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UK Stewardship Code
Challenging convention has been part of our
identity since Brandywine Global was founded in
PRINCIPLES
1986. Breaking with tradition has allowed us to
innovate, evolve our business, and remain true to
9 | Principle 1
our identity as a value investor over the last nearly
four decades. Thanks to our longstanding client
12 | Principle 2
and consultant partnerships, we have preserved our
15 | Principle 3
identity while growing thoughtfully. Throughout
this period, we have seen value-style investing grow
18 | Principle 4
into an established investment philosophy. The
20 | Principle 5
continuous feedback and support from our partners
helped take something from unconventional to
22 | Principle 6
mainstream, by making our actively managed equity
28 | Principle 7
business a mainstay and globally expanding our
fixed income presence. There have also been times
38 | Principle 8
when our key stakeholders have brought something
41 | Principle 9
niche to us and challenged Brandywine Global to
st
make it our own. At the advent of the 21 century,
47 | Principle 10
responsible investment; environmental, social, and
governance (ESG) integration; and stewardship
52 | Principle 11
were considered a specialty within our industry;
54 | Principle 12
now, they are common practice amongst most
investment managers. We have spent the better
part of a decade27 taking once-unconventional ESG
integration and stewardship, gradually implementing
them, and ensuring our approach aligns to our value-style investment
philosophies and Firm identity. With ESG integration and stewardship
arguably prevalent in most parts of the world by 2021, we took this year
as an opportunity to evolve our approach to responsible investment in an
intentional and meaningful way.
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A Contrarian Approach to
Responsible Investment

Stewardship Report

Sustainable finance can be a paradoxical topic for a value investor. In my role as head of Global Fixed Income, the team and I
support countries and companies that responsibly tap debt markets to fund environmental and social initiatives that ultimately
reduce financial and economic risks in a cost-effective way. Green, social, and sustainability-linked bond issuance is one way
to address these risks; however, these transactions have typically been cheap for borrowers, with new issues oversubscribed
and commanding significant premiums. In 2021, global green bond new issuance shattered its own record from the prior year,
totaling over $500 billion, and accounting for a 75% increase in activity relative to 202028. Despite rich valuations, demand far
outstripped supply in the primary and secondary markets throughout the year. These technicals diametrically opposed our
conviction in value investing, leaving us to reconcile how to participate in these debt offerings while fulfilling our commitments
to clients and consultants. Throughout the year, we selectively participated in these new deals when we found alignment
between our process, outlook, use of proceeds, and transparency in fulfilling sustainability goals.
Quite often, these deals have rewarded the countries and companies that are already regarded as sustainability leaders.
However, we see opportunity for capital to flow where it’s needed the most: the improvers. These are the countries and
companies that face environmental and social headwinds, are willing to address these issues in a logical and transparent way
and need the capital to do it. Sustainability leaders are often rewarded by markets—as they should be—but they often eclipse
the improvers, which remain a critical piece of the puzzle when trying to solve for persistent environmental and social risks.
Focusing on the improvers may be the contrarian view, but it is one that we believe will become more mainstream over time.

David Hoffman
Chairman of
Brandywine Global
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A Confluence of ESG Trends
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This was a year when regulatory scrutiny, client needs, and investor demand for data converged. The European Commission’s
Sustainable Finance Disclosure Regulation (SFDR) and environmental taxonomy—landmark regulations for our industry—
were the impetus for this confluence. These disclosure regimes went into effect in 2021 and were the first of their kind by
requiring uniform levels of transparency across the private sector, from investment managers to the companies in which we
invest. Since assessing information risk features prominently in our process, we think our investment teams and clients are
better off with consistency in data and metrics. We believe the SFDR and environmental taxonomy are harbingers for global
disclosure, as other regulators adopt their own iterations.
At their core, these regulations were designed to ensure investors and clients have access to uniform information to make
our respective decisions about ESG-related risks, opportunities, processes, and sustainability initiatives. Just as we evaluate
the ESG risks and opportunities for the companies and countries we invest in, our clients and consultants wish to do the
same for their managers. Although we are only in the inaugural year of the SFDR, we have already seen its profound
impact on our industry. We expect the taxonomy and SFDR to be dynamic and evolve over time, particularly as companies
grapple with the challenges of classifying environmentally sustainable business activities, and how investors use reported
information.
While the regulation is regional and mainly focuses on uniformity in data and disclosure, it has also brought client and
consultant needs to the fore. Our European stakeholders want investment solutions beyond ESG integration. In collaboration
with clients, consultants, and our partners at Franklin Templeton, we developed an environmental and social-focused
investment framework that has broad appeal, applicability within Europe and beyond, and can be replicated across almost
any asset class or strategy. Perhaps most importantly, this framework remains true to our value-oriented investment
approaches and the assertion that active management is a key pillar of responsible investment. It is also steadfastly
committed to the idea of improvement along an environmental and/or social facet. Our environmental and social-investment
approach has been well-received by clients and consultants outside of Europe as well—many of whom are global thought
leaders and practitioners of responsible investment. While rules and trends may change, the need for transparency,
disclosure, and data will remain paramount within our industry. Ongoing, candid dialogue with our global partners will
continue to drive the current and future growth of our responsible investment platform.

Adam Spector
Managing Partner of
Brandywine Global
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Together Again
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Going Further, Together
In last year’s stewardship report, we wrote about going further, together—a central theme in 2020 that also merits distinction this
year. This year, we seized upon several opportunities to become further ensconced within the responsible investment community,
in addition to our ongoing engagement with the companies and countries in which we invest. Notably, we forged relationships
within our new parent company, Franklin Templeton, leveraged our memberships to existing organizations, joined two pivotal
industry groups on climate change, and engaged in meaningful dialogue with our data providers. Therefore, collaboration features
prominently in our 2021 stewardship efforts, and we expect it will remain an enduring theme for years to come.
As one of 19 specialist investment managers (SIMs) within Franklin Templeton, we view the organizational structure as more of a
partnership. This collegial approach is reflected in the enterprise-wide Stewardship and Sustainability Council which was founded
in 2021 and comprised of representatives from each of the SIMs along with Franklin Templeton’s Global Sustainability and Strategy
Team. This form of governance has served Brandywine Global well in our stewardship endeavors by providing access to industryleading data providers and technology, guidance on how to navigate regulatory frameworks such as the SFDR, support for major
industry memberships like the Net Zero Asset Managers Initiative, and opportunities to share our thought leadership. This structure
preserves our autonomous approach to responsible investment while providing the economies of scale afforded to a $1 trillion-plus
asset manager.
We developed effective stewardship tools to meet our responsible investment, client, consultant, and regulatory commitments. Our
stewardship toolkit has expanded over time to reflect our growing capabilities, which culminated this year with the launch of our
proprietary ESG dashboard—an effective arrow in our quiver of responsible investment resources. The platform provides investment
teams with real-time analytics of their portfolios along a continuum of metrics, from in-house ESG scores to carbon footprints as
well as the principal adverse indicators (PAIs) as required by the SFDR. Developing and launching this technology required extensive
coordination within our Firm, across the Franklin Templeton, and with our external vendors.
Creating a data hub like the ESG dashboard has enabled Brandywine Global to transparently address the ever-increasing client,
consultant, and regulatory interest in how we integrate these factors into our investment strategies and stewardship. It was also
emblematic of how the Firm has improved upon our stewardship capabilities each year: in a measured, intuitive, and novel way that
responsibly creates value.

Reina Berlien
Head of ESG at
Brandywine Global
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Aligning to the U.K.
and Japan Stewardship
Codes and Singapore
Stewardship Principles
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We believe in adhering to the most rigorous responsible investing standards available so our clients can benefit from
best practices from around the globe—this is why Brandywine Global chose to align our stewardship reporting to the
commitments outlined in the U.K. Stewardship Code, Japan Stewardship Code, and Singapore Stewardship Principles.
Cumulatively, the 26 commitments expounded upon in the codes complement and provide credible guidance with respect
to responsible investment and our fiduciary obligations to our clients. We address these commitments throughout our
stewardship report.
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Stewardship Highlights
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Principle 1
“Signatories’ purpose, investment beliefs, strategy, and culture enable stewardship
that creates long-term value for clients and beneficiaries leading to sustainable
benefits for the economy, the environment and society.”

Purpose
Our purpose is to create long-term value for our clients through high-conviction,
disciplined value investing philosophies that look beyond the short term. Responsible
investment is part of this purpose by identifying long-term ESG risks and opportunities

90%

and analyzing them to produce strong risk-adjusted returns for our clients while also
improving the world around us. The Firm’s performance track record is illustrative of
our purpose, with over 90% of client assets under management outperforming their
benchmarks over mid- and long-term time periods and since inception.33 As a Firm,
our remit is to continually evolve our approach to responsible investment each year,
maintain our fundamental identity as a value manager, and provide transparency on
our process to our stakeholders.

Business Model
Brandywine Global’s commitment to responsible investing is reflected throughout the
Firm, from investment management to strategic business planning; it guides how we
allocate resources, foster corporate culture, approach human capital management,
and serve our clients. Our goals complement those set by Franklin Templeton, and as

Outcome
Generating
Performance
90% of client assets
under management
outperforming their
benchmarks over
mid- and long-term
time periods and
since inception.

part of a broader enterprise network, Brandywine Global has access to vast resources
to execute upon our mandate.
In 2021, several strategic Firm projects supported major responsible investment commitments, including our fund
registrations under the EU’s Sustainable Finance Disclosure Regulation (SFDR) and our membership to the Net Zero Asset
Managers Initiative. A wide range of business lines, including the investment teams, information technology, legal and
compliance, distribution, and portfolio compliance dedicated resources to support SFDR fund registrations, incubate new
products to meet client demand, and launch our proprietary ESG dashboard.
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Strategy
As a multi-asset investment manager, it is important that our teams share common themes while preserving their decisionmaking autonomy. These commonalities shape our identity as a value manager and provide consistency across our teams,
asset classes, and investment processes. This strategy is reflected in our shared commitment to integrating ESG factors into
the majority of our respective investment processes. Since our disciplined investment processes uncover pricing anomalies,
address potential risks, and seek long-term value, assessing ESG factors is integrated into our research, analysis, decision
making, and ongoing portfolio management.
Environmental, social, and governance research is fully integrated into the majority of our investment processes. Our
investment teams are responsible for incorporating ESG risks and opportunities within their research and analysis; thematic
and systemic sustainability risks are discussed as a group. Ultimately, we find it advantageous for investment professionals
to evaluate ESG and financial/economic indicators together, as the teams are best-suited to identify the materiality of these
factors. By collectively assessing all sets of information, our analysts and portfolio managers understand the financial and
economic materiality of ESG risks relative to their thesis, outlook, and overall composition of the portfolio.

Culture and Values
At Brandywine Global, our culture fosters independent thinking that challenges convention—an important facet of long-term
value investing. Our Firm’s culture is built upon six core values:
Act with Integrity
BE

Take Ownership
Be Curious and Challenge Conventional Thinking
Debate with an Open Mind

Value in every
relationship

AC T W I T H

Integrity

Ownership

Curious
AND

Challenge
CO N V E N T I O N A L
THINKING

Debate
WITH AN
OPEN
MIND

Build Strong, Diverse Relationships

TA K E

BUILD
ST R O N G ,
DIVERSE

Relationships

ST R I V E FO R

Balance

Strive for Balance
All of our core values are important and interdependent, though acting with integrity is a guiding principle for the Firm.
Integrity is embedded into every aspect of Brandywine Global, including business operations, investments, relationship
management, and data and technology. Our culture of compliance is built upon this core value. The integrity of our ESG
program and commitment to responsible investing is reflected through our stewardship reporting, which is intended to
evidence the authenticity and commitment of our approach. We draft our stewardship report with our key stakeholders in
mind, understanding that transparency is important to regulators, clients, and consultants; implementing their feedback and
support is an important cornerstone in confirming the integrity of our stewardship.

BRANDYWINEGLOBAL.COM
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Governance, Resources,
& Incentives
34

Our common goals, investment styles, and team approaches are reflected in the
Firm’s ESG governance structure. The ESG Council is a working group dedicated

Principle 2

to the advancement of our responsible investing efforts and includes departmental
representation from around the Firm, including legal and compliance, risk, relationship

“Signatories’
governance,
resources and
incentives support
stewardship.”

management, business strategy, and investment teams. The council also provides
a forum to discuss and assess responsible investment requirements from clients,
consultants, and regulators. In 2021, the members of the council and senior leadership
vetted how the Firm would register and comply with the SFDR and the Net Zero Asset
Managers Initiative and build out the infrastructure to support our endeavors.

Governance
The ESG Council is co-chaired by members of the Global Fixed Income and Diversified
Equity teams, underscoring our investor-led approach to responsible investing. The ESG Council is overseen by the Executive
Board and Investment Committee; the latter body has oversight of the Firm’s ESG policies, procedures, and processes. The
Executive Board guides the strategic direction of Brandywine Global and is comprised of senior leadership—including our
managing partner and chairman; collectively, our board members average more than 30 years of industry experience. The
Investment Committee includes representation from the investment teams, legal and compliance, and risk teams, and is a
governance body that oversees investment management practices and market risk.

