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FOREWORD
From conflict to climate, the world is changing
rapidly and at GAM, we are keenly aware of how
social and environmental factors can shape
the economic landscape and vice versa. Our
unwavering commitment to active ownership is
part of how we navigate these transitions.
It not only allows us to advance our corporate
responsibility objectives, but also to protect and
enhance our clients’ financial future.
Responsible stewardship is a central pillar of
GAM’s investment strategy and last year we were
accepted as one of the first signatories to the new
UK Stewardship Code. There are no formulaic
rules which set out how we engage. Engagements
can depend on the nature and severity of the
issue, the company, the market and a wide
spectrum of other factors. We engage both directly
and collaboratively.
Last year our portfolio managers conducted over
350 company meetings covering ESG topics and
voted on more than 15,000 resolutions on issues
from conservation to corporate governance. This
is activity that not only helps push companies
forward, but also deepens our understanding of
our holdings.
We recognise that we cannot act alone to solve
many of the complex ESG issues that we face
globally. We therefore actively seek collective
engagements with like-minded investors to
positively influence the behaviour of specific
issuers, to address systemic risks and to progress
public policy. Among other collaborations last year
saw GAM commit to become a net zero investor
by joining the Net Zero Asset Managers initiative,
and continue to steer the influential Climate Action
100+ initiative.
In 2022, sustainability will continue to drive
our engagements and collaborations, and we
are laying plans to continually strengthen our
engagement record-keeping, data and tools to
support ESG integration and stewardship.
We know that our investment decisions, small and
large, have a real, tangible effect on the planet and
society. Through an active ownership lens, we aim
to fulfil our vision of making our impact a positive
one. It’s a critical part of fulfilling our duty to be a
good steward of our clients’ assets.

Yours sincerely
Peter Sanderson
Group Chief Executive Officer

Peter Sanderson
Group Chief
Executive Officer
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INTRODUCTION
Overview of GAM

Scope of report

GAM is a leading independent, pure-play asset manager
providing active investment solutions and products for
institutions, financial intermediaries and private investors.
Collectively, we manage CHF 100 billion in assets for our
clients.

This is our second stand-alone Stewardship Report, aligned
with the 2020 UK Stewardship Code principles. It aims to
highlight how we deliver across the 12 principles and the
improvements we have made over 2021, as well as the
opportunities and challenges in delivering on these principles
for our clients.

GAM employs 605 Full Time Employees in 14 countries with
investment centres in London, Cambridge, Zurich, Hong
Kong, New York, and Milan. GAM attracts and empowers the
brightest minds, and our investment managers work with and
are supported by an extensive global distribution network.
GAM works across three businesses, Investment Management,
Wealth Management and Fund Management Services and is
headquartered in Zurich, where GAM is listed on the SIX Swiss
Exchange.
Our investment management capabilities provide clients with
differentiated investment strategies across equity, fixed income,
alternatives and multi-asset. These are actively managed
with discretionary, systematic and specialist approaches. Our
product and solutions capabilities are focused on client needs
and we are focused on building out our sustainable product
offering.

Sustainable investment
In 2021, we launched several sustainable products. This
included our Sustainable Climate Bond strategy, that aligns
with our concerted effort to contribute to a net zero future.
The strategy distinguishes itself from others in the market by
focusing on European financials from an issuer perspective.
GAM is cognisant that European banks have a pivotal role
to play in driving sustainable growth. We also launched our
Sustainable Local Emerging Bond strategy which we developed
in close partnership with a leading Austrian pension fund.
Last year, we had a total of CHF 875 million assets under
management invested in sustainable strategies.

We were pleased to be accepted amongst the first cohort
of signatories to the new UK Stewardship Code in 2021 with
regard to the 2020 reporting year. This report has been
submitted for application to the Stewardship Code in
April 2022.
We have also produced an Annual Report and Sustainability
Report for this year, both of which share additional details on
our broader strategy, major developments in 2021, corporate
governance arrangements and progress on corporate
sustainability including diversity and inclusion.
This report covers the investment management business and
is prepared on behalf of GAM Investments. It was subject to
review by our Sustainability Committee, GAM International
Management Ltd (GIML) Board and approved by our Group
Management Board.
All data in this report relates to the period from 1 January to
31 December 2021 unless otherwise stated.
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IN NUMBERS
A few numbers that provide a snapshot of
our stewardship activity in 2021:

1.5°C
GAM committed to be a net-zero investor by 2050 or sooner,
working with the Net Zero Asset Managers initiative to play our
part in keeping global warming to 1.5°C or less.

15,000
resolutions voted on in 2021.

350
Over 350 company meetings on ESG topics by our portfolio
managers.

70%
of our funds have ESG summary reports covering key ESG and
climate metrics.

103
in-house investment professionals across our investment centres
in Zurich, Milan, London, Cambridge, New York and Hong Kong.

29%
proportion of women in our Investment and Wealth Management
teams, an increase from 25% in 2020.

5 hours
hours of ESG-related training were completed on average per
employee.
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STEWARDSHIP CODE PRINCIPLE 1
Signatories’ purpose, investment beliefs, strategy, and culture enable stewardship that creates
long-term value for clients leading to sustainable benefits for the economy, the environment
and society.
Context
As a global asset manager, GAM’s purpose is to protect
and enhance our clients’ financial future. By attracting and
empowering the brightest minds to think beyond the obvious,
we strive to provide investment leadership, innovation and a
positive impact on society and the environment.
By living our purpose every day, we believe we can realise
our vision of building the most respected specialist active
investment manager and trusted solutions and services
platform in the world.
Our strategy, first set out in 2020, was based on the three
pillars of efficiency, transparency, and growth. Now that we
have invested in a new, simpler, ‘One GAM’ operating platform,
our focus is switching from efficiency to excellence throughout
the firm. This allows us to deliver excellence while striving for
further operational improvements as we refine and develop
our business. The transparency pillar is designed to deliver
better reporting and improved processes based on clarity,
accountability, and trust. An important aspect of this pillar is
increased transparency on sustainability – both as a firm and
as an investor. The growth pillar is based on our client-centred
approach to delivering results beyond the ordinary, by thinking
beyond the obvious. We aim to capture growth opportunities
by leveraging our distinctive capabilities in Investment
Management, Wealth Management and Fund Management
Services (formerly Private Labelling).
Core to our purpose and to our growth as a firm are our
people and the culture at GAM. We are strongly committed to
our core values of acting with integrity, driven by excellence
and delivering through collaboration. At GAM, diversity
and inclusion are critical to our success. By fostering an
environment that embraces diverse perspectives we become
better investors and better problem solvers. A diverse, inclusive
environment makes us good listeners, empathetic to the needs
and aspirations of our clients.

We firmly believe that monitoring,
assessing and, where necessary, actively
engaging or withdrawing investments
based on a company’s management of
environmental, social and governance
(ESG) factors, are crucial to protect and
enhance long-term, sustainable value.
Peter Sanderson
Chief Executive Officer
At GAM, we’ve long appreciated how powerful environmental
and social megatrends – from climate change to conscious
consumerism, from diversity to digitalisation – are reshaping
the global economy, creating both risk and opportunity for
investors. That is why we steadfastly believe understanding
environmental, social and governance (ESG) issues related to
our portfolios, and acting on them where we can, is integral
to our ability to deliver better returns for our clients and better
outcomes for the wider world.
Active stewardship is a central pillar of our responsible
investment strategy, enabling us to build conviction in our
investment thesis, enhancing our understanding of how ESG
factors impact company valuations, building our awareness
of risk and reward and increasing our ability to identify and
support sustainable businesses. We seek to use our influence
through voting and engagement to drive positive change at a
company level, and in the broader market.
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Activity
During 2021, we further developed our sustainability investment
and stewardship framework (see Figure 1 below), alongside
tools and analysis, to support the further integration or our
beliefs into the investment process. Highlights include:
Strong governance and policy framework
• Governance and oversight – we refreshed the terms of
reference for the Sustainability Committee and two supporting
committees (Responsible Investment Committee and
Sustainability Operating Committee) and introduced a new
Climate Change Working Group to strengthen oversight.
• Policies enhancement – we reviewed and enhanced our
Responsible Investment Policy, Engagement Policy and
Corporate Governance and Voting Principles, and introduced
a new Climate Change Statement and Exclusion policy on
controversial weapons across our investments to provide clarity
on our approach.
Embedding ESG
• ESG dashboard – our proprietary ESG dashboard uses
multiple ESG data points and in-house voting to identify
specific ESG risks and opportunities including any
controversies an investment might be associated with. We
rolled it out to all equity investments and almost a third of
fixed income credit strategies. We anticipate a roll-out to 70%
of fixed income credit in the first quarter of 2022 following
a further stage of our platform integration project. We have
stand-alone tools covering sovereign fixed income strategies.
We are developing a proprietary ESG, climate and impact
model that we will be rolling out next year and will continue
to work to further expand our ESG data integration across all
investment teams in the most efficient and effective way.
• Data sources – we expanded our data provision in particular
for business involvement, sovereign and climate data. We are
continuing to review other data sources.
• ESG portfolio reviews – we undertook ESG reviews for all
equity strategies and selected fixed income strategies.

Active stewardship
• Enhanced voting policy – we updated our corporate
governance and voting principles to more clearly outline our
expectations.
• Increased collaborative engagement – we grew our
engagements with like-minded stakeholders including our
work on the CDP Science-based targets campaign.
• Signatories to stewardship codes – we became signatories to
the Japan and Singapore Stewardship Codes.
Risk oversight and transparency
• Introduced ESG long reports for internal quarterly risk
meetings.
• Updated desk procedures and improved monitoring.
• Improved engagement tracking.
Industry collaboration
• Joined collaborative initiatives – our collaborations include
CDP, Human Rights Investor Alliance and Emerging Markets
Investor Alliance.
• Strengthened public policy advocacy – we joined PRI Global
Policy Reference Group.
• Participated in public policy engagement – our policy
engagements include the Global Investor Statement to
Governments on the Climate Crisis and welcoming the
European Commission’s proposal for a new Corporate
Sustainability Reporting Directive.
Culture
• Training – we cascaded a company-wide objective for all
employees to acquire a minimum of 4 hours of ESG-related
training. Completion of this objective is reviewed as part of
the annual performance appraisal process. We have sought
to strengthen knowledge and culture by introducing new
training requirements and remuneration. In 2021, 5 hours
of ESG-related training were completed on average per
employee.

Figure 1: Our sustainable investment framework

Strong governance &
policy framework
Embedding ESG

Active stewardship

Strong governance & policy framework: A robust policy
framework with clear governance and commitment from
our CEO, Board and senior leadership.

Risk oversight and
transparency

Embedding ESG at the portfolio level: ESG expertise, data, tools and insights to
manage risks and drive alpha. Regular dialogue with companies supports our analysis.
Active Stewardship: Proactive voting and engagement to drive positive change.
Risk oversight and transparency: Quarterly investment risk meetings include an
ESG portfolio review, flagging companies with poor ESG or carbon scores or controversies.
The Global Responsible Investment (GRI) team undertakes periodic ESG portfolio reviews.
Industry collaborations to improve policy and practises: Actively leading and participating in
key industry initiatives and organisations.

Industry
collaboration
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Outcomes
Our purpose and investment beliefs have driven our
commitments, activities and progress in 2021 as we seek to
deliver for our clients and help them prosper.
Notable outcomes are the publication of our first standalone sustainability report, which describes our approach
to sustainable investment, active stewardship and being a
responsible corporate citizen. We formally became supporters
of the Taskforce on Climate-related Financial Disclosure (TCFD)
in February 2021 and produced our first TCFD-aligned report in
February 2022. Earlier this year, we produced our second standalone sustainability report.
We are committed to supporting our clients in navigating the
transition to Net Zero. Indeed, we consider it part of our duty of
care and, where applicable, our fiduciary duty to do so. In July
2021, we joined the Net Zero Asset Managers (NZAM) initiative
and committed to support the goal of net-zero greenhouse gas
emissions by 2050 or sooner, in line with global efforts to limit
warming to 1.5°C.
Our commitment is also evident in the progress we have made
on the deeper integration and engagement into investment
decision-making. The case study below provides an example
of how our investment beliefs have guided our stewardship and
decision-making.
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CASE STUDY
Exit of a large German utility company after
concerns over the impact of gas prices
volatility and political uncertainty on its ability
to grow its renewable portfolio
Context
During the year, we held a large German utility company in
our European Equity portfolio. Our decision to invest in the
company was driven initially when they announced a new longterm strategy geared towards renewable electricity generation,
especially offshore, with significant capex commitments in
renewable power and leading expertise. However, the company
has one of the largest carbon footprints in the European utilities
sector, while it is undertaking this transition away from carbon
intensive forms of electricity generation. This carbon exposure
was highlighted in our ESG portfolio reviews and was a regular
discussion point internally and with our clients.

Activity
In 2021, our investment team spent a considerable amount of
time considering the exposure to utility and energy sectors in
our European strategy. The team also engaged extensively with
the management of the company to understand the challenges
and barriers faced in transitioning towards renewables. This
work was in parallel to the research conducted on green
hydrogen, carbon capture & storage and thermal efficiency in
buildings as part of the research underpinning opportunities
within our European funds.
We observed significant uncertainty in the gas market,
wholesale electricity prices and grid resilience in Q3 leading to
large price movements. There were also political changes and
instability in some European countries increasing our concerns
over price volatility and uncertainty (Germany and Spain in
particular). We identified the volatility of gas prices as a major
weakness at the heart of Europe’s energy transition. This was a
key risk for the company’s ability to grow its renewable portfolio
in line with its objectives and to reduce its overall carbon
footprint – the main drivers behind our investment case.

