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Foreword

We undoubtedly faced extraordinary challenges in 2020, though we 
were certainly not alone in navigating through an array of complexities. 
Four black swan events have unfolded during my career at Brandywine 
Global, and the aftermath of each episode has yielded profound 
changes across economies, policymaking, capital markets, investor 
behavior, and our Firm. Take the global financial crisis (GFC), for 
example, which has affected everything from consumer behavior to 
monetary policy. These rare events also have a way of attracting heavy 
scrutiny to risks that seemed to be generally accepted at face value, 
like the quality of underlying collateral of structured credit instruments 
or bank balance sheets—once again borrowing examples from the 
GFC. The policy forebears of the GFC helped prevent another financial 
crisis in 2020, though the pandemic exposed another set of systemic 
problems with deep societal roots. 

ESG RISKS ABOUND

Much has come to light as a result of the pandemic, including the sharpened focus on 
persistent global issues such as income inequality, access to healthcare infrastructure, 
the scope of government entitlement programs, and supply chain efficiency. We have 
assessed these factors for years, though they rose to prominence in our risk analysis 
and portfolio management across all investment teams in 2020. Understanding 
environmental, social, and governance (ESG) risks has been critical to our investment process. Thinking about how 
to address these ESG risks and ultimately improve along these factors are essential to our collective success. 

THE NEED FOR COLLECTIVE ACTION 

When life as we previously knew it grinded to a halt in 2020, one of the scant positive by-products of our 
isolationism was the brief decline in global greenhouse gas emissions. As global operations across every sector 
resume, the reprieve in emissions will have been brief, and the inequalities will remain. Without prescriptive 
policy and sensible financing, the chasm within income equality will continue to grow within civil society, 
and amongst developed and emerging economies. Climate risks will only exacerbate these inequities. As the 
aftermath of the pandemic continues to play out in real time, we are watching traditional institutions such as the 
Bank of England—and more recently the U.S. Federal Reserve—considering systemic risks related to climate 
change, a response that would have been deemed unusual in the not-too-distant past.

While ESG research and analysis were gaining significant traction prior to the pandemic, this black swan event 
emphasized just how deep those latent risks run and why these factors should be part of every manager’s 
investment process. Our inaugural Stewardship Report is meant to provide full transparency into how we think 
about and account for ESG risks and opportunities in our investment process.  
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New Partnerships

The Franklin Templeton acquisition of Legg Mason went through as planned in 2020, despite 
the pandemic-induced deceleration in transactional activity. In the short amount of time since 
the acquisition, Brandywine Global and the other specialist investment managers are already 
in a position of strength when it comes to cultivating our respective ESG programs. As part of 
Franklin Templeton, Brandywine Global preserves our distinctive, pragmatic approach to ESG 
integration with the support and resources from one of the world’s largest asset managers. 
This level of support will be welcomed as we deploy the tools necessary to provide insight and 
transparency into our ESG integration and stewardship activities. Our inaugural stewardship 
report is an important step in sharing this information. 

INFRASTRUCTURE DEVELOPMENT  

Infrastructure investment has been part of the macroeconomic dialogue over the 
last year; these expenditures have been top of mind for us at Brandywine Global, 
too. We see tremendous growth in our responsible investing capabilities, and 
in order to support our projections, we must shore up our own infrastructure. 
Technology—including a pipeline to robust ESG data and advanced analytical 
tools—is vital to fulfilling our responsible investment and stewardship 
commitments. In the fourth quarter of 2020, we devised a sweeping plan to 
invest in the necessary technology to advance our ESG integration. Our plans for 
development are well underway and include building a proprietary ESG dashboard 
that empowers our investment teams to analyze sustainability factors from 
various facets, from a granular individual-issuer level to a broad, thematic portfolio 
overview. Our ESG dashboard will serve all of our investment teams and provide a 
consistent framework across all asset classes. 

THE SPIRIT OF TRANSPARENCY 

In addition to a portfolio management tool, the ESG dashboard will serve as a reporting hub that ultimately 
provides clients, consultants, and regulators with crucial transparency into how we integrate sustainability risks 
and opportunities into our investment processes. Our ESG program is bolstered by sharing our progress with 
key stakeholders and reporting according to the highest global standards, which we believe currently emanate 
from Europe and the Asia Pacific regions. As we account for our diverse, global relationships, we will continue to 
unequivocally articulate our stewardship efforts on an annual basis.  

Adam Spector
Managing Partner at Brandywine Global 

Technology—
including a 
pipeline to 
robust ESG data 
and advanced 
analytical tools—
is vital to fulfilling 
our responsible 
investment and 
stewardship 
commitments. 

““
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Collaboration during Isolation  

Aligning to the U.K. and Japan 
Stewardship Codes

Paradoxically, we gained unprecedented access to a variety of global stakeholders while 
working remotely during the pandemic. During this period of prolonged isolation, we 
sought to increase connectivity with our clients and consultants, government officials 
and agencies, corporate management teams, investor groups, and our new parent 
organization, Franklin Templeton. As the oft-cited African proverb reminds us, “If you want 
to go fast, go alone. If you want to go far, go together.” This maxim rings especially true 
for the global consortium focused on responsible investment as we will have a far greater 
impact working together rather than narrowly focusing on our own efforts. In order to 
ensure our responsible investment capabilities profoundly affect government and corporate 
behavior, we must solicit and implement feedback from our trusted partners. 

Therefore, these interactions have been essential in contextualizing the past, present, and 
future of our stewardship efforts. More importantly, the pipeline to these relationships offered reciprocity, whereby 
we provided full transparency into our ESG integration and active ownership while gaining valuable feedback on 
our process. We have since used these insights to evolve our approach to responsible investment. In 2020, we 
focused on rolling out the following initiatives to deliver greater value and better transparency into our ESG program: 
engagement reporting for all investment teams, collective action across our investment teams, a sovereign 
engagement framework, climate risk assessments, and participation in industry-wide collaborative engagements. 

Our 2020 Stewardship Report provides greater detail into these initiatives undertaken throughout the year. Since our 
investments span multiple asset classes, our report demonstrates a cohesive approach to stewardship across three 
independently managed teams while respecting the autonomy of each process. Without further ado, I’m pleased 
to share our first report. Thank you for the tremendous interest and support in Brandywine Global’s approach to 
responsible investment. 

Reina Berlien
Head of ESG

We believe in adhering to the most rigorous responsible investing standards available, which is why 
Brandywine Global chose to align our stewardship reporting to the commitments outlined in the 
U.K. 2020 Stewardship Code1 and the Japan Stewardship2 Codes. Together, the 20 commitments 
expounded upon in both stewardship codes are complementary and provide credible guidance with 
respect to responsible investment and our fiduciary obligations to our clients. Our stewardship report 
addresses each commitment under these four sections: purpose and governance, investment approach, 
engagement, exercising rights and responsibilities, and the appendix. 

If you want 
to go fast, go 
alone. If you 
want to go far, 
go together.

““
African Proverb
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Stewardship Highlights

$64.97B
AUM covered by ESG 
integration
As of 12/31/20

127
Engagements

3
Structured 
engagement 
programs

80
Companies 
engaged

7,341
Votes against 
director 
resolutions

17
Countries 
engaged

5,888
Shareholder 
resolutions 
supported

HIGHLIGHTS

Sovereign 
Engagement 
Framework

Engagement 
reporting across all 
investment teams

Supported Japan 
Stewardship Code

Joined Climate 
Action 100+

MEMBERSHIPS

2016 2019 2020

Principles for Responsible 
Investment (PRI)

Taskforce on              
Climate-related Financial 

Disclosures

Climate Action 100+

Japan Stewardship Code

PRI Ratings 
History

Strategy and 
Governance Listed Equity 

Listed Equity 
Active 

Ownership
Fixed Income 

SSA

Fixed Income 
Corporate 
Financial

Fixed Income 
Corporate 

Non-
Financial

2020 A A A A A A

2019 A A A A A A

2018 A A B B C B
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Purpose and Governance  

OUR PURPOSE3  

As a fiduciary and responsible steward of client assets, Brandywine Global follows a disciplined investment 
process that is designed to uncover valuation anomalies, address potential risks, and provide the best possible 
return outcomes per our investment guidelines. Our approach to stewardship and ESG investment integration 
aligns with these objectives, as material sustainability factors can meaningfully affect the fundamentals of our 
issuers, that may in turn be reflected in the price of their assets, and ultimately our investment performance. 
Therefore, assessing ESG risks and opportunities is a critical component of our integrated research analysis, 
decision-making, and ongoing portfolio management. 

CULTURE4 

One of Brandywine Global’s core values is to act with integrity, a guiding principle that is embedded into 
all aspects of the Firm, including our business operations, investments, and relationship management. To 
demonstrate the integrity of our ESG program and commitment to responsible investing, we realize our 
stewardship must be executed in a way that is authentic to our time-tested investment process. Our inaugural 
Stewardship Report is meant to evidence the authenticity, integrity, and commitment of our approach. We 
designed this report with our key stakeholders in mind, understanding that transparency is important to 
regulators, clients, and consultants; their feedback and support is an important cornerstone in confirming the 
integrity of our stewardship. 

STRATEGY5

As a multi-asset investment manager, it is important that our teams share some common themes while 
preserving their decision-making autonomy. These commonalities provide consistency across our teams, asset 
classes, and investment processes. Principally, all three of our investment teams are committed to value investing 
and take a collaborative approach to portfolio management. Our approach to stewardship and ESG integration 
mirrors these philosophies. Every member of our investment teams is responsible for incorporating ESG risks 
and opportunities within their research and analysis; thematic and systemic sustainability risks are discussed as 
a group and at the portfolio management level. Ultimately, we find it advantageous for investment professionals 
to evaluate ESG and financial/economic factors together. By collectively assessing all sets of information, our 
analysts and portfolio managers are able to understand the financial and economic materiality of ESG risks 
relative to their thesis, outlook, and overall composition of the portfolio.6

Since value investing is an overarching theme across Brandywine Global, there are often mutual holdings across 
the investment teams. Therefore, 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.

Our Stewardship Policy explains how we collectively approach ESG integration and stewardship and is publicly 
available on our website; it may also be found in the review and assurance section of this report’s appendix. 

https://brandywineglobal.com/PDF/ESGandEngagementPolicy.pdf
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CONFLICTS OF INTEREST7 

Different conflicts of interest may arise from stewardship, which we actively seek to manage. As a global 
multi-asset manager, conflicts of interest may emerge between share- and bondholder interests; however, we 
believe our overall organizational purpose serves as a guiding compass to how we navigate these challenges. 
Our core ESG philosophy is aligned and applied across asset classes and investment teams. As mentioned, our 
investment strategies share a value orientation and fundamental analysis that incorporates price and information 
risks. For corporates, we seek securities that are mispriced by the market and are issued by businesses that 
generate stable cash flows. Of course, shareholders and bondholders may disagree on how companies plan 
to use their free cash flow. When endeavoring upon our corporate engagements, we want to know whether 
management teams are aware of ESG issues and the business risks associated with them; these risks can have 
an impact on a company’s present and future cash flows. From a sovereign perspective, engagements are equally 
important as policymaking sets the macro cadence for environmental and social policies that will eventually affect 
underlying business conditions and economic growth. Therefore, we view equity and fixed income engagements 
as complementary rather than in conflict. Principle two listed in our Statement of Commitment to the Japan 
Stewardship Code outlines how we address various conflicts of interest that may arise from stewardship; it may 
also be found in the review and assurance section of this report’s appendix.

OVERSIGHT, RESOURCES, AND INCENTIVES8 

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 to the advancement of our responsible investing efforts and includes 
departmental representation from around the Firm, including Legal and Compliance, Risk, Relationship Management, 
Business Strategy, and the investment teams. This group provides a forum to discuss and assess responsible 
investment requirements from clients, consultants, and regulators. 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.  

Investment 
Committee

Executive 
Board

ESG Council Co-Chairs

Henry F. Otto
Managing Director & Portfolio 

Manager

Reina Berlien
Head of ESG

Other Firm Representatives on 
ESG Council

Sales & Relationship Management

Legal & Compliance

Investment Performance, Risk & Analytics

Marketing & Communications

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

Min Tian, CFA
Senior Global Macro Research Specialist

My Duong
Global Macro Research Specialist

William Vaughan
Research Analyst

Sean Brooks, CFA, FRM
Mortgage-Backed Security Analyst

Diversified 
Value Equity

Fundamental 
Equity

Sovereign

Credit

Purpose and Governance

https://brandywineglobal.com/PDF/JapanStewardshipCode.pdf
https://brandywineglobal.com/PDF/JapanStewardshipCode.pdf
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Each investment team has designated leads that sit on the council so they can share takeaways and feedback 
with their cohort. Although ESG integration is incumbent upon every investment professional, 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. 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 provides research support. The 
Head of ESG reports to the Senior Vice President of Portfolio Management. This partnership is also tasked with 
refining and advancing our ESG analysis relative to the industry and peers, and to ensure we are addressing client 
and consultant needs with respect to responsible investing and active ownership. 

The ESG Council is overseen by the Executive Board and Investment Committee. 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 board 
is comprised of senior portfolio managers from each of the investment teams along with the Firm’s managing 
partner. The Investment Committee includes representation from the investment and risk teams, and is a 
governance body that oversees investment management practices and market risk.

 The Head of ESG and investment leads each report to these governing bodies on a quarterly basis. While our 
investment teams share a consistent approach to 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. o Since 
all investment teams must demonstrate ESG integration conducted by their respective research analysts and 
portfolio managers, stewardship is a component of how investment professionals’ performance is measured, 
particularly with respect to variable compensation. The Head of ESG’s performance is primarily measured and 
incentivized by integration and stewardship.

MONITORING SERVICE PROVIDERS9 

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, Verisk Maplecroft and MSCI, which provide inputs used 
to create our proprietary scoring methodologies. 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 working group 
in order to holistically assess enterprise risk.  

Purpose and Governance
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Investment Approach

CLIENT AND BENEFICIARY 
NEEDS10  

We serve a diverse, global client base 
that understandably requires a nuanced 
yet consistent approach to responsible 
investment. We spent a majority of 
2020 virtually meeting with clients and 
consultants around the world to solicit 
their feedback on our ESG program—
and more importantly— to ensure we 
met their needs and refined our process 
as needed. A recurring request came up 
during these constructive conversations: 
more transparency into our stewardship, 
particularly engagements. This collective 
insight was invaluable and was the 
forerunner to the 2020 introduction 
of the Global Fixed Income team’s 
sovereign engagement framework and 
engagement reporting across all three 
investment teams.

Type Description AUM (in $ Billions)

Asset Class Alternative  $3.77 

Equity  $14.23 

Fixed Income  $47.87 

Client Type Corporate/Operating  $3.53 

Employee Benefit (DB/DC)  $9.67 

Endowment / Foundation  $3.04 

Government  $17.90 

Individual Investor  $0.74 

Model Only  $2.00 

Public Retirement  $5.84 

Subadvisory  $21.80 

Taft/Hartley  $1.36 

Region Asia Pacific Ex-Japan  $3.94 

Australia/New Zealand  $5.04 

Canada  $2.39 

EMEA  $13.97 

Japan  $7.41 

Other  $0.79 

USA  $32.33 

Breakdown of AUM
As of 12/31/20

SOVEREIGN ENGAGEMENT 
FRAMEWORK

The ESG Engagement Policy Statement for Sovereigns formalized the steps we ordinarily take to exercise our 
active ownership as a government bond investor. The six-step framework outlines how the Global Fixed Income 
team identifies, tracks, and engages upon material ESG risks at a country level.  

So
ve

re
ig

ns Environmental Social Governance

State of the Environment | Climate 
Change Vulnerability | Resource 

Security

Civil and Political Rights | Labor Rights 
& Protection | Development

Government Risk | Regulatory 
Environment | Political Risk | Business 

Environment

Identifying issues

Addressing issues with countries

Advocating for change

Monitoring for change

Discussing risk-return profile with respect to ESG scoring

Reporting on engagements

1

2

3

4

5

6
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The success of our sovereign engagement strategy is predicated upon the idea that government borrowers are 
incentivized to improve their sustainability practices and resultant ESG scores (issued by Brandywine Global and 
other investors) as a way to upgrade their sovereign debt ratings and lower government bond yields, thereby 
lowering their cost of capital. By lowering their interest expense, governments can reallocate resources away 
from debt service and toward other important budget needs. Since the Global Fixed Income team may have 
exposure to 30-40 country issuers at any given time, we must prioritize with which sovereigns to engage and, 
therefore, consider aspects like the materiality of ESG risks, macroeconomic conditions, portfolio exposures, 
positions sizes, and the potential for actually effecting change. 

The ESG Engagement Policy Statement for Sovereigns may also be found in the review and assurance section of 
this report’s appendix. 

ENGAGEMENT REPORTING

During our 2020 stakeholder outreach program, our clients and consultants overwhelmingly requested more 
information on our issuer engagements. We designed our engagement reporting to include the material 
sustainability issues we identified, the topics discussed during the event, whether any follow up was required, 
and if the information drove an investment decision. All 2020 engagement activity is listed in the appendix, though 
confidential and proprietary information has been omitted since this report is published in the public domain.  

ASSESSING CLIMATE RISKS

In 2020, we started laying the foundation for sovereign research that will evaluate the short-to-long-term effects 
of unmitigated climate risk. As global bond investors, we believe that first and second order effects of climate risk 
have not yet been reflected in government bond yield curves, domestic inflation rates, or gross domestic product 
(GDP)—underappreciated risks that, in our view, could materially affect asset prices in the future. We expect this 
to change as the world transitions to a low-carbon economy and as climate disasters increase in frequency—
potentially challenging already scarce budgets. 

To get a better handle on these risks and outlooks, we have taken preliminary steps to advance our research on 
this topic. We created metrics that gauge physical and transition risks at a country level, comparing nearly 190 
countries on these measurements. We also began measuring a country’s total CO2 emissions relative to its 
annual GDP to proxy the unit of emissions generated based on economic output. We developed this metric to 
align with the Task Force on Climate-related Financial Disclosures (TCFD) guidance on operational carbon intensity 
at the corporate level. Based on our preliminary research, we have a better understanding of which sovereigns are 
moving on a path toward climate risk mitigation, as well as an awareness of those that currently are not. 

We also gained access to tools that measure TCFD metrics for our listed company exposures, including but not 
limited to total emissions, and emissions intensity of corporate operations and capital expenditures. Measuring 
corporate carbon footprints and approximating this information when unavailable—at a holding, sector, and 
portfolio level—are all central to climate risk management and mitigation.            

Climate research is germane to how we think about risk at all levels and across asset classes and is of the utmost 
importance to our relationships. This year, we made an important first step in building out the research and data 
that will be required to monitor and manage these risks over the long run. However, analysis will simply not be 
enough to mitigate climate change. Therefore, we recognize that engagement will be of equal importance in 
climate risk management, as we work with issuers to identify and address these headwinds. Our investment 
teams initiated this important dialogue with many of our issuers throughout the course of the year, and their 
efforts are expounded upon in the report’s integration and engagement sections. 

Investment Approach

https://brandywineglobal.com/PDF/SovereignEngagementStatement.pdf
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PROMOTING WELL-FUNCTIONING MARKETS11 

Brandywine Global believes that identifying, understanding, and mitigating risks are vital to promoting well-
functioning global markets. Since price and information risk analyses are central to how we adeptly manage 
value investing across multiple asset classes and strategies, accounting for sustainability risks and opportunities 
are naturally part of this process. Participating in liquid and efficient global capital markets are central to our role 
as an investment manager, as a government bondholder, multinational corporate shareholder, and steward of 
client capital. It is part of our fiduciary duty to understand all facets of risk, and in 2020, there was a deluge of 
sustainability risks throughout the global economy and financial markets.  

THE ENVIRONMENTAL, SOCIAL, AND GOVERNANCE RISKS OF COVID-19

At the outset of the pandemic, our Global Fixed Income team began monitoring how countries in our investible 
universe responded to the pandemic on a weekly basis throughout 2020. We ranked countries based on a 
variety of factors, including healthcare capacity and infrastructure; technology advancements implemented for 
tracing; stringency of government-imposed lockdowns; unemployment rates and labor safety standards; and the 
implementation and levels of fiscal and monetary stimulus. We evaluated these cumulative factors to assess 
the overall efficacy of how countries responded to the outbreak, and more specifically, which ones were poised 
to reopen their economies sooner, and also stood to economically benefit as China resumed economic activity, 
including trade. 