Diversified
Value Equity

Fundamental
Equity

Henry F. Otto
Managing Director & Portfolio Manager
David Clipper
Portfolio Manager
James J. Clarke
Portfolio Manager & Director of
Fundamental Research
Ivy Gluck, CFA
Senior Research Analyst
J. Patrick Bradley
Senior Vice President, Investment
Research

Sovereign

ESG Council Co-Chairs
Henry F. Otto
Managing Director & Portfolio
Manager
Reina Berlien
Head of ESG

Min Tian, CFA
Senior Global Macro Research Specialist
My Duong
Global Macro Research Specialist

Credit

Executive
Board

Investment
Committee

William Vaughan
Research Analyst
Sean Brooks, CFA, FRM
Mortgage-Backed Security Analyst

Other Firm Representatives on
ESG Council
Sales & Relationship Management
Legal & Compliance
Investment Performance, Risk & Analytics
Marketing & Communications
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Resources
The head of ESG oversees our responsible investment program across the Firm, including its overall strategy, engagement
and integration, initiatives across all investment teams, and provide research support. The head of ESG reports to the
executive vice president of Portfolio Management.
Each investment team has designated ESG leads that sit on the council, so they can share takeaways and feedback with
their cohort. These dedicated liaisons work closely with the head of ESG to ensure our responsible investing capabilities are
applied uniformly across our assets under management, while preserving the autonomous portfolio management decisions
of each team. This partnership is also tasked with refining and advancing our ESG analysis relative to the industry and peers,
and ensuring we address client and consultant needs with respect to responsible investing and active ownership.
The head of ESG and investment leads each report to these governing bodies on a quarterly basis. While our investment
teams are dedicated to consistent ESG integration, it is important to protect the autonomy of each team’s decision making.
While each team works in partnership with the head of ESG, the three investment teams must demonstrate the integrity of
their ESG integration processes at these quarterly meetings by providing current examples of sustainability risk assessments
and the effects on portfolio management.

Incentives
Since ESG integration is an important aspect of most of our investment processes, stewardship is a component of how
investment professionals’ performance is measured, particularly with respect to variable compensation. These aspects of
compensation have become increasingly important as regulatory commitments, such as Article 8 registered funds under
the SFDR, focus on stewardship. Currently, only the head of ESG’s performance is measured and incentivized solely by
integration and stewardship.
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Principle 3
“Signatories manage conflicts of interest to put the best interests of clients and
beneficiaries first.”

Different conflicts of interest may arise from stewardship; we address them collectively as an organization given our shared
purpose in creating long-term value for our clients. As a global investment manager with strategies that span multiple asset
classes, there are a few opportunities where conflicts of interest may occur. Our publicly available Conflicts of Interest Policy
addresses a few examples of conflicts of interest that may arise from stewardship; it may also be found in the review and
assurance section of this report’s appendix. Three examples relate to our 2021 stewardship efforts that illustrate how our
Conflicts of Interest policy is applied:

Example 1: Proxy Voting and Client Relationships
Significant employee or client relationships have the potential to create a conflict of interest in connection with the voting of
proxies. To manage this conflict, the Firm votes proxies in accordance with the Proxy Voting Policies and Procedures. These
policies and procedures require the Firm to follow general fiduciary principles by seeking to act prudently and solely in the
best economic interests of the clients on whose behalf it is voting.
Our client base includes large insurers and banks, for whom we sub advise some of their investment funds. The Investment
Committee and General Counsel review cases where the Firm has a sub-advisory relationship with a firm and an equity
team is a shareholder in that same Firm to determine whether there is a material conflict of interest. To mitigate the material
conflict of interest, the Investment Committee has determined in these instances, proxies will be voted in accordance with
the recommendation of our third-party proxy service provider. Our proxy voting team helps identify conflicts of interest
during the voting season and advises equity analysts and portfolio managers in advance. In 2021, our proxy team identified
25 instances of potential conflicts of interest, for which the investment teams subsequently voted a proxy based on the
third-party provider recommendation.

Example 2: Engaging with an Entity Associated with a Client
Engagements are an integral part of our investment process as we use them to help inform our investment decisions,
promote value-enhancing policies within companies and governments, or to avoid investments that pose an unacceptable
level of risk. From time to time, we may engage with companies or countries that may present a conflict of interest; for
example, this may occur when the company or government is a client of, or significant service provider to, the Firm. In the
event of a conflict in the engagement process, the conflict will be escalated to the Investment Committee and General
Counsel & Chief Compliance Officer to determine the appropriate response and action.
As a sovereign bond investor, our Global Fixed Income team will engage with a variety of government institutions. In 2021,
we sought to join a collaborative engagement with a state-owned enterprise in a country where Brandywine Global had an
existing client relationship with the sovereign wealth fund. Before joining this group, the Investment Committee and General
Counsel reviewed the opportunity and determined that a conflict did not exist. We moved forward with the collaborative
engagement and notified the client of our forthcoming stewardship as a courtesy.

BRANDYWINEGLOBAL.COM
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Conflicts of Interest

Example 3: Informational Barriers
As a Specialist Investment Manager of Franklin Resources, a conflict could arise in the context of coordinating or sharing
information. In order to manage this conflict, Specialist Investment Managers of Franklin Resources have adopted Information
Barriers policies that ensure that each entity: (a) has exclusive authority to make voting and investment decisions with respect
to securities held by its investment management clients; (b) makes all voting and investment decisions independently and
without the participation of officers, directors, or employees of Franklin Resources or its affiliates; and (c) does not attempt to
influence the voting and investment decisions to be made with respect to securities held by clients of other advisers.
Shortly before the 2021 proxy voting season began, another Specialist Investment Manager advised Brandywine Global of
a third-party conference call to meet several proposed directors to the board of a company for which we are a shareholder.
While members of the Brandywine Global investment teams participated in the call, our equity team ultimately cast its vote
consistently with the guidelines of the Brandywine Global Proxy Voting Policy, and in compliance with the Firm’s Information
Barriers Policy by maintaining its voting and decision making independence.
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Brandywine Global believes that identifying, understanding, and mitigating risks
are vital to promoting well-functioning global markets. Participating in liquid and
efficient global capital markets is central to our role as an investment manager,
government bondholder, multinational corporate shareholder, and steward of
client capital. Since price and information risk analyses are central to how we
manage value investing across multiple asset classes and strategies, understanding
sustainability risks and opportunities are naturally part of this process.
Over the last several years, capital markets participants have adopted varying
methods to define and assess sustainability. In our view, there is significant
dispersion across methodologies, from underlying assumptions to reported and
estimated data. As an investor, our role is to use the replete and accurate data

Principle 4
“Signatories
identify and
respond to marketwide and systemic
risks to promote
a well-functioning
financial system.”

sets as part of our research and analysis. It is important for Brandywine Global and
our peers to highlight persistent disparities and gaps in environmental, social, and
economic data to ensure capital markets remain liquid and functional. Requiring uniformity in data would allow investment
managers to retain their bespoke approaches to ESG integration and stewardship—just as Brandywine Global does—by
using consistent metrics to support different sustainability theses. While we believe industry thought leadership currently
favors the notion of sustainability leaders, using universal data sets supports multiple perspectives on the topic, such as
our emphasis on improvement.
In 2021, Brandywine Global undertook several initiatives to support consistency in ESG data sets, and thereby promote
well-functioning markets. These projects were related to our compliance with the disclosure regime set forth by the
SFDR and included the development of our ESG dashboard, coordination with Franklin Resources and the other SIMs,
discussions with data providers, and engagements with our holdings. The dashboard was designed to provide real-time
views of how our portfolios score on a variety of ESG metrics as a way for our investment teams to gauge past and
current sustainability risks and opportunities. Within Franklin Templeton, our technology, compliance, and investment
teams worked across the organization to ensure equal access to consistent data sets and calculations. Since our
dashboard uses third-party data to calculate ESG metrics, we also met with our third-party ESG data vendors throughout
the year to ensure their qualitative and quantitative outputs included the same information gleaned by our investment
teams and the broader industry. As an example of our advocacy in support of a greater industry need, we published a
blog on the importance of reliable, accurate, and accessible climate data, including country- and company-level GHG
emissions. Ultimately, we dedicated a significant amount of time and resources to ensure our stewardship was supported
by reliable and timely data. Since our investments facilitate the flow of capital, the Firm’s goal was to ensure that our ESG
research and analysis were based on complete information and that all related parties also had access.
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This report was verified internally by members of our Executive Board, Investment
Committee, ESG Council, Global Management Committee, Legal and Compliance,
the Global Fixed Income team, the Fundamental Equity team, and the Diversified
Equity team. Our parent company, Franklin Resources, also received a draft of the
stewardship report for review prior to publication. We involve many groups within the
organization as a system of checks and balances to ensure the report is fair, balanced,
and unbiased. Core values such as acting with integrity, debating with an open mind,
and taking ownership are the building blocks of our checks and balances.
We also incorporate external feedback on our stewardship program to make

Principle 5
“Signatories
review their
policies, assure their
processes and assess
the effectiveness of
their activities.”

improvements to our transparency and reporting capabilities. These sources of
feedback come from our clients, consultants, prospects, oversight bodies such as
the U.K.’s Financial Reporting Council, the Financial Services Agency of Japan, the
Investment Management Association of Singapore, and the PRI.40 Feedback provided
directly by the Financial Reporting Council on our 2020 reporting has been reflected in our 2021 report.
Brandywine Global evaluates and assesses the adequacy and effectiveness of its compliance policies and procedures on an
ongoing basis primarily through an internal compliance monitoring program. In addition, Brandywine Global may identify
areas for improvement in its compliance program through a variety of other means, including in the ordinary course of
business and as the result of any independent reviews coordinated by its parent company.
The compliance monitoring program employs a risk-based approach to examine the adequacy and effectiveness of the
Firm’s compliance policies and procedures. The Regulatory Compliance group estimates certain risk factors including
regulatory expectation and consults with various business groups to identify and prioritize testing. In 2021, select aspects of
our ESG processes, policies, and adherence to certain frameworks were tested as part of this program.
The content of this report was written to adhere to the 12 Principles of the U.K. Stewardship Code outlined by the Financial
Reporting Council, the eight principles of the Japan Stewardship Code set forth by the Financial Services Agency, and the
seven Singapore Stewardship Principles managed by the oversight bodies listed above.
The data and information cited in this report is as of December 31, 2021.
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Principle 6 | Statement of Commitment
“Signatories take account of client and beneficiary needs and communicate the
activities and outcomes of their stewardship and investment to them.”

Investment Approach44
Our Firm serves a diverse, global client base that requires a nuanced yet consistent approach to responsible investment. The
foundation of our approach is built upon the stewardship codes, principles, and memberships to which we adhere. These
tenets transcend regions by aggregating common client interests, outlining consistent goals, and demanding transparency.
The objectives cumulatively outlined by the PRI, Net Zero Asset Managers Initiative, Financial Reporting Council, Financial
Services Agency, and Investment Management Association are considered industry best practices by our clients and
consultants. Compliance to these memberships is one way we ensure our responsible investment program serves our clients’
best interests. These memberships often require annual reporting, and the feedback we receive from these governing bodies
are an important way for Brandywine Global to benchmark the efficacy and transparency of our responsible investment
program. We incorporate feedback from these sources into our longer-term business planning and strategy, to ensure the
Firm has the requisite infrastructure to support our stewardship and investment capabilities.
Yet the most effective way to gauge whether we are addressing client and beneficiary needs is by soliciting feedback
directly from them. Similar to last year, the prolonged remote-work environment in 2021 provided unprecedented virtual,
expedited access to our clients and consultants. Stewardship and ESG integration remained top-of-mind for many of our
relationships across all regions, channels, and asset classes.

Our Assets under Management45 by Country or Region
Nearly half of our assets are managed on behalf of clients outside of the U.S., with our presence growing over the years as
pension, retirement, and sovereign wealth funds sought to diversify their investments beyond their local markets. Given the
boutique nature of our Firm, we generally manage our investment strategies uniformly across regions and channels. Our
clients exercise optionality through the breadth of our product suite and asset class expertise. Bespoke requests, including
socially responsible investment (SRI) screens and exclusions, are accommodated within separate account guidelines and
investment management agreements.
Our assets under management46 fall into the following countries and regions:
U.S.: $37.7 billion

Canada: $2.7 billion

Asia: $11.2 billion

U.K.: $1.0 billion

Europe: $6.3 billion

North and Central America: $0.7 billion

Middle East: $5.9 billion

Africa: $0.2 billion

Australia and New Zealand: $4.4 billion
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Our Investments by Country or Region
During 2021, about 66% of the Firm’s assets were invested in U.S.-domiciled or dollar-denominated securities. The majority
of our equity business invests in the U.S. stock market and was responsible for 30% of our exposure to this market. However,
Brandywine Global also has a growing international equities client base, which is complementary to our global bond
capabilities. Together, these strategies maintained higher-than-usual exposure to U.S.-based assets given the idiosyncratic
market environment spurred by the pandemic, related policymaking, and the economic response.
Otherwise, our country exposures across developed and emerging markets were representative of where our strategies
typically invest. Regardless of development status, credit rating, or economic activity, these countries offered the greatest
opportunity set of relative value this year. The top 10 largest country exposures during 2021 were as follows:
1. U.S.