Outcomes
With these risks in mind, the investment team concluded the
company could remain a very heavy carbon emitter into the
next decade which will both undermine the company’s ESG
credentials and reduce investor appetite for the stock. We also
unfortunately have limited influence on the company to change
its energy generation mix, since this is generally directed by
political decisions relating to energy security and the price of
electricity to final consumers. Based on these concerns we
therefore decided to exit the position in Q3 2021.
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STEWARDSHIP CODE PRINCIPLE 2
Signatories’ governance, resources and incentives support stewardship.
Activity
Governance
Sustainability starts at the top with the GAM Holding AG Board
holding overall responsibility for our sustainability strategy.
Our Sustainability Committee, chaired by our Global Head of
Sustainable and Impact Investment, oversees our strategy.
The Sustainability Committee reports to the full Board and our
Group Management Board on a quarterly basis.
We have a nominated non-executive director, Katia Coudray,
responsible for championing sustainability at the Board level
and in 2021 identified a separate Board member, Monika
Mahon, also Chair of the Risk Committee, with responsibility
for climate risk. Sustainability and climate risks are overseen at
the Board Risk Committee. Our TCFD (Taskforce for Climaterelated Financial Disclosures) report, which is integrated within
our 2022 Sustainability Report, contains further details of our
governance structure specifically in relation to the management
of climate risk.
The Sustainability Committee is one of ten key group oversight
committees, and its terms of reference were refreshed in 2021,
together with the introduction of two sub-committees, our
Responsible Investment and Sustainability Operating

committees, to focus on monitoring and continually improving
our ESG integration, active ownership and operational
sustainability.
Our Responsible Investment is chaired by our Global Head
of Sustainable and Impact Investment and comprises our two
heads of investments, senior investment managers from
across asset classes, and senior members of our Governance
and Responsible Investment team. Committee responsibilities
include:
• Reviewing and implementing our responsible investment
policy framework
• Supporting ESG integration
• Supporting engagement initiatives
• Ensuring knowledge is shared across the investment function
• Monitoring progress with a focus on innovation and continual
improvement
This year we established a Climate Change Working Group, as
a sub-committee to the Responsible Investment Committee, to
support integration of climate related risks.

Figure 2: Governance for sustainability

Board of Directors
Group Management Board

Audit Committee

(GMB)

(Board level committee)

Group Investment
Management Oversight
Committee

Sustainability
Committee

Chair – Global Head of
Sustainable & Impact Investing

(GIMOC)

Sustainability
Operating Committee
Chair – Group COO

Procurement/
Facilities
Board Committee

Product Strategy
Committee
(PSC)

Responsible Investment
Committee
Chair – Global Head of
Sustainable & Impact Investing

Investment
Management
Global Management Committee

Risk Committee

(Board level committee)

Group Risk
Oversight Committee
(RiOC)

Climate Change
Working Group
Governance and
Responsible Investment
Supporting Cross-functional Committee
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Over the year, we sought to integrate sustainability oversight
within the relevant functions. This includes the Group
Investment Management Oversight Committee providing
oversight over the performance of investment teams as well as
key risks and controls relating to the Investment function, the
Product Strategy Committee, which authorises development
of new products and strategies and reviews existing products,
and the Risk Oversight Committee, which oversees operation
of the risk management framework (see Figure 2).
An additional layer of oversight comes from the Boards of
the management companies of our funds. These Boards will
review our proxy voting and stewardship activities at least
annually.
Diversity and inclusion
Diversity and inclusion are critical to our success, and we
believe that by fostering an environment that embraces
diverse perspectives we become better investors. We are
signatories to the Women in Finance Charter in the UK, and
members of the 30% Club in Ireland and of the Diversity
Project’s InterInvest – an initiative to drive LGBT+ equality and
inclusion across the investment industry – all of which support
our progress toward our Diversity and Inclusion goals. The
overall gender split of all GAM employees is 37% female and
63% males, however 57% of our Board and 25% of our Senior
Leadership Team are women. In our Investment and Wealth
Management teams, 29% are women, an increase from 25% in
2020. We were pleased to receive recognition for our progress
through the Citywire Gender Diversity Awards – GAM was the
winner of the ‘Best AuM Split’ category for asset managers
with 50–100 managers recognising fund groups that have a
greater parity in the proportion of assets managed by women
and men and the Investment Week Women in Investment
Awards where Jian Shi Cortesi, Investment Director for China
and Asia growth equities, was chosen as the winner in both
the ‘Fund Manager of the Year (large firms)’ and ‘International
Investment Woman of the Year’ categories. We also support
increasing diversity in our industry through participation in the
#10,000BlackInterns programme. Three interns joined our
investment teams in 2021 and for 2022, we have committed to
increase the number of internships from three to five.
Internal resources
GAM’s Governance and Responsible Investment (GRI) team is
a dedicated expert team, actively working with our investment
teams on engagement, voting and ESG research across our
strategies. The team is independent of investment teams and is
led by Stephanie Maier, GAM’s Global Head of Sustainable and
Impact Investment, a member of the senior leadership team.
The GRI team’s principal functions are:
• Guide GAM’s overall approach to systemic sustainability risks,
such as climate change
• Support investment teams with ESG related analysis and
research
• Conduct and manage proxy voting
• Support investment team with engagement on material
sustainability issues
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Our Head of Sustainable and Impact Investment has 19 years’
experience in sustainable investment and research, including
senior responsible investment roles at HSBC Global Asset
Management and Aviva Investors. She sits on the Steering
Committee for Climate Action 100+, the world’s largest
collaborative shareholder engagement on climate, and cochairs the IIGCC Corporate Programme. In 2021 and early
2022, we welcomed additional climate change, ESG and
corporate governance analysts to GAM, enhancing the team’s
expertise. Diversity and inclusion are critical to our success,
and we believe that by fostering an environment that embraces
diverse perspectives we become better investors. The team
now comprises seven, with a breadth of backgrounds,
experience and speciality areas. The GRI team has a balance
of gender (57% female and 43% male) and represents a mix
Of both senior and more junior team members to ensure our
stewardship commitments are fulfilled. Three members of
the team hold the Investment Management Certificate (IMC)
and three hold master’s degrees. One analyst completed the
CFA ESG Certificate in 2021. We strongly support continual
learning, and are supporting two further team members to
complete the CFA ESG Certificate in 2022. The team ensures it
continues to build and share knowledge through involvement
in external working groups and attending relevant events and
webinars.
External resources
We use a wide range of third-party service providers to support
our stewardship activity and ESG integration. When selecting
our service providers, we conduct due diligence and have a
clear review process to ensure we select the best providers
that meet the needs of our organisation. We value using a wide
range of data sources, which are reviewed or complemented
by our GRI and/or investment teams where appropriate. For
example, for our proxy voting, ISS provides written analysis for
each company resolution based on our policy, but the ultimate
voting decision is made by GAM.
In 2021, we onboarded a new research provider for product
involvement data and expanded our provision of climate data
and analytics. A high-level summary of our third party ESG
data providers is outlined below. We also use sources such as
CDP, TPI and other NGO reports and benchmarks to support
our analysis.
• ESG data, analysis & tools – MSCI ESG Research,
Sustainalytics, ISS, CDP, RepRisk, Bloomberg, brokers
• Proxy voting – ISS
• Business involvement screening – MSCI ESG Research,
Sustainalytics, RepRisk

| GAM Investments - Stewardship Report 2022
Training
Training and knowledge sharing are key to continuous
improvement. We have a group-wide learning management
system that provides a centralised repository for all learning
and development needs. Our ESG training approach takes
the form of external qualifications such as the CFA Certificate
in ESG Investing as well as internal knowledge sharing,
dedicated learning materials and micro-seminars. In 2021,
12 employees completed the ESG Investing Certificate and
we sponsored a total of 29 in the same year. We partnered
with the PRI (Principles for Responsible Investment) to provide
e-learning and certification on ‘Foundations in Responsible
Investment’, which delivers an accredited course for all our
sales and client-facing employees who require more specialist
knowledge. At the end of the year, 82% of the employees
in scope for this e-learning had completed it. For 2021,
we cascaded a company-wide objective for all employees
to acquire a minimum of 4 hours of ESG-related training.
Completion of this objective is reviewed as part of the annual
performance appraisal process. In 2021, 5 hours of ESGrelated training were completed on average per employee.
To support this objective, we provide access to a range of
learning content including four dedicated modules from Swiss
Sustainable Finance (SSF). We launched LinkedIn Learning, a
new e-learning resource for all employees with a digital library
of more than 6,000 courses, where we have a range of ESG
curated content covering sustainability and environmental
awareness.
Incentives
The Group’s total compensation approach comprises fixed
and variable compensation. Fixed compensation includes
base salary, which reflects seniority, experience, skills and
market conditions, and customary local practices. Variable
remuneration is awarded annually and is dependent on Group,
business area and individual performance.
In 2021, our Compensation Policy was updated in order to
reflect the requirements of regulation (EU) 2019/2088 on
sustainability-related disclosures in the financial services
sector (‘SFDR’). Our Compensation Policy operates in a
way that is consistent with the integration of sustainability
risks. Where appropriate, formula-based bonuses will reflect
sustainability risks, as these risks will drive the investment
performance used to determine formula-based bonuses
payable to fund managers. The Group’s Compensation
Policy is available on GAM’s website.
Sustainability objectives for 2021 form part of the individual
goals assessment within the Group Management Board
scorecard. For 2022, the GAM Compensation Committee
has agreed that sustainability should form a more explicit
element of the strategic annual bonus scorecard component
directly driving all GMB members’ annual remuneration.
The Committee will continue to review its approach to set
clear ESG targets for the GMB through the course of 2022.
ESG integration is an increasingly important feature of our
investment process as ESG factors continues to have more of
a material impact on the performance of companies.
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Outcomes
We reviewed our governance, processes and resourcing for
stewardship in Q1 2021. This led to the changes outlined
above, including updating the structure, membership and
terms of reference for our Sustainability Committee, and
enhancing Board oversight by adding specific Board member
responsibility for climate risk. We have also strengthened
engagement tracking and oversight of ESG integration
processes by updating our investment desk procedures and
introducing monitoring. We increased our internal resourcing
through additional recruitment to our GRI team and expanded
our ESG data provision, in particular on climate data and
analytics.
Over 2021, we considered how our governance processes
have served to support effective decision-making related to
our sustainability strategy and how we have delivered for our
clients. The improvements in both processes and resources
have also led to a deeper understanding and integration of
ESG considerations in the investment process and closer
collaboration between investment managers and the GRI
team.
For 2022, we will focus on further strengthening the
collaboration and further enhancing the engagement recordkeeping, data and tools to support ESG integration and
stewardship. Our goals for 2022 include developing and
implementing an in-house assessment for ESG, climate and
impact and further developing climate risk tools across asset
classes.
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STEWARDSHIP CODE PRINCIPLE 3
Signatories manage conflicts of interest to put the best interests of clients and beneficiaries first.
Context
GAM has a publicly available Conflicts of Interest Policy,
which states that it is essential for GAM to be able to identify
and manage conflicts of interest fairly and appropriately, and
to prevent conflicts of interest from adversely affecting the
interests of clients. The Policy sets out the framework we use
to ensure that appropriate steps are taken by GAM and its
employees to identify, prevent, manage and record conflicts
of interest. All employees are required to adhere to the Policy
– on which they receive annual training – and failure to do
so may result in disciplinary action against the individual
concerned, including termination of employment.
The Policy is reviewed annually by the Global Head of
Compliance. The Global Conflicts of Interest Committee (which
is independent of GAM’s business divisions, chaired by the
Chief Operating Officer and reports to the Group Management
Board) is responsible for ensuring that a consistent and
effective process for identifying, preventing, managing and
reporting conflicts of interest is implemented and maintained
both globally and at a local level.

Activity
Key potential or perceived conflicts of interest related to
stewardship activities that have been identified include:
• where a company selected for engagement is a client of GAM
or is an associate of a client of GAM.
• where GAM has voting rights in a company that is a client of
GAM or is an associate of a client of GAM.
• where GAM has voting rights in a company that has a
significant shareholding in GAM.
• where a GAM portfolio manager or a person connected to
the portfolio manager (e.g. a spouse) has an outside activity
associated with a company held in a client investment
portfolio over which the portfolio manager may exercise
voting rights.
• where in the course of legitimate investment activities, a GAM
portfolio manager has gained inside information in relation.
• to a company for which the portfolio manager may exercise
voting rights on behalf of a client.
• where a GAM portfolio manager has a personal relationship
with an employee or a non-executive director of a company
over which the portfolio manager may exercise voting rights.

In any such circumstances, GAM will take steps in accordance
with the Conflicts of Interest Policy, the GAM, Corporate
Governance and Voting Principles and the Group Proxy
Voting Procedures to advance clients’ best interests in relation
to companies in which GAM invests on behalf of clients. In
particular circumstances, this may require both the Global
Head of Discretionary Investment Management and the Global
Head of Sustainable and impact Investment to make the vote
decision. If necessary, a vote decision may be escalated to
GAM’s Sustainability Committee as final arbitrator.
For more information, please refer to the Conflicts of Interest
Policy, the GAM Corporate Governance and Voting Principles
and the Engagement Policy, available on our website.

Outcomes
There were no instances in the period relevant to this
Stewardship Report in which a conflict arose that prevented
GAM from engaging with a company or making a proxy voting
decision on behalf of clients.
However, please see the following case study which
demonstrates how GAM has enhanced its global management
of conflicts of interest risk relevant to historic issues raised
by our regulator in 2021 concerning GAM’s framework for
managing conflicts of interest risk.

CASE STUDY
Enhancements to Conflicts of Interest
Framework following identification of historic
weaknesses by the FCA
On 16 December 2021, the FCA issued a Warning Notice
against GAM International Management Limited (GAM’s UK
investment management firm) for a failure to ensure that its
systems and controls for the identification, management and
prevention of conflicts of interest operated effectively during a
period from 28 November 2014 to 8 March 2018.

GAM’s enhanced approach to conflicts of
interest (COI)
Since mid-2018, a significant focus has been given to raising
internal awareness of COI within GAM and the management
thereof of identified conflicts. GAM’s commitment to fully
embedding COI management throughout its business is
demonstrated by:
1. Primacy of Importance
GAM’s COI Committee reports directly to the Group
Management Board reflecting the importance of COI to the
firm.
2. Senior ownership of COI
The COI Committee is chaired by the Group COO and has
senior representation from Investment and Distribution
functions.
3. Global COI Committee
COI are managed on a global basis to ensure all regions and
functions are covered.
4. COI Training
A dedicated compulsory global training programme.

GAM’s global framework for the management of COI risk was
fully established in June 2020, comprising:
1. Board Governance & Segregation of Function/Duties
Investments functions are segregated from support functions
to allow for their independence. Our internal control
environment is underpinned by the “three lines of defence”
framework which requires the independence of control
functions, including Compliance, Risk and Audit.
2. Global COI Committee
The COI Committee is one of ten key oversight committees
in GAM’s governance framework and reports directly to
the Group Management Board. Chaired by the Group
COO, it is a global, independent function with three primary
responsibilities:
1. To ensure that a consistent and effective process for
identifying, preventing, managing and reporting COI is
implemented and maintained at a global level.
2. To provide oversight that ensures that existing and
proposed controls to prevent or manage COI are
designed adequately and operate effectively.
3. To oversee the annual review of COI training.
3. Global COI Register
The Global COI Register records conflicts that have arisen
or may arise in the course of GAM’s business activities
globally. This includes the requisite controls implemented to
manage those conflicts. Named control owners are required
to annually attest to the adequacy and effectiveness of these
controls.
4. Policies and Procedures
Our detailed policies and procedures are designed to ensure
that processes are in place to reduce the possibility of a
material risk of detriment to the interests of clients.
5. Training
Mandatory COI training is provided to all employees through
both computer-based training and interactive Conflicts &
Conduct Workshops.
6. Dedicated Resource for Managing CoI Risk
Global Head of COI & Conduct appointed in July 2018 as a
dedicated resource for the global management of COI.
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STEWARDSHIP CODE PRINCIPLE 4
Signatories identify and respond to market-wide and systemic risks to promote a wellfunctioning financial system.
Activity
GAM recognises that risk management is essential to support
the achievement of our business and strategic objectives.
Effective risk management is fundamental to all stakeholders
of GAM, including our clients, shareholders, employees,
regulators and business partners, and is of interest to the
wider financial services sector. GAM’s Board of Directors is
ultimately responsible for the stewardship of the Group’s risk
management systems and processes, and their governance
and control.
From an investment perspective, we are conscious that our
investment actions and choices have a lasting tangible and
real impact on society, the environment and the communities
in which we operate. We also have a fiduciary responsibility to
act in our client’s long-term best financial interests. We actively
work to identify and respond to market-wide and systemic
risk, and how these can impact company and portfolio level
risk. Our approach sits within our firm-wide risk management
framework and identification of risks results from a review of
external sources such as the World Economic Forum’s Global
Risks Report, as well as fundamental analysis, supported
by independent ESG data and research, recognised NGO
sources, and our own engagement with companies.
A systemic risk is one that can result in the breakdown of an
entire system rather than an individual part. The environment,
society and economy are inherently interlinked. This year has
reinforced that Sustainability risks – such as climate change,
biodiversity collapse, the social, environmental and economic
impacts of Covid-19 – frequently manifest at both a company
and market-wide level and are systemic in nature. However,
addressing systemic risk routinely requires a system-wide
response, which is why we consider industry collaboration to
be key and have increased our public policy advocacy over
2021.
Collaboration remains central as we actively look to work
with industry initiatives and other stakeholders to promote
continued improvement of the functioning of financial markets.
Examples of such collaborations are detailed in Principle
10 of this report. These include our work with the Access to
Medicines and Access to Nutrition initiatives and with Climate
Action 100+, one of the most important global collaborative
engagement initiatives on climate. We will continue to engage
on systemic issues both directly and collaboratively with
companies and increasingly on policy advocacy through
industry groups. We joined IIGCC and UKSIF in 2020, in part
to increase this aspect of our stewardship.

Key sustainability factors we have identified as potential
market- wide and systemic risks for our investments include:
Environment – Environmental factors include those relating to
the use and availability of natural resources, such as water, in
the manufacture, use and disposal of products and services.
Risks relating to biodiversity may result from a dependency on
natural ecosystems and ecosystem services, which are under
threat, including from deforestation, land degradation and
unsustainable activities, or a negative event which results in
serious harm to biodiversity.
Climate change – In 2021, GAM joined the Net Zero Asset
Managers initiative and we support the 2015 Paris Agreement
goal of limiting global warming to well below two degrees
Celsius. We also seek to integrate relevant physical and
transition climate-related risks and opportunities into our
investment decision-making. We want companies to have
appropriate governance, strategy, risk management and
disclosure relating to GHG emissions and impacts along a
company’s value chain.
Social – Social factors include those relating to diversity
and inclusion, health and safety, human rights and labour
standards within direct operations, the supply chain and in
products and services offered. Social risks may result from
the mismanagement of employees, health and safety related
closures or reputational risks associated with poor labour
practices. In addition to protecting basic human rights, we look
to companies to have appropriate policies, procedures and
disclosures in place to manage these risks.
Governance – Governance factors include consideration of
Board structure and independence, alignment of remuneration,
transparency of ownership and control and accounting. Risks
may also arise from poor corporate culture or bribery and
corruption issues. Our approach to corporate governance
issues is outlined in our Corporate Governance and Voting
Principles.
UN Global Compact – We support the Global Compact’s
ten principles in the areas of human rights, labour rights, the
environment and anti-corruption derived from the Universal
Declaration of Human Rights, the International Labour
Organization’s Declaration on Fundamental Principles and
Rights at Work, the Rio Declaration on Environment and
Development, and the United Nations Convention Against
Corruption. Any serious breaches of these principles will result
in enhanced due diligence.
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Outcomes
Reporting on outcomes and effectiveness for market and
systemic risks is inherently challenging. While progress maybe
evident, systemic risks such as climate change are by their
nature persistent.
Two systemic risks that continue to dominate in 2021 are
climate change and Covid-19.
In November 2021, the United Nations Climate Change
Conference, COP26, held in Glasgow, UK concluded with the
publication of the Glasgow Climate Pact. While the progress
was considered sufficient to keep the goal of limiting global
temperature increase to 1.5°C scenario, alive, with key pledges
from governments, such as India’s pledge to reach net zero
emissions by 2070 and a target of 50% renewable energy
by 2030, as well as 46 governments committing to transition
away from coal by 2040, it requested a further strengthening of
climate commitments (nationally determined contributions or
NDCs), from governments and further mobilization of climate
funding to support climate adaptations in particular.
The private finance sector played a more prominent role
than in previous years, with the announcement that the
Global Financial Alliance for Net Zero (GFANZ), including the
Net Zero Asset Managers initiative to which we committed,
totalled asset owners, asset managers and banks collectively
responsible for over US$130 trillion in assets.
We are encouraged by some of the outcomes on
collaborations such as Climate Action 100+, as detailed in
Principle 10, where half of engaged companies have now
committed to reach net-zero emissions by 2050.
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CASE STUDY
Integrated climate stewardship to address a
systemic risk
Climate change poses a systemic risk to the global economy,
environment and society, and presents specific risks and
opportunities at an asset level. The climate’s breakdown is a
systemic risk to our clients due to the economic and political
consequences and the physical impacts of climate change. The
scientific consensus that we face material risks resulting from
human-made carbon emissions is now overwhelming. Given
the speed and scale of the transition that is required to keep
within the 1.5°C goal of the Paris Agreement, climate change is
a priority theme for our ESG integration, voting, and corporate,
collaborative and public policy engagement.
Our own commitments
The structured approach to TCFD disclosure – covering
governance, strategy, risk management and metrics and targets
– provides a robust framework to assess, monitor and respond
to this risk. In February 2021, we became formal supporters
of the TCFD and provided our first disclosures aligned with
the TCFD framework in February 2022. Please see our 2022
Sustainability Report for further details. We also underpinned
our commitment to supporting the transition by joining the Net
Zero Asset Managers initiative.
Corporate and collaborative engagement
We engage directly and as part of collaborative initiatives such
as Climate Action100+ and those outlined in Principle 10, to
encourage companies to:
• implement a strong governance framework which clearly
articulates the Board’s accountability and oversight of climate
change risk;
• take action to reduce greenhouse gas emissions across the
value chain, consistent with the Paris Agreement’s goal of netzero emissions by 2050; and
• provide enhanced corporate disclosure in line with the final
TCFD recommendations.
In July, we supported IIGCC’s call for consistency
on ‘corporate net-zero alignment plans’ and director
accountability on climate targets. As investors are increasingly
asking for transparency and accountability on companies’
climate commitments and transition plans, we have seen a rise
in climate-related proposals submitted by both management
and shareholders.
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Voting
In our voting policy, we expect companies to identify and report
material and business-specific risks, including climate-related
risks. We will consider voting against relevant directors where
we consider there are material failings in risk oversight of
environmental and social issues, including climate change. We
will consider voting against the Board Chair or other responsible
directors of companies in high-impact sectors that do not take
proactive measures to address and disclose climate-related
risks. When voting on climate policy resolutions submitted by
management, we will review each proposal individually.
In 2021, a few companies asked for shareholder approval of
their climate plan. We expect this number to increase as more
companies have committed to do the same next year. As a
member of the Net Zero Asset Managers initiative, we expect
companies seeking shareholder support on their climate
strategy to have evidence of a clear and credible commitment to
net-zero, with ambitious, broad and robust targets.
When it comes to resolutions submitted by shareholders, we
are generally supportive of resolutions which align with this
same principle and encourage a company to have ambitious
climate plans. However, we will be cautious of not supporting
resolutions which are overly prescriptive in how the business
should conduct its operations. In 2021, we voted on 28
resolutions relating to climate change at 18 companies. We
supported over 70% of these.
Public policy engagement
Public policy is particularly key to addressing systemic
risks. In 2021, we signed the Global Investor Statement to
Governments on the Climate Crisis calling for governments to
significantly strengthen their plans to cut carbon emissions in
the next decade and to bring in detailed targets for net-zero
emissions by 2050 or sooner. Our Global Head of Sustainable
and Impact Investment also provided oral evidence at the
House of Commons in the UK on how to engage the public
and business in the COP26 climate summit.
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CASE STUDY
Fairer Finance in the Fight against Covid-19

Context
While many advanced economies are already distributing
booster shots to their populations, we believe we must not
lose sight of the goal of vaccine procurement for everyone,
everywhere. A failure to offer global vaccine coverage is
dangerous to both public health and the global economy.
Aside from the catastrophic loss of life, the global economy
stands to lose as much as USD 9.2 trillion if governments fail
to ensure developing economies gain equitable access to
vaccines. These potential losses dwarf the funding needed for
an effective, fair and global international response.

Activity
In February 2021, GAM signed the global investor statement in
support of an effective, fair and global response to COVID-19.
The statement calls for full capitalisation of the Access to
COVID-19 Tools (ACT) Accelerator, a partnership dedicated to
developing, producing and ensuring equitable access to tools
and a coordinated global approach to distribution.

Outcomes
When the statement was published, more than three quarters of
all vaccines had been administered in just 10 countries, while
a further 130 countries, home to 2.5 billion people, were yet to
administer a single dose. In the subsequent months, GAM and
other signatories have made significant progress against the
issues covered in the statement.
• First, engagements with investee healthcare companies
have helped promote industry action supporting the ACT
Accelerator, from cross-industry partnerships to voluntary
licensing agreements.
• Second, signatories have also encouraged world leaders
to finance the ACT-Accelerator in full and deploy adequate
funding to ensure fair and equitable access to COVID-19 tools
globally.
• Third, GAM and other investors continue to explore innovative
finance mechanisms to support the response. This includes
vaccine bonds, which played a role in accelerating the
availability of critical funding for COVAX, the Covid-19
Vaccines Global Access initiative.
There is still much work to be done, but finance has an
important role to play in our battle to overcome this pandemic.
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STEWARDSHIP CODE PRINCIPLE 5
Signatories review their policies, assure their processes and assess the effectiveness of their
activities.
Activity and Outcomes
Policy review
In 2021 we reviewed and enhanced our sustainability
investment policy framework. This included significant
updates to our Responsible Investment Policy, Engagement
Policy and Corporate Governance and Voting Principles, as
well as the introduction of a new Climate Change Statement
and Exclusion policy on controversial weapons across
our investments. The policies were reviewed across our
investment, legal, risk and compliance functions before formal
approval by the Sustainability Committee and review by the
Investment Management Oversight Committee. We further
strengthened oversight to ensure that these policies are now
reviewed on an annual basis. All our policies are monitored
at group level under our Policy Management Group, a
committee responsible for general policy oversight and policy
management processes.
We consider this has considerably improved transparency of
our approach for our clients and provided clearer guidance for
our investment managers.
Process review
Two important processes were reviewed and enhanced in
2021:
1. ESG dashboard – Our proprietary ESG dashboard uses
multiple ESG data points and in-house voting to identify
specific ESG risks and opportunities The ESG dashboard
was significantly enhanced in 2021 including additional data
on UN Global Compact breaches, controversies and carbon
analytics, as well as a time-series data and greater drill down
into individual data points.
2. Engagement tracking – In early 2021 we introduced a new
tool for investment managers to record engagement activity.
This was introduced with additional guidance and training.
We reviewed records in Q3 2021 and identified further
enhancements which were implemented in Q4 2021. We
will continue to work with investment managers to improve
completeness and level of detail relating to engagement
activity. We believe this will better support the integration of
the insights derived from engagement into the investment
decision-making process.

Internal audit – In 2021, GAM’s Group Internal Audit
conducted a review of the GAM submissions to the annual UN
Principles of Responsible Investment (UN PRI) survey of our
Stewardship report. The scope also covered a review of the
controls administered by the GAM Governance & Responsible
Investment (GRI) Team in relation to these submissions
including oversight and review; evidence and data retention;
and the policy and procedural framework. Group Internal Audit
verified the accuracy of the responses prior to the submission.
While a positive outcome was achieved, the audit identified
documentation enhancements to improve the completion
process.
The internal audit led to specific recommendations around
improving record-keeping to better support our reporting.
These were put in place and followed in the preparation of
this report. The Stewardship Report was subject to review
by our Sustainability Committee, of the GAM International
Management Ltd (GIML) Board and approved by our Group
Management Board. We seek to ensure that our reporting is
fair, balanced and understandable.
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STEWARDSHIP CODE PRINCIPLE 6
Signatories take account of client and beneficiary needs and communicate the activities and
outcomes of their stewardship and investment to them.
Context
Our clients
We are committed to strong long-term relationships with our
clients, spanning different geographies, channels and segments.
Our goals are fully aligned with our clients’, as we provide
efficient access to high-performing investment opportunities,
supported by our platform infrastructure and risk management.
Institutional clients represent 40% of our investment management
assets. Our dedicated institutional team offers investment
propositions and customised solutions to clients such as family
offices, public and corporate pensions, insurers, sovereign
wealth funds, endowments, foundations and local authorities.
We maintain a strong network of distribution partners,
including financial intermediaries and advisers, whose clients
represent 51% of our investment management assets. Our
Wealth Management business represented 9% of investment
management assets.
GAM has a global footprint and manages assets for client
across a range of geographies including Europe, North America,
Latin America and Asia. Europe currently represents our most
significant region.

Our investments
Our investment management capabilities provide clients with
differentiated investment strategies across equity, fixed income,
alternatives and multi-asset. These are actively managed with
discretionary, systematic and specialist approaches. As at
31 December 2021, 25% of the CHF 31.9 billion investment
management assets were invested in equity strategies, 44% in
fixed income and the share of investment solutions across multi
asset and alternatives capabilities was 24% and 1%, respectively.
Our systematic capability accounted for 4% and absolute return
products for 2%.

Figure 4: Investment management assets
by capability
1% 2%
24%

25%

Figure 3: Investment management assets
by client segment
Absolute Return
Fixed Income

9%

40%

Intermediaries

44%

4%

Equity
Multi Asset

| Source: GAM. As at 31 December 2021.

51%

Institutional clients

| Source: GAM. As at 31 December 2021.

Private clients
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Figure 5: Investment Management AuM
by invested region (at portfolio level)
5%

6%

12%

RFPs – We also collate our clients’ ESG and sustainabilityrelated questions from RFPs. These offer a current snapshot
of the queries and concerns surrounding the industry from an
ESG lens. Taken together with the survey results this helps
us to identify those issues that clients care about most which
we then use to help inform our stewardship and other client
priorities.

Outcomes

12%

Global*
EM
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We regularly review client feedback on sustainability matters
and take this into account in our product and client services
offering.

65%

Europe
Japan

North America

| Source: GAM. As at 31 December 2021. *Also includes
portfolios with no specific geographic remit and thematic
strategies.

As active investment managers we typically invest over the
longer term as we believe that this investment horizon aligns
with our philosophy to deliver the best outcomes for our clients.
Our recommended investment periods are typically three, five
or seven years and are communicated to clients on a product
specific basis.

Activity
We annually report our stewardship and engagement activities
via this Stewardship Report, through an update on our ESG
activities in our Annual Report and in our Sustainability Report.
We publish our voting activity publicly on our website which is
updated monthly, and we provide clients with any additional
stewardship information on request.
Understanding our clients is central to being able to deliver
for them. We consider a mix of formal surveys and regular
dialogue with our client relationship managers to be the most
effective way of understanding our clients.
Client engagement – regular dialogue with clients is key. We
have a strong relationship management structure to support
our clients individually and review aggregate input we receive
at a client type, regional and global level to determine areas
where we can improve.
Client survey – GAM wants to understand its clients’ current
needs around ESG to better support them in reaching their
investment objectives. Therefore, in 2021, we updated and
undertook a dedicated ESG client engagement survey to
understand which ESG issues were most material for them. The
feedback was captured by our client relationship management
team and we found that our clients believed ESG warranted
some or critical consideration in engagement and active voting
practices. Notably, our clients also agreed that advocacy with
organisations and individuals, such as public-policy makers,
regulators and industry bodies, is an important avenue for
influencing societal, economic and environmental change.

Responding to our clients
In response to the results from last year’s client survey and
direct engagement with clients, we introduced the following:
• ESG client reports
In 2021 we introduced fund specific ESG reports to improve
transparency. These are available on our website for 70% of
our funds (including 100% of equity funds) and are updated
monthly. These cover position ratings, ratings distribution,
carbon analysis and ratings breakdown by E, S and G factors.
These reports improve transparency and help our clients
to understand the ESG risks and opportunities associated
with their investments. These reports sit alongside our
existing external ESG reporting and communication channels
to clients such as our RI webpage containing policies,
disclosures and voting records.
• Priority engagement themes
Our 2021 survey asked clients to identify their priority
engagement themes over the next two years. The top
issue was climate change, with labour issues, bribery and
corruption, accounting and audit and biodiversity, completing
the top 5 issues. This has informed our focus areas for
thematic engagement and prioritisation of portfolio level
engagement as part of our ESG reviews, as well as our
decision to join collaborative initiatives, such as the Human
Rights Investor Alliance and the strengthening of our voting
policy on audit.
• Sustainable products and solutions
We are committed to developing sustainable products and
solutions that will help our clients successfully navigate,
benefit from and drive the transition to a more sustainable
and lower-carbon economy. We now have CHF 875 million in
assets under management in sustainable strategies including
Sustainable Local Emerging Bond, Sustainable Climate
Bond, Sustainable Emerging Equity and Swiss Sustainable
Companies strategies.
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We launched two new funds last year:
• Sustainable Local Emerging Bond was developed in
close partnership with a leading Austrian pension fund.
• Sustainable Climate Bond strategy is one of the first in
the industry to focus on green and sustainability bonds
issued by European financials. The strategy adopts an
active, bottom-up, high-conviction approach, and offers
investment in green bonds that contribute to lowering
carbon emissions while providing attractive spreads,
and is part of developing strategies to support our
clients in supporting a climate-resilient economy.
Following feedback from our clients, we also introduced a
new Sustainability Exclusions Policy for a subset of our funds.
The policy covers absolute exclusions and restrictive revenue
thresholds on a broader range of weapons-related activities,
tobacco, coal and UN Global Compact breaches. Over three
quarters of our equity funds and over 90% of our corporate
credit funds by AUM now apply these exclusions. Additional
exclusions are also applied to selected funds across other asset
classes.
Implementing principles and policies
Our policy framework sets out our approach on key areas of
stewardship activity, including ESG integration, voting and
engagement. However these policies may not suit every
situation and we take active decisions within the context of
our policies and principles that we consider to be in the best
interests of our clients.
One example of this is our proxy voting principles. These
principles guide our voting across all our portfolios. These
are implemented with the support and research of our proxy
adviser. However, the GRI team actively reviews these votes
with the investment teams. If necessary, we will override a
voting recommendation which aligns with our policy but may
not be appropriate when voting on a specific company. Voting
principles do not take into consideration a lot of the context
and background behind some of the companies’ decisions
and actions. Sometimes we may deviate from the policy if
we consider a company has made significant progress in
addressing a problem and are confident it will be resolved.
Some of the criteria applied to Director elections can be
stringent at times and do not consider other parameters such
as experience, which bring significant value to the Board.
Below are a few case studies where we deviated from our
policy.
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Examples
Shin-Etsu Chemicals
At Shin-Etsu Chemicals, one of the largest chemical company in Japan, we highlighted important concerns
over the lack of independence, gender diversity and age of the Board. Our standard voting policy, when
board independence is insufficient, is designed to vote against the Chairman of the Nomination committee.
For many Japanese companies, the lack of independence is generally due to a lack of outside director
representation compared to insiders. However, in the case of Shin-Etsu, this imbalance was also due to the
presence of several non-independent outside directors. We also noted that directors were not subject to
annual re-election which is another barrier to hold directors accountable. Based on the above concerns, when
voting at the 2021 AGM, we therefore decided to go beyond our standard policy and to not only vote against
the chair of the Nomination Committee but also the re-appointment of another non- independent outside
director. After thorough review we considered that not supporting his re-election was consistent with the
urgent need for board composition improvements and refreshment at the company. The shareholder dissent
levels for the re-election of these two directors were respectively 26.5% and 30.7%.

POSCO Holdings
POSCO, a South Korean steel-making company, was flagged for lack of independence on the Board. Its level
of independence was just below our acceptable guideline threshold. Our guideline for this market is normally
to vote against the non-independent directors including executives other than the CEO. In the case of POSCO,
following our policy would have meant voting against five directors of which four insiders (executives).
Having reviewed the Board composition, we considered that a targeted vote towards specific outside nonindependent director would be more sensible as his removal would be sufficient to have a board majority
independent. We therefore only voted against the one non-independent non-executive director and supported
the other executive directors.

Nike Inc.
At Nike’s AGM in 2021, a shareholder resolution was put forward asking the company to publish a report on
Human Rights assessments. The benchmark policy we followed recommended a vote against the proposal
on the basis that the company report provides disclosure related to its human rights policies and sustainable
sourcing practices and was not lagging its peers in terms of human rights disclosure.
However, on this occasion we decided to support this shareholder resolution. As an asset manager that
supports the UN Global Compact principles and is a member of the Investors Alliance for Human Rights, we
believe it is important to reinforce supply-chain transparency especially around cotton sourcing. Nike states
that it is focused on traceability of cotton and that it is working with suppliers, industry associations, and other
stakeholders to pilot traceability approaches and map material sources. Understanding what this means and
increasing transparency around this issue through mapping the upstream suppliers in its value chain in a
Human Rights Impact Assessment would give investors greater confidence and reassure them that Nike is not
involved in forced labour in this region.
A total of 27.7% of shareholders supported this resolution at the 2021 AGM.
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STEWARDSHIP CODE PRINCIPLE 7
Signatories systematically integrate stewardship and investment, including material
environmental, social and governance issues, and climate change, to fulfil their responsibilities.
Context
Signatories should disclose the issues they have prioritised for
assessing investments, prior to holding, monitoring through
holding and exiting. This should include the ESG issues of
importance to them.
Our integrated investment approach evaluates strategic ESG
factors alongside asset level and systemic financial, legal,
regulatory, market and operational factors, as we believe this
is integral to sound investment decisions. The ESG integration
process will vary between investment teams and will be
tailored to each strategy’s investment process, asset class and
markets.
Prioritising key issues
Before investing or when monitoring our portfolios, we
prioritise the ESG issues we consider material to our funds’
strategies, our holdings’ financial performance but also to
our clients. As disclosed in our last year’s stewardship report,
we adopted a more structured approach to ESG integration
to meet client expectations and focus on material topics.
Following client feedback, we identified priority ESG themes to
focus on as part of our stewardship obligations across all our
teams. We also use materiality assessments to identify issuers
in our portfolio for which of these themes, but also other ESG
issues, are material for our investments.
• Priority ESG themes: In the beginning of 2021, we
conducted a survey asking our clients what they considered
the most important risks to their assets for the next 10 years

Priority ESG
Themes

Climate change

• Carbon Footprint (Absolute
emissions, Intensity metrics)

• Climate targets (Short,
Medium, Long-term)

• Climate governance
Key indicators
• Ratings and Assessments
(CA100+, MSCI, CDP
Climate, TPI)

and what should be GAM engagement priorities over the
next two years. This feedback gave us a good understanding
of key topics to prioritise for the year, as stewards of our
clients’ assets. In 2021, climate change risks were at the top
of our clients concerns. The key themes we identified this
year through this process were: climate change, biodiversity
impacts, water stress, human rights & supply chain labour
standards and corporate governance.
• Materiality assessment: Materiality of ESG risks will vary
between markets and industries. We identify and review
topics that are reasonably likely to impact the financial
condition, operating performance, or risk profile of an
issuer, considering additional parameters such as market
and industry into account. This may include nearer term or
longer-term impacts. We also consider risks and opportunities
associated with the impact that a company’s products,
services or operations may have on the environment and
society.
• Qualitative input from investment teams: Our active
investment teams have a unique understanding and
knowledge of the companies and their portfolio. This is a
valuable resource when prioritising key ESG considerations
or engagements. Integration of ESG risks and opportunities
will also vary greatly based on the fund’s thematic focus,
sector, geography or market.
The table below highlights the priority ESG themes we
identified and key data points we use to monitor these themes
across our portfolios.

Human rights &
Governance
supply chain
• Water footprint
• Ratings and
• UN Global Compact • Board composition
(direct and indirect
Assessments (MSCI,
breaches (Human
and independence
water usage, Water
CDP Forest)
Rights, Labour)
• Diversity (gender,
Recycling and waste, • Palm oil and coal
• Third-party ratings
skill, experience)
etc.)
industry involvements (MSCI, Know-the• Remuneration
• Ratings and
Chain)
practices
Assessments (MSCI,
•
Governance Ratings
CDP Water)
(MSCI, ISS)
Water

Biodiversity

• Commitments to external
standards (TCFD, SBTi)

| Source: GAM. Themes and indicators are illustrative and differ over time and between strategies.

• Voting records
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Activity
Our overarching ESG integration process is similar
and systematic across all our investment teams, but its
implementation will vary greatly based on a fund’s asset class,
geography, and specific strategy. The investment teams are
ultimately responsible for monitoring their portfolio holdings
and integrating ESG considerations in their investment
decisions. They are supported in this task by various other
functions at GAM, such as the investment risk team and the
Governance and Responsible Investment team.
The purpose of ESG integration is to align our stewardship
and investments with the best interest of our clients, which
include their investment time horizons. ESG integration at
GAM is a continuous process combining data integration,
research, engagement and decision making. Effective changes
through stewardship and engagement take time to realise.
This is therefore a long-term process which requires to be
reviewed on an on-going basis to add value to investors with
long-term investment horizon like our clients.
In 2021, we adopted a more structured ESG integration
process taking a view of material issues from both a topdown and bottom-up perspective and feeding directly into our
engagement activities. We have established an overarching
framework outlining how we integrate ESG factors into our
investment process.
Portfolio ESG Monitoring – We have various processes in
place to monitor our portfolios and support the integration of
ESG considerations:
• Quarterly investment Risk Meetings: Quarterly investment
risk review meetings, conducted by our Head of Discretionary
Investment and our Investment Risk team, include an ESG
risk review. This process flags companies with poor ESG and
carbon scores or with controversies.
• Portfolio ESG reviews: Our GRI team conducts periodic ESG
and voting reviews with investment teams to flag companies
with high ESG risks and drive future engagement activities.
• Thematic reviews: We combine our portfolio reviews
with top-down thematic reviews of our holdings. GAM has
identified systemic risk areas such as climate change, which
drive these reviews across all our portfolios.
• ESG Dashboard: Our proprietary ESG Dashboard also allows
the investment teams and the GRI team to monitor changes in
third-party ESG scores and in carbon performance to monitor
ESG risks.
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The ESG data we use feeds directly into our ESG assessment
processes, whether through our quantitative reviews or
through ongoing monitoring by the GRI and the Investment
teams. Quantitative, top-down reviews allow us to monitor our
portfolios systematically while the GRI team and Investment
teams provide an essential qualitative research element to
this balance this process. These assessments are then used
to influence our decisions to engage, escalate or buy/sell a
position.
We use multiple independent ESG data and research
providers, third-party research, recognised NGO sources,
and public data from organisations such as the World Bank to
support our analysis. An overview of our ESG data providers is
available in Principle 2. We recognise that there are limitations
in the quality, comparability and availability of ESG data
and encourage improved disclosure through engagement
with data providers, companies and support for regulation
supporting improved disclosure on ESG issues. We review our
ESG data providers regularly and review new data or research
sources on an on-going basis. More information on how we
ensure service providers have received clear and actionable
criteria to support integration of stewardship and investment
can be found in principle 8.

Figure 6: Illustrative investment process
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| Source: GAM.
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ESG integration across asset classes
The specific approach to ESG integration used by each
investment strategy will depend on many parameters such
as their investment objectives, philosophy, asset class,
geographical market and investment time-horizon. We
therefore apply the integration framework described above
within the context of each team. The GRI team works together
with investment managers to support and improve this
integration within the investment strategies.

The table below illustrates our approach to ESG integration,
engagement and escalation across different asset classes.
The purpose of this table is to illustrate the nuances in our
approach to stewardship between our main asset classes,
however it should be noted that these will also differ between
strategies in the same asset class. There are overlaps between
some of these categories and many other factors will impact
and investment team stewardship activities.

For example, in equities and corporate credit, our ESG
integration tends to focus more on the opportunity side, and
we often engage directly; with sovereign credit, we tend to
focus on risk, and our engagement is mostly through investor
forums and industry bodies.

The case studies below illustrate how the ESG integration
processes described above have informed our investment
decisions at a fund and at an issuer level, to support delivering
for the benefit of our clients.

Outcomes

The example of the Japanese Corporate Governance
framework we implemented (see case study) is a good
example of how we integrate ESG considerations as fund-,
market- and asset class-specific.
ESG integration, Engagement and Escalation across asset classes

Equities

ESG integration (Principle 7)

Engagement (Principle 9)

Escalation (Principle 11)

• Focus on systematic ESG

• Regular one-to-one and direct

• Escalated Engagement: Formal letters

assessment of issuers, using ESG
data, controversial involvements
(see monitoring activities below) &
integration of voting data.

engagement meetings with investee
companies to gain unique insight
and building close relationship with
management and boards.

• Use of collaborative investor initiatives
to complement direct engagements

Corporate
• Focus on assessing the issuer quality
Fixed income
as well as the purpose of a bond and
the use of its proceeds.

to board, meeting request with specific
management or board members

• Proxy voting: powerful tool to voice
concerns over Governance concerns.

• Collaborative action: Use the power
of influence of investor groups
when individual engagements are
unsuccessful

• Pre-investment engagement activity is

• Unsatisfactory engagement may impact

part of the due diligence process and
stewardship activity

our participation to reissuance process
and our participation to future issuance
from a specific organization.

• Ongoing communication with an

investee company is still essential to
• Participation to collaborative
monitor the company’s activity and use
engagement initiatives.
of proceeds.

Sovereign
• Strategy specific but may include
Fixed income
assessment of Issuer quality through
the integration of sovereign ESG
indicators and ratings from recognize
public sources (e.g., World Bank) and
third-party data providers.

• Strong emphasis on risk mitigation.

• Stewardship activity focused on risk
management and due diligence prior
investment.

• Engagements on specific policy
developments and concerns with
government department, policy makers
and other institutions, often through
research trips

• Participation in public policy
engagement

• Collaborative engagement initiatives,
through investor forums and industry
bodies, such as the Emerging Markets
Investor Alliance, are useful way to gain
valuable knowledge

| Source: GAM. Approaches are illustrative and differ over time and between strategies.

• Investor engagement collaboration
can influence regulatory bodies and
escalate concerns to regulators

CASE STUDY
Bespoke corporate governance integration
framework in Japan
Context
Our Japanese Equity funds manages a concentrated portfolio
(around 24 positions) with a long-term investment time-horizon
(ideally 5 years or longer). The team developed and uses
a bespoke CG governance framework designed to fit the
investment process and to address and monitor the unique
governance challenges faced by Japanese companies in the
portfolio. It is also tailored to the asset class as it has been
designed to feed directly into our proxy voting activity.
Effective corporate governance is a material concern for all
companies across the world. However, the challenges faced by
those companies are generally market dependent and will vary
greatly depending on geographical operations. In Japan for
example, issues related to board composition such as lack of
independence, gender and skill diversity are key considerations
while matters related to Executive pay are significantly less
controversial than in Western markets. Over the past few years,
governance in Japan has been an important area of focus
for policy makers and investors. Since the introduction of
the Corporate Governance Code in 2015 and its subsequent
revisions, the reporting and structure in listed companies in
Japan have been under significant scrutiny.

Activity
To address and integrate these challenges, the Japan Equity
team has implemented a bespoke governance framework
used to monitor Corporate Governance performance of
companies in their portfolio, drive engagement and proxy
voting activity decisions. This framework has been built in
collaboration with the GRI team and tracks various Governance
indicators specifically relevant to this market: Board structure
type, Japanese Corporate Governance Code compliance,
independence levels, gender diversity, nomination committee
chair, directors’ average tenure and age, outside directors’
experience, and cross-shareholdings levels.

Outcomes
These indicators have been identified as priority issues for this
market by the Investment teams and directly inform the fund’s
voting and engagement activity.
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CASE STUDY
A novel approach to ESG in sovereign debt

Context
In the past, ESG risks might not have been fully reflected
in market prices, and investors might have been able to
outperform by simply allocating capital towards stronger
ESG credits. As ESG risks become better understood by the
market – and therefore more efficiently priced – outperformance
becomes harder to achieve. The challenge for investors is
to identify those opportunities where ESG risks are still mispriced. In our view this is most likely to occur when ESG factors
(especially governance) and macroeconomic factors interact.

Activity
We developed our proprietary ‘Crisis Cycle Filter’ (CCF) to
capture this interaction. It focuses on nine macroeconomic
variables that tend to deteriorate when governance is poor,
and which we consider to be the most reliable early signs of an
impending financial crisis. In our view, this is superior to looking
at traditional ESG metrics in isolation, because changes in these
measures tend to lag financial markets. As an example, both
the Russian crisis in 2014 and the Turkey crisis in 2016 to 2018
owed a lot to poor governance. In both cases, however, ESG
measures deteriorated well after the currencies weakened.
A fundamental part of the Sustainable LEBF’s ESG philosophy,
however, is that we need to consider ESG factors alongside
their impact on future returns. If ESG factors become efficiently
priced by markets and the alpha to be gained from these
factors declines, a purely returns-led ESG strategy will no
longer allocate capital towards the stronger ESG credits. In the
Sustainable LEBF we aim to allocate towards countries with
stronger ESG characteristics, because credits with poorer ESG
attributes engage in behaviours that impose a social cost to
society, such as human rights abuses or corruption.

Outcomes
Our preferred approach is to use an independent ESG
benchmark. The index adjusts the weights of the countries
in a traditional index based on their ESG scores, ensuring
an allocation of capital away from ESG countries with poorer
ESG scores and a tilt towards those with higher scores.
Active positions around this benchmark use our standard
ESG-integrated investment process aimed at achieving
outperformance.

CASE STUDY
ESG review and engagement leading to
divestment
Context
In 2021, our thematic portfolio reviews highlighted an Oil & Gas
exploration company in which we invest due to environmental
concerns. The GRI team assessment noted concerns around
climate and biodiversity risks due to the direct impact of its
operations and the lack of disclosure around it. Overall, the
company’s practices seemed to trail behind its peers. We were
also notified of a recent controversy involvement with local
communities and NGOs regarding the impact of some new
projects in South America.

Activity
We decided to engage directly with the company to better
understand these risks and how they were addressed within
the organisation. We initiated dialogue by sending a letter
to the management to better understand the company’s
climate strategy. The company response confirmed some of
the concerns highlighted in our research but also gave us
a better understanding of the actions the company is doing
toward strengthening its climate strategy and reporting. We
decided to follow up on this initial exchange by engaging
with management to discuss scope 3 targets and their overall
transition strategy but also get a sense of how it measures and
mitigates the impact of its projects on the environment and
local communities. Through our discussion with the company,
we acknowledged some efforts were being made to address
sustainability issues and to better disclose ESG information.
However, we remained concerned with the lack of formalised
environmental and social impact assessments on its projects
and, more importantly, of a long-term strategy to align with the
net zero emissions goal.

Outcomes
Setting a long-term engagement plan with the company could
have been a useful tool to support the implementation of
scope 3 targets or systematic operational impact assessments.
However, our review and engagement process further
highlighted concerns over the lack of evidence of a transition
strategy to diversify the product mix and reduce reliance on
just fossil fuel. With a long-term investment horizon in mind, we
therefore decided to sell our position in the company.
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STEWARDSHIP CODE PRINCIPLE 8
Signatories monitor and hold to account managers and/or service providers.
Activity
ESG data providers – Given the complexity of ESG data
collection as well as the increasing requirements from industry
standards and recommendations, the quality of our service
providers on ESG data is critical. We regulatory review our
ESG data provision and monitor the quality of data as we use it
as part of our integration and stewardship activities. When we
identify any data quality concerns, we contact the vendors for
feedback and for any updates in the datasets when required.
We also provide feedback to research providers on new or
updated methodologies or analytics. Robust ESG data is central
to effective implementation for us, our clients and the wider
market. We therefore consider it important to engage to improve
the quality and provision of data. In 2021, we undertook a
significant review of climate data providers – we evaluated four
providers – assessing the quality, scope, usability and cost – of
the various providers. We provided feedback to providers on their
methodologies and weakness, whilst being sure not to share any
proprietary information.
External managers – We expect any external investment
managers (EIMs) of GAM funds to comply with our stewardship
related policies or have their own equivalent policies. We
have developed and implemented an oversight framework
of EIMs of GAM funds (External Investment Management
Oversight framework) to help ensure that this is the case. This
includes operational due diligence and risks, investment risk
oversight and operational risk, which is ultimately overseen by
the Investment Management Oversight Committee and Risk
Oversight Committee. Oversight is informed by quantitative
performance and risk reporting and in quarterly performance/risk
review meetings. Additional oversight measures are the monthly
production of key performance indicators (KPIs) and onsite
operational due diligence visits.
In 2021, we in established a new ESG due diligence framework
covering sections: Responsible Investment strategy, ESG
Integration, Engagement, Voting, ESG Resources, Reporting and
Regulatory compliance. We also scheduled meetings with key
representatives of two of our three external investment managers
to review this information. This process and meetings provided
comfort regarding the implementation of aligned stewardship
practices as relevant for their asset class.

During 2021, we also used our ESG due diligence framework
when assessing a potential new external investment manager
for a new strategy. The small specialist investment manager
had limited responsible investment policy or implementation
framework in place. One of the considerations for the partnership
was the EIMs willingness to improve and meet our expectations.
We supported the investment manager with an introduction to
the PRI and included specific provisions within the delegate
investment management agreement, including a commitment to
become a signatory to the Principles for Responsible Investment
and develop appropriate policies and processes. We will
continue to work closely with the investment manager to support
the development of an appropriate framework but are pleased
with the progress made to date.

Outcomes
We are satisfied that the services provided to us in 2021
enabled us to deliver effectively on our stewardship activities.
Regarding our proxy voting activities, we instruct our votes
manually across all our portfolios after reviewing ISS vote
recommendations based on our custom policy. This process
allows us to monitor closely the implementation of our voting
policy and ensure it is executed accordingly. If we notice any
discrepancy in the proxy advisory research and have any
question, we have a direct line of communication with the ISS
research team. We also understand that voting policies and
recommendations are generally rule-based and may not be
appropriate for every circumstance and company in which we
vote. As part of this active approach to voting, we will frequently
deviate from the proxy advisor recommendation if we consider
the voting guidelines do not consider a company’s specific
circumstances and are not in the best interest of our clients.
We also actively review the ESG scores and research provided
by other service providers as part of our qualitative assessment
process highlighted in Principle 7. When we have a question
about the data from service providers, we will engage directly
with them. This can be to help our understanding of their
assessments, to know the sources of a data point but also to
provide feedback where we think they have potentially made
a mistake. When that happens, we expect our providers to
quickly respond and be reactive.
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CASE STUDY
Improving data quality from third-parties.

In 2021, we engaged with our ESG rating provider regarding to
their assessment of a Spanish Real Estate Developer in which
we invest. As part of our in-house ESG review, we noted some
discrepancies between our research and the providers ESG
assessment. Two categories were flagged as scoring poorly:
Product Quality and Health and Safety. However, the analysis
provided had not taken into consideration the recent disclosure
by the company that all its operations were fully certified under
ISO 9001, ISO 14001 and ISO 45001, as well as additional
health and safety metrics, which would significantly impact the
scores under both categories. We communicated our findings
to the research provider which then reviewed our comments
and, as a result, quickly updated its rating of the specific
company.
This is not a frequent occurrence and we understand a lot of
this data can take time to be updated. Overall, we were satisfied
with the reactiveness of our data providers, but it also reinforced
our belief that we need to review actively and critically the data
and research from service providers.
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STEWARDSHIP CODE PRINCIPLE 9
Signatories engage with issuers to maintain or enhance the value of assets.
Activity
We view engagement with issuers as a critical part of fulfilling
our duty to be a good steward of our clients’ assets. There
are no formulaic rules which set out how we engage. We use
a variety of engagement methods dependent on the nature
and severity of the issue, the company, the market, the local
regulatory requirements, the asset class or investment strategy.
Engagement focuses on communicating with company
directors or senior management of corporations, but also
policymakers and regulators. This two-way exchange may
take different forms such as direct one-on-one or group
meetings, written letters or emails or through the participation to
collaborative investor initiatives.
Approach to engagement
Our choice of engagement approach will differ depending on
a wide range of parameters: the time-horizon of the investment
team, the materiality of the engagement topic, the existing
relationship with the issuer, the size of our holding, the markets
in which we invest and the asset type.
Equities
For equities, investment teams will routinely communicate with
investee companies as part of their monitoring and research
activities but also to address specific concerns or to drive
changes where areas of improvement have been identified.
The investment teams will favour direct engagement activities
either through one-on-one meetings or small group meetings.
These types of two-way interactions allow our teams to gain
additional insight and knowledge of a company, while allowing
us to communicate our expectations and raise concerns
directly with senior management or directors. Where deemed
necessary, the investment teams may also choose other ways
to communicate with portfolio companies, by participating
in investor engagement collaborations or by sending written
letters to the board of directors. We especially value written
engagement to initiate dialogue with companies as well as to
communicate specific expectations clearly, in writing. Proxy
voting is an important tool available to our Equity investment
teams to address or escalate specific concerns, especially on
ESG matters. [see section on voting]
Corporate fixed income
For corporate fixed income, pre-investment engagement
activity is an essential part of our due diligence process and
stewardship activity. It helps us to make better informed
investment decision by allowing us to gain better knowledge

on the purpose of the bond and the use of proceeds but also
the quality of the corporation issuing the bond. Engagement
prior to the issuance of a bond provides us with an opportunity
to engage on covenants or on the structure of the issuance.
Engagement activities can provide greater insights into the
underlying issuers, improve transparency and influence
companies’ practices. Participation in the issuance of Green,
Social or Sustainable bonds, may provide investment teams
with the opportunity to engage more actively with issuers and to
influence the structure, design and use of proceeds reporting of
the bond more actively.
While bondholders do not carry the same influence as
shareholders once invested, especially due to the lack of voting
rights, ongoing communication with a company is still very
important as most companies need to reissue at maturity and
we find that companies strive to keep bondholders onside. It
may also impact our perspective positively or negatively on their
future bond issuances from the same organisation.
Sovereign fixed income
Direct engagement opportunities in the sovereign fixed income
space are generally limited but investment managers will still
take the opportunity to engage on specific policy developments
and concerns. Affecting change can be difficult due to the
highly dispersed nature of the investor base in sovereign debt.
Generally, our approach to engagement is mostly focused on
risk management and due diligence prior to investment. We
value these interactions to make better informed investment
decisions for the benefit of our clients. Our engagement
activity consists mostly of research trips and engagement with
government departments, treasury representatives, policy
makers, central banks and other institutions. Policymakers
often welcome dialogue with investors in order to maintain
or enhance their market access and preserve access to
competitive funding. Participation in collaborative engagement
initiatives, through investor forums and industry bodies, is also
a very useful way to gain valuable knowledge and raise ESG
trends and concerns.
Other asset classes
Engagement with issuers also applies to other asset classes
but can vary significantly depending on the type of assets. Our
approach will be to engage on a case-by-case basis when it fits
and add value to the investment process.
The Table in Principle 7 summarises our approach to
engagement depending on different asset classes.
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Engagement methods
Each type of engagement will provide different benefits and
limitations. Our preferred approach across all our active funds
is to complement our traditional direct engagement activity
with collaborative and public policy engagements. Direct
engagement meetings offer the opportunity to gain unique
insight and build strong understanding of a company while
also allowing us to discuss in more details on specific topics
material to our investment teams. While Investor collaborations
do not allow the same level of detail, they are a great tool for
shareholders to leverage their influence as a group to drive
further changes. It is also a great escalation tool when we feel
direct engagement is not providing the expected results. Our
third engagement type is different in the sense that it does
not focus on corporate directly but on public policy, through
engagement with regulators and policy makers.
Direct engagement
Our dominant approach focuses on developing a one-to-one
dialogue with targeted investee companies, which can be a
one-off or multi-year. We aspire to meet with or interact with an
investee (or potential investee) company on a periodic/regular
basis. We conduct our engagements in a pragmatic, diplomatic
and positive manner, seeking solutions, and appropriate
specific actions from businesses. Our interactions will often
be with senior management, but we also engage with nonexecutive directors on various issues from time to time. Written
engagement and small group meetings are also considered as
an effective way to directly communicate with an issuer.
Collaborative engagement
We recognise that many environmental and social issues,
such as climate, nutrition challenges, access to medicines
or safety standards, are complex, global issues where one
institution acting alone cannot make as much progress as
engaging collectively. We therefore recognise that we must work
collaboratively with like-minded investors if we are to positively
influence the behaviour of specific issuers, to address systemic
risks and to progress public policy. We participate in several
collaborative initiatives including ClimateAction100+, Access to
Medicine and Access to Nutrition.
Public policy engagement
Part of our active ownership approach is to engage openly
with regulators and policymakers to advocate policies that we
believe can help build the stable and well-governed social and
environmental systems in which our investments can thrive.
We engage on policy uses through the PRI Global Policy
Reference Group, the Institutional Investor Group on Climate
Change (IIGCC) and the UK’s Investment Association (IA).
Details of other collaborations are available here –
GAM Sustainability Initiatives.
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Outcomes
In 2021, we rolled out our engagement tracking tool across all
our Equity investment funds and we are rolling these out to all
other investment teams in 2022. The aim of this tool is to be
able to collect engagement data for all our investment teams
allowing us to track relevant data points such as Engagement
topics, ESG engagement activity, Engagement objectives and
Engagement Outcomes. The tool was a work in progress during
2021 as we rolled it out across our Equity investment teams.
We used the investment team’s feedback to update some of the
data points to better reflect their processes and engagement
activity.
Over the year, we recorded more than 1,000 of direct
engagement meetings, including a total of 428 direct meetings.
In 2022, we expect these figures to improve as we roll out the
tool across more asset classes and investment teams are all
familiar with the recording process. As we adopt a final set
of data points we record under this tool (Topic, Objectives,
Outcomes) we are confident we will be able to report our
engagements in greater detail in 2022.
Count
Direct Engagements
Of which 1-on-1 meetings
Of which group meetings

1047
428
619

Unique companies directly engaged with

752

Engagement including ESG discussion

381

CASE STUDY
Engaging on governance-related
controversies with one of the largest
European banks
Objective
Understand the failures leading to the controversies and the
company’s remediation plans

Type
Fixed income (Corporate)

Context
The Swiss listed bank is one of the largest European Investment
Banks and large wealth/asset manager with over 1.5 trillion CHF
assets under management.

Activity
We engage with management on a regular basis, predominantly
through one-to-one discussion. Financial and ESG feature in
our conversation with company management and, in 2021, this
included discussing the company’s recent governance related
controversies which involved material financial losses.
We were keen to understand the context surrounding these
controversies, the key drivers and what actions management
were taking to ensure this doesn’t happen again. We learnt that
management had already taken substantial steps to address
the issues, which involved rightsizing risk appetite and boosting
risk management across the business. The company also had
launched their own internal investigations into these issues,
based on the work of third parties. The company had also
separated the roles of Chief Risk Officer and Chief Compliance
Officer, a decision that we supported.

Outcomes
The new Chairman (former Lloyds CEO), presented a new
strategy recently. Risk management and putting legacy issues
behind was a key component of the new strategic plan, which
also included steps to de-risk the business and maintain very
conservative solvency metrics as the bank navigates through
this period of uncertainty. We were pleased to see management
take such swift action to address the issues, and we believe
our involvement strengthened the company’s ability to maintain
value. We will continue to periodically engage with management
to monitor progress being made.

CASE STUDY
Engaging on climate strategy in the oil
and gas sector
Objective
Encourage the adoption of a credible climate strategy aligned
with Net Zero

Asset class
Equities

Activity
Following the appointment of a new CEO, BP announced its
ambition to be net-zero by 2050 and published a transition
plan in February 2021. We welcomed this announcement, and
engaged to better understand their strategy and ensure that
robust targets are in place.
We met with BP three times over the course of the year to
communicate our expectations.
Our expectations included:
• To better understand their climate change strategy and
commitment to net-zero.
• To meet investors’ expectations set out in the CA100+
benchmark.
• To develop a clear strategy around BP’s stake in Rosneft
which risks to undermines effort.
• To encourage the adoption of science-based targets.
We voted in support of a shareholder resolution on climate
targets at the 2021 AGM. We also became a signatory of a
collaborative engagement letter sent by CDP to BP to support
the adoption of Science-based Targets.

Outcomes
In 2021, BP scored strongly on the CA100+ company
benchmark reflecting the strong targets and ambitions it had
implemented with its net-zero strategy. We will continue to
engage with the company to track their progress against our
expectations and to hold them accountable to the targets they
have set.

| GAM Investments - Stewardship Report 2022

38 |

CASE STUDY
Engaging to improve governance in a
Japanese corporate
Objective
Catalysing better governance

Asset Class
Equities

Context
In 2019, as part of our portfolio ESG reviews, we noted that
SMC Corporation stood out in the portfolio for having critical
and ingrained corporate governance issues.
The board composition, for a company of this size with
international exposure, falls below market standards. With the
appointment of Yoshiki Takada as Representative Director, there
are 11 directors on the Board. Our concerns are summarised
below:
• Lack of independence: Only two directors are independent
while all the others are Executives. Yoshiki Takada’s
appointment to succeed his father, the Chairman of the
Group, further reduced independence levels (18%).

Still, the independence on the Board remained too low (20%)
with only two independent directors and as there were still no
female directors, diversity was a critical concern. As a result,
we decided to vote against the appointment of the President
Katsunori Maruyama, in line with our voting guidelines on
diversity and independence.
At a Group call in February 2021, SMC acknowledged receiving
lots of objections to its directors’ appointments with investors
pointing out low percentage of independent directors and
women on board. The company confirmed that investors can
expect SMC to address these concerns in the next AGM.
During an engagement meeting we had with SMC in June 2021,
we re-iterated the importance of having sufficient independence
and diversity on the board and followed up on the commitments
made by SMC. The company confirmed that they would be
appointing a new female director at the 2021 AGM and that they
were going to appoint additional independent directors. At the
2021 AGM, we acknowledged this improvement by supporting
the re-election of all directors.

• Lack of diversity: The Board is only comprised of male
directors, with an average age of 69 years old.

Outcomes

• Long-standing directors: The average tenure on the Board is
17 years; six directors have tenures of over 12 years. While
we recognise the benefits of experience and familiarity with
the business, we have concerns over long tenured directors’
ability to remain independent, impartial and objective.

• Increased its board independence from 17% to 40%

• Non-compliance with the Corporate Governance Code:
Absence of Nomination committee and no performancebased reward for executives in particular.
• Lack of experience of corporate auditors: The two Corporate
Auditors, who oversee the work of the auditor, are not
accountants and therefore do not match the requirement of
having “considerable level of knowledge about finance and
accounting” and breach the Corporate Governance (CG)
Code.

Activity
On 4 June 2020, GAM’s Investment team engaged with SMC
to share these concerns and communicate our expectations in
having a more diverse and independent board.
At this meeting, the company confirmed that it would look to
comply with the CG code and that it had already been on an
improving trajectory such as introducing a stock compensation
plan in May and establishing a majority independent
Nomination and Compensation committee in April. We also
noted the refreshment of the Board composition which
decreased in size, leading to a slight increase in independence
and a younger board.

Throughout our engagement over the last two years, the
company:

• Refreshed its board significantly with younger and more
diverse members: 1 female director appointed, average
age of directors decreased by 10 years (69 to 59 years) and
average tenure reduced from 17 years to 4 years
• Created a majority independent Nomination and
Compensation committee
• Strengthened its compliance with the Japanese Corporate
Governance Code
• Saw one of the two corporate auditors become a certified
accountant
• Saw its MSCI ESG rating go from CCC to BB over two years

Looking forward
We have been pleased with the progress and improvements in
SMC’s governance, meeting our expectations. We welcomed
the company’s responsiveness to investor feedback. There are
other areas we are continuing to engage on with SMC including
climate reporting and the development of a credible net-zero
strategy and targets.

CASE STUDY
Engaging on social and sustainability bond
issuance with one of the largest UK banks
Objective
Understand the group’s strategy regarding social and
sustainability bond issuance

Asset class
Fixed income (corporate)

Context
The FTSE100-listed company is one of the largest business and
commercial banks in the UK, with a leading retail business. The
company is also the biggest supporter of the business sector
– banking around 1 in 4 businesses across the UK and Ireland,
from start-ups to multi-nationals.

Activity
Our fixed income investment team engages with company
management on a regular basis. ESG considerations are a
regular feature of these conversations. For example, in 2021,
we extensively discussed the changes in the company’s
governance structure but also the company’s issuance pipeline
in relation to social and sustainability bonds.
This engagement is critical as we are actively invested in the
company’s social bonds and it allows us to actively monitor the
use of proceeds. Seeing the direct social impact of our invested
capital was critical in reinforcing our confidence in the value of
our investment and quality of the issuer.

Outcomes
Following our discussions with management, we were pleased
to learn that the company decided to target at least 25% of their
issuance towards ESG bonds and are investing heavily into
insuring they can continue to issue these types of bonds for the
longer term.

CASE STUDY
Engaging to improve ESG disclosure

Objective
Engaging for ESG disclosure enhancements

Asset class
Equity

Context
Wincanton is a logistics and transport company operating in the
UK. Through our ESG review process in 2020, we noted that the
company was not part of MSCI ESG coverage and identified the
environmental impact of its operations as a material ESG risk.
After further research conducted by the GRI and the investment
team, we noted a lack of disclosure from Wincanton about its
strategy to reduce its carbon emission and the absence of clear
environmental targets.

Activity
We decided to engage to discuss these concerns and met with
Wincanton’s CEO and FD. They explained that they were taking
sustainability seriously and appointed a Head of Sustainability
but they also confirmed they were shy on publishing too
much information externally. An important challenge raised
by the company was around finding efficient solutions to
move away from diesel trucks. We welcomed the progress
but highlighted the importance of strong disclosure and a
clear strategy on such a material topic. We communicated to
Wincanton our desire to see them develop a clear and publicly
disclosed Environmental strategy with credible and measurable
environmental targets.

Outcomes
In May 2021, we were pleased to see that Wincanton took these
recommendations in consideration and launched a new ESG
Strategy with specific long- and short-term targets, including
a Group commitment to be Net Zero by 2040 and the launch
of Net zero home deliveries to all customers by April 2022. We
also welcomed the focus on fuel alternatives and collaboration
efforts with industry partners to reduce transport emissions.

CASE STUDY
Investing in green hydrogen

Objective
Engaging to support investment case

Asset class
Equity

Context
Our investment team identified ITM Power, a UK- listed
manufacturer of PEM technology electrolysers, as a wellpositioned company to take advantage of opportunities in
Green Hydrogen. The current production of hydrogen emits
significant CO2, by using Green hydrogen which uses an
electrolyser to split water, these emissions are removed. Longer
term, hydrogen can be an alternative to Natural Gas as it can be
stored which is important given the seasonal demand for natural
gas. Any replacement of natural gas with hydrogen would
require a massive increase on current hydrogen production
levels. The company also specifically benefits from working
in partnership with Linde, an Industrial Gas company (also
a shareholder), which offers a wealth of experience on EPC
projects.

Activity
Our investment team conducted extensive research covering
the hydrogen sector – it met with industry specialists as
well as the company as part of the investment process. The
electrolysers manufactured by the company are some of the
most advanced in the industry and are still benefitting from
technology driven cost deflation. The company is planning to
quintuple their electrolyser manufacturing capacity over the
next five years, which we believe is a necessary investment
considering the growth potential of green hydrogen.

Outcomes
Our investment team initiated a new position in ITM Power
following this review process. One of the core drivers behind
this investment is the belief that the company is going to play
an important role in the energy transition to net zero and is
well positioned to take advantage of the growing demand for
hydrogen.
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CASE STUDY
Sovereign policy engagement to support ESG integration

Objective
Enhance our understanding of public policy Governance through engagement.

Asset class
Fixed income (sovereign)

Context
GAM’s Global Rates team has developed a Country Sustainability Summary for all the countries in the markets relevant to their
portfolio. The summary combines a quantitative and qualitative analysis of the country within the scope of their research. This
structured working document provides a consistent and transparent approach to monitoring ESG issues in their portfolio and
is regularly updated. The qualitative review is divided into separate Environment, Social and Governance pillars, highlighting
the strengths and weaknesses of each market. Engagement activity then feeds in this model to provide further insight into the
regulators’ and policy makers’ approach to key ESG issues. The investment team regularly engages with policy makers and
regulators to gain insights into key ESG issues and feeds into the team’s view of market outlook.

Activity & Outcomes
The team pays particular attention to key governance considerations such as independence from governments, transparency and
general accountability of financial institutions. Several engagements conducted in 2021 highlight how these topics were integrated
in engagement and influence the team’s outlook on specific markets:
• Czechia: the team participated in a meeting with a Board Member of Czech National Bank to discuss the bank’s approach to
monetary policy. During this exchange, the representative of the central bank emphasised the importance of transparency of
decision-making, with particular reference to the publication of a forecast interest rate path, reinforcing the team’s confidence in
the central bank’s commitment to transparency and accountability. The transparency shown by Czech regulators with the various
market agents and other stakeholders was seen very positively. Having clear communication and transparency allows for all
market agents to be well-informed and make better-informed financial decisions which is beneficial for the economic outlook of
the country and is critical for well-functioning and independent institutions.
• UK: Engagement was conducted with a former member of the Bank of England (BoE) Monetary policy committee. A key talking
point was around the operational independence of the BoE from the UK Government given the increase in government bond
purchases by the BoE during the COVID-19 crisis. Engagement allowed the team to gain insight into how this independence
was assured and conflict of interests were avoided: any gains/losses on the Bank’s capital are borne directly by the Treasury.
Importantly, the former member of the MPC reassured the team that it was outside the MPC’s remit to keep policy rates artificially
low to provide cheap funding to the government and that monetary policymaking remains driven by the outlook for growth and
inflation.
• Sweden: During an interaction with the Riksbank, the Deputy Governor emphasised the importance of separation between the
central bank’s extraordinary macroprudential policies, implemented in the wake of the pandemic, and its conventional monetary
policy tools. Specifically, it was mentioned that a better distribution of economic responsibility is to let macroprudential policy
and a well-designed regulatory framework manage financial imbalances so that monetary policy can take care of what it is most
suitable for – ensuring that there is a credible anchor for price-setting and wage formation and stabilising the business cycle. This
reinforced the accountability, independence and predictability of the central bank’s mandate.
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STEWARDSHIP CODE PRINCIPLE 10
Signatories, where necessary, participate in collaborative engagement to influence issuers.
Activity & Outcomes
We consider collaborative engagement to be an effective form
of stewardship. In particular, to address systemic issues such as
climate change or to amplify the voice of like-minded investors
to encourage positive change within companies.
Investor collaborations
We collaborate with like-minded investors to improve the overall
standards of a particular market or sector, or to amplify our
voice. Some of these collaborations in 2021 included:
Climate Action 100+: We sit on the Steering Committee of
Climate Action 100+, the world’s largest and most influential
shareholder engagement which urges the biggest corporate
greenhouse gas emitters to take necessary action on climate
change.
Outcome: The collaboration has already encouraged 52% of
the 160 highest-emitting companies in the world to commit to
net zero by 2050 and is monitoring progress through its detailed
net-zero company benchmark.
IIGCC: The Institutional Investors Group on Climate Change
(IIGCC) is the European membership body for investor
collaboration on climate change. We have been actively
involved with various engagement workstreams during the year
and supported company specific engagement initiatives.
Outcome: In 2021, we signed the IIGCC statement regarding
Investor Expectations for the banking sector, laying out
areas for action and disclosure in order for banks to align
with the Paris Goals. We also supported the IIGCC’s
Investor Position Statement on vote on transition planning
calling for the implementation of new corporate governance
measures to ensure shareholders can hold companies to
account in achieving ‘net zero emissions commitments’. We
also supported a letter sent to proxy advisors requesting a
commitment to support net zero investing and develop a range
of proxy advice solutions to this end. Finally, we are part of the
IIGCC’s working group supporting the Net Zero Stewardship
toolkit which has been developed to play a key role developing
stewardship tools for investors to achieve net zero portfolio. We
have found these statements and expectations to be helpful
in our engagement on these respective topics and will guide
further engagement and voting activity in 2022.
Science-based targets: We became members of CDP in Q1
2021. We participated in the CDP 2021 Science-Based Targets
Campaign in September and joined more than 200 investors in
asking high emitting companies to set science-based emissions
reduction targets.

Outcome: After participating in this campaign, we followed up
with some of the companies individually to re-iterate our support
for science-based targets in subsequent engagement meetings.
We are seeing an increasing number of companies in our
portfolio committing to and establishing science-based targets.
We see SBTi as an important independent external review
process for target setting.
Access to medicine: We support the Access to Medicine
Index, which is driving 20 of the world’s largest pharmaceutical
companies to provide millions of people in developing nations
with affordable medicine. Our work in this area in 2021 included
co-signing the global investor statement in support of an
effective, fair and equitable global response to COVID-19.
Outcome: GAM and other signatories have made significant
progress against the issues covered in the statement. Further
details are provided in the case study in Principle 4.
Access to nutrition: We support the Global Access to Nutrition
Index, which encourages the world’s largest food and beverage
makers to better address obesity and undernutrition issues
related to their products.
Outcome: an updated benchmark was published in July
2021. This showed improvements (from 2018) in over half
the companies on strengthening their nutrition policies
and management systems, with promising progress on
reformulation and innovation of products to meet improved
nutrition status and on the issues of marketing and labelling.
However, there continues to be significant scope for further
improvement of the nutritional profile of product portfolios and
accessibility and affordability of healthier products.
Credit risk: GAM signed a commitment alongside 170 other
investors to incorporate ESG factors into credit ratings and
analysis in a systematic and transparent way.
Outcome: This year we have reviewed a number of new or
expanded ESG offerings from credit rating agencies.
Emerging Market Investor Alliance: GAM joined the
Emerging Markets Investors Alliance at the end of 2021. It is
a collaborative forum for institutional investors across asset
classes but focused on the specific ESG issues within emerging
markets. The Emerging Markets Investors Alliance enables
institutional investors to support good governance, promote
sustainable development and improve the performance of their
investments in emerging-market governments and companies.
Outcome: emerging markets can be more challenging
to establish engagement. We anticipate our membership
supporting engagement across asset classes.
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Public policy engagement
Part of our active ownership approach is to engage openly
with regulators and policymakers to advocate policies that we
believe can help build the stable and well-governed social and
environmental systems in which our investments can thrive.
This was especially important in 2021, during the build-up to the
crucial COP26 climate summit in Glasgow, which was attended
by our Global Head of Sustainable and Impact Investment. We
tend to engage on policy both directly and through the PRI
Global Policy Reference Group, the Institutional Investor Group
on Climate Change and the UK’s Investment Association. In
2021 this activity included:

• Providing oral evidence at the House of Commons in the
UK on how to engage the public and business in the COP26
climate summit. A video of the event is available here.

• Signing a global investor statement calling for governments
to significantly strengthen their plans to cut carbon emissions
in the next decade and to bring in detailed targets for net-zero
emissions by 2050 or sooner.

We are also members of, or support, initiatives and
organisations who help in collaborative engagement efforts
directly or through setting appropriate standards. These are
detailed under our response to Principle 4 above.

• Welcoming the European Commission’s proposal for a new
Corporate Sustainability Reporting Directive. This directive
revises the Non-Financial Reporting Directive and its aim is to
elevate sustainability information to the same level as financial
information to further increase transparency.
• Signing the global investor statement in support of an
effective, fair and global response to COVID-19 – as detailed
in the box below.

Selected initiatives and collaborations
Access to Medicine
Access to Nutrition
ACGA
CDP
Climate Action 100+

Climate Bond Initiative

Emerging Market Investor Alliance
EUROSIF
Human Rights Investor Alliance
ICGN
IIGCC

Investment Association
Japan Stewardship Code
Mining and Tailings Safety Initiative
Net Zero Asset Managers initiative
UN PRI
Singapore Stewardship Code
SSF (Swiss Sustainable Finance)
TCFD
Transition Pathway Initiative
2020 UK Stewardship Code
UKSIF

| Source: GAM.

Supporter since Q1 2018
Health Care Analyst active participant in initiative
Supporter since Q1 2018
Member since Q4 2020
Investor Signatory since Q1 2021 and participated in investor engagement on Science-based Targets.
Signatory Q1 2018
Head of Sustainable and Impact Investing is a member of the Global Steering Committee
ESG Analyst member of the IIGCC CA100+ Resolution Working Group
Part of investor engagement group for 5 focus companies
Partner since Q3 21
Active involvement from Investment Manager running our Climate Bond Fund and we were also invited by
the CBI to join their Transitions Investors Advisory Council to develop guidance on credible transitions for
both the use of proceeds and entity-level assessment for green bonds.
Member since Q4 2021
4 EM Investment Managers active participants in working groups
Member Q4 2020
Member Q2 2021
Member since Q3 2020
Head of Sustainable and Impact Investing is the Co-Chair of the Corporate Programme,
ESG Analyst member of Paris-Aligned Investing Initiative,
ESG Analyst member of the Net Zero Stewardship & Corporate Policy Programme,
Member of the Working Group which developed Net Zero Toolkit,
Member Q1 2002
Member of Sustainable and Responsible Investment Committee
Member of Fixed Income Stewardship Working Group
Signatory Q2 2021
Report against principles
Signatory Q1 2019
Signatory Q3 2021
Signatory since Q4 2014
Head of Sustainable and Impact Investing is a member of Global Policy Reference Group
Signatory Q2 2021
Member since Q4 2019
Supporter Q1 2021
Releasing first report in 2022
Formal support since Q4 2021 and use data to support integration and analysis
Signatory status to Code in 2021.
Member since Q4 2020. Actively participate in roundtables and speaking on webinars
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STEWARDSHIP CODE PRINCIPLE 11
Signatories, where necessary, escalate stewardship activities to influence issuers.
Activity
When the engagement activity with an issuer is not
progressing sufficiently, we have various tools available to
escalate our concerns and advocate for changes. Escalation
can take different forms and will often depend on the objective,
the issue being faced, and the type of assets invested in. The
method we choose to engage depends on the circumstances
and issues. Possible topics over which we would likely
intervene could include: gross misconduct, consistent
failures or departure from the code, concerns relating to the
execution of strategy or lack of long-term strategic direction,
poor risk management, significant or compounding financial
underperformance, or other concerns raised by stakeholders.
In the equity and corporate fixed income space for example,
escalation can consist of directly contacting the board
of directors of a company if we are not satisfied with our
dialogue with management. Leveraging the influence of larger
investor groups sharing similar concerns through collective
engagement initiatives is another powerful way to effectively
encourage a company to change.
Our engagement approach will often involve questioning
a company’s strategy, business model, and economic and
business outlook. Where deemed necessary, we may focus
on individual investee companies and escalate potential
discussions in additional meetings, with senior management,
the Board chair or non-executive directors.
If we consider a compelling argument to do so and expect a
positive outcome, we can further escalate our engagement by
collaborating with other institutional investors. For example, we
are open to being involved in groups such as the UK investor
forum, bringing like-minded investors together to discuss
issues behind-closed-doors. We will also look for collaborative
engagement opportunities through the PRI, and other
organisations such as the CDP.

If investee companies do not progress on matters that we
believe are in our clients’ best interest, we may consider
further escalation, including but not limited to voting against
specific resolutions at the AGM, reducing our holdings, or
exiting an investment.
For equity investors, voting rights can be a powerful tool for
shareholders to hold the company to account and are a crucial
component of our engagement and stewardship strategy. We
regard the ability to influence company decisions by voting a
fundamental right of being a shareholder and as a meaningful
escalation method. Voting is core to our active ownership
approach, and our Corporate Governance and Voting
Principles outline our corporate governance expectations for
companies, our approach on key voting issues and associated
procedures. We aim to vote all shares for which we have
voting authority and make voting decisions for all our funds
publicly available on a monthly rolling basis on our website.

Outcomes
As active managers we are confident that our engagement
activity can drive substantial improvements in corporate
performance and behaviour and contribute to more sustainable
capital markets. However, it is not always simple to measure the
effectiveness of our escalation activity and is the main driver for
changes. ESG issues are often complex and our engagements
tend to be just one voice among many other stakeholders.
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CASE STUDIES
Pushing for more ambitious climate
targets through voting

Escalated Engagement in CAT bond fund
Context

Context
In 2021, shareholders were asked to vote on several
climate-related shareholder resolutions at the
AGM of several oil and gas majors. A consortium
of shareholders, coordinated by Follow This, filed
resolutions at Shell and BP meetings requesting the
Company to set and publish targets that are aligned
with the goal of the Paris Climate Agreement. We
review these resolutions carefully as these are an
increasingly powerful instrument for shareholders to
hold companies accountable of their climate-based
commitments.

Activity
Our overall approach to these votes is straightforward
– we will support the resolutions we consider
compatible with the company’s strategy and which
we believe are encouraging the transition of these
companies towards Net Zero. We have noted
significant progress in BP’s and Shell’s strategies in
our previous research and engagement with these
companies. Still, we believed the scope and ambition
of some of their specific climate targets had room
for improvements – especially regarding scope 3.
After reviewing the precising requirements of both BP
and Shell resolutions from the source documents,
we were confident that the proposals were not
creating an additional burden on the companies but
complemented their existing climate strategy to make
sure they are adopting credible climate targets going
forward.

Outcomes
We decided to support the shareholder resolutions
at both Shell and BP. This was not a dissent vote
against the companies’ climate strategies and the
progress they have made but a vote consistent with
our expectations for them to strive to always have
ambitious climate targets aligned with the 1.5°C
objective of the Paris agreement.

Following a hurricane that made landfall on the U.S. coastline, a
catastrophe bond sponsor informed its Special Purpose Insurer
(SPI) administrator that it had incurred significant insurance
losses and that there was potential for a total principal loss
to the catastrophe bond it had issued. The catastrophe bond
had an unusual structure along with some features not seen in
other catastrophe bonds. The losses reported by the sponsor
with respect to the subject business of the catastrophe bond
seemed too large by our analysis of the event when compared
to the information disclosed about the bond’s underlying
insurance portfolio at issuance.

Activity
As a large investor in the catastrophe bond, we contacted the
SPI administrator with our concerns. On further investigation
and analysis, we discovered that the sponsor was including
insurance contracts that were not eligible to be included for
coverage under the terms of the bond. When losses from these
contracts were removed from the loss count, there was no
loss of principal to the bond. When the sponsor did not initially
accept this result, we supported the administrator in its decision
to resolve the disagreement with the sponsor in arbitration.
We assisted the administrator in its fact finding to support its
position in arbitration. The arbitration was aborted when the
sponsor withdrew its claim.

Outcomes
Ultimately, the bond matured at par with no principal loss. We
extended our expertise to support the administrator in a way
that was critical to the administrator’s proper determination of
valid claims versus invalid claims. Without our critical analysis
and support, it is possible that the bonds would have improperly
suffered a full principal loss for investors for an invalid claim.
Soon after this engagement, the sponsor went into liquidation,
however the lessons learned had a long-lasting impact for
the catastrophe bond market. Catastrophe bonds with similar
features for similar sponsors have not been used in the market
since.
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STEWARDSHIP CODE PRINCIPLE 12
Signatories actively exercise our rights and responsibilities.
Context
We believe that exercising our voting rights and responsibilities is
an essential part of active ownership. Our Corporate Governance
and Voting Principles outline our corporate governance
expectations for companies, our approach on key voting issues
and our voting procedures. We aim to vote all shares and bonds
for which we have voting authority, wherever possible and
practicable. We strive to ensure our voting is consistent with our
investment process and is executed in our clients’ best interest.
The main objective of our voting activity is to promote value
creation through corporate best practice and to mitigate
corporate governance-related risks in our investee companies.
We have a fiduciary duty to our clients to act in their best interest,
to protect and enhance their economic and financial wellbeing.
We regard stewardship and the exercise of proxy voting rights
as an essential component of this duty. As such, we support
global standards of good governance, including the International
Corporate Governance Network (ICGN) Global Governance
Principles, the UK Corporate Governance Code, the OECD
Principles of Corporate Governance, the UN Global Compact
Corporate Governance framework, and the UN Guidance on
good practices in corporate governance disclosure.
Our approach to corporate governance derives from our belief
that companies that conduct their business responsibly with
good corporate governance, high standards of integrity and a
sustainable business model deliver better long-term results to
stakeholders, including shareholders. We take a principles-based
approach to our voting. We recognise that corporate governance
codes and practices differ between jurisdictions, therefore taking
what we consider to be an appropriate approach to voting within
the broader global context.
While our Principles offer a set of overarching guidelines and
best practices that we follow as a group, it is important to
acknowledge the vast difference across markets in terms of
practices, standards, regulatory requirements and statutory
norms. Therefore, our voting approach may vary depending
on the markets in which we invest. Due to the differences in
corporate governance standards and practices globally, we follow
broad geographic and regional guidelines to account for marketspecific corporate governance standards. We also recognise that
appropriate corporate governance practices can differ according
to the company structure, sector or size. As such, we maintain
a pragmatic approach in the application of these standards and
best practice. Further, our policy and voting activity is reviewed at
least annually within our Responsible Investment Committee and
then at Board level, to ensure our policy remains pertinent.

We retain the services of Institutional Shareholder Services (ISS)
to assist in implementing and administering proxy voting. ISS
provides written analysis for each company resolution based
on our guidelines, but the ultimate voting decision is made
by GAM. The GRI team will actively review all the meetings
for which we have voting rights. The GRI team is responsible
for making our voting recommendations and, for our active
holdings, these recommendations are reviewed by the relevant
investment manager. We strongly value the investment teams’
feedback and perspective when making voting decisions.
Given each of our investment teams has a unique investment
process, the principles we follow when making voting decisions
may vary slightly from one team to another, depending on their
knowledge of a company and the specific governance practices
they consider critical for their portfolio holdings. If controversial,
a final voting decision may be escalated to the Global Head
of Discretionary Investment and Global Head of Sustainable
and Impact Investment. Our general policy is not to split votes.
However, we can facilitate this in exceptional circumstances.
We aim to vote all the meetings for which we have voting rights,
across all our asset classes. We monitor all our fixed income and
multi-asset funds for any voting activity. Bondholder meetings
are rare and will be voted in line with our Corporate Governance
principles and the relevant investment teams’ input.
Client-informed voting – Clients increasingly engage with us on
voting matters ahead or after general meetings. We welcome
clients’ feedback about our voting activity and process. We
disclose significant votes and voting rationales to our clients upon
request and we disclose our voting intentions ahead of meetings
for some specific segregated mandates. Dialogue with clients on
proxy voting matters allows us to understand their priorities which
in turns help us to make better informed voting decisions in their
interest.
Securities lending – GAM has a securities lending programme
for several of its funds. When shares are on loan, GAM is
contractually unable to exercise voting rights for these shares
and does not currently recall shares which are out on loan,
for upcoming shareholder meetings. GAM is relatively frugal
regarding stock lending, with only a small selection of our funds
involved in this activity. However, our current policy is not to recall
stock for voting unless in exceptional circumstances. We did not
recall any shares out on loan last year. We plan to review our
securities lending policy in 2022 with the objective to adopt a
consistent approach across all our portfolios.
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Activity
In 2021, we updated our Corporate Governance and Voting
principles to provide a clear overview of our approach to voting.
These principles are reviewed and updated on an annual basis.
We publish all our voting activity on our website. While the
rationales are currently not disclosed publicly, these are all
available to our clients upon request. In 2022, we are planning
to introduce a publicly disclosed voting summary for each of
our equity funds.
2021 Voting highlights:
• We voted a total 1,322 meetings (2020: 1,136). This
represented 99.2% of the meetings we could vote, compared
to 97.7% in 2020.

Figure 8: Votes against management
recommendations by category (%)

7.4%

Routine Items / Miscellaneous 5.2%

Preferred/Bondholder meetings 0.0%

Meetings Voted
% meeting voted
Total resolutions voted
Total resolutions voted against
management
% of votes against management
Shareholder resolutions voted
Shareholder resolutions supported
% of shareholder resolutions
supported

25.4%

M&A / Reorganisations 6.2%

22.8%
17.4%

Capital Management

7.2%

Board Related 5.7%

• We supported 75.3% of the 392 shareholder resolutions we
voted (2020: 65.1%)
Voting data

23.2%
15.2%

Remuneration

• We instructed 15,125 unique resolutions in 2021 of which
12.0% were votes against management (8.1% in 2020).

Votable Meetings

31.5%
32.7%
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42.3%

Anti-takeover related 3.1%
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| Source: GAM. As at 31 December 2021.

Figure 9: Vote instructions on shareholder
resolutions
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Figure 7: Votes compared to management
recommendations
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Figure 10: Meetings voted by region
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Outcomes
We have seen a number of interesting outcomes from the many resolutions which we have voted on in 2021. Examples include:

Say-on-climate – BHP Group Plc
Context
In 2021, BHP Group plc was one of the first company to put forward its climate plan for shareholder approval.
As member of the Net Zero Asset Managers Initiative, we expect companies seeking shareholder support on their climate strategy to have
evidence of clear and credible commitment to net zero, with ambitious targets compared to peers. While we welcome the opportunity to
vote on climate strategy of companies we invest in, we recognise that not all plans are fit for purpose and should be challenged by investors
when necessary.

Activity
When reviewing the proposal, we look in detail at the company plan and we complement our in-house analysis with external sources
including, but not limited to, proxy advisor research, CA100+ benchmark assessments, CDP reports, TPI data, IIGCC assessments, sciencebased targets commitments and climate data from service providers.
After further review, we did not consider the proposed plan to be fully net zero aligned. In particular we noted that the climate plan excluded
categories 10 and 11 from Scope 3 targets which are the most impactful areas of its operation, while there is evidence of peers having more
stringent and ambitious targets. Existing targets to cut operations also appeared to be lagging its peers. The plan was overall quite far from
meeting CA100+ benchmark expectations.

Outcomes
On this basis, we decided not to support the proposed Climate plan at the 2021 AGM. In total, 15% of shareholders expressed similar
concerns and did not support the plan at the meeting.

Remuneration concerns (failed resolution two years in a row) – ams AG
Activity
Remuneration arrangements at ams AG have been under important shareholder scrutiny over the last two years. At the 2020 AGM, we
voted against the proposed remuneration policy together with 70% of shareholders. As a result of this dissent, the company put forward a
new policy at the 2021 AGM with changes to address some of the shareholder concerns, which we welcomed. This included the removal of
discretionary bonuses, improved transparency on share incentives, introduction of recovery provisions for variable pay and linking long-term
awards with employees’ profit-sharing program. Still, some concerns remained around the lack of transparency behind the implementation
of this remuneration policy, especially in relation to long-term incentive pay-outs and targets used.

Outcomes
After a thorough review and analysis, we decided to support the Resolution to approve the new remuneration policy to acknowledge these
changes and the efforts put by the company – against the default recommendation of our proxy advisory firm. However, we decided to vote
against the Resolution to approve the remuneration report for the year under review due to the remaining concerns.
This is a good example of how we actively apply our judgement when reviewing shareholder meetings and making voting decisions. The
outcome of this vote highlights the importance of our active review process. This is because the remuneration report resolution failed with
about 58% of shareholder voting against. The remuneration policy was approved by a small margin with a vote against from nearly 39% of
shareholders. Crucially, we recognise there is still room for improvement and will continue to monitor and engage the company to push for
better practices.

Auditor Election – adopting new guidelines and including client feedback
Context
External auditors have been under intense scrutiny over the past few years due to various accounting scandals. The client survey we
conducted in 2021 highlighted ‘accounting and audit quality’ as one of the critical stewardship focus areas for our clients. As shareholders,
we are frequently asked to vote on the appointment of the external auditor in several markets and we identified proxy voting as an
opportunity to monitor and address concerns over audit work. Excessive auditor tenure and reliance on excessive non-audit fees are
generally perceived as important potential risks to the independence of the auditor.

Activity
In our 2021 voting principles, we highlighted that long auditor tenures and the payment of excessive non-audit fees could compromise
the independence and integrity of the audit firm, which are critical in ensuring audit quality. With the help of our proxy advisor, we started
monitoring these two parameters using, as a guideline, the thresholds from the new European regulation capping auditor tenure at 20 years
and non-audit fees at 70% of audit fees over three years. We noted in particular how the absence of auditor rotation was a concerning feature
in some of the companies in our portfolio. This concern was shared by some of our investment teams, we decided to start voting against the
re-election of an increasing number of audit firms due to excessive tenure (see table below).

Outcomes
At the end of the year, after a thorough review and approval by our Responsible Investment Committee, we decided to formally implement
a global and specific guideline to address concerns over auditor independence. Going forward, we decided to generally not support the reelection of audit firms with tenure above 20 years or with non-audit fees above 70% of audit fees over the last three years.
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Companies where we voted against the re-appointment of
the auditor due to tenure concerns in 2021
Country

Audit firm
tenure (years)

Standard Bank Group Ltd.

South Africa

60

Nedbank Group Ltd.

South Africa

49

W. R. Grace & Co.

USA

116

Anthem, Inc.

USA

78

The Kroger Co.

USA

93

Wells Fargo & Company

USA

91

Germany

26

Ireland

42

NextEra Energy, Inc.

USA

72

Stryker Corporation

USA

48

Johnson & Johnson

USA

102

Company Name

Deutsche Telekom AG
Seagate Technology Holdings plc

Cisco Systems, Inc.
Oil Co. LUKOIL PJSC
Microsoft Corporation

USA

34

Russia

27

USA

39

Germany

24

The Coca-Cola Company

USA

101

Altria Group, Inc.

USA

88

China

29

USA

84

Daimler AG

China Vanke Co., Ltd.
PVH Corp.

For more information, please visit GAM.com
Important legal information:
Capital at Risk. Claims, awards and rankings may not be representative of the future performance of a GAM product or service.
The information in this document is given for information purposes only and does not qualify as investment advice. Opinions and
assessments contained in this document may change and reflect the point of view of GAM in the current economic environment.
No liability shall be accepted for the accuracy and completeness of the information. Past performance is not a reliable indicator of
future results or current or future trends. The mentioned financial instruments are provided for illustrative purposes only and shall not
be considered as a direct offering, investment recommendation or investment advice. The securities listed were selected from the
universe of securities covered by the portfolio managers to assist the reader in better understanding the themes presented and are not
necessarily held by any portfolio or represent any recommendations by the portfolio managers.
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