explain’ approach. Management teams need investors with
medium-to-long-term investment horizons to support and fund transformational strategies, where working cultures
emphasise success on achieving financial as well as non-financial goals and where investors hold management to
account for the delivery of these goals through engagement.
Through the collective power of our assets under management, we can have a significant impact in driving
companies to manage their sustainability risks and opportunities and in being responsible corporate citizens. As a
boutique, we can have an outsized impact on companies with comparatively smaller market capitalisations or where
we own a larger stake. As such, we prioritise our engagement activities on this basis with the aim of maximum
impact from limited resources. In addition to our own direct engagement with companies, we also collaborate with
other parties to address systemic risks (see Principle 10).
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Summary of Stewardship, Investment and ESG Integration
Our investment process is bottom-up based on company fundamentals. Through analysis of the key companyspecific and sector-related People, Innovation and Environment issues that impact a company’s long-term value
creation potential, we can ensure we have a clearly-thought-out view of sustainability when considering a stock for
inclusion in a portfolio. As a result, we do not exclude potential investments based on sector, business activity or
third-party ESG rating.
The data, tools, company tiering and process incorporation we have outlined for this Principle demonstrates the link
between ESG and investment & engagement decisions.
Sustainability factors are one factor amongst many that we consider in an investment decision. By remaining true
to our investment process, we believe we can ensure sustainability risks and opportunities are reflected in portfolios.
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Principle 8 – Monitoring Service Providers
Research Providers
Research costs are paid entirely from the Group’s own resources. We monitor the quality and consumption of our
third-party investment research as part of our Markets in Financial Instruments Directive II (MiFID II) commitments.
This is done through a systematic and transparent semi-annual research provider review process managed by the
Director of Research.
Portfolio Managers and Analysts complete a standardised research quality assessment where they score each
provider for the quality of the services received. They also add comments on each provider justifying their scoring.
Consumption is assessed by analysing the number of research reports and analyst interactions by provider using
tools from research aggregators Bloomberg and FactSet. The Head of Research collates and reviews the quality,
consumption and cost data by provider to ensure that the research budget is deployed efficiently and fairly, based
on the level and quality of service received. Where costs are mis-aligned with quality and/or consumption, contract
re-negotiations or terminations are sought.
We currently have 46 research providers. Following our year-end 2021 research provider review, one provider was
terminated. We continue to monitor potential new research providers and engage in research trials to assess
whether they add value to our investment process.
During 2021, there has been a significant increase in the amount of ESG data which is now ingested into the
Investment team’s processes. Bloomberg provides a carbon metrics ESG data package which enhances the
quantitative assessment of ESG KPIs under the S-PVT pillars. Sustainalytics provides Global Standards Screening
which identifies companies that are in breach or at risk of breaching the UN Global Compact and other conventions
and behavioural norms. We also now utilise Sustainalytics’ Global Standards Engagement service which enhances
the engagement by collaborating with other investors to resolve issues related to the Standards Assessment.
Sustainalytics’ EU taxonomy and SFDR reporting packages assist with sustainability reporting and other regulatory
disclosures. MSCI’s climate change package assesses companies’ exposure to fossil fuels, and other business
involvement screens such as cannabis, to inform potential exclusions.

Trading Counterparties, Transaction Costs and Best Execution
RAMAM principally trades equity and foreign exchange transaction orders through brokers, which are carefully
selected based on their ability to transact and deliver best execution. An up-to-date record of broker KYC details,
financials, ratings and Terms of Business are maintained by the Dealing team, with the assistance of the Operational
Compliance team. The process for onboarding new broker counterparties involves obtaining all regulatory KYC
details, assessing the counterparty’s creditworthiness and then submitting a proposal to Group Compliance and
Chief Operating Officer for approval.
The Dealing team, then applies one of three RAMAM Tiers to the counterparty based on their risk level;
•

Tier 1 allows no dealing on risk at all;

•

Tier 2 restricts dealing on risk to less than £250,000 in aggregate (amalgamated positions in securities as
opposed to individual orders); and

•

Tier 3 has no dealing on risk restrictions.

Tiers applied to brokers are documented as part of the RAMAM Approved Broker List by the Operational Compliance
team. This gives an internal indication / guide of broker type and their capability, to inform how we use them. No
brokers have been added since our last submission to FRC.
The FCA’s Conduct of Business (COBS) Best Execution Rules are always observed and the Dealing team executes
trades in line with the Rules’ guidelines, taking all steps available to obtain the best possible price for clients. Trading
prices achieved are compared to market transaction cost benchmarks at the time, and broker performance (both
trading and settlement) is reviewed constantly. The Dealing team closely monitors both implicit and explicit
transaction costs using an independent Transaction Cost Analysis (TCA) tool from ITG Virtu which provides regular
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monitoring of execution quality against several industry benchmark estimates and assists with highlighting outlier
trades from an implementation cost perspective, which in turn is assessed and challenged by the Operational
Compliance on a weekly basis. The quality of broker and venue performance is assessed on an ongoing basis, as well
as Market Abuse Regulation monitoring which is implemented using an automated MAR surveillance technology
tool from Liquidmetrics.
RAMAM conducts quarterly Best Execution Committee meetings, which are chaired by the Chief Operating Officer
and representatives of the Group Compliance, Operational Compliance, Investment Risk, Investment, Dealing and
Operations teams. The Committee discusses matters such as trading performance, credit risk on brokers used,
operational trading and settlement issues, as well as ongoing governance and controls. On a monthly and quarterly
basis, the Operational Compliance team reviews the ongoing quantitative assessment with respect to TCA, ‘request
for quote’ process and other price checks. In addition, a qualitative evaluation of the technical capabilities for each
broker are considered by the Dealing and Operations teams. The output of these checks is escalated to the Best
Executions Committee as part of the management information submitted in advance of the quarterly committee.
Credit risk is assessed using a Bloomberg tool which monitors brokers from a) implied short term CDS perspective,
b) short term credit rating perspective and c) share price volatility. If a broker breaches all three ‘flags’ and with the
agreement of the Investment Risk team, the broker is suspended as a potential trading option or venue available to
the Dealing team to use.

Dealing Compliance
RAMAM uses Linedata Compliance (‘LDC’) to manage and monitor the adherence of various regulatory and
investment strategy restrictions relating to its pooled mutual funds and segregated accounts. LDC manages real time
pre-trade compliance by verifying the suitability and compliance against investment restrictions of all orders that
are generated by the Fund Managers before they can be sent to the Dealer’s trade blotter. LDC is integrated within
Linedata’s order management system: Longview Trading System (‘LVTS’). LDC also checks post trade compliance
daily to ensure there have been no market movements or corporate actions since the previous day which would
trigger an investment restriction breach. All regulatory and investment restriction LDC rules are coded to flag as
hard errors in LVTS, which in turn prevents the Fund Manager from initiating a trade.
The LDC system enables the Operations team to create standardised “Regulatory Rule Sets” with predefined
investment and borrowing power rules that can be applied universally to relevant pooled mutual funds and
segregated accounts. Rule sets can also be tailored to the adhere to any idiosyncratic investment restrictions which
are required by a particular client. Within each rule set, the parameters of the individual rules can be changed to
reflect the exact investment restrictions requirements and exclusions of the various investment strategies. The
Operations team with oversight from the Operational Compliance team also monitors borrowing powers outside of
LDC.
Orders are initiated by the fund managers in LVTS and then the orders are automatically subjected to a pre-trade
compliance check by LDC containing the funds rules and investment restrictions. Once the automated compliance
checks have been completed the trades are electronically routed directly to the Dealing team ‘trade blotter’. At the
beginning of every business day the LDC system automatically runs a post-trade compliance check to ensure that
portfolios are constructed in accordance with any investment restrictions and guidelines.
Once the post-trade compliance checks have been completed, LDC automatically generates an e-mail per fund which
is dispatched to the Operations team, Operational Compliance team and the relevant Fund Managers confirming
that the post-trade compliance check has been run, as well as notifying of any warnings or breaches.
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Data & Service Providers
1.

ESG

We use broad ESG data from Bloomberg, Sustainalytics and MSCI. We also use highly focussed sector- or companylevel ESG data, like CDP or non-profits (e.g. FAIRR, As You Sow, InfluenceMap).
In order to ensure providers receive clear and actionable criteria to support our stewardship, but also are held to
account, we undertake annual commercial reviews. We have presentations by other providers so that we can
compare alternatives and understand new products (like AI scanning for controversies to advise investors quicker)
that may be of benefit. For voting, we do consider voting quality by ISS. When all contracts are due for renewal, we
review alternative providers in detail to ensure we are receiving the best quality data.
The ESG data from MSCI complements the Investment team’s own research given the shortcomings of basic scores
for ESG from data providers, where opinions and ratings can be subjective and differ markedly on the same
company.
When issues arise (such as missing columns in a file received), these are immediately identified by either ourselves
or the provider, and acted upon to resolve.
The data received from Sustainalytics, Bloomberg and MSCI support our S-PVT analysis of companies and help to
fulfil reporting requirements, and we confirm this has met our needs.
2.

Proxy Voting Service Providers

RAMAM use a third-party proxy voting service (Institutional Shareholder Services) to vote all client securities
overriding their recommended action when it differs from RAMAM’s General Principles on standards for good
corporate governance and management of environmental and social issues.
When considering whether to retain or continue retaining a proxy advisory firm, to provide research or voting
recommendations as an input to RAMAM’s voting decisions, RAMAM will consider, among other things, whether
the proxy advisory firm has the capacity and competency to adequately analyse the matters for which RAMAM is
responsible for voting, including the adequacy and quality of the proxy advisory firm’s staffing, personnel, and/or
technology. RAMAM will, on a regular basis, monitor the third-party proxy voting service guidelines and procedures
to ensure the firm and the third-party service both remain appropriate.
A US Proxy Voting Working Group meets quarterly to review voting, reasons for any non-votes by company and by
client, list of clients, voting conflicts of interest and rationale for votes against RAMAM Policy. This Working Group,
Operational Compliance and the Operations team are responsible for monitoring ISS.
3.

Others

Providers used for broader research, including ESG, include Bloomberg, FactSet, HOLT, Quest and other ‘Sell Side’
Research. These include Style Analytics (provides further characteristic analysis of the portfolios), MSCI (Benchmark
data, ESG scores, GICs, Index services), Bloomberg (Carbon Metric current and historical data), Liquidmetrix (UN
SDG’s UN Global Compact), London Stock Exchange (Sedols, Compliance announcements), Refinitv Thomson
Reuters (Daily Spot rates), Numis (benchmark data), Square Mile.
Other service providers include:
•
•

Technology – Financial Express (Data services, Analytics, ratings, and Regulatory filing), Advanced 365 (IT),
Salesforce (CRM system), Refinitiv (FX ALL – FX trading), evestment Omni (database for asset managers)
Services – Linedata order management (LVTS) and Compliance (LDC), Bank of New York Mellon (Middle
Office services, GRS – they also provide FA, TA, custody, depositary, administration via a direct agreement
with ETFS as ACD for the ICVC and Carne as ManCo for the ICAV), ITG Virtu (3rd party TCA), Liquidmetrics
(MAR surveillance), Unavista (transaction reporting), ACA (GIPs compliance auditing), DTCC (trade
depositary)
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RAMAM ENGAGEMENT
Principle 9 – Engagement
As mentioned above, RAMAM believes we are not only stewards of the assets entrusted to us by our clients, but
that we also have a fiduciary responsibility to improve the management of companies for all stakeholders whilst not
compromising our objective of achieving strong financial returns.
We ensure our investment beliefs, strategy and culture enable effective stewardship. In Principle 1 we recognise
that our responsibilities as an asset manager extend to having a clear commitment to engagement and long-term
active ownership and to developing the requisite understanding and experience necessary to achieve that.
Engagement with Companies
Our engagement with companies focuses on developing and testing our investment case for buying or holding a
stock and improving an understanding of the business and strategy. Separately, we hold meetings or calls with a
board chairperson, and/or non-executive directors to discuss stewardship matters. During 2021, we engaged with
96 companies on stewardship related issues. While the asset class is equities only, the subjects and regions covered
are diverse, as shown when reporting our 2021 engagement and 96 instances by category and against the SDGs.
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Our engagement in 2021 can also be shown by region:

Engagement Prioritisation
In 2021, we introduced a quarterly engagement prioritisation process. Based on data from providers, our own investment
analysis and investees’ sectors, companies are categorised as below. A clear engagement plan follows, including owner,
method, target and post-meeting notes & actions. This also enables differentiating between monitoring and engagement.

Priority

Criteria

1

Sustainalytics UNGC Controversies – Fail

2

S-PVT Tier 3 & High-Risk Sector

3

Sustainalytics UNGC Controversies – Watch

4

S-PVT Tier 3 (not in a High-Risk Sector)

5

Identified to follow up on e.g., through previous engagement, escalation process

6

Above portfolio average for emissions intensity

7

Above portfolio average for energy, water or waste emissions

Escalation
See Principle 11 for detail on the Escalation policy.
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Five Engagement Examples
#1. Engagement related to AGM proposal Example – Cegedim (Global Technology and Services)
Issues and Objectives
Following votes against the management at consecutive AGMs around several consistent agenda items regarding
governance, we set up two meetings with a Managing Director to propose positive changes to board structure
(independence), remuneration policies, and understand the strategic direction of travel.
Main points discussed
• Family involvement and lack of independence from the (founder) executive chairman and other family
members involved in running the business
• Split in role between chair and CEO was proposed two years ago but was rejected and little expectation
that this will change
• Discussion that there is no expectation currently to increase the number of independent board members.
Cegedim claim to have three independent board directors; we remain dis-satisfied at overall board
independence and challenge around strategy
• Little transparency around the link between Cegedim and FCB (in which the chairman is a major
shareholder). A number of employees are currently employees of both but paid by FCB – aim to restructure
employment contracts to be paid by Cegedim
Outcome / Benefits
RAMAM have made clear its expectations regarding disclosure of the link between FCB and Cegedim – particularly
the expectation that the restructure of employment contracts to be under Cegedim. Further, that the next annual
report will explain and simplify the relationship between FCB and Cegedim. Similarly, RAMAM expect the
performance hurdles to be disclosed. However, the lack of willingness to set out the path to succession planning
and lack of board independence are material sources of frustration which also increase risk around future value
creation for minority shareholders. We have disinvested in some strategies as a result, and continue to monitor
including for potential escalation in 2022.

#2. Climate Change – Verallia (Glass Packaging)
Issues and Objectives
As part of a meeting following the interim results, significant time was allocated to understanding decarbonisation
strategies, the benefits of glass as a packaging material within the circular economy and MSCI’s ESG rating of B.
Main points discussed
• RAMAM discussed support for accelerating monitoring of CO2 emissions and agreement that glass, if
carbon neutral, is perfect packaging material
• Increasing of cullet (broken or waste glass as a material) is a key component – 74% of glass is recycled in
the EU to improve sustainability. However, cullet is in high demand therefore the price is increasing. There
are plans to optimise their own plants’ productivity
• Company expects that their ESG roadmap will be considered in the next MSCI rating review
Outcome / Benefits
The October 2021 Capital Markets Day presentation disclosed Verallia’s commitment and plan for reducing CO2
emissions. POSITIVE OUTCOME
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#3. ESG KPIs in Remuneration – Applus (Research and Consulting)
Issues and Objectives
In 2020 we discussed key ESG metrics to be monitored as the Board were considering including non-financial KPIs
linked to environmental and social metrics, as RAMAM would like to see non-financial incentives linked to key
stakeholders.
Main Points Discussed
• Four ESG KPIs included in the incentive plans
o 30% reduction of scope 1 & 2 emissions vs 2019
o 40% management positions and the group’s corporate services positions covered by women
o 10% reduction in lost time injury frequency
o 98% professional complete the training and sign up to the code of ethics - % of induction and complete
training
• Turnover not included in the remuneration plan because the other social targets are more challenging and
Applus are already in line with leading companies in same sector for turnover. RAMAM will monitor to make
sure there is no slippage (increase) in staff turnover and whether social targets are actually challenging. RAMAM
would like to see employee satisfaction survey included
• Health and safety is a very important aspect, so management is incentivised to maintain / improve standards
• Mandatory in the company that head of department has to share results of employee engagement survey
within the department and action plans need to be set for each department – the action plan is not checked at
a group level, but they do check that a plan is put in place. Leave the capability of the relevant departments to
make the actions. At a company level they write a general guide for the best experiences to support the
departments

Outcome / Benefits
The company confirmed ESG KPIs to be included in executive remuneration from 2022. Once the remuneration
policy has been published and KPIs are reported, RAMAM will review to confirm both are appropriate and
challenging to incentivise management. POSITIVE OUTCOME
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#4. Monitoring Sustainability Progress – Booking Holdings (Online Travel)
Issues and Objectives
Review of interaction with ESG data providers and the company’s approach to carbon emissions and Scope 3
disclosure.
Main Points Discussed
ESG DATA PROVIDERS
• Pre-publication, agencies share the research with Booking
• The company then reviews and adds further detail in order to add to the understanding (e.g. data security).
MSCI and Sustainalytics are the main data providers engaged with
ENVIRONMENT: CARBON EMISSIONS
• 2020 was first year of disclosed emissions. The company is carbon neutral, but mainly through offsets. We noted
there are plans for energy reduction in offices and other carbon reduction initiatives (expected in 2022)
• As is common, Scope 3 is most challenging (i.e. supply chain). Therefore we stressed the importance to have
engagement with upstream and downstream suppliers
• A Sustainable Travel Initiative ‘Travalyst’ has been launched with TripAdvisor and Skyscanner. This aims to
create sustainability scoring systems for hotels and other travel options
PEOPLE: EMPLOYEE ENGAGEMENT – MEASUREMENT & DISCLOSURE
• The company has very engaged employee base (e.g. lots of volunteering). Next to measurement of carbon data,
they have granular detail on all areas of employee engagement, updated annually
• There also more targeted engagements, also disclosed in their sustainability report
• Diversity within management roles includes several programmes running. There are no specific targets for
diversity within management roles, but this is being investigated
• Diversity data is quite dependent on market (e.g. in Europe data cannot be disclosed)
• We noted there is no management incentivisation for alignment with sustainability targets and improvement
Outcome / Benefits
Early stage for Booking Holdings in considering the four areas we are focusing on in our engagement, however we
are positively disposed to the overall culture for sustainability and scope for rapid catch-up in disclosure (including
several commitments over the next 12 months). We will be looking for improvement over the next 12 months.
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#5. Engaging on Controversies – Bayer (Pharmaceuticals, Consumer Health, Crop Science, Animal Health and HighTech Materials)
Issues and Objectives
• Meeting with Head of ESG Investor Engagement & Reporting and Manager ESG Investor Engagement. Key
controversies flagged by 3rd party ESG ratings providers and NGOs: glyphosate and GMO / biodiversity
Main points discussed
• MSCI are the one major ESG ratings provider that has most concerns outstanding regarding Bayer’s
controversy on glyphosate and therefore a UN Global Compact (UNGC) breach. Bayer are providing
scientific measures and approaching MSCI about the sources they are using. Bayer have questioned why
they are the only GMO producer with a red flag? On the other-hand meetings with the Sustainalytics
analysts led to reduction in risk profile, reduced to medium risk. After Bayer provided a report showing risk
mitigation measures and changes to R&D process regarding Neonics (neurotoxic insecticides), ISS deleted
its red flag
• Pesticide safety – product stewardship is critical. Target to reduce environmental impact by 30% by 2030,
set in co-operation with University of Denmark. Digital tools taken over with Monsanto acquisition are the
future for this. Bayer have a lot of policies in place which have been implemented at Monsanto from day 1
post the merger. It has also meant some employee turnover in early years re culture / commercial practices.
Monsanto did a great job in R&D, but commercial practices were out of line. Mixed leadership team,
“nowadays can’t tell who’s ex Monsanto and who’s Bayer”. Bayer launched a big transparency campaign
e.g. making safety studies around Monsanto public
• Working on climate-lobbying report, for Climate Action 100+. Our view is that Bayer have a commitment
to improve
Outcome / Benefits
• RAMAM in 2019 voted at the AGM Against the Approval of the Management Board for Fiscal 2018, as we
believed Bayer's management board misjudged the legal and reputational risks of the Monsanto
acquisition. 55% of shareholders voted Against. Subsequently, the supervisory board resolved to reduce
the size of the management board from seven to five members as of the start of 2020, with two directors
departing. In addition, a new Chair of the supervisory board was appointed after the 2020 AGM, succeeding
the previous Chair who was expected to serve until 2022
• Our voting had a positive effect in forcing changes to both the supervisory and management boards. We
also in 2021 voted Against the Approval of the Management Board and Supervisory Board for Fiscal 2020,
as we felt Bayer could still be doing more with regard the oversight of ESG controversies. Post this meeting
we feel Bayer has stepped up their efforts regarding sustainability, with greater Board oversight
• Bayer are in their own dialogue with UNGC and no evidence that compliance with UNGC has changed. We
have joined a collaborative engagement with Sustainalytics to follow up on the glyphosate issue
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Principle 10 – Collaboration
We strongly believe the best process to improve management attitudes is through engagement and peer group
pressure. Where we are amongst the largest shareholders in a company, we can exert more influence, otherwise
voting at annual (and extraordinary) general meetings is our most effective way of encouraging change.
In certain circumstances, collaborating with other shareholders to impact change is an effective way to use our
resources. Collaborative engagements evolved significantly over 2021. This included being a signatory to letters,
voting in line with the collaboration and engaging on the issues when we meet executive management and Board
directors. Examples and outcomes include the below.
Climate Action 100+
Of the 166 heavy polluters identified by the network partners for this major collaboration, we are actively involved
in over ten engagements as a support investor. Active here means more than just listening in to the calls. It means
contributing to agenda and meeting preparation, sharing knowledge and best practices with the company and
ensuring agreement and progress of next steps & actions.
Examples here on progress at issuers from Q4 2021 included sharing a recording of climate training (science, history
& key facts) for clients with the board of a target company (chemicals) to increase their awareness as recommended
by TCFD, and ensuring that progress on commitments by a utility to decarbonise heat receives close monitoring.
Sustainalytics Global Standards Engagement
The prioritisation process explained in Principe 9 determines our high-quality, focused in depth engagements.
Where an investee company is non-compliant or watchlist for behavioural norms (defined as the UN Global Compact
and other conventions, such as the UN Universal Declaration on Human Rights, the ILO Convention concerning
Forced or Compulsory Labour or the UN Convention against Corruption), engagement is absolutely required.
Here we recognised the value of engaging with other investors, and also capacity constraints as a boutique firm. As
the provider of norms data, Sustainalytics also provide a follow-on collaborative engagement service to resolve the
issue. We commenced this service in Q4 2021, and as with CA100+ above, we are active contributors to the
engagement discussions.
Other Collaborations
Separate to meetings, in 2021 we signed the Global Investor Statement to Governments on the Climate Crisis (and
planned again for 2022), the UNPRI Investor Statement on EU corporate sustainability reporting and the Net zero
letter to UK government (from IIGCC). Participation and advocacy is part of good ESG, and we intend to continue
this in coming years.
Similar collaborations where we have indicated that we will participate in 2022 include Food Emissions 50 (net zero
focus for agriculture, run by Ceres), sustainable aquaculture (focus on feed, run by FAIRR), reducing plastics waste
(run by As You Sow) and the annual CDP Non-Disclosure Campaign. UNPRI’s planned collaboration on human rights
and the CDP push for companies to adopt Science Based Targets are others that we shall consider. These are all
because we can use our holdings and engagement expertise to help achieve positive outcomes.
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Principle 11 – Escalation
We agree the FRC’s expectation of continuous improvement around stewardship. One area to demonstrate this is
the formalisation of RAMAM’s process for escalating an engagement is now in our 2021 Voting and Engagement
Policy.
At times, we may determine that an engagement has not proceeded as expected and escalation is required. This
can be based on the judgment of the investment or Group ESG teams, or in response to a clear trigger / event
occurring and we consider the potential significance of the issue for our clients. A sequential process is then
followed, separate to regular engagement, with progress closely tracked. While this applies to all funds, sectors and
geographies, as with any dialogue local culture and context is also considered.
1. Contact company and / or letter to company. This shall consider: circumstances in which the issue has arisen,
relevant best practice standards / guidelines, any explanations provided by the company. The timing for how long
to wait shall be decided on a case-by-case basis based on our knowledge of both the company and the issue. 0-3
months
2. Engagement meeting with senior management and / or Board. The option to utilise voting and support
shareholder resolutions is considered now (also available at stage three). 3-12 months
3. Look for progress in annual report, or other relevant sources, and any patterns over time in the company’s
behaviour. 12-18 months
4. Formally voting against management / non-exec directors, supporting shareholder resolutions and collaboration
with third parties where relevant, or otherwise utilising AGMs (circulate a statement of issues or requisitioning
resolutions or an EGM). In general, we do not advocate going public with the issue
5. Issue resolved or review holding
6. Monitor and report. This includes reporting in the FRC Stewardship report, and we note that our process broadly
follows the FRC flow:

Example: Philips
In June 2021, Philips issued a Class I recall of four million mechanical ventilation devices (DreamStation) due to
potential health risks. As of September 2021, 1,200 complaints and over 100 injuries have been reported due to
damaged devices. Additionally, in August 2021, Philips issued a Class I recall of over 16,000 V60 and V60 Plus
ventilators that provide High Flow Therapy due to problems with the oxygen flow rate and the risk of patients
receiving reduced oxygen. Sustainalytics assessed this controversy as Category 3 due to the type (Class I) of the
product recalls, which is indicative of the severe risks to patient safety and the corresponding risks to the company.
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We initially responded to this controversy with the recognition that the DreamStation recall is clearly a (financially)
material sustainability issue which requires remediation. Beyond the clear negative societal impact of a direct risk
of negative health impact from their products, at a corporate level Philips’ reputation hinge on product quality and
safety. The issue for the S-PVT element of the investment case is that it plays into an existing issue and perception
around product quality control concerns that has hung over Philips since the Cleveland production issue which led
to a consent decree and hurt margins for years.
As a result of the DreamStation recall, we reduced Philips to S3 within our Sustainable-PVT tiers as we recognised a
material sustainability issue at the company but see a clear path for improvement, are effectively our target list to
be assessed for the value of engagement. We decided at this point to not engage as, while not a totally isolated
incident, we did not perceive an underlying issue with sustainability at the company. The visibility and severity of
this issue means that we expect a company with Philips’ underlying culture and purpose to identify the issues,
communicate the plan for resolution, and ultimately to solve them. Company communications and evidence to
support this conclusion. We expected more clarity from Philips in their 2021 full year results.
In the FY2021 results, we did feel they identified the relevant issues and communicated the plan for resolution. The
litigation cost however will be in the background for some time – and there is relatively little that the company can
add on this at present – but in the near-term we will be looking for reassurance that no more significant provisions
will be required and revenue growth in the Respironics division will resume. Consequently, we decided to undertake
a full review of Philip’s investment case and have set up an engagement meeting to understand the context to how
the controversies happened in the first-place and steps that are being taken to mitigate similar events from
happening in the future and understand the implications for the rest of the business.

OUTCOME: Board diversity
Example: Somero Enterprises (Concrete Equipment)
Background
Somero has strong Innovation credentials with new products adding to a strong patent library, 9032Wand a lean
manufacturing business with a modest Environmental impact, although disclosure is weak in this area.
Main points discussed
Our primary topic of engagement has been around a lack of gender diversity, which management attributed to a
challenge of working in their market niche. The company is seeking to address this (both in terms of gender and
ethnic diversity) and increase board independence, though progress has been slow as management prioritised
the stability of their experienced leadership team through the COVID-19 period. We have stressed the importance
of demonstrating improvements in this area to both the company and their corporate broker. We have also
engaged to encourage greater disclosure of Environment metrics and will continue to monitor progress against
these two objectives.
Outcome / Benefits
Recently, Somero announced a new female non-executive director would be joining their Board which evidences
the progress they are making on Board independence and diversity.
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Example: Citigroup
Background
Objective was to understand Citigroup’s perspective on the controversies flagged by MSCI in their ESG research,
who continue to flag 49 ongoing controversies. This is high in the context of US and global peers, and our portfolio
holdings in general. These mostly impact the way that MSCI score Citigroup in Consumer Financial Protection and
Corporate Behaviour.
We were keen to understand Citigroup’s approach to dealing with these issues, both in terms with how they interact
with the ratings agencies and highlighting any actions taken relating to them e.g. new structures being in place to
prevent future financial liabilities relating to similar issues (where relevant).
Main Points Discussed
INTERACTION WITH REGULATORS AND ESG RATING AGENCIES
•

Generally, discussions with regulators and rating agencies are confidential. Going through multi-year
transformation, investment in infrastructure to improve process, straight-through processing, automating
manual controls, which will help avoid some of the issues raised. From a governance standpoint these are
matters that are brought to board depending on significance or materiality, “Significant issues that will
cause reputational damage”

•

Board provides robust discussion for management. Ensure they’re addressing the issues e.g. consent
orders. Obliged to form committees for remediation on consent orders. Transformation oversight
committee contains non-exec members of the board. Intense focus from board around litigation and
regulation

•

Engage with all the major ESG rating agencies – annual process where they might be marking up the brief
on Citigroup. Some ratings providers put more work into their analysis than others. On top of written
feedback Citigroup do annual engagements. For litigation provide public statements but can’t go beyond
that. Citigroup use Sustainalytics for their own client analysis. The ESG rating agencies often use press
articles to highlight controversies. Citi’s view is that this means western democracies are over-indexed than
places where freedom of press is more limited

ENVIRONMENT
•

Sustainability is not an area Citigroup believe they are lagging, but most significant focus is climate planning
including net zero commitments. So significant bodies of work which have already started

•

Fossil fuel financing highlighted by MSCI will be core part of work they do on net zero. Have updated set of
policies relating to coal: Phase out target for thermal coal mining, ratcheting up the policies re power
generation

•

Policy framework for net zero emissions from financing by 2050, net zero from operations by 2030 (scope
1 & 2; may include supply chain emissions but this is optional), and focus will be on Citigroup’s facilities.
Financed emissions will be Scope 3,

•

We discussed what Citigroup do about underwriting and assets which are then held by asset owners. Not
a single prevailing methodology currently, one being thought up by PCAF (Partnership for Carbon
Accounting Financials). Citigroup will publish plan within 12 months

•

Founding signatory of Net Zero Banking Alliance – both helpful and prescriptive, sets out sectors where
required to set out 2030 targets, reporting requirements etc. Currently doing baseline emissions. Last TCFD
report published in 2020 – before and after climate risk, credit risk climate risk heatmap

•

Sustainable finance is a crowded field. In 2021 Citigroup tend to be in top 3 for green or sustainable bonds.
A differentiator for Citigroup is that they tend to have the most granular reporting for sustainable financing,
by region / sector. Done restructuring to position themselves for transition from “dirty to greener to green”.
Even net zero, which is very difficult for Citigroup, which has a lot of emerging market exposure and real
economy exposure
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•

Positioning in oil & gas sector and power sector, expect that their clients will be able to transition but this
creates opportunity. Proving to be a good client engagement tool

PEOPLE
•

Citigroup have begun the process of tying in sustainability targets to executive compensation. Executive
scorecard process, for second year in a row have sustainability metrics on a handful of the scorecards, this
year specifically around $500bn sustainable finance and net zero setting. Net zero targets are hard to have
in there until they are clear about measurement

•

Also have diversity metrics (increasing number of women, minorities, use of diverse panels for hiring). Don’t
publish the actual targets at the moment but the proxy statement includes disclosure after the fact

•

Non-financial factors need to be directly related to job or position in leadership. These incentivisation
structures go 2-3 levels down from CEO

Outcome / Benefits
ESG disclosure is improving and KPIs have been included in executive remuneration for the last two years. Net zero
commitments were announced by the new CEO on her first day. The new CEO, Jane Fraser, is the first female to lead
a major Wall Street bank.
Although female representation in senior management was not specifically discussed, metrics are in place for
increasing gender and ethnic diversity. In 2021 RAMAM supported the shareholder resolution encouraging the bank
to oversee a racial equity audit (37.8% of shareholders voted FOR).
We also believe it is important to keep global banks focused on climate and biodiversity, and were a signatory to
ShareAction’s letter listing five asks of leading global banks, including Citigroup, on climate and biodiversity.
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Principle 12 – Exercising Rights and Responsibilities
Voting Policy
RAMAM has its own Voting Policy incorporating our General Principles on standards for good corporate governance
and management of environmental and social issues. The ISS voting platform is used to implement our Voting Policy.
Details of our General Principles in respect of corporate governance are included in our Corporate Governance
Voting and Engagement Policy and information on voting and engagement can be found in our quarterly Voting &
Engagement Reports, which are available on our website:
https://riverandmercantile.com/esg/voting-and-engagement/
The Voting & Engagement Policy sets out our beliefs on best practice for companies globally. For UK companies it
incorporates the standards set by the UK Corporate Governance Code and intends to deal with issues that are either
not covered, require greater emphasis or are specifically left open for shareholders to resolve with company boards.
This also applies to companies listed outside the UK, as we believe this Code has taken a lead in encouraging
companies to set higher standards of corporate governance in promoting transparency, integrity and to adopt a
medium to long-term view in decision making for the benefit of all stakeholders. Implementation of our Policy is
mainly by voting, with engagement as appropriate.
RAMAM discourages passive box ticking and aims to take an informed and pragmatic approach to voting. RAMAM
will give due consideration to the specific circumstances and facts available to each investor before voting. For UK
companies RAMAM supports a “comply or explain” approach to corporate governance and endorses the Code. We
expect UK companies to explain and justify any reasons for non-compliance, and to outline their plans for
compliance in future. In the case of non-compliance, we reserve the right to accept or reject the explanation. For
non-UK companies, we are supportive of similar Codes.
The overriding objective of a company should be to optimise over time the returns to its shareholders. Where other
considerations affect this objective, they should be clearly stated and disclosed. To achieve this objective, the
company should endeavour to ensure the long-term viability of its business, and to manage effectively its
relationships with stakeholders.
When considering whether to retain or continue retaining a proxy advisory firm, to provide research or voting
recommendations as an input to RAMAM’s voting decisions, RAMAM shall consider, among other things, whether
the proxy advisory firm has the capacity and competency to adequately analyse the matters for which RAMAM is
responsible for voting; including the adequacy and quality of the proxy advisory firm’s staffing, personnel and
technology. RAMAM will, on a regular basis, monitor the third-party proxy voting service guidelines and procedures
(see Principle 8).
As part of our on-boarding process for a new client we set up an account with ISS and make sure the link-up between
the custodian and ISS is in place immediately. This means ISS are aware of the holdings and are able to notify RAMAM
of all upcoming meetings.
Proxy Voting Process
We use Institutional Shareholder Services (ISS), to implement our voting policy, overriding their recommended
action when it differs from our General Principles on standards for good corporate governance and management of
environmental and social issues, or as otherwise required.
A voting instruction form for individual meetings is sent to Director of ESG. If Management Recommendation, ISS
Recommendation and RAMAM Policy are “FOR” all items in the meeting and RAMAM owns (controls) less than 3%
of the shares outstanding, then Operations process the meeting according to RAMAM voting policy. All other
meetings are sent to Director of ESG and ESG analyst, and where necessary the relevant portfolio managers (PM).
The Director of ESG or ESG analyst reviews meetings referred by Operations and discusses specific items with team
as required (PMs and/or analysts). The Director of ESG records any “Votes against Policy”.
For some of our clients a third parties’ voting policy is followed. In which case they send the vote recommendation,
RAMAM reviews the recommendation. In case the recommendation disagrees with the RAMAM vote, RAMAM
override the votes with a rationale inputted in the ISS Portal. RAMAM has the voting authority for these accounts.
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If a share-blocking meeting, Operations put a block on trading up to date after the meeting, if Director of ESG decides
to vote. If Power of Attorney required and the client has not signed it, the vote is rejected. If proxy vote is not
supported, RAMAM submit vote directly to company. If the proxy vote is not supported, RAMAM submit the vote
directly to company
Clients may request RAMAM to vote in a specific manner in an upcoming meeting and a process has been set-up to
monitor these requests. If the intentions are different to how we have elected to vote for our other clients, we send
our rationale to the client and await confirmation of their instructions. A vote confirmation report is generated and
sent to Director of ESG for final approval and then an email sent to the client. Clients in our pooled funds have not
requested us to direct voting and at this stage this is not something we have offered.
Proxy Voting Oversight
Oversight procedures are applied to the voting of proxies solicited for securities in all accounts of RAMAM’s,
including segregated mandates and collective investment trusts and funds where RAMAM exercises voting
authority. This ensures we monitor our voting rights. For accounts where RAMAM does not have voting authority,
e.g. because the client has retained the authority or delegated the authority to a third-party fiduciary, the
procedures do not apply.
Accordingly, the oversight procedures are designed to ensure that client interests are promoted and protected, and
legal and regulatory requirements met when RAMAM exercises its proxy voting discretion on behalf of clients. The
specific obligations in respect of voting depend upon the scope of voting authority assumed by RAMAM in its
Investment Management Agreement with its client.
When the RAMAM Operations team open a new account, they notify the Proxy Supervisor (as further described
below), who will identify the new account as an account over which RAMAM have authority to make voting decisions
(Voting Authority Account) or not on the basis of the account documents and other information presented.
RAMAM’s Proxy Voting Committee, which includes the Head of Value and Recovery PVT Equities, has been
designated as the Proxy Supervisor for RAMAM. The Proxy Supervisor consults with RAMAM’s Compliance
department as required in respect of the discharge of RAMAM’s duties and obligations.
As an FCA authorised and regulated firm RAMAM is required to prevent and/or manage conflicts of interest so as to
ensure that there is no resulting detriment to clients; this is reflected in the group policy on conflicts of interest to
which RAMAM is subject. In situations where a conflict of interest has been identified, consultation with RAMAM’s
Compliance department occurs before a proxy vote can be placed. Any conflicts are resolved as described above in
order to ensure that RAMAM discharges its obligation to both to vote and to vote in the client’s best interest.
The Proxy Supervisor reviews and approves on a regular basis (at least quarterly) all RAMAM Voting Decisions.
Each client of RAMAM, at the time any account is opened, is provided notification as to the firm’s policies and
procedures for voting proxies.
In addition, each of the firm’s clients with a Voting Authority Account are informed upon request as to the voting
decision taken on any proxy solicited. This information is included in other information being sent to the client by
the firm or the account custodian.
Stock Lending
RAMAM only does stock-lending for clients who request it, as we do not believe in it. Operations check upcoming
meetings against portfolios practising stock-lending and initiate recall of stock for companies with votes coming up.
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Voting in Action
Voting is linked to stewardship and integration as it is an important form of engagement. RAMAM will engage with
companies in which we invest on behalf of our clients on occasions when we think it is in investors’ long–term
interests and will endeavour to identify problems at an early stage to minimise any loss of shareholder value.
Engagement may take the form of voting against management or establishing a dialogue directly with management.
This approach will be adopted irrespective of whether the company is held in an underweight or overweight position
within portfolios.
In 2021 we voted at 1,167 company general meetings, voting against management recommendations on 15% of the
resolutions, with at least one vote not supporting management recommendations at 56% of the meetings. We voted
on 262 shareholder resolutions, 55% of votes were against management recommendations. The graphs below
illustrate where such votes were exercised by region and resolution category, as well details of votes against
management recommendations by our fund managers.
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11% of our votes were cast differently to ISS recommendations.
RAMAM vote at all meetings for all clients, unless a client does not have a Power of Attorney (POA) in place in certain
countries where required.
Information on voting and engagement, including our voting records, can be found in our quarterly Voting &
Engagement Reports, which are available on our website:
https://riverandmercantile.com/esg/voting-and-engagement/Shareholder and Special Resolutions
We consider the merits of shareholder and special resolutions, including climate related proposals, on a case-bycase basis. Shareholder and Special resolutions are referred to the Director of ESG before deciding how to vote. If
appropriate we will engage with the company, particularly where RAMAM is a large shareholder, to clarify any issues
surrounding the resolution. In these circumstances, where we have engaged, once we have decided how to vote we
will notify the company of the rationale behind our decision.
Climate and Voting
Since 2020 we have incorporated climate change into our voting policy, which will allow an assessment of the
majority of our holdings on the company’s overall disclosure (governance, strategy, risk management, metrics &
targets) and performance factors (norms, GHG emissions, performance rating). Depending on the assessment of
how a company is evaluating risks associated with climate change and action being taken we will vote accordingly,
with the merits of shareholder resolutions considered on a case-by-case basis.
In 2022, we are ready to consider guidance from ISS, CDP, Climate Action 100+ and other sources on companies’
climate transition plans that are to be voted on. We note that these are likely to be the first-ever versions and will
tie the company to a climate strategy for potentially 3-5 years, with differing levels of ambition and credibility that
should determine how shareholders should vote. As such we will pay close attention to these to reach an infirmed
view on whether to support or not, and potentially provide feedback to companies on their plans.
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Examples of Significant Votes
RAMAM defines significant votes against management where they fulfil one or more of the following criteria:
• We are large shareholders (5+%) in a company
• Significant holding in a fund
• Potential material impact
#1. Alphabet (2nd June 2021)
Resolution: Elect Directors Frances Arnold, John Hennessey
Vote instruction: AGAINST
Rationale: Alphabet has not been willing to meet a group of investors (we are part of the collaboration) to discuss
live-streaming and dissemination of objectionable content; not answered questions put forward at the company’s
quarterly ESG calls. Abstain Votes for any directors up for re-election that are on the Nomination and Corporate
Governance Committee, namely John Hennessey and Frances Arnold.
Outcome: 1.7% and 5.3% AGAINST respectively.
Implications: Alphabet to date has lagged, although there are signs that this is beginning to change in response to
shareholder pressure. RAMAM will continue to support this collaboration with our voting. Independent shareholder
views are beginning to have an impact.

#2. Bayer (27th April 2021)
Resolution: Approve Discharge of Management Board and Supervisory Board for Fiscal Year 2020
Vote instruction: AGAINST
Rationale: At the AGM in 2019 we did vote Against the Approval of the Management Board for Fiscal 2018, as we
believed Bayer's management board misjudged the legal and reputational risks of the Monsanto acquisition. 55%
of shareholders voted Against.
Subsequently, the supervisory board resolved to reduce the size of the management board from seven to five
members as of the start of 2020, with two directors departing. In addition, a new Chair of the supervisory board was
appointed after the 2020 AGM, succeeding the previous Chair who was expected to serve until 2022. In this respect
our voting had a positive effect in forcing changes to both the supervisory and management boards.
The concern about the use of GM crops is ongoing and Bayer’s handling of this is crucial in recovering investor
confidence. Until we are satisfied Bayer is making progress on the 'controversies' surrounding the Monsanto
acquisition we decided to vote against approving Discharge of both Boards again in 2021.
Outcome: 9% and 7% AGAINST respectively.
Implications: Following two engagement meetings with Bayer in May 2021 we believe the controversies are being
addressed.

#3. Citigroup (27th April 2021)
Resolution: Report on Racial Equity Audit
Vote instruction: FOR
Rationale: RAMAM always support racial equality.
Outcome: unknown
Implications: Given our support for the subject, we continue to support shareholder resolutions requesting a racial
equity audit.
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#4. Las Vegas Sands (13th May 2021)
Resolution: Elect Director David F. Levi
Vote instruction: WITHELD
Rationale: Concerns related to board diversity. Board is not composed of at least 25% female directors. RAMAM
voting policy: at least one woman on board for companies under Small Cap, ISEQ 20 and AIM, and 25 percent for
FTSE 250 and 100.
Outcome: 27.1% AGAINST
Implications: Diversity raised at engagement meeting with Las Vegas Sands. Company is very conscious about the
issue, and say it has been always one of the most important things to them with different initiatives in the locations
they operate in. Aim is to lead from the very top – appointed a new female Board director, but this by no means
leaves them thinking they are finished with achieving diversity.

#5. Prosus (27th July 2021)
Resolution: Approve Remuneration Policy for Executive and Non-Executive Directors
Vote instruction: AGAINST
Rationale: The remuneration policy includes a significant proportion of long-term incentives that are not
performance-related. A substantial portion of the LTI vests before the third anniversary and start vesting after the
first anniversary of the grant. Absence of termination agreements with executives to mitigate risks of excessive
termination payments.
Outcome: 16.02% AGAINST
Implications: ourselves (and potentially other shareholders) will continue to vote against the Remuneration Policy
until the issues are addressed.

#6. Shell (18th May 2021)
Resolution: Re-elect Ben van Beurden as Director
Vote instruction: AGAINST
Rationale: Significant risks to shareholders stemming from severe controversies have been identified at the
company, which reflects failure by the board to proficiently guard against and manage material ESG risk. Votes
AGAINST CEO are warranted because: the incumbent board chair (Charles Holliday) has greatest responsibility for
failing to effectively supervise the management of risks to the company and shareholders is stepping down at this
year's annual meeting, the CEO should be held accountable for poor board and management oversight of ESG risk
exposures.
Outcome: 4.73% AGAINST
Implications: following engagement, it is clear Shell is taking steps to mitigate the ESG risks identified. We continue
to monitor progress.
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Disclaimer
This document has been issued by River and Mercantile Asset Management LLP (‘RAMAM’) and is provided as a
report for review and comment by the FRC.
This document is intended to provide information on RAMAM’s stewardship activities only and does not
constitute any form of investment advice.
This document is confidential. It should not be distributed to any third parties and is not intended and must not
be, relied upon by them. Unauthorised copying of this document is prohibited.
RAMAM is authorised and regulated in the United Kingdom by the Financial Conduct Authority (FCA) and part of
the River and Mercantile Group.
Registered office: 30 Coleman Street London EC2R 5AL · Registered in England and Wales · No. OC317647 · FCA
Registration No 453087