3. South Korea

5. Canada

7. Malaysia

9. China

2. Mexico

4. Australia

6. U.K.

8. Colombia

10. Brazil

Since many of our investment strategies seek price anomalies, performance objectives are often measured on a three-tofive year time horizon to allow for a macro thesis to unfold, responsible value creation, ESG-related improvements, and
risk-adjusted returns. Our clients and consultants are comfortable with our generally longer investment horizons and lower
portfolio turnover, as these approaches to portfolio management also promote effective stewardship. We believe our longterm investment interests and active ownership lend credence to our stewardship. Engaging for both information and change
should take place on a multi-year timeline, to ensure ESG risks and opportunities are adequately addressed by management
teams and government officials.

Addressing Client and Beneficiary Needs in 2021
Trends within our industry usually have utilitarian origins. They arise to serve an industrywide need, which has yet to be
addressed by the broader market. A niche idea that began in a particular region may eventually have universal appeal.
Nothing encapsulates this lifecycle better than the EU’s SFDR, which seeks standardization for and among investment
managers, by requiring conformity in calculations, metrics, and disclosure. For investment managers, the SFDR provided
standardized metrics we should use to evaluate sustainability risks and opportunities for our holdings and portfolios. For
clients and consultants, the SFDR provided guidance on labeling and disclosure so they could make informed decisions on
the level of responsible investment featured in a fund or strategy.
Since we remained in close contact with many of our key stakeholders throughout the year, we noticed their needs often
aligned with the requisites outlined by the SFDR. We also realized they needed more immediate transparency beyond an
annual due diligence questionnaire or meeting. In just one year, it is clear the SFDR has already left an indelible impact on our
industry, its lexicon, and client expectations—the regulation’s influence has extended well beyond the EU. The nexus between
the SFDR and our client and beneficiary needs included: transparency into ESG integration, tracking sustainability risks and
opportunities, our views on sustainability, and our product innovation beyond integration.

Transparency
Client and consultant interest in ESG integration has inevitably become more sophisticated; these aspects include high-level
portfolio ESG scores47 on an absolute and relative basis, the carbon and GHG footprints of our investments, and the top/
bottom drivers of these aggregate scores. They also want our insight on how metrics like physical risk, transition risk, and
sustainability indicators are incorporated into our long-term thinking on risk. Unsurprisingly, these data points fall within
the scope of the SFDR. While the Firm created the ESG dashboard as a portfolio management, compliance, and regulatory
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reporting tool, it also serves as a repository to address on-demand questions from our key relationships. Our stakeholders
have responded positively to the dashboard and its capabilities, particularly as we use data to illustrate our medium- and
long-term views on sustainability risks.

Outcome
Building Analytics and Automation
We designed the ESG dashboard to support multiple use cases, from providing high-level to fundamental details and real-time
and historical scoring and trends. As an example, the ESG dashboard view of our Global Income Optimiser strategy illustrates
how investment and relationship management can easily view a portfolio’s current and historical ESG score48 relative to its
investable universe; for an unconstrained bond fund like this, the display also breaks out the score by corporate credit and
sovereign allocations, so clients can easily understand which segments are driving the overall score. There are also more granular
views that allow users to identify scores for each security in the event our beneficiaries would like fundamental details.

Outcome
Enhancing Climate Risk Assessments and Stewardship
Clients have been interested in our thinking on climate risk. Initially, they wanted a better understanding of how the inputs to
our environmental scores capture some of these risks. In 2020, we created an in-house methodology to quantify sovereign
physical and transition risks for Global Fixed Income strategies with sovereign exposure. With the inception of the dashboard,
we can calculate these metrics across all fixed income strategies that invest in sovereign debt. Additionally, we produce carbon
and GHG footprints for all portfolios across investment teams and view how holdings perform on other environmental metrics
such as water emissions and biodiversity preservation. Having these portfolio views will support our Net Zero commitments
and how we manage portfolios to the initiative. This data also informs our macroeconomic and energy sector research. Clients
around the world are interested in understanding how their investments may be exposed to these themes and associated
opportunities. For example, the countries held in our Global Fixed Income strategies face significant transition risk, and
future Net Zero-dedicated portfolios and strategies will engage with their government institutions to evaluate how they will
address economic risk. What began as an exercise in SFDR compliance and tracking the Principal Adverse Indicators has since
provided economies of scale in how we address beneficiary needs regarding data and analysis.

Outcome
Increasing Stewardship Transparency
Our investment teams understand our clients’ evolving needs and have responded quickly. While our technology solutions
were designed to support all of our investment professionals, the entrepreneurial spirit of our Firm also fosters innovation
within each team. To exemplify this point, the Fundamental Equity team partnered closely with a well-regarded U.K. consultant
to develop quarterly updates on relevant ESG-related proxy votes, engagements, and research to support its Classic Large Cap
Value strategy. The ongoing work from this team serves as a model for what quarterly Firm reporting could look like, should
this become standard practice for our client base.
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Sustainable Investing
It has been difficult for the industry to form consensus around two
notable responsible investment topics: sustainable investing and
exclusions/divestments. Therefore, we unsurprisingly receive questions
about how Brandywine Global contends with these two oft-debated
topics. One popular view associates best-in-class environmental

Outcome
Sharing Our Perspective on
Sustainable Investing

and social practices—operations, capital expenditures, revenues,

We are forthright with our identity as an

policymaking—with sustainability. These names are already well-

investment manager and responsible steward

served by capital markets, as reflected in their valuation premia. We

of our clients’ capital. As such, we seek

may purchase these highly regarded companies and countries from

opportunities for companies to improve on social

time to time, but our focus remains on opportunity and improvement.

and environmental issues—and when addressed
in tandem— we refer to them collectively as

Our investment approach seeks value opportunities that are often

sustainability factors. We realize our view on

overlooked or underappreciated by the market, and the same premise

improvement may be eclipsed by the idea that

applies to sustainable investments. We are looking for companies

sustainable investment is a term reserved for

and countries that are poised to create the policy, infrastructure, and

leaders. Nevertheless, our focus on improving

innovation to address environmental and social issues. These entities

valuations and sustainability risks resonated

tend to operate in or support industries that are capital, resource, and

with our global audience. We view their support

energy intensive. Usually, the market has discounted the sustainability

as an implicit mandate to continue providing

thesis, has yet to recognize the potential there, or has overlooked the

capital to these countries and companies that

entire industry.

have plans to address and mitigate social and

Since we are looking for continual improvement, we want to invest in
overlooked future leaders, not necessarily the current sustainability
stars. Issuers with potential will require significant amounts of capital
to achieve these objectives, and we are willing to supply it. Long-term
clients who know Brandywine Global well understand that our process
may run counter to popular opinion.

environmental risks. That capital may sometimes
come in the form of green, social, and sustainable
bond purchases. We thank our clients for urging
the Global Fixed Income team to consider these
types of investments and they will remain an
important tool in funding the transition. Another
powerful tool is our stewardship to effect change,

To fund environmental and social projects, we will selectively

which is only strengthened through active

participate in green, social, and sustainability-linked bond new

ownership as a shareholder and bondholder.

issuance. We will consider purchasing these bonds when they are
liquid, offer a compelling yield, and have credible frameworks, use of
proceeds, and reporting. A large, institutional client suggested that
we evaluate these types of instruments on behalf of its portfolio. With this request in mind, we evaluated many opportunities and
decided to participate in a new deal when the International Bank for Reconstruction and Development (IBRD) came to market
with green and sustainable bonds issued in several emerging market currencies. The IBRD bonds met our criteria: denominated in
higher-yielding currencies, matched our duration calls, and backed by strong institution with a solid investment-grade rating and
extensive track record for sustainable investment.
Purchasing the IBRD bonds exemplifies how Brandywine Global wants to be thoughtful about how to fund social and
environmental initiatives. We have also given extensive thought to addressing exclusion policies and divestment. Socially
responsible investment (SRI) screens have been an industry tool for several decades; we will accommodate these types of screens
upon client requests and are included in investment management guidelines and agreements. As a Firm, we have been hesitant to
adopt a blanket policy on exclusions and negative screens. We believe that excluding large swaths of our investment universe can
hinder our ability to find value across our investment universe—which became increasingly difficult to do over the last five years
as both bond and equity prices hit recent highs. As a responsible steward of capital, we prefer to exercise our active ownership
to work with companies and countries to make social and environmental improvements rather than exclude them at the outset.
Divestment will remain an important escalation tool.
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Responsible Investment Product Innovation
With ESG integration becoming ubiquitous within the responsible investing landscape, many of our clients and consultants
have inquired about what Brandywine Global has to offer beyond integration. These conversations were largely driven by our
European client and consultant base as they learned how managers were registering their funds and segregated mandates
under the SFDR. After careful consideration, Brandywine Global developed an investment framework that offers binding
environmental and social elements while preserving how we manage money. It is also asset class agnostic and can be
replicated across any of our investment strategies.
Given our understanding of how the industry—and the SFDR—regards sustainable investing, we opted to call this framework
our environmentally and socially focused approach to portfolio management. The process builds upon extant ESG
integration, includes additional criteria that focus on environmental and social risks, uses these risks to drive stewardship
and portfolio management decisions, and reserves divestment as an escalation tool. Although we developed this process to
comply with the Article 8 designation under the SFDR, interest from clients and consultants outside of Europe confirmed its
appeal, particularly in the U.K. and Asia Pacific region.
Looking beyond ESG integration, we think there could be tradeoffs between investment performance and environmental and
social outcomes. As we evolve our responsible investing capabilities, a key differentiator will be recognizing this optionality,
where managers and clients have the choice in knowingly giving up alpha in favor of sustainable outcomes. They will also
have the choice to continue using ESG integration to evaluate risk. Over the past year, we began scoping out what a strategy
beyond environmentally and socially focused investing could be. We incubated an idea with trusted clients and consultants
and incorporated their feedback throughout the iterative process. The anticipated result will be a distinctive impact investing
framework that remains true to our management philosophy while funding environmental and social change.

Outcome
Developing Products to Meet Client Demand
Global Income Optimiser was one of two UCITs funds we sub advise to receive the Article 8 designation under the SFDR. In
2021 alone, this fund raised over $1.65B through inflows and capital appreciation. To put this into context, the fund’s assets
under management increased by almost five-fold in one calendar year. This rapid rate of change suggests that there is interest
and conviction in our environmentally and socially focused investment framework, as it preserves the strategy’s investment
objective to deliver superior outcomes on behalf of our clients.

.

BRANDYWINEGLOBAL.COM

26

Stewardship,
Investment, &
ESG Integration
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& ESG Integration

Stewardship Report

49-54

Principle 7
“Signatories systematically integrate stewardship and investment, including
material environmental, social and governance issues, and climate change, to fulfil
their responsibilities.”

We designed our ESG integration framework to span across asset classes and account for our shared value orientation. Our
top-down, bottom-up investment approach extends to how our investment teams account for ESG risks and opportunities in
price and information analyses, as we assess these factors from the broadest country and macro levels, down to sector and
company-specific themes. Together, we share five building blocks that comprise our approach to ESG integration.

Dual Research
Responsibilities

Portfolio managers and research analysts analyze both ESG factors and
traditional economic and financial indicators.

Inherent Materiality

We focus on material ESG issues that may impact a country’s economic growth, a
company’s business activity, etc. These sustainability risks also inform our
engagements.

Proprietary ESG
Ratings

We developed a framework for evaluating ESG factors, including improvements
or deteriorations in factors over time; comparison against sovereign or industry
peers; and how a risk or opportunity is being addressed.

Improving ESG
Scores &
Fundamentals

We seek issuers that offer attractive valuations and demonstrate improving
sustainability and economic risk profiles, which should be reflected in asset
prices.

Engagements

Through our stewardship initiatives, we work with issuers to reduce sustainability
risks. We believe collaboration is important and, therefore collectively engage
across our investment teams and also with important industry working groups. In
addition to promoting responsible investment and active ownership, the
takeaways from sovereign and corporate engagements enhance our price and
information risk analyses.
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Our investment teams evaluate ESG indicators in tandem with traditional financial and economic data when analyzing an
investment idea. This holistic approach allows us to consider all facets of risk and ultimately determine whether we would be
adequately compensated for assuming those risks, particularly in the near term. All three teams are interested in uncovering
and understanding material ESG risks and whether they are currently or have yet to be reflected in valuations. During the
research process, each team is looking for ESG improvement at a fundamental level that could serve as a price catalyst or
outstanding responsibility in a challenged industry, sector, or region.
To understand the effect of ESG factors on valuations, our three investment teams include these inputs in their research
and analysis, although precisely how those factors are integrated depends on each team’s respective process. For instance,
the Fundamental Equity team qualitatively evaluates ESG factors using its bottom-up, fundamental company research and
exercises its active ownership through proxy voting and engagement.
The Diversified Equity team also expresses active ownership through proxy voting, and the issues we vote on often drive
this team’s engagement agenda with corporate management teams. Since the Diversified Equity team’s investment process
is quantitatively driven, ESG research is used as an overlay, and sustainability risks are factored into the team’s deselection
model. Nevertheless, the team does fundamentally assess ESG risks and opportunities during part of its investment process.
The Diversified team evaluates the ESG risk-return tradeoff, and companies with high levels of controversy and sustainability
risks are potential targets for deselection. However, we may still invest in companies with sustainability risks if they are
actively engaged in improving their ESG profile or we determine the company’s stock price fully incorporates these risks.
With respect to our Global Fixed Income team, ESG risks are considered at various points of the process: as part of the
macroeconomic research overlay and the country-level price and information risk analyses—the major pillars of the team’s
sovereign investment process. We are tasked with identifying attractive investment opportunities and do so by searching
for the highest real-yielding countries in the world and focusing on bonds and currencies that offer the most value. We
monitor countries for political, economic, and policy developments that may significantly impact environmental, social, and
governance conditions. To track these conditions, the Global Fixed Income team created a proprietary sovereign ESG score
using 69 “E, S, and G” indicators that have been statistically proven to affect government bond prices.
When assessing ESG risks and opportunities for corporate credit positions, the team combines bottom-up fundamental
analysis with the macro risks and country-level issues identified through our sovereign process.
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Material ESG Risks that We Evaluate

Sovereigns

This is a sample set of ESG factors that we believe may materially affect bond and equity prices. This list is by no means exhaustive:

Environmental

Social

Governance

State of the Environment | Climate
Change Vulnerability | Resource
Security

Civil and Political Rights | Labor
Rights & Protection | Development

Government Risk | Regulatory |
Political Risk | Business





Corporates

Securitized and
Structured Credit

Listed Equities and Debt





Overall GHG Emissions
GHG intensity from energy use
Dependence on fossil fuel
exports
Physical and transition risks
Deforestation
Energy and water security

Climate Change | Natural Capital |
Pollution & Waste






Tracking and reporting on
Scope 1,2, and 3 emissions
Climate risk disclosures per the
TCFD
Climate change vulnerability
Water stress
Raw material sourcing

Environmental Impact





Climate change vulnerability
Severe weather exposure
Exposure to rising sea levels
Energy conserving properties /
programs (PACE)








Minority rights
Decent wages
Occupational health & safety
Education
Poverty
Healthcare capacity

Human Capital | Product Liability






Labor management
Health and safety protocols
and incidents
Supply chain labor standards
Product safety and quality
Diversity, equity, and inclusions
policies and implementation

Loan Purpose




Affordable housing programs
Fair lending practices
Economic and demographic
conditions








Rule of law
Governance effectiveness
Corruption
Regulatory framework &
burden
Terrorism risk
Business access to finance

Corporate Governance and
Behavior






Board independence
Executive pay practices
Ownership and control
Accounting
Lobbying and political
contributions

Collateral Analysis




Reputation of deal issuer
Quality of loan underwriting
program
Service behavior/quality,
transparency

The Global Fixed Income Team
Sovereign and corporate issuers are evaluated according to our proprietary ESG rating and ranking methodology, which
identify sustainability risks and opportunities on a relative and absolute basis. Therefore, research analysts and portfolio
managers evaluate sustainability risks alongside traditional indicators and are reflected in our investment theses and outlook.
Since we track sustainability risks over the short and medium term based upon our country outlook and where we are
positioned on the yield curve, the team may adjust overall exposure based on the mitigation or deterioration of those risks.
The ESG integration work done at a sovereign level often informs our sector views, or the fundamental work conducted on
our corporate credit holdings, and vice versa. We believe three countries of varying credit quality, development status, and
geography are illustrative of integrated ESG research and analysis within the Global Fixed Income team. Therefore, we chose
these three countries to reflect how a common theme could play out against different development, economic, and regional
backdrops.
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Examples of ESG Integration Conducted in 2021
We believe vehicle electrification will be an important secular theme throughout this decade with far-reaching effects from
government subsidies to countries’ overall GHG emissions and intensity. Based on our macroeconomic and ESG research
and analysis, the countries of Canada, Chile, and Indonesia are each poised to potentially benefit from the uptick in mining
to support the electric vehicle (EV) battery supply chain. Their governments and private sectors, particularly mining and
transportation companies, also have an opportunity to demonstrate environmental and social stewardship in their upstream
and downstream activities. However, each country has its own set of environmental, social, and governance challenges. We
will continue monitoring the three countries to assess how they respond to these risks, and whether any attempt to integrate
into the battery supply chain will adequately address these issues.
We outline the top five environmental and social risks facing Canada, Chile, and Indonesia, relative to their peer groups55, and
chose these three countries because of their common themes: rich in natural resources that are also exported, weak scores
on climate weaknesses based on our metrics, opportunities to improve on environmental risks, and take advantage of the
secular trend in electric vehicle production.

Canada | Quintile: A
Top 5 Environmental and Social Risks
1. CO2 Emissions from Energy Use
2. Total GHG Emissions
3. Working-Age Population Trends
4. GHG Emissions Reduction: Progress Towards Targets
5. Carbon Policy
Canada is a resource-rich country, and its exports account for about 30% of gross domestic product. The process to
extract these resources—namely crude oil, natural gas, and metals—can be energy and greenhouse gas intensive, and these
environmental consequences are reflected in Canada’s top ESG risks. The central and provincial governments are aware
of Canada’s high-emitting sectors but have yet to develop a credible pathway to a net zero economy. Instead, private
sector mining and oil and gas companies identified an opportunity to address climate risk and invested in carbon capture
technology to improve operational efficiencies and reduce carbon emissions and intensity. With the proliferation of carbon
capture technology in the Canadian market, related industries like metals and mining can adopt it in a cost-effective way.
From an investor’s perspective, intervention from the private sector is a positive signal. However, the Canadian government
must build out its nationally determined contributions (NDCs) to meet the 2030 milestone of reducing real economy
emissions by 50% from the baseline year. In the immediate term, Canadian policymakers are expected to support vehicle
electrification to reduce the country’s carbon footprint; however, the proper infrastructure does not exist to support this
initiative. We believe promoting innovation and adoption of existing carbon capture technology is a more pragmatic
medium-term plan to address emissions without sacrificing economic activity, employment, and asset valuations. While we
have engaged with the private sector on this topic, there is ample opportunity for the Global Fixed Income team to engage
with Canadian government institutions on this theme, too.
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Chile | Quintile: B
Top 5 Environmental and Social Risks
1. Civil Unrest
2. CO2 Emissions from Energy Use Working-Age Population Trends
3. Drought Hazard
4. Indigenous Peoples’ Rights
5. Working-Age Population Trends
The civil protests that erupted in Chile in 2019 were emblematic of deep inequities that were suddenly exposed when the
burden of rising transportation costs fell squarely on the socioeconomically disadvantaged. Protests continued throughout
the pandemic, as economic and social tolls continued to affect the most vulnerable segments of the population. The high
probability for civil unrest remains Chile’s most significant ESG risk in the short term. The results of the 2021 presidential
race reflected widespread discontent within civil society, with Gabriel Boric Font winning the election. President-elect Boric
will assume office at a critical time, when Chile plans to diversify copper exports beyond China and demand for metals is
expected to rise concomitantly with battery demand. The incoming Boric administration has already unveiled ambitious
environmental policies that could require a constitutional amendment and potentially nationalize Chile’s mining industry and
natural resources. While plans to reduce emissions and preserve water and biodiversity are laudable goals, we are concerned
about nationalizing an industry that drives significant economic and export activity. While there are examples of competitive
state-owned enterprises, they are rare. We would rather see private sector innovation address major climate risks, similar to
what occurred in Canada.

Indonesia | Quintile: D
Top 5 Environmental and Social Risks
1. Deforestation
2. CO2 Emissions from Land Use Change and Forestry
3. Healthcare Capacity
4. Climate Change Exposure
5. Total GHG Emissions
Indonesia’s metals and mining industry has been surrounded by controversy for several years. In light of China’s ambitious
plan to manufacture electric vehicles, mining operations could be offshored to Indonesia to support the battery supply chain.
We have generally viewed Indonesia as a potential beneficiary as the Chinese economy evolves beyond basic manufacturing.
However, we believe that the practice of deforestation may resurface to accommodate renewed interest in mining.
Deforestation had previously used to clear land for palm oil farming; the commodity has been a key export for the economy.
Indonesia has made progress on curbing illegal deforestation, though it remains the greatest ESG risk based on our analysis,
as well as a contributor to its second largest risk, high GHG emissions. The country’s dispersed geography and regional
governance make the oversight of deforestation prevention difficult. We will be monitoring investment and policymaking
closely to understand how freely and quickly the Indonesian economy may open up to the metals and mining industry.
With a growing fiscal deficit, it is possible the government has interest in attracting new industry and widening its tax base.
We will continue to gain information on how the government oversees the expansion of this industry through our own
engagements and also via our role within an industry collaborative engagement.
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Outcome
We continued to maintain small exposures to Canadian government bonds in select Global Fixed Income strategies. We believe
that climate risk will grow if the government fails to develop a plan to address it. However, we are constructive on the metals and
mining sector and have been evaluating opportunities within corporate credit to find companies that operate responsibly.
We managed our exposure to the Chilean peso based on the information risk surrounding the new presidential administration.
Most of the president-elect’s environmental and social policies were priced into market expectations.
With a tepid growth outlook, we significantly reduced exposure to Indonesian government bonds throughout the year. It remains
too early to gauge the future of the metals and mining industry in Indonesia. We believe the introduction of the Ministry of
Finance’s Sustainable Development Goals Bond Framework is an important initial step in building governance and funding for
climate risk mitigation.

Taseko Mines Limited
Our macro and sector views on metal prices and mining operations have driven our corporate credit research. We have
identified companies within metals and mining, such as Taseko Mines, that extract resources responsibly and that contribute
to a low-carbon economy. Taseko Mine, a Canadian-based metals and mining company, is on the cusp of opening a
copper mine that uses a method that results in less surface disturbance. In our view, its copper production has less of an
environmental impact relative to open pit mining. Additionally, produced copper is an important component in electrification
efforts, which should help reduce GHG emissions. The miner also has operations in the U.S., and the Florence Copper project
was approved by the more stringent Obama-era Environmental Protection Agency. We believe these operations will continue
to adhere to these rigorous standards.

Outcome
Taseko Mines remains a high-conviction corporate credit position. Despite its environmentally responsible mining operations, this
information has not yet been priced into the bonds. We periodically engage with the company to receive updates on regulatory
approval, new projects, and innovation.
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The Fundamental Equity Team
Analyzing ESG factors is an inherent component of the Fundamental Equity team’s research process and is incorporated
when evaluating a potential holding and when conducting research on existing positions. We believe ESG factors can provide
risks and opportunities; therefore, understanding these dynamics is essential to determining if a company is trading below its
intrinsic value.
To evaluate these risks and opportunities, the team created an in-house qualitative ESG assessment to guide the research
process. The research analyst responsible for the respective holding assigns a color-coded rating of red, yellow, or green
for each of the three ESG components. The color-coded assessments indicate the following: red is below average, yellow
is average, and green is above average. Ratings are determined with the broader industry risks in mind but also with
appreciation of a company’s individual actions and commitments versus industry peers. We monitor these ratings and
update as changes are made to a company’s environmental, social and/or governance strategy and situation.

Green

Green is given to companies that
either do not have any significant
issue in the corresponding
category
(E, S, G) or are industry leaders
who have taken significant steps
to ameliorate the relevant risks.

Yellow

Yellow is viewed
as a default rating.
The exception here is for
industries that are clear outliers.

Red

Red is for companies that have a
clear “reg flag” or are in an outlier
industry and have taken limited
steps towards improvement.
We should view red as an
opportunity for engagement with
the company.

The Fundamental equity team’s qualitative ESG ratings are predicated upon a proprietary rubric, which was designed as a way
to standardize metrics across portfolios and industries. The rubric assesses the materiality and relevance of the identified risks
and the potential impact on company fundamentals. Some of the factors considered in the rubric are as follows:
Environmental:

Social:

Governance:

Climate Change and Decarbonization

Diversity and Inclusion

Executive Compensation Metrics

Waste and Recycling

Worker Safety

Board Composition

Water Stress

Pay Equity

Bribery or Corruption

Energy Efficiency

Supply Chain Management

Lobbying Efforts

TCFD Alignment and Disclosure

Demographic Representation and

Share Structure

Disclosures
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Examples of ESG Integration Conducted in 2021
Edison International56
The company owns and operates electric power utilities around the world, including generation and distribution. As part
of its research and analysis, the Fundamental Equity team evaluated Edison International based on the susceptibility of its
California facilities to both physical and transition risks. From a physical risk perspective, the company’s California utility
operates in a territory that has not experienced major wildfires. The team found that existing liabilities related to the Safety
and Enforcement of the California Public Utilities Commission were priced into the stock, and that company handled
these settlements swiftly and appropriately. When evaluating transition risk, the company is evaluating how the California
utility can reduce its GHG emissions 4% annually from 2021-2030 to comply with the state’s decarbonization goals and
related pathway. Edison International believes it can reduce emissions along the State of California’s pathway and plans to
decarbonize by increasing power generation from renewable energy sources.

Outcome
After evaluating environmental risks and opportunities and understanding what was priced into the stock, the Fundamental
equity team initiated a position in the company.

Compagnie de Saint-Gobain SA57
The company designs, produces, and distributes materials for industrial applications, particularly homebuilding; it operates
in nearly 70 countries. The Fundamental equity team’s research on Saint-Gobain highlights the Firm’s propensity for
identifying a strong sustainability profile in a sector often discounted for ESG factors. Saint-Gobain is expected to drive
topline growth through secular market trends such as building renovations supported by regulation and stimulus emanating
from the EU’s Green Deal. Saint-Gobain’s business model is fundamentally designed around helping customers improve their
carbon footprints and reduce waste, and there is strong need in the market to use sustainable construction solutions for
construction companies and economies to achieve a net zero. In 2021, Saint-Gobain’s products covered 66% of this market
and management is confident the company can lead the race on light and sustainable construction. While the company is
gaining recognition as an ESG leader, we have not seen this premium fully priced into its stock yet.

Outcome
The team continues to own the stock and actively engage with the company for additional insight on the impulse of the EU’s
Green Deal as well as to gauge the overall health of the homebuilding industry and the related supply chain.
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The Diversified Equity Team
In the Diversified Equity team’s approach to ESG integration, we fully incorporate these factors into our fundamental review
of all investable stocks that are first identified through the quantitative process. We believe this is a stronger approach to
ESG integration than simply eliminating stocks through a quantitative model. This method allows the team to fundamentally
assess sustainability risks and opportunities; while we conduct our own ESG research, the team may supplement our inhouse research with data and reporting from MSCI, as an additional layer of research to confirm whether any material issues
could warrant a company’s deselection from our investable universe. We take company-specific and sector/industry material
ESG risks into account when conducting our research. Ultimately, we evaluate the risk-return tradeoff and determine whether
the material ESG risk requires immediate deselection or should remain an investment opportunity if we believe the firm is
actively engaged in improving its ESG profile or the stock price fully reflects sustainability risks.

Example of ESG Integration Conducted in 2021
Wells Fargo & Co.58
Wells Fargo is one of the largest diversified financial services companies providing banking, insurance, investments,
mortgage, leasing, credit cards, and consumer finance. The lender has remained in our investable universe for several
years as the stock routinely screens as inexpensive. The Diversified Equity team conducted additional due diligence and
determined that Wells Fargo faced significant social and governance headwinds and needed to improve its internal risk
controls and risk management practices. The company faced allegations of potential racial discrimination and related fines
with respect to its lending practices. Wells Fargo was also charged with discriminatory and fraudulent hiring practices.

Outcome
In September 2021, Wells Fargo reported a consent notice with the Office of the Controller of the Currency (OCC) regarding its
mortgage lending business. The OCC complaint stated that Wells Fargo had not moved quickly enough to compensate those
customers harmed by the bank’s previously cited lapses and make required improvements. As a result, the Diversified Equity
Team flagged Wells Fargo as a candidate under our qualitative deselection process. We completely sold out of the position
by September 2021 due to this new addition to a history of sustained regulatory, reputational, and operational risks and the
financial penalties and liabilities associated with them.
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Brandywine Global uses external service providers to exercise our active ownership
and access raw ESG data. Operations oversees the relationships of our proxy service
providers, Broadridge and Glass Lewis. The head of ESG manages the relationships
with ESG data providers from an investment management perspective, and the head
of Business Data Solutions governs them for quality and to ensure the relationships
are meeting the Firm’s needs. In 2021, Verisk Maplecroft and MSCI were the primary
sources of inputs used to create our proprietary scoring methodologies. We
periodically meet with other ESG vendors to assess our data needs, particularly as they
relate to climate risk and regulatory requirements, and also benchmark the efficacy of

Principle 8
“Signatories
monitor and
hold to account
managers and/or
service providers.”

our current providers.
While our investment teams rely upon their own fundamental ESG research and
analysis, they may supplement their efforts with publications issued by Verisk Maplecroft and MSCI. As an additional layer
of oversight, the Vendor Management Group thoroughly reviews new vendors and monitors existing ones throughout the
Firm to understand the enterprise risk associated with each relationship, including our ESG service providers. Legal, risk, and
information technology are represented in this vendor management working group in order to holistically assess enterprise risk.
The head of Business Data Solutions also leads an interdisciplinary working group to ensure the ESG dashboard represents the
needs of the portfolio management and the Firm’s clients; the investment teams, portfolio compliance, and technology are also
represented in this group.
The Firm remained in close contact with our ESG data vendors throughout 2021, often conducting monthly meetings on the
following topics: complete information, stakeholder mapping, and timely data delivery.

Advocating for More Complete Information
Using our proprietary, fundamental ESG research and analysis, the Global Fixed Income team engaged with third-party ESG
data providers to reflect more complete information for companies such as JBS and Minerva. These companies implemented
governance and accountability measures to improve transparency in their protein supply chains; these risk management
measures had yet to be reflected in third-party research.
All three investment teams also engaged in a similar exercise with a third-party data provider regarding General Motors; our
teams believed the company’s plan to electrify its vehicle fleet had not been adequately reflected in third-party analysis.
Information Management and the Global Fixed Income team worked with a third-party ESG data provider to understand how
the vendor assesses top-holding company and parent-subsidiary corporate structures. Our teams wanted to ensure parts of
the capital structure reflected accurate ESG data based upon the correct industry and ownership.

Partnering to Conduct Stakeholder Mapping
The Global Fixed Income team has partnered with third-party country analysts to conduct stakeholder mapping in certain
countries, as an aid to our own engagement work. We completed this exercise for Mexico based upon the ESG risks we
identified through our independent research and used the results of the stakeholder mapping to find sources with a reliable
local perspective.
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Advocating for Additional Data Sets and Efficient Delivery
Our Information Management and investment teams met with our vendors frequently throughout the year to improve data
delivery and inquire about the development status of new data sets, including those to support the SFDR and Net Zero.
Automating data delivery was an important requirement for our teams, as this method reduces the risk of inaccurate or
incomplete information, to ensure our investment teams are using reliable and timely information to make stewardship and
portfolio management decisions.

Outcome
Our vendors have been responsive to our needs, and we will continue to work with them to build new data sets and promote
efficiency in the delivery of this information to our ESG dashboard, portfolio compliance platforms, and trading terminals.
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Engagements are a central component of each investment team’s ESG integration. We
use engagement interactions to better inform our investment decisions, to promote
pragmatic policies, and to avoid investments that pose an untenable level of material risk.
Engagements may occur at any stage of the investment process, usually triggered when
we have identified an issue or practice that requires more information to understand
the issuer’s strategy. Initial outreach may first begin with an email, letter, or phone call—
depending on the relationship and access our investment teams have with the issuers or
related stakeholders. Our goal is to always seek direct virtual or in-person meetings to

Principle 9
“Signatories
engage with
issuers to maintain
or enhance the
value of assets.”

discuss sustainability risks and opportunities and foster ongoing dialogue thereafter.
Given our expansive opportunity set across all three investment teams, our engagement approach remains consistent across
countries and regions; however, all engagements are driven by country-, sector-, and company-specific ESG risks that are material to
the entity. In the event we require a local perspective during the engagement process, we will solicit advice from local and regional
investment banks or third-party analysts with expertise in a particular country or continent.
The trajectory of an engagement period may differ based on the sustainability risk, the materiality of that issue, the response from
the entity, and how this information could impact our overall investment decision. The outcome may be positive if the entity is
aware of and addressing a sustainability risk, neutral if there is awareness of risk though more time is needed to execute upon a
plan, or negative if there is an unwillingness or inability to address our concerns. When engagements expose a significant downside
to sustainability risks, we will either closely monitor, reduce, or completely exit a position. For our equity teams, we may also
supplement our engagements with proxy voting by voting against management on a targeted concern.

ESG Categories Addressed
in Engagements

Engagements by Team

67

Global Fixed
Income

39

Fundamental
Equity

Environmental

Social

23

Diversified

129

Firm Total

The Global Fixed Income Team

12

Government-Related
Engaged

23

Governance

Environmental

Social

Companies
Engaged
Governance
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There are many opportunities to engage with a country within the public and private sectors. Seeking input from a diverse
set of institutional actors complements our information risk analysis of a country. Though this list is not exhaustive, we seek
engagements with the following types of entities and institutions:


Government officials, particularly treasurers and



central bankers

Supranational agencies like International Monetary Fund,
World Bank, and Institute of International Finance



Members of both the political majority and minority



Investment bankers



Cabinet members and ministers



Business leaders and corporate management teams



Non-governmental organizations



Credit ratings agencies



State-owned enterprise management teams and



We may also leverage discussions with the private sector

board members

to either help us arrange or prepare for a meeting with
government agencies

Engagement with the Australia Office of Financial Management (AOFM)
In light of our 2020 engagement, the AOFM requested a follow up meeting with the Global Fixed Income team. In a positive change
from our prior meeting, the AOFM preemptively addressed climate risk and environmental issues by sharing a slide deck dedicated
to the subject prior to the call. In 2020, it was evident that the ministry had yet to address budgetary allocations to address
substantive climate risks to the Australian economy.
Though the country itself still lacks a formal climate plan, we were encouraged that the AOFM has started to address international
investors’ inquiries regarding how physical and transition risks could impact the country’s budget and overall economic outlook.
The government would not consider a ban or moratorium on coal mining as the economy and government institutions are not yet
prepared for a just transition.
To provide context regarding the government’s position on climate change and the related risks, Australia compares itself to another
British Commonwealth, Canada, in terms of the efficacy and scope of its climate policies, and overall domestic institutional support.
The AOFM and Australian Treasury are in the preliminary stages of factoring transitions into federal budget allocations toward
renewable energy production. As of 2021, $1.6 billion AUD has been earmarked for low emissions technology development over the
next 10 to12 years. Over the last two decades, Australia has increased its reliance on renewable power generation and now accounts
for 20% of production. The Treasury and AOFM are not prepared to issue green/sustainable/SDG-linked bonds at this time; however,
their position may change when the government issues a green framework to create a path to Net Zero.

Outcome
Objective: Engage for Information | ESG Categories Covered: Environmental and Governance | Status: Ongoing

The AOFM, the Treasury, and the Reserve Bank of Australia will remain in scope as an engagement target. As a Firm, we think
it is important to highlight recurring institutional engagements to show how some of our holdings are making incremental
progress. The Global Fixed Income team maintained its exposure to Australian Government Bonds as well as sub-national
debt. We will be monitoring policy developments such as a revision to the country’s NDC and the publication of a national
climate plan. We are also working with our contacts within our collaborative engagement network to develop an investor group
dedicated to this topic. The next phase of our stewardship activities with Australia will include engagement for change.
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Engagement with Arab Petroleum Investment Corp. (APICOR)
Members of the Global Fixed Income team met with APICOR to assess its green bond framework and conduct our due
diligence before participating in the issuance of an inaugural green bond. We have been interested in how rentier states and
regions were planning to transition to a low carbon economy and how they were quantifying funding needs. As a regional
development bank funded by Middle Eastern nations, we felt that APICOR was well-placed to assess funding needs and
oversee the deployment of capital to high-impact projects. An inaugural green bond would be an important initial step
for the region to transition away from a sole reliance on hydrocarbon industries and to diversify its energy mix to include
renewable and sustainable projects such as solar and wind power generation and distribution and water desalination.

Outcome
Objective: Engage for Information | ESG Topics Covered: Environmental and Governance | Status: Ongoing

After meeting with company management, the team participated in the new issuance on behalf of portfolios and mandates
that seek exposure to sustainable debt instruments. We will continue to evaluate use of proceeds and monitor reporting to
ensure that funding is being deployed to increasing renewable and sustainable projects in the Middle East.

The Fundamental Equity Team
As a fundamental, bottom-up investor, dialogue
Environmental

with company management is a core element of the
Fundamental Equity team’s research process. We seek
to engage with companies on a regular basis to either
understand risks and opportunities, seek changes that
we believe will enhance the value of an investment,
or improve disclosure as it relates to companies’ ESG

36

Social

Companies
Engaged

efforts. We focus on issues that we believe to be
material to value of the company’s shares. While every

Governance

31
27
28

engagement is unique, key topics featured within the
team’s ESG rubric guide discussions.

Engagement with Ingredion Incorporated63
Ingredion is an agricultural supplier, and the Fundamental Equity team engaged with the company to better understand how
it defines the “sustainable sourcing” of ingredients, as well as a number of other ESG topics, including emissions tracking
and disclosure, water usage, diversity, equity, and inclusion (DEI) initiatives, supply chain transparency, and compensation.
Ingredion reviewed its comprehensive sustainable agricultural platform that also assesses supplier sustainability. Ingredion
maintains a comprehensive supplier database that tracks risk within its supply chains.
The company is a member of the Carbon Disclosure Project (CDP) and uses the Sustainability Accounting Standards Board
(SASB) materiality matrix and UN Sustainable Development Goals to help inform its work on carbon emissions; Ingredion
is not yet disclosing in alignment with TCFD recommendations. The company has also implemented tools to evaluate and
reduce water usage, a significant input to its agricultural processes.
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During the engagement, the management team advised the company would be imminently publishing its inaugural
DEI report in the next few weeks. This report, along with carbon disclosures, should set a baseline for sustainability
performance. In the future, we requested for ESG goals to be incorporated into management compensation metrics to create
accountability and align incentive and also set a net zero target. Ingredion is an example of a company that exhibits industry
leadership in certain environmental and social facets, should continue to make improvements, and with a stock price that
remains attractive to the team.

Outcome
Objective: Engage for Information | ESG Categories Covered: Environmental, Social and Governance | Status: Ongoing

The Fundamental equity team remains a shareholder and continues to view Ingredion as a leader in a sustainability-challenged
industry. We believe additional disclosure and ESG-driven compensation metrics will support our view that Ingredion is leading
agribusiness in sustainability policies and outcomes.

The Diversified Equity Team
The Diversified Equity team approaches
engagements in a slightly different way than our two
other investment teams. As previously mentioned,
the Diversified team follows a quantitative
investment process, and then uses a qualitative
ESG overlay to potentially deselect a company from
the investable universe. We typically engage with
companies once we uncover material risks during

Environmental

22

Social

Companies
Engaged

our ESG research and analysis. However, the team
also uses proxy voting results as a systematic way

Governance

17
23
23

to drive the engagement process. For this team, we
typically use proxies on executive compensation
where we voted against compensation that is
not aligned with performance. Though we often
initiate our engagements on this important governance issue, it opens the door to engagements on a wider array of ESG
initiatives. Upon meeting with the management team, we will often raise other sustainability risks and opportunities
during our constructive dialogue. These topics include TCFD disclosures, net zero commitments, and promoting diversity
and inclusion initiatives within the workforce, senior leadership, and the board of directors.

Engagement with Arrow Electronics Inc.64
The Diversified Equity team has continued to engage with Arrow Electronic, an electronics components distributor, over the
last three years, often acting as a sounding board for investor relations and the management team. The team’s proxy voting
record on Arrow Electronic shows that executive compensation remains an outstanding issue as we believe the company
must continue aligning metrics with shareholder interests. The company has taken investor feedback into account and
shareholders expect to see revised compensation policies, including amendments to clawback provisions and eliminating
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time-based stock options, in the 2021 proxy. Based upon this discussion, we also expect better ESG disclosures from the
company, including data that shows an improvement in workforce diversity, increasing access to education and training
for employees, and using SASB guidelines for reporting. Improving board diversity remained an outstanding issue that we
requested to be addressed.

Outcome
Objective: Engage for Information and change | ESG Topics Categories: Environmental, Social and Governance | Status: Ongoing

The company has ample opportunities to improve upon its executive compensation practices and sustainability disclosures. While
the Diversified Equity team has developed a strong relationship with the company after several years of engagement, the next
year will determine whether Arrow Electronic has been amenable to investor feedback on an array of ESG issues and continues to
progress from a laggard to an improver.
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Principle 10
“Signatories, where necessary, participate in collaborative engagement to
influence issuers.”

We believe in the power of collective action within the investment management industry; by acting in concert with other managers,
the aggregation of our engagements and assets under management are more influential. We also recognize the power we have as a
global investor with multiple asset classes under management. Therefore, we seek to collaborate across our investment teams when
we have overlapping holdings—regardless of where each team is invested in the capital structure.

Industry Collaboration
We have become increasingly involved in multilateral global ESG efforts, beginning in 2017, when the Firm signed the PRI’s
Statement on ESG in Credit Ratings and became a founding member of the organization’s advisory council. The opportunity to
become more involved in these global initiatives has been invaluable, giving our investment professionals access to industry peers
and their best practices, emerging sustainability themes, and to our issuers. We have also welcomed the opportunity to share our
approach to ESG research and analysis with our peers, as responsible investing is positive-sum for all collaborators.
In 2021, we joined two investor groups that will supplement our investment research: the Net Zero Asset Managers Initiative and the
Institutional Investors Group on Climate Change (IIGCC). These organizations provide industry-leading thought leadership and praxis
on how our industry should address climate change; we will use our memberships to access valuable information and resources
to enhance our research and stewardship. We also joined two notable collaborative engagements in 2021: the Eskom and Saudi
Aramco investor working groups via Climate Action 100+. Although we had direct access to these issuers as a bondholder, we felt
the magnitude of these sustainability risks warranted greater coordination with our peers.

The PRI’s Credit Rating Advisory Committee
We joined this committee as a founding member given the significant opportunity for credit ratings agencies to improve how ESG
factors are incorporated into their analyses. Along with other investment managers, we promote the adoption and transparency
of ESG factors throughout credit markets, particularly the ratings agencies. Our participation in this industry-wide working group
underscores the belief that our fundamental research—as well as the broader industry—benefits as credit ratings agencies better
account for ESG factors in their ratings so that bond prices can reflect the appropriate level of information risk.

Outcome
Status: Ongoing

Credit rating agencies have factored ESG risks in their outlooks and have even created their own factor methodologies. These
are constructive actions and Brandywine Global remains committed to working closely with these agencies via our role on the
advisory committee.
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Climate Action 100+ Collaborative Engagements
We joined Climate Action 100+ in 2020 to enhance our climate risk analysis and engagements. Over the last year, we joined two
additional collaborative engagements and an informational working group on the transportation sector. Our role in the latter group is
to supplement our informational analyses for original equipment manufacturers within or related to the industry.

Petróleos Mexicanos (Pemex)
The Global Fixed Income team remained committed to the collaborative engagement with Pemex, as we noted the significant
environmental and governance headwinds through our own analysis. As part of our contributions to the group in 2021, Brandywine
Global provided our analysis of a third-party climate risk accounting assessment of Pemex. Our major takeaways were that Pemex
suffers from a lack of innovation and is trying to focus on its core competencies. Therefore, our investor group should discuss what
the proper incentives would be for Pemex to allocate a larger portion of its planned capex to improving innovation—particularly
as it relates to efficiencies in current operations to reduce costs and emissions— leakage and also in renewables. The group used
our analysis and factored it into a plan on how to best approach topics like climate risk and operational inefficiencies with the
management team.

Outcome
Status: Ongoing

We remain committed to the working group but unilaterally reduced our exposure to Pemex across Global Fixed Income
strategies in light of growing risk, including those related to ESG weaknesses.

Saudi Aramco
We joined this Climate Action 100+ supported working group given our exposure to Saudi Aramco’s long-dated bonds and our
overall interest in how the Middle East plans to transition to a low-carbon economy. As part of our contributions to the working
group, we suggested that initial outreach to the company should include a note that Saudi Arabia’s Public Investment Fund was a
signatory of the One Planet Sovereign Wealth Fund Framework. We felt this reference would highlight governmental and industry
support for assessing transition risk, particularly given the framework’s second principle to “encourage companies to address
material climate change issues in their governance, business strategy and planning, risk management and public reporting to
promote value creation.” The group welcomed our suggestion and it was included in our collective outreach.

Outcome
Status: Ongoing

The company was unresponsive throughout the year, though Brandywine Global and the group at large remain committed to the
engagement. We continued to hold the bonds as crude oil prices remained persistently low throughout the year.
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Eskom
South Africa’s fiscal health, unemployment rate, energy consumption, and carbon emissions are tied to Eskom, the state-owned
utility. In light of these risks, we requested to join a Climate Action 100+ supported focused on this state-owned enterprise. Eskom
is heavily indebted, and we were concerned about how the utility could fund the transition away from coal-fired power generation
without becoming insolvent. We have not owned the utility’s debt expressly because of the heavy debt load. We suggested
adding an agenda item to the engagement to address transition funding needs after Eskom split into three entities to reduce the
debt burden. This topic was covered during the engagement, and we also provided our opinion on the new three-entity operating
structure. While the South African government pledged $6.5B to support the transition, the fiscal deficit remains of great concern.
As a follow up after the engagement, we were one of several investors who signed a letter to President Cyril Ramaphosa, requesting
for his government to implement a responsible way to meaningfully fund Eskom’s transition away from coal in a fiscally prudent way.

Outcome
Status: Ongoing

After the engagement, we believe there is a disconnect between investors and Eskom’s view on how it is addressing climate
risk, its reliance on coal, and its overall emissions. Significant work will need to be done over the coming years, and we support
the work of this group. We continue to monitor the fiscal health of both South Africa and Eskom, as well as its funding needs
to transition away from coal. We are evaluating how the country and the utility could explore alternate sources of funding,
particularly from developed markets.

PRI-Supported Collaborative Engagements
The Investor Policy Dialogues on Deforestation (IPDD) with Brazil and Indonesia
We joined the two IPDD groups since both countries are in the Global Fixed Income team’s investable universe, and our internal
ESG research shows they must address the environmental, social, and economic costs of deforestation—and if left unresolved—
present economic and financial risks to their economies. Collective action at the sovereign level is especially important if investors
want to enact meaningful enhancements to government policy. As part of our ongoing contributions to both groups, we have
shared our country-level ESG and macroeconomic research, opined on policies such as Indonesia’s SDG bond framework, assisted
with stakeholder mapping and engagements, and served in speaking roles in engagements with various government officials in
both Indonesia and Brazil.

Outcome
Status: Ongoing

We remain fully committed to the IPDD initiatives to ensure long-term financial viability of investments in these countries by
promoting sustainable land use and forest management and respect for human rights. In the future, we think there is ample
opportunity to also engage with the countries responsible for the importation of commodities produced on deforested land, as this
remains a key risk for global supply chains.
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Cross-Team Collaboration
With value investing as an overarching theme across Brandywine Global, there are inevitably mutual holdings across the
investment teams. Whenever possible, we coordinate stewardship across investment teams and asset classes, either to assess
ESG themes at a macro level, discuss ESG research and analysis for shared holdings, or conduct collaborative engagements for
mutually held entities—even when that ownership is in different parts of the capital structure.

Citigroup Inc.67
The Firm maintained exposure to several multinational banks, including Citigroup. Financed emissions have been an important
topic for investors to consider, and our teams wanted to understand how Citigroup views the topic and actions it plans to take to
address funding material sectors. Citigroup recognizes financed emissions are important to investors and plans disclose metrics.
Its strategy to decarbonize lending will focus first on material sectors such as utilities and energy; Citigroup will include 2026
interim emissions reduction goals in the plan. The bank will continue to roll out its decarbonization strategy to other sectors,
based on the level of materiality and overall financed emissions. Citigroup has not adopted a moratorium on lending to carbonintensive sectors such as metallurgical and thermal coal mining.

Outcome
Status: Ongoing

Our investment teams will continue to engage with large banks together and coordinate our stewardship efforts. To support
environmental and social goals, we believe that executive pay should include ESG goals with explicit metrics. We will continue to
monitor Citigroup’s progress on its stated plans to address financed emissions.
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Principle 11
“Signatories, where necessary, escalate stewardship activities to influence issuers.”

We rely on a number of escalation methods in the event a company or sovereign entity/agency has been unresponsive to our
attempts to engage, unreceptive to our feedback on sustainability risks, or failed to address/remedy risks in a timely manner. We
may employ the following escalation methods depending on the entity’s response and urgency of the risk:

Engage with Other Decision-making Bodies
When working with corporations, we may escalate our issue directly to the board of directors, corporate management team, or
general counsel, depending on which party has been unresponsive.
Regarding sovereign engagements, we may initiate contact with other influential government agencies that may be interested in
discussing ESG risks and opportunities. We may also work with relevant third parties such as the World Bank or investment banks
underwriting government new issuance to either discuss these risks or broker a meeting with the relevant government agencies.

Seek Collaboration
We may look to our industry memberships, including the PRI and Climate Action 100+, to solicit feedback from our existing
collaborations or join working groups designed to collectively address an unresolved issue.

Exercise Proxy Voting
For positions where we are a shareholder, we will address any unresolved matters through our proxy vote, either against
management or by supporting a relevant shareholder proposal.

Divest
In the event the unresolved issue poses an even greater risk to our fiduciary obligations and investment objectives, we will divest the
position with the intent of preserving liquidity and avoiding a forced sale.

Outcome
Status: Ongoing

The Global Fixed Income team broadly reduced exposure to Pemex in light of several rising risks, including environmental and
safety issues, continued inefficiencies, and high turnover at the executive level. Strategies with environmentally and socially
focused portfolio management divested from Pemex and the SOE remained ineligible for purchase due to sustainability risk
factors and the outcome of our collaborative engagement participation.
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Proxy Voting72

Principle 12

When voting proxies, our goal is to act prudently and solely in the best economic interest

“Signatories
actively
exercise their
rights and
responsibilities.”

of our clients, for whom we are voting on their behalf. The manner in which we vote is
consistent with efforts to maximize shareholder value. Furthermore, it is our responsibility
to exercise active ownership through proxy voting to support practical corporate
governance, sound ESG policies and practices, communicate our views to companies, and
promote change. In cases where we believe management has not taken sufficient efforts
to address material environmental or social risks, we may choose to support shareholder
proposals aimed at enhancing shareholder value or risk mitigation in alignment with our
fiduciary principles. To promote transparency, our Proxy Voting Policy is publicly available.

Steps of Proxy Voting:

1

2
We use Glass Lewis to provide additional context,
research, and thought leadership around voting; since
we adhere to our own proxy policy, we do not always
vote in line with its recommendations.

Acting as a fiduciary, our goal in voting proxies is to
act prudently and solely in the best economic interest
of our clients.

4

3

We view proxy reviews and voting as an important
way to discover governance risks and opportunities.
Where we see meaningful risk factors, we will reach
out to management, evaluate their responses, and
judge whether the risk/opportunity is accurately
reflected in the price.

We consider environmental, social, and governance
issues that may impact the value of the investment,
either through introducing opportunity or by creating
risk to the value.

2021 Voting Results
We exercised 100% of our eligible voting rights in 2021, participating in 109,244 resolutions. The table below provides additional
details on how we voted for and against management and our proxy service provider, Glass Lewis.

Action Taken

Number of Votes

Percentage of Votes

Votes against Management

5,758

5%

Votes for Management

102,697

94%

Votes against Proxy Provider Recommendation

971

1%

Votes for Proxy Provider Recommendation

108,203

99%

Our complete 2021 proxy voting record is published online.
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Example of a Vote Against Proxy Provider Recommendation
While the majority of our votes were in line with our proxy provider, it is important to provide an example of when we vote against
the third-party recommendation. Both the Diversified and Fundamental Equity teams voted for a racial equity audit to be conducted
at Wells Fargo, whereas Glass Lewis recommended against it under the premise that the bank was undergoing a third-party human
rights impact assessment during the year. In our opinion, the proposal for an audit seemed reasonable and cost-effective for a
company of its size and would help identify and mitigate potentially significant business, legal, and reputational risks. Given the
purported discriminatory and racially biased hiring and lending practices, we believe Wells Fargo would have benefitted from an
impartial third-party audit by thoroughly and objectively assessing and revising its policies, practices, and products.

Example of a Vote Against Management and Proxy Provider Recommendation
The Fundamental Equity team opposed the compensation of two Viatris executives. The agreement provided that these executives
would receive a severance payment equal to three times the sum of base salaries at the time of termination and the greater of the
target bonus or highest bonus paid under the Executive Chair agreement through such date, a prorated annual bonus for the year
of termination, accelerated vesting of equity awards held at the time of termination, and continued benefits for a three-year period.
Given the payment structure and details, we voted against the packages.

Pre-declaration of Voting Intentions
For the first time ever, we also predeclared voting intentions on the PRI Collaboration Platform. We opted to provide this level of
transparency after reviewing feedback from our clients and via our 2020 PRI assessment. We predeclared voting intentions for the
following companies and ESG issues:

Bunge
Adopt Supply Chain Deforestation Policy

First Solar
Report on Steps to Address Board Diversity

Phillips 66
Adopt GHG Reduction Targets
Report on Corporate Climate Lobbying in Line with Paris Agreement

Caterpillar
Report on Climate Policy
Report on Diversity and Inclusion Efforts

Davita
Political Contributions
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In 2021, the majority of proxy votes were focused on decisions regarding boards of directors, as shown in this pie chart:
Proxy Votes Cast by Category

█ Board of Directors

78,862

█ Executive Compensation

10,332

█ Independent Auditors

8,377

█ ESG Issues

4,828

█ Miscellaneous

4,207

█ Decision on Shares
█ Transactions

1,533
856

We are evaluating new proxy service providers, and in 2022, our proxy voting reporting and categorizations are expected to change
according to new classifications. Shareholder proposals were captured in the “ESG Issues” category . The breakdown of our votes on
ESG-related shareholder proposals are featured in this chart.
Votes on Shareholder Proposals by ESG Topic

All other
categories

All other
categories

BRANDYWINEGLOBAL.COM

█
█
█
█
█
█
█
█
█
█
█
█
█
█
█
█
█
█
█
█
█
█
█
█
█

S/H Proposal - Corporate Governance
S/H Proposal - Political/Government
S/H Proposal - Establish Independent Chairman
S/H Proposal - Environmental
S/H Proposal - Proxy Process/Statement
S/H Proposal - Create a Non-Discriminatory Sexual Orientation Policy
S/H Proposal - Human Rights Related
S/H Proposal - Report/Reduce Greenhouse Gas Emissions
S/H Proposal - Shareholders be Given Access to Proxy
S/H Proposal - Executive Compensation
S/H Proposal - Gender Pay Gap
S/H Proposal - Health Issues
S/H Proposal - Military/Weapons
S/H Proposal - Change Compensation Structure
S/H Proposal - Create Threshold as to Number of Shares Held to be Director
S/H Proposal - Gender Pay Equality
S/H Proposal - Board Independence
S/H Proposal - Report on EEO
S/H Proposal - Add Women & Minorities to Board
S/H Proposal - Separate Chairman/Coe
S/H Proposal - Election of Directors By Majority Vote
S/H Proposal - Declassify Board
Ratify Shareholder Rights Plan
S/H Proposal - Eliminate Supermajority Vote
S/H Proposal - Report on Executive Compensation

2,285
644
377
254
230
212
156
114
99
75
62
53
40
38
27
25
24
14
13
12
17
10
9
1
1
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Appendix

Stewardship Report

Review and Assurance
Brandywine Global’s stewardship and responsible investment commitments are governed by the following policies and procedures:


ESG Integration and Engagement Policy Statement



ESG Engagement Policy Statement for Sovereigns



Proxy Voting Policy



Conflicts of Interest Policy



2021 Proxy Voting Record

ESG Integration and Engagement Policy Statement
Environmental, social, and governance factors are fully integrated into the majority of the investment teams’ research and decision
making. We believe this holistic approach to assessing risk and opportunity enhances our investment process. Investment activities
are specific to each of the investment teams across sovereign bonds, credit, and equities and each team employs an approach that
is best suited to the asset classes they manage and corresponds with their philosophy and process. Accordingly, each individual
research process, including the ESG component, is designed to reflect the respective team’s overall approach.

ESG Engagement Policy Statement for Sovereigns
Our Sovereign Engagement Policy provides clients and consultants with additional transparency into our country-level engagement
process. Our engagement program is designed to enhance our country information risk assessments and advocate for change. We
believe that sovereign engagements play a crucial role in how we evaluate information risk and therefore use these opportunities to
enhance our country-level research. Our sovereign ESG framework emphasizes governance as a predominant factor, as government
policymaking and effectiveness generally influences both social and environmental factors. Furthermore, governance drives longterm change within a country—including bond and currency valuations—which aligns with our longer-term investment horizon.

The Proxy Voting Policy
Brandywine Global shall vote proxies for each client account for which the client: has specifically authorized Brandywine Global to
vote proxies in the applicable investment management agreement or other written instrument; or without specifically authorizing
Brandywine Global to vote proxies, has granted general investment discretion to Brandywine Global in the applicable investment
management agreement. Also, Brandywine Global shall vote proxies for any employee benefit plan client subject to the Employee
Retirement Income Security Act of 1974, as amended (“ERISA”), unless the investment management agreement specifically reserves
the responsibility for voting proxies to the plan trustees or other named fiduciary. At or prior to inception of each client account,
Brandywine Global shall determine whether it has proxy voting authority over such account.
In exercising discretion to vote proxies for securities held in client accounts, Brandywine Global is guided by general fiduciary
principles. Brandywine Global’s goal in voting proxies is to act prudently and solely in the best economic interest of its clients for
which it is voting proxies. In furtherance of such goal, Brandywine Global will vote proxies in a manner that Brandywine Global
believes will be consistent with efforts to maximize shareholder values. Brandywine Global does not exercise its proxy voting
discretion to further policy, political, or other issues that have no connection to enhancing the economic value of the client’s
investment but will consider environmental, social, and governance issues that may impact the value of the investment, either
through introducing opportunity or by creating risk to the value.
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Appendix

Conflicts of Interest
Brandywine Global maintains a Conflicts of Interest Policy (“Policy”) to ensure that clients’ interests are put first. The Policy seeks to
identify the more significant conflicts of interest that may exist from time to time in the course of Brandywine Global’s investment
management activities but is not intended to identify all actual or potential conflicts of interest.
Conflicts of interest related to the stewardship responsibilities of proxy voting and engagement are covered in the Policy. Brandywine
Global’s goal in voting proxies is to act prudently and solely in the best economic interest of its clients for which it is voting on their
behalf. The Proxy Voting Policies and Procedures outline the general principles for voting and include procedures for addressing
material conflicts of interest. If it is determined by the Investment Committee that a conflict of interest is material, the Investment
Committee shall determine an appropriate method or combination of methods to resolve such conflict of interest before the proxy
affected by the conflict of interest is voted by Brandywine Global.
Engagements are an integral part of our investment process as we use engagement interactions to better inform our investment
decisions, address existing or potential economic and business risks, promote added value within companies and countries, or avoid
investments that pose an unacceptable level of risk. Conflicts of interest that may arise over the course of the engagement process
are covered by the Policy. In terms of corporate investments, we carry out engagements with companies where there may be a
conflict of interest, namely where the company or sovereign entity also represents a client relationship. In the circumstance that an
issue develops with the engagement, it will be escalated to the Investment Committee and General Counsel & Chief Compliance
Officer to determine the appropriate response and action.

Reporting Standards
The content of this report was written to adhere to the U.K. Stewardship Code, Japan Stewardship Code, and Singapore
Stewardship Principles.

Assurance
This report was produced internally and verified by members of our Executive Board, Investment Committee, Global Management
Committee, Legal and Compliance, the Global Fixed Income team, the Fundamental Equity team, and the Diversified Equity team.
The data and information cited in this report is as of December 31, 2021.
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2021 Engagement Reporting for Sovereign Issuers and Listed Corporate Equities
and Credit
Global Fixed Income Issuers
January 1, 2021 to December 31, 2021

Date

Engagement
Entity

Fixed Income
Instrument

E

S

G

1/4/2021

GM

Corporate

E

S

G

1/14/2021

Indonesian Embassy of the Netherlands

Sovereign

E

S

1/19/2021

NGOs: Climate Policy Initiative and
Instituto Social Ambiental

Sovereign
Corporate

E

S

1/29/2021

Vice President of Brazil
Hamilton Mourao

Sovereign

E

S

2/9/2021

Orsted

Corporate

E

S

G

2/9/2021

Goldman Sachs

Corporate

E

S

G

2/10/2021

JP Morgan

Sovereign
Corporate

E

S

G

2/24/2021

Citi

Sovereign
Corporate

E

S

G

2/24/2021

ANZ

Sovereign

E

S

G

2/26/2021

Policy expert for Brazil
stakeholder mapping

Sovereign
Corporate

E

S

G

3/1/2021

World Bank

Sovereign

E

S

G

3/4/2021

Toyota

Corporate

E

S

3/5/2021

National Treasury of Brazil

Sovereign

E

S

3/5/2021

New Residential Investment Corp. (NRZ)

Structured Credit

E

S

G

3/24/2021

HUN

Corporate

E

S

G

3/31/2021

World Wildlife Federation

Sovereign

E

S

4/9/2021

US Ambassador to Brazil, Todd
Chapman

Sovereign
Corporate

E

S

G

4/12/2021

Climate Principals

Sovereign

E

S

G

4/23/2021

BACEN

Sovereign
Corporate

E

S

G

4/36/2021

US Treasury Attache for LatAm

Sovereign
Corporate

E

S

G

4/29/2021

Engine 1 and XOM

Corporate

E

S

G

4/30/2021

World Bank

Sovereign

E

S

G

4/30/2021

HSBC

Sovereign
Corporate

E

S

G

5/10/2021

Earth Innovation

Sovereign

E

S

G

World Wildlife Federation

Sovereign

E

S

5/26/2021

Verizon

Corporate

E

S

G

5/27/2021

BKPM

Sovereign

E

S

G

6/7/2021

Brazil Minister of Infrastructure

Sovereign
Corporate

E

S

G
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Global Fixed Income Issuers
January 1, 2021 to December 31, 2021

Date

Engagement
Entity

Fixed Income Instrument

E

S

G

6/11/2021

AES

Corporate

E

S

G

6/11/2021

SierraCol

Corporate

E

S

6/16/2021

Pemex

Corporate

E

S

G

6/21/2021

Para State Secretary Environment
and Sustainability: Jose Mauro de
Lima O'de Almeida

Sovereign

E

S

G

7/7/2021

Packard Foundation (NGO)

Sovereign

E

S

7/12/2021

Australia AOFM

Sovereign

E

S

G

7/14/2021

Bappenas

Sovereign

E

S

G

8/19/2021

ANZ

Sovereign

E

S

G

9/8/2021

Republic of Indonesia (Ministry of
Finance, Bank Indonesia, Bappenas)

Sovereign

E

S

G

9/17/2021

HSBC

Sovereign

E

S

G

9/23/2021

APICOR Green Oasis Roadshow

Corporate

E

S

G

10/7/2021

World Bank

Supra

E

S

G

10/15/2021

Micron

Corporate

E

S

G

10/25/2021

Rio Smart Lighting
Goldman Sachs

Corporate

E

S

11/17/2021

Decade of Progress

11/24/2021

Norway Rainforest Foundation

Sovereign
Corporate

E

S

G

12/10/2022

TFA

Sovereign

E

S

G

12/14/2021

Eskom

Sovereign (quasi)

E

S

G

12/15/2021

Citi

Corporate

E

S

G
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Fundamental Equity Companies
January 1, 2021 to December 31, 2021

Date

Name

Sector

Industry

1/5/2021

CVS Health Corporation

Health Care

1/6/2021

CVS Health Corporation

Health Care

3/8/2021
3/16/2021
3/19/2021
3/23/2021

Huntsman Corporation
Alfa Laval AB
Tyson Foods, Inc. Class A
Inchcape plc

3/23/2021
3/29/2021

Newmont Corporation
Canadian National Railway
Company
Central Pacific Financial Corp.

Materials
Industrial
Consumer Staples
Consumer
Discretionary
Materials
Industrials

Health Care Providers &
Services
Health Care Providers &
Services
Chemicals
Industrial Machinery
Food Products
Auto Parts

4/21/2021
4/21/2021
4/27/2021
5/5/2021
5/18/2021
6/16/2021

Textron Inc.
Manitowoc Company, Inc.
New York Community
Bancorp, Inc.
Pfizer Inc.
Ulta Beauty Inc

6/18/2021

Sanwa Holdings Corporation

6/30/2021

Vontier Corp

7/8/2021
7/28/2021

Jazz Pharmaceuticals Public
Limited Company
Gruma SAB de CV Class B

8/6/2021

Compass Group PLC

8/13/2021

DXC Technology Co.

8/23/2021

10/4/2021
10/7/2021

Annaly Capital Management,
Inc.
Ingredion Incorporated
Compagnie de Saint-Gobain
SA
Popular, Inc.
Teradyne, Inc.

10/13/2021

AerCap Holdings NV

10/22/2021
10/27/2021
11/5/2021

Alcoa Corporation
UGI Corporation
Marvell Technology, Inc.

11/5/2021
11/8/2021

Kroger Co.
MTY Food Group Inc.

11/8/2021

Barratt Developments PLC

11/16/2021
11/30/2021

Manitowoc Company, Inc.
Meta Platforms Inc. Class A

8/24/2021
9/14/2021

BRANDYWINEGLOBAL.COM

Metals & Mining
Road & Rail

E

E
E

S

G

S

G

S

G

S
S
S

E
E
E

S
S

G
G
G

Financials

Banks

Industrials
Industrials
Financials

Aerospace & Defense
Machinery
Thrifts & Mortgage Finance

E
E

Health Care
Consumer
Discretionary
Industrial

Pharmaceuticals
Specialty Retail

E
E

Information
Technology
Health Care

Electronic Equipment
Instruments & Components
Pharmaceuticals

E

S

G

E

S

G

Consumer NonDurables
Consumer Services

Food: Specialty/Candy

E

S

Restaurants

E

S

Information
Technology
Financials

IT Services

Consumer Staples
Industrials
Financials
Information
Technology
Industrials
Materials
NA
Information
Technology
Consumer Staples
Consumer
Discretionary
Consumer
Discretionary
Industrials
Communication
Services

G
S
S
S

G

S
S

G
G

Building Products

G

G

G
G

Mortgage Real Estate
Investment Trusts (REITs)
Food Products
Building Products

E

S

E
E

S
S

G
G

Banks
Semiconductors &
Semiconductor Equipment
Trading Companies &
Distributors
Metals & Mining
Gas Utilities
Semiconductors &
Semiconductor Equipment
Food & Staples Retailing
Hotels Restaurants & Leisure

E
E

S

G

E
E
E

S
S

G
G
G

E
E

S
S

G
G

NA

E

Machinery
Interactive Media & Services

E

E

G

S
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Fundamental Equity Companies
January 1, 2021 to December 31, 2021

Date

Name

Sector

Industry

E

12/9/2021
12/16/2021
12/17/2021

BP p.l.c. Sponsored ADR
Citigroup Inc.
Juniper Networks, Inc.

Oil Gas & Consumable Fuels
Banks
Communications Equipment

E
E
E

12/27/2021

D.R. Horton, Inc.

Energy
Financials
Information
Technology
Consumer
Discretionary

Household Durables

E

S

G

S

G
G
G

Diversified Equity Companies
January 1, 2021 to December 31, 2021

Date

Ticker

E

S

G

1/4/2021
1/7/2021
1/13/2021
1/26/2021
1/29/2021
2/4/2021
2/5/2021
2/5/2021
2/8/2021
2/9/2021
2/26/2021
3/23/2021
3/24/2021
4/21/2021
4/29/2021
5/4/2021
5/5/2021
5/18/2021
5/19/2021
5/26/2021
9/29/2021
11/4/2021
11/5/2021
11/5/2021
12/15/2021
1/4/2021
1/7/2021
1/13/2021

GM
EBAY
DISCA
ORCL
SFNC
OPD
PPBI
SSB
ARW
UTHR
WSM
FBC
HUN
TXT
XOM
OMF
NYCB
PFE
SKX
VZ
ARW
CB
Kroger
Marvell
ESNT
GM
EBAY
DISCA

E
E

S
S
S
S
S
S
S
S
S
S
S
S
S
S
S
S
S
S
S
S
S
S
S
S
S
S
S
S

G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
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Published ESG Research
Building an ESG Framework for Structured Credit Investing
Along the ESG Path: Environmental Issues Ahead
ESG Momentum Propels Corporate Credit
2022 ESG Outlook: Reaching Critical Mass
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1

Principle 1 of the U.K. Stewardship Code

2

Principle 2 of the U.K. Stewardship Code

48

Principle 2 of the Japan Stewardship Code

Scale of scoring is from 0-10, with 10 as the highest possible score. Company
scoring is derived using raw scores from MSCI; sovereign scoring is derived Verisk
Maplecroft indices.

3
4

49

Principle 4 of the Singapore Stewardship Principles

Principle 7 of the U.K. Stewardship Code

50

5

Principle 3 of the U.K. Stewardship Code

Principle 1 of the Japan Stewardship Code

51

6

Principle 4 of the U.K. Stewardship Code

Principle 3 of the Japan Stewardship Code

52

7

Principle 5 of the U.K. Stewardship Code

Principle 7 of the Japan Stewardship Code

53

8

Principle 6 of the U.K. Stewardship Code

Principle 1 of the Singapore Stewardship Principles

54

9

Principle 6 of the Japan Stewardship Code

Principle 3 of the Singapore Stewardship Principles

55

10

Principle 6 of the Singapore Stewardship Principles

11

Principle 7 of the U.K. Stewardship Code

12

Principle 1 of the Japan Stewardship Code

Peer groups are determined by first evaluating 190 countries based on an ESG
score, and then creating quintiles using the scale for the entire universe (0-10, worstbest score). Quintiles run from A-E, with countries in quintile A considered top-rated
from an ESG perspective.

56

13

Principle 3 of the Japan Stewardship Code

14

Principle 7 of the Japan Stewardship Code

The information provided should not be considered a recommendation to purchase
or sell a particular security. It should not be assumed that any of the securities
discussed were or will prove to be profitable.

Principle 1 of the Singapore Stewardship Principles

57

15
16

Principle 3 of the Singapore Stewardship Principles

The information provided should not be considered a recommendation to purchase
or sell a particular security. It should not be assumed that any of the securities
discussed were or will prove to be profitable.

17

Principle 8 of the U.K. Stewardship Code

58

18

Principle 9 of the U.K. Stewardship Code

The information provided should not be considered a recommendation to purchase
or sell a particular security. It should not be assumed that any of the securities
discussed were or will prove to be profitable.

19

Principle 4 of the Japan Stewardship Code

59

Principle 8 of the U.K. Stewardship Code

20

Principle 2 of the Singapore Stewardship Principles

60

Principle 9 of the U.K. Stewardship Code

21

Principle 10 of the U.K. Stewardship Code

61

Principle 4 of the Japan Stewardship Code

22

Principle 7 of the Singapore Stewardship Principles

62

Principle 2 of the Singapore Stewardship Principles

23

Principle 11 of the U.K. Stewardship Code

63

24

Principle 12 of the U.K. Stewardship Code

25

Principle 5 of the Japan Stewardship Code

The information provided should not be considered a recommendation to purchase
or sell a particular security. It should not be assumed that any of the securities
discussed were or will prove to be profitable.

64

26

Principle 5 of the Singapore Stewardship Principles

27

We use 2016 as a baseline year for formalizing our commitment to ESG integration
and stewardship by becoming a signatory of the PRI.

The information provided should not be considered a recommendation to purchase
or sell a particular security. It should not be assumed that any of the securities
discussed were or will prove to be profitable.

65

Principle 10 of the U.K. Stewardship Code
Principle 7 of the Singapore Stewardship Principles

28

Source: Climate Bond Initiative: https://www.climatebonds.net/market/data

66

29

Number of engagements includes more than one engagement with the same entity.

67

30

Includes engagement work done sovereigns, quasi-sovereigns, state-owned
enterprises, and supranational agencies.

The information provided should not be considered a recommendation to purchase
or sell a particular security. It should not be assumed that any of the securities
discussed were or will prove to be profitable.

31

Upon request, we will share our 2021 PRI Assessment Report in light of the revised
methodology and scale. We will make the 2022 transparency and assessment
reports available upon completion in 2023.

68

Principle 11 of the U.K. Stewardship Code

69

Principle 12 of the U.K. Stewardship Code

70

Principle 5 of the Japan Stewardship Code

71

Principle 5 of the Singapore Stewardship Principles

72

Full disclosure of our complete 2021 voting activity is available online.

32

Principle 1 of the U.K. Stewardship Code

33

Brandywine Global gross-of-fees performance is as of December 31, 2021, and is
measured over 3-, 5-, 7-, and 10-year periods and since inception.

34

Principle 2 of the U.K. Stewardship Code

35

Principle 2 of the Japan Stewardship Code

36

Principle 4 of the Singapore Stewardship Principles

37

Principle 3 of the U.K. Stewardship Code

38

Principle 4 of the U.K. Stewardship Code

39

Principle 5 of the U.K. Stewardship Code

40

We receive feedback from the PRI via our assessment report.

41

Principle 6 of the U.K. Stewardship Code

42

Principle 6 of the Japan Stewardship Code

43

Principle 6 of the Singapore Stewardship Principles

44

Principles 6-8 of the U.K. Stewardship Code

45

Assets under management are reported in U.S. dollars.

46

Assets under management are reported as of December 31, 2021

47

Quantitative portfolio ESG scores are derived from a combination of external data
provided by third parties and internal methodologies, including sector weightings
based on materiality. Investment teams also factor in fundamental, qualitative ESG
analysis and categorization.

Brandywine Global Investment Management, LLC
1735 Market Street
Suite 1800
Philadelphia, PA 19103
BRANDYWINEGLOBAL.COM
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Franklin Templeton Disclosure:
This material is intended to be of general interest only and should not be construed as individual investment advice or a recommendation or solicitation to buy, sell or hold any security or to
adopt any investment strategy. It does not constitute legal or tax advice. This material may not be reproduced, distributed or published without prior written permission from Franklin Templeton.
Franklin Templeton has certain environmental, sustainability and governance (ESG) goals or capabilities; however, not all strategies are managed to “ESG” oriented objectives. The views
expressed are those of the investment manager and the comments, opinions and analyses are rendered as at publication date and may change without notice. The underlying assumptions and
these views are subject to change based on market and other conditions and may differ from other portfolio managers or of the firm as a whole. The information provided in this material is not
intended as a complete analysis of every material fact regarding any country, region or market. There is no assurance that any prediction, projection or forecast on the economy, stock market,
bond market or the economic trends of the markets will be realized. The value of investments and the income from them can go down as well as up and you may not get back the full amount
that you invested. Past performance is not necessarily indicative nor a guarantee of future performance. All investments involve risks, including possible loss of principal.
Any research and analysis contained in this material has been procured by Franklin Templeton or its affiliated companies for its own purposes. Data from third-party sources may have been
used in the preparation of this material and Franklin Templeton (“FT”) has not independently verified, validated or audited such data. Although information has been obtained from sources
that Franklin Templeton believes to be reliable, no guarantee can be given as to its accuracy and such information may be incomplete or condensed and may be subject to change at any
time without notice. The mention of any individual securities should neither constitute nor be construed as a recommendation to purchase, hold or sell any securities, and the information
provided regarding such individual securities (if any) is not a sufficient basis upon which to make an investment decision. FT accepts no liability whatsoever for any loss arising from use of this
information and reliance upon the comments, opinions and analyses in the material is at the sole discretion of the user.
Products, services and information may not be available in all jurisdictions and are offered outside the U.S. by other FT affiliates and/or their distributors as local laws and regulation permits.
Please consult your own financial professional or Franklin Templeton institutional contact for further information on availability of products and services in your jurisdiction.
Issued in the U.S. by Franklin Distributors, LLC, One Franklin Parkway, San Mateo, California 94403-1906, (800) DIAL BEN/342-5236, franklintempleton.com - Franklin Distributors, LLC,
member FINRA/SIPC, is the principal distributor of Franklin Templeton U.S. registered products, which are not FDIC insured; may lose value; and are not bank guaranteed and are available
only in jurisdictions where an offer or solicitation of such products is permitted under applicable laws and regulation.
Canada: Issued by Franklin Templeton Investments Corp., 200 King Street West, Suite 1500 Toronto, ON, M5H3T4, Fax: (416) 364-1163, (800) 387-0830, www.franklintempleton.ca
Offshore Americas: In the U.S., this publication is made available only to financial intermediaries by Franklin Distributors, LLC, member FINRA/SIPC, 100 Fountain Parkway, St. Petersburg,
Florida 33716. Tel: (800) 239-3894 (USA Toll-Free), (877) 389-0076 (Canada Toll-Free), and Fax: (727) 299-8736. Investments are not FDIC insured; may lose value; and are not bank
guaranteed. Distribution outside the U.S. may be made by Franklin Templeton International Services, S.à r.l. (FTIS) or other sub-distributors, intermediaries, dealers or professional investors
that have been engaged by FTIS to distribute shares of Franklin Templeton funds in certain jurisdictions. This is not an offer to sell or a solicitation of an offer to purchase securities in any
jurisdiction where it would be illegal to do so.
Issued in Europe by: Franklin Templeton International Services S.à r.l. – Supervised by the Commission de Surveillance du Secteur Financier - 8A, rue Albert Borschette, L-1246 Luxembourg.
Tel: +352-46 66 67-1 Fax: +352-46 66 76. Poland: Issued by Templeton Asset Management (Poland) TFI S.A.; Rondo ONZ 1; 00-124 Warsaw. South Africa: Issued by Franklin Templeton
Investments SA (PTY) Ltd, which is an authorised Financial Services Provider. Tel: +27 (21) 831 7400 Fax: +27 (21) 831 7422. Switzerland: Issued by Franklin Templeton Switzerland Ltd,
Stockerstrasse 38, CH-8002 Zurich. United Arab Emirates: Issued by Franklin Templeton Investments (ME) Limited, authorized and regulated by the Dubai Financial Services Authority.
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