The Global Fixed Income team also began to evaluate the residual effects of the massive amounts of stimulus 
leveled in 2020 and how these budget deficits may require tradeoffs in spending in 2021 and beyond. From an 
environmental perspective, we believe funding previously earmarked for conservation and climate risk mitigation 
could be partially reallocated to other spending initiatives, particularly in emerging market economies. These 
environmental budget reductions will be a driver of our sovereign engagements in 2021.

All three investment teams dedicated significant research to assessing the potential impact of the collapse in oil 
prices that occurred in March and April of 2020, particularly for the economies, sectors, and companies that rely 
on oil revenues. Our investment teams sought to assess the potential systemic impact of lower oil prices, as well 
as the future implications for capital expenditures to support renewable energy projects, improving efficiencies 
in core fossil fuel extraction businesses, and implementing technology to track and reduce carbon and overall 
greenhouse gas emissions.   

The Fundamental Equity team further distilled these macroeconomic risks to understand sector-specific 
implications as well as the effects on households and businesses. During the first quarter of 2020, the 
Fundamental Equity team closely monitored the initial coronavirus outbreak within China and resulting contagion 
in east Asia. Based upon their findings, the team exited positions in airlines and cruise lines in anticipation 
of a COVID-19-related secular shift in business and leisure travel. This outlook on travel also prompted the 
Fundamental Equity team to exit out of the energy sector.  

Investment Approach
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OVERVIEW OF ESG INTEGRATION12 

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 at 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.

Investment Approach

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

Dual Research 
Responsibilities 

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.

Inherent Materiality

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.

Proprietary ESG 
Ratings

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

Improving ESG 
Scores & 
Fundamentals

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.

Engagements

We 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 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. 
In order to understand the effect on valuations, our three investment teams include ESG 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, the issues it votes 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. The 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 
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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 also 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. In order to track these conditions, 
the Global Fixed Income team created a proprietary sovereign ESG score using 64 “E,S, and G” indicators that 
have been statistically tested to ensure they are material to 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.    

MATERIAL ESG RISKS THAT WE EVALUATE

This is a sample set of ESG factors that we believe reflect materiality to bond and equity prices. This list is by no 
means exhaustive: 

Investment Approach

Environmental Social Governance

S
o

ve
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ig
n

s State of the Environment | Climate 
Change Vulnerability | Resource 

Security

• Overall GHG Emissions 
• GHG intensity from energy use
• Dependence on fossil fuel 

exports
• Physical and transition risks 
• Deforestation
• Energy and water security

Civil and Political Rights | Labor 
Rights & Protection | Development

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

Government Risk | Regulatory 
Environment | Political Risk | 

Business Environment

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

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 

Corporate Governance and Behavior

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

contributions
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d
it Environmental Impact

• Climate change vulnerability
• Severe weather exposure
• Exposure to rising sea levels
• Energy conserving properties / 

programs (PACE)

Loan Purpose

• Affordable housing programs
• Fair lending practices
• Economic and demographic 

conditions

Collateral Analysis

• Reputation of deal issuer 
• Quality of loan underwriting 

program
• Service behavior/quality,  

transparency
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EXAMPLES OF ESG INTEGRATION CONDUCTED IN 202013 

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 the fundamental work conducted on our 
corporate credit holdings, and vice versa. This is especially relevant when we are bondholders of both the 
sovereign debt and bonds issued by a state-owned enterprise (SOE). The team’s concomitant ownership of 
Mexican Bonos and Petróleos Mexicanos (Pemex) bonds highlights the depth of ESG integration within our fixed 
income research process. 

Pemex14

We chose to participate in Pemex with the understanding the SOE had immense opportunity to improve upon 
all three ESG factors: health and safety; biodiversity, land use, and emissions; operational inefficiencies; and a 
vulnerability to corruption. As an SOE, Pemex had both implicit and explicit guarantees from the state, which 
opened the company to increased risks and scrutiny at the sovereign level. 

The spread widening on Pemex’s bonds suggested that in order to continue accessing capital markets, investors 
first needed to be persuaded of notable improvement in governance and the related environmental and social 
risks. The team had purchased these bonds in anticipation of these changes and believed we were well-
compensated for assuming the comparative level of sustainability risks. By April 2020, we chose to increase our 
bond position given the significant spread widening caused by the pandemic while understanding that several 
ESG risks needed to be addressed. During the first quarter of 2020, we identified that Pemex had made some 
progress in improving its ESG performance by aligning with global anti-corruption standards and meaningfully 
reducing fuel thefts through military intervention.

As an investor in the SOE, having a full understanding of the ESG and financial risks allowed us to better discern 
value in the company’s bonds and gauge overall business risk. Our sovereign ESG assessment of Mexico also 
factors into Pemex’s valuation. 

Mexico

In general Mexico is a high-risk ESG country based on our proprietary evaluations and scoring. According to our 
global rankings on environmental factors, Mexico lags emerging market peers with investment grade sovereign 
credit ratings. At the broadest level, Mexico environmental scores point to significant weakness with respect to 
water pollution, greenhouse gas (GHG) emissions, and its carbon emissions from energy use. The presidential 
administration’s desire for energy independence and developing its downstream oil and gas capabilities run 
counter to Mexico’s 2012 Climate Change Law. President Andrés Manuel López Obrador’s energy policies—
especially his public commitment to Pemex—have rolled back the country’s previous focus on clean energy 

Investment Approach
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production and an overall shift to decarbonizing electricity generation. Despite the president’s commitment to 
Pemex, energy reforms were jeopardized when the administration signaled that oil and gas auctions would not 
occur in 2020 and would negatively impact external investment in the sector, which was needed to help improve 
the SOE’s operational efficiencies. Like Pemex, corruption will remain a significant governance headwind for the 
sovereign as well in 2020-21. Our assessment of the SOE has continued to inform our overall long-term outlook 
on Mexico. During the year, we adjusted exposure to the sovereign based on the government response to the 
coronavirus. We will re-sharpen our focus on Mexico’s energy policies and the risks emanating from Pemex as the 
country and the rest of the world emerge from the pandemic.  

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.

Investment Approach

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 is viewed as a default rating. 
The exception here is for industries 

that are clear outliers. 

Red is for companies that have a 
clear “reg flag” or are in an outlier 

industry and have taken limited 
steps toward improvement.

We should view red as an 
opportunity for engagement with 

the company.

Green Yellow Red

UGI Corporation15 

After exiting most energy positions in 2020, the Fundamental Equity team began researching utility companies whose 
valuation premiums had begun to narrow relative to the market for various reasons. Although UGI Corporation was 
traditionally known as a gas and electric utility, we believed there was more to the business, with propane distribution 
in the U.S. and Europe and midstream operations accounting for a significant portion of earnings. In the team’s view, 
propane and natural gas were cleaner fuels and energy efficient relative to coal. The company had implemented energy 
efficiency goals for its utility business and measurable progress toward them. It also published an annual sustainability 
report, and in the 2020 edition, it listed demonstrable improvements, including a commitment to broadly improve 
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disclosures. UGI Corporation was looking for opportunities to invest in renewable energy projects, as the 
transition to a low carbon economy is a major business risk for companies that rely on fossil fuels to produce 
energy. Europe was a particular region that could provide renewable energy investment opportunities.  

Alcoa16

Despite environmental challenges within the industry, Alcoa has emerged as one of the most eco-friendly 
aluminum producers in the world. Alcoa is a vertically integrated aluminum producer, providing it control across 
the aluminum value chain. As a result, Alcoa is uniquely positioned to deliver sustainable solutions on which the 
team was highly constructive. The company has a portfolio of products called Sustana, which the Fundamental 
Equity team believed to be the most comprehensive suite of sustainable products in the aluminum industry. In 
September 2020, the company introduced a line within its Sustana family of products called EcoSource, which 
was the world’s first-low carbon alumina brand—which continues to be the only global product of its kind. Alcoa 
also has a joint venture with Rio Tinto, called Elysis, which focuses on a revolutionary smelting technology that 
emits oxygen and eliminates greenhouse gases. 

Alcoa had also participated in environmental assessments and cleanups at approximately 60 locations; these 
sites included owned or operated facilities and adjoining properties, previously owned or operated facilities and 
adjoining properties, and waste sites. Capital expenditures for new or expanded facilities for environmental 
control were $95 million in 2019 and $90 million in 2020.

The Diversified Equity Team  

The Diversified Equity team fully incorporates ESG 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 in-house 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. 

Freeport-McMoRan17

The mining company entered the Diversified Equity team’s large-cap value investible universe two years 
ago. However, up until 2020, the team continued to deselect the company from its universe due to outsized 
sustainability risks. Freeport-McMoRan continued to screen as undervalued in our quantitative models and 
underwent a fundamental ESG review on an annual basis. Upon a deeper dive into Freeport-McMoRan’s 
environmental issues, we identified risks regarding the company’s mining operations in Indonesia. A company 
mine, surrounded by natural forests inhabited by endangered species and a local indigenous population, was 
responsible for a significant amount of tailings pollution flowing into the local water supply. Additionally, Freeport-
McMoRan faced several major controversies regarding human rights violations over the proper treatment of 
the local indigenous people. The mining company has provided material financial support to government-related 

Investment Approach
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forces deployed around the mine complex. In addition to higher levels of risk due to the environmental and 
social issues outlined above, there was uncertainty regarding the mine’s long-term operating rights between the 
company and government. 

At the time of initial review, the company had no clear plan to address these short-term sustainability risks. 
Meanwhile, MSCI had also flagged several of these issues and had downgraded its rating for the company. 
However, a positive sustainability catalyst occurred by 2020, prompting the team to reevaluate Freeport-
McMoRan’s ESG risk profile and ultimately purchase the stock. By early 2020, the company had divested its 
majority position in the controversial Indonesian mining operation—generally shifting away from environmentally 
damaging open-pit mining in the country. Freeport-McMoRan had also improved its ESG disclosures on mining 
tailings management and water usage. Collectively, these corporate actions reduced sustainability risks to a level 
where we were comfortable purchasing the stock. 

Investment Approach
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Engagement18

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 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 discuss sustainability risks and opportunities and foster ongoing dialogue 
thereafter. 

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. 

Environmental

Social

Governance

Engagements by  Type
As of 12/31/20

11
16
29

THE GLOBAL FIXED INCOME TEAM

We have 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 typically seek to meet with: 

 � Government officials, particularly treasurers and 
central bankers 

 � Members of both the political majority and minority 

 � Cabinet members and ministers 

 � Non-governmental organizations 

 � State-owned enterprise management teams and 
board members 

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

 � Investment bankers 

 � Business leaders and corporate management teams

 � Credit ratings agencies

We may also leverage discussions with the private sector to either help us arrange or prepare for a meeting with 
government agencies. In the case of our engagements with Australian officials, we first worked with some of our 
key sell-side relationships to broker meetings with two credible institutions: the Reserve Bank of Australia (RBA) 
and the Australia Office of Financial Management (AOFM).   
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Engagement

ENGAGEMENT WITH THE RBA  

Our objective for the engagement with Australia’s monetary authority was to discuss potential for quantitative 
easing, understand details of its energy tender, review the central bank and government frameworks to 
address the economic and financial effects of COVID-19, and understand the bank’s position on transition risk 
and renewable energy.

Through our discussion, we learned that the Australian government and its institutions were leading the world 
in their policy response to the pandemic, both in terms of containing the outbreak and leveling the appropriate 
amount of fiscal and monetary stimulus. We also received additional detail on how the pandemic had altered the 
RBA’s outlook for the economy, what risks would remain as a result of the outbreak, and when stimulus could 
potentially be rolled back. 

While the central bank and government exhibited strong policymaking to address the pandemic, we learned that 
the economy remained highly vulnerable to transition risk. In the event of an orderly transition to a low carbon 
global economy, the RBA noted the potentially significant impact to coal industry but did not foresee a material 
impact to Australia’s gross domestic product given the long-term horizon. Nor did the central bank delineate a 
clear relationship between transition risk and the unemployment and inflation rates, at least in the short term. 
The RBA confirmed that the Commonwealth did not have any plans to formally implement a climate plan; 
while the central bank supported financial markets pricing in climate risk, it had not yet adopted its own model 
or framework. Members of the RBA noted an Australian investor group on climate change that will develop a 
roadmap for sustainable finance in the country, which we will seek to engage with in 2021 as a bondholder and 
also on behalf of our key local relationships.19   

ENGAGEMENT WITH THE AOFM  

At the time of engagement, Brandywine Global had recently purchased the country’s long-dated new issuance. 
During the pandemic, we purchased the bonds as a high-quality source of duration, with Australia Government 
Bond yields trading close to U.S. Treasuries. By 2020, foreign bond ownership was the lowest since 2012 but with 
increased interest from North America and Japan. The purpose of this engagement was to receive updates on 
pandemic-related stimulus and sources of funding and to understand whether any spending constraints would 
affect climate risk mitigation. 

Several months after our RBA meeting, the AOFM confirmed the continued range of stimulus during the pandemic:

 � Income support programs; scheduled to roll back by end of October 2020 

 � Temporary taxation decisions, including preservation of cuts, decisions targeted toward households 

 � Subsidies for childcare 

Since the pandemic had turned Australia’s budget surplus into a deficit, we wanted clarity on emergency 
funds allocated for physical risk events. We believed that the Australian budget and economy were particularly 
susceptible to high physical risks, as 2020 began with a devastating brush fire. The AOFM noted a portion of the 
budget was dedicated to climate change—including disaster recovery from bush fires—subsidies for renewable 
and alternative energy programs, and $2 billion AUD investment in financing clean energy.  

These engagements reaffirmed our investment decision and outlook on Australia, particularly as the country 
outpaced most of the world in addressing the financial and economic effects of the pandemic. However, physical 
and transition risks remained a wildcard for Australia. We believe additional engagements will be required in 2021 
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and onward to understand and assess the medium-to-long-term consequences of the country’s climate policies 
or lack thereof. 

ENGAGEMENT WITH OCCIDENTAL PETROLEUM20  

As fixed income value investors, many of the securities we invest in are issued by companies that have 
opportunities to improve on a variety of ESG factors, as we believe spreads will compress as these extant risks 
are addressed by the issuer and mitigated. Therefore, we maintained exposure to the U.S. energy sector in 
2020, particularly as spreads widened to levels not seen since past crises and lagged other industries in terms 
of compression throughout the year. When selecting corporate credit issuers within this industry, we viewed the 
sector as an ESG laggard and looked for companies that were leaders in the space, particularly with respect to 
environmental initiatives. 

We initiated an engagement with Occidental Petroleum (Oxy), as it was a U.S.-based oil and gas producer that 
had shown demonstrable progress in reducing overall greenhouse gas emissions primarily through its carbon-
capture technology. The purpose of the engagement was to learn from an industry leader in sustainable practices 
and use this information with other U.S. producers to contextualize risk facing the industry. 

During the engagement, we discussed whether Oxy would consider licensing its carbon-capture process to 
other U.S. producers, and the company advised it did not have immediate plans to do so. We also assessed 
environmental risks like remediation and the potential effects on Oxy’s balance sheet as well as overall 
operational vulnerability to anticipated U.S. regulatory changes with respect to climate risks. 

Based on our engagements with Oxy and its peers, along with our fundamental and ESG risk analyses, we 
adjusted our exposures to the companies we owned within this sector. In cases where producers operated on 
federally leased lands, we sold out of the long-dated bonds issued by energy producers that would face significant 
headwinds under environmental regulatory changes initiated by an incoming Biden-Harris administration.

THE FUNDAMENTAL EQUITY TEAM  

ENGAGEMENT WITH JAZZ PHARMACEUTICALS21

We initiated an engagement with Jazz Pharmaceuticals to address a number of topics, including improving  
disclosure on its environmental impact and diversity and pay equity data and incorporating performance stock 
units (PSUs) into its long-term compensation to ensure management is incentivized by operating performance. 
The company advised that an ESG task force was in place, and the group reviews investor feedback with 
the board of directors. Members of Jazz requested what specific metrics we would prefer to see drive PSU 
awards, and we mentioned return on invested capital, free cash flow conversion, and research and development 
productivity. 

Since the initial engagement, the company committed to incorporating PSUs into its long-term incentive plan 
beginning in 2021. We believe this was an important first step, and the Fundamental Equity team continued to 
hold the position. In 2021, the team will plan on a follow-up engagement to ensure improving environmental 
measurements and disclosures will be a top priority for the company, including whether Jazz chose to adopt the 
TCFD disclosure and reporting framework. 

Engagement
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THE DIVERSIFIED EQUITY TEAM 

ENGAGEMENT WITH ARROW 
ELECTRONICS22   

The Diversified Equity team approaches 
engagements in a slightly different way than our two 
other investment teams. As previously mentioned, 
the Diversified Equity 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 
our ESG research and analysis. However, the team 
also uses proxy voting results as a systematic way 
to drive the engagement process. For this team, 
we typically use proxies on executive compensation 
and political contributions and lobbying to open 
the door to engagements on a wider array of ESG 
initiatives. Specifically, the team will initiate outreach 
when we vote against management on issues like 
compensation and lobbying. Upon meeting with 
the management team, we will often raise other 
sustainability risks and opportunities during our 
constructive dialogue.

This was the case with Arrow Electronics, as we 
voted against the management proxy on executive 
pay. In particular, the company’s stock price lagged 
its peer group while senior leaders like the CEO 
were compensated well-above the industry average. 
We initially reached out to the company to discuss the misalignment between performance and pay and also 
discussed environmental and social topics during the engagement. During our conversation, we covered how 
its business lines had been affected by the pandemic across all regions, and how the company was responding 
to rising demand without jeopardizing the health and safety of its global workforce. Given the company’s global 
presence and role as a supply chain intermediary, we also inquired about its sustainability and materials recycling 
programs. This forum was also an opportunity for the company to share plans for improving diversity, equity, and 
inclusion within its board of directors, senior management, and workforce. We agreed to follow up with Arrow 
Electronics in 2021 to review its first sustainability report and also determine whether any of our feedback on 
executive pay was implemented.        

Engagement

Evaluate proxy voting records from January through 
September of each calendar year.

Target companies where we voted against 
management on executive compensation and also 
have a meaningful position

Send letter to the board of directors/investor relations to 
invite them to discuss proxy vote and open a dialogue

Use engagement opportunity to open door to discuss a 
variety of other relevant ESG risks and opportunities

1

2

3

4

Other notable themes

• Voting against management by voting for a shareholder 
proposal recommending separation of chair and CEO role. 

• Voting for shareholder proposal for companies to produce an 

annual report on lobbying activities and expenditures.

Leveraging Proxy Voting to Open the Door to 
ESG Engagements
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COLLABORATION23

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 significant 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 unfettered access to our issuers.24 We have also welcomed the opportunity to share our approach to ESG 
research and analysis with our peers, as responsible investing is a positive-sum for all collaborators.   

The PRI’s Credit Rating Advisory Committee 
Status: Ongoing 

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. 

We also joined three notable collaborative engagements in 2020. Although we had direct access to these three 
issuers as a bondholder, we felt the magnitude of these sustainability risks warranted greater coordination with 
our peers.   

Climate Action 100+ Collaborative Engagement with Pemex
Status: Ongoing

We joined Climate Action 100+ to enhance our climate risk analysis and engagements. The Global Fixed Income 
team welcomed the opportunity to join a collaborative engagement with Pemex, as we noted the significant 
environmental and governance headwinds through our own analysis. We will work with our peers to collectively 
engage with Pemex’s management team to focus on: 

 � Implementing a strong governance framework 

 � Taking action to reduce greenhouse gas emissions across the value chain, consistent with the Paris Agreement’s 
goal of limiting global average temperature increase to well below 2°C above pre-industrial levels and moving 
toward 1.5°C 

 � Providing enhanced corporate disclosure in line with the final recommendations of the TCF

Engagement
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The Investor Policy Dialogue on Deforestation (IPDD) with Brazil and Indonesia
Status: Ongoing

Given the Global Fixed Income team’s exposure to Brazil and Indonesia, we felt that addressing the environmental, 
social, and economic costs of deforestation were vital to our outlook on these countries. Collective action at the 
sovereign level is especially important if investors want to enact meaningful enhancements to government policy. 
We fully support the objective of the IPDD initiative, which is supported by the PRI and is designed to ensure long-
term financial viability of investments in these countries by promoting sustainable land use and forest management 
and respect for human rights. Along with our peers, we will engage with relevant government authorities and 
industry associations and other relevant stakeholders to encourage adoption and implementation of regulatory 
frameworks that ensure protection of tropical forests and human rights. 

Cross-Team Collaboration 
Status: Ongoing

General Motors (GM) is a meaningful position across all three investment teams. Although each team initiated its 
exposure to GM independently, we agree on a common sustainability theme: GM stands out as an ESG leader 
in its industry despite secular headwinds to the sector because of its outstanding corporate governance and 
an explicit transition away from fossil fuels. GM has moved quickly to build out an electric vehicle fleet faster 
than traditional automotive original equipment manufacturing peers, yet this strategy has yet to be fully priced 
into the company’s asset valuations. Through our intra-firm collaborative engagements, we have discussed the 
expenditures required to completely electrify GM’s fleet by 2035, how those projects will be financed, and how 
management will be properly incentivized to achieve this goal. Based on the information shared with us, we 
believed that GM’s plan should be cash flow generative in the medium term and will not put shareholder interests 
at odds with bondholders.  

While GM supported the TCFD and reports using the framework, we noted a discrepancy in the 2020 proxy 
regarding climate lobbying. The Diversified Equity team voted against the management proxy on political 
contribution and lobbying and invited GM and our other investment teams to engage on this topic in early 2021.  

Engagement
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Rights and Responsibilities25

ESCALATION26

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 has 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.  

PROXY VOTING  

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

Our formalized Proxy Voting Policy and Procedures explains how our votes are informed and executed in adherence to our 
fiduciary responsibilities; it may also be found in the review and assurance section of this report’s appendix. 

Full disclosure of our complete 2020 voting activity is available online. 

https://brandywineglobal.com/PDF/ProxyVotingPolicy.pdf
https://brandywineglobal.com/PDF/ProxyVotingRecord.pdf
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Rights and Responsibilities

2020 VOTING RESULTS 

We exercised 100% of our eligible voting rights in 2020, participating in 106,867 resolutions. We voted against 
management 7,341 times and supported 5,888 shareholder proposals. The majority of shareholder proposals 
were captured in the “ESG Issues” category. During the year, the majority of our votes were dedicated to board 
of director resolutions, followed by executive compensation. 

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.

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. 

3 4

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

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. 

21

█ Board of Directors 77,176 

█ Executive Compensation 10,295 

█ Independent Auditors 8,422 

█ ESG Issues 5,781 

█ Miscellaneous 3,328 

█ Decision on Shares 1,135 

█ Transactions 730 

█ S/H Proposal - Corporate Governance 2,851
█ S/H Proposal - Establish Independent Chairman 738
█ S/H Proposal - Political/Government 720
█ S/H Proposal - Environmental 468
█ S/H Proposal - Human Rights Related 234
█ S/H Proposal - Create a Non-Discriminatory Sexual Orientation Policy 218
█ S/H Proposal - Proxy Process/Statement 155
█ S/H Proposal - Shareholders be Given Access to Proxy 145
█ S/H Proposal - Gender Pay Gap 53
█ S/H Proposal - Election of Directors By Majority Vote 47
█ S/H Proposal - Eliminate Supermajority Vote 44
█ S/H Proposal - Gender Pay Equality 27
█ S/H Proposal - Add Women & Minorities to Board 26
█ Ratify Shareholder Rights Plan 22
█ S/H Proposal - Separate Chairman/Coe 16
█ S/H Proposal - Declassify Board 15
█ S/H Proposal - Board Independence 2

All other 
categories

A
ll 

o
th

er
 

ca
te

g
or

ie
s

Reasons for Voting
As of 12/31/20

Breakdown of ESG-related Proxy Votes
As of 12/31/20

Steps of Proxy Voting
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REVIEW AND ASSURANCE27 

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

ESG INTEGRATION AND ENGAGEMENT POLICY STATEMENT

ESG factors are fully integrated into the investment teams’ decision-making and are a central part of their 
research. 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 it manages and corresponds with its 
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 long-
term 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 

https://brandywineglobal.com/PDF/ESGandEngagementPolicy.pdf
https://brandywineglobal.com/PDF/SovereignEngagementStatement.pdf
https://brandywineglobal.com/PDF/ProxyVotingPolicy.pdf


31B R A N D Y W I N E G L O B A L . C O M

Appendix

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 it 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.

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 its investment management activities but is not intended to identify all actual 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 to 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 12 Principles of the U.K. 2020 Stewardship Code outlined 
by the Financial Reporting Council and the eight principles of the Japan Stewardship Code set forth by the 
Financial Services Agency. 

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, 2020. 
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2020 ENGAGEMENT REPORTING FOR SOVEREIGN ISSUERS AND LISTED 
CORPORATE EQUITIES AND CREDIT28

Sovereign Issuers
January 1, 2020 – December 31, 2020

Country Sector

Holding at 
Time of 
Engagement Exposure

New 
Engagement Contact Role E/S/G

Argentina Private Yes Unhedged 
bonds

Yes Domestic Bank: BHIP G

Argentina Public Yes Unhedged 
bonds

Yes IMF G

Argentina Private Yes Unhedged 
bonds

Yes Domestic Energy 
Producer: YPF

G

Australia Public Yes Unhedged 
bonds

Yes Central Bank ESG

Australia Public Yes Unhedged 
bonds

Yes Office of Financial 
Management

ESG

Brazil Public Yes Unhedged 
bonds

Yes Environment Minister EG

Brazil Private Yes Unhedged 
bonds

Yes PRI Working Group ESG

Brazil Private Yes Unhedged 
bonds

Yes PRI Working Group ESG

Chile Public Yes Currency 
forward

Yes Central Bank SG

Colombia Private Yes Unhedged 
bonds

No Domestic Bank: 
Bancolombia

G

El Salvador Public No NA Yes Minister of Finance
Central Bank 

SG

India Public No NA Yes Additional 
Commissioner, 
Municipal Corporation 
of Greater Mumbai 
(MCGM)

S

Indonesia Public Yes Hedged 
bonds

Yes Minister of Finance
Central Bank 

SG

Indonesia Private Yes Unhedged 
bonds

Yes PRI Working Group and 
Verisk Maplecroft

ESG

Indonesia Public Yes Unhedged 
bonds

No Minister of Finance
Minister of Environment 
and Forestry 

ESG

Indonesia Public Yes Hedged 
bonds

No Central Bank SG

Appendix
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Sovereign Issuers (cont’d)
January 1, 2020 – December 31, 2020

Country Sector

Holding at 
Time of 
Engagement Exposure

New 
Engagement Contact Role E/S/G

Indonesia Public Yes Unhedged 
bonds

Yes PRI Working Group ESG

Indonesia Private Yes Unhedged 
bonds

Yes PRI Working Group ESG

Malaysia Public Yes Unhedged 
bonds

Yes Central Bank EG

Mexico Private Yes Unhedged 
bonds

Yes Domestic Airline: 
Aeromexico

G

Mexico Private Yes Unhedged 
bonds

Yes Domestic Bank: Credito 
Real

G

Mexico Public Yes Unhedged 
bonds

Yes IMF G

Mexico Private Yes Unhedged 
bonds

Yes Mexico Evalua ESG

Mexico Private Yes Unhedged 
bonds

Yes Domestic Bank: Banorte G

Peru Public Yes Currency 
forward

Yes Former Minister of 
Economy & Finance 

SG

South Africa Private Yes Hedged 
bonds

Yes Domestic Mining 
Company: Goldfields

G

South Africa Public Yes Hedged 
bonds

Yes Central Bank SG

Turkey Private No NA Yes Domestic Bank: Garanti G

Turkey Private No NA Yes Domestic Bank: Akbank G

U.S. Public Yes Bonds Yes JP Morgan G

Appendix
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Credit Issuers
January 1, 2020 – December 31, 2020

Sector Company Domicile

Holding at 
Time of 
Engagement Issuer Type

New 
Engage-
ment Contact Role E/S/G

Banking  US ESG Policy 
Call with Morgan 
Stanley 

US No Financials Yes Head of 
Sustainability

ESG

Communications Amdocs US Yes Non-
financial 

Yes IR ESG

Communications T-Mobile US Yes Non-
financial 

Yes IR G

Communications Verizon US Yes Non-
financial 

Yes Supply 
Chain/Sustaina
bility Officer

ESG

Communications Consolidated 
Communications 

US No Non-
financial 

No IR G

Consumer 
Discretionary 

L Brands US Yes Non-
financial 

Yes IR SG

Consumer Staples Minerva Foods Brazil No Non-
financial 

Yes Sustainability 
Officer/IR/JPM

ESG

Consumer Staples JBS Brazil Yes Non-
financial 

Yes CFO/Quality 
Officer/JPM

ESG

Energy Energy Sector Call 
with Cornerstone 
Macro 

N/A No Non-
financial 

Yes N/A EG

Energy Oxy US Yes Non-
financial 

Yes IR and 
Treasury

ESG

Energy Pemex Mexico Yes Non-
financial 

Yes N/A EG

Energy Apache US Yes Non-
financial 

No IR and 
Sustainability

ESG

Healthcare Bausch  US Yes Non-
financial 

Yes IR SG

Industrials GM US Yes Non-
financial 

No IR ESG

Industrials Volvo Sweden No Non-
financial 

Yes CFO/IR EG

Industrials Navios Greece Yes Non-
financial 

Yes IR E

Appendix
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Credit Issuers (cont’d)
January 1, 2020 – December 31, 2020

Sector Company Domicile

Holding at 
Time of 
Engagement Issuer Type

New 
Engage-
ment Contact Role E/S/G

Industrials Airlines Sector 
Call with HSBC 

N/A No Non-
financial 

Yes N/A EG

MBS BAML Mortgage 
Originator and 
Servicer Panel 

US Yes Securitized Yes IR/BAML ESG

Metals/mining Steel Dynamics US Yes Non-
financial 

No CFO/IR/JPM EG

Metals/mining Big River Steel US No Non-
financial 

Yes IR G

Metals/mining Steel Dynamics US Yes Non-
financial 

No CFO/IR/JPM EG

Metals/mining Big River Steel US No Non-
financial 

Yes Controller G

Metals/mining Cleveland Cliffs US Yes Non-
financial 

No IR ESG

Metals/mining Big River Steel US No Non-
financial 

Yes CFO G

Real estate Realogy US Yes Non-
financial 

Yes IR S
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Fundamental Issuers
January 1, 2020 – December 31, 2020

Sector Company Country Industry E/S/G

Communication Services Cinemark Holdings, Inc. US Entertainment G

Communication Services Akatsuki, Inc. Japan Entertainment SG

Communication Services Omnicom Group Inc US Media S

Consumer Discretionary General Motors 
Company 

US Automobiles EG

Consumer Discretionary Carnival Corporation US Hotels Restaurants 
& Leisure 

EG

Consumer Discretionary Daimler AG Europe Automobiles E

Consumer Discretionary Electrolux AB Class B Sweden Household Durables E

Consumer Discretionary Stitch Fix, Inc. Class A US Internet & Direct 
Marketing Retail 

ES

Consumer Discretionary Magna International Inc. US Auto Components G

Consumer Discretionary Darden Restaurants, Inc. US Hotels Restaurants 
& Leisure 

G

Consumer Staples Kroger Co. US Food & Staples 
Retailing 

ES

Consumer Staples Molson Coors Beverage 
Company Class B 

US Beverages ESG

Consumer Staples TreeHouse Foods, Inc. US Food Products EG

Energy Chevron Corporation US Oil Gas & 
Consumable Fuels 

EG

Energy Chevron Corporation US Oil Gas & 
Consumable Fuels 

ESG

Financials Qualitas Controladora 
S.A.B. de C.V. Class I 

Mexico Insurance G
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Fundamental Issuers (cont’d)
January 1, 2020 – December 31, 2020

Sector Company Country Industry E/S/G

Financials Annaly Capital 
Management, Inc. 

US Mortgage Real 
Estate Investment 
Trusts (REITs) 

G

Financials Qualitas Controladora 
S.A.B. de C.V. Class I 

Mexico Insurance EG

Healthcare Viatris, Inc. US Pharmaceuticals G

Healthcare Jazz Pharmaceuticals Plc US Pharmaceuticals ESG

Healthcare Viatris, Inc. US Pharmaceuticals G

Healthcare Alexion Pharmaceuticals, 
Inc. 

US Biotechnology ESG

Healthcare Jazz Pharmaceuticals Plc US Pharmaceuticals ESG

Industrials FedEx Corporation US Air Freight & 
Logistics 

G

Industrials Textron Inc. US Aerospace & 
Defense 

G

Industrials Airbus SE Europe Aerospace & 
Defense 

E

Information Technology DTS Corporation Japan IT Services S

Information Technology Ichor Holdings, Ltd. US Semiconductors & 
Semiconductor 
Equipment 

EG

Materials JCU CORPORATION Japan Chemicals SG

Materials Alcoa Corp. US Metals & Mining ESG

Materials Orbia Advance Corp. 
SAB de CV 

Mexico Chemicals EG

Materials International Flavors & 
Fragrances Inc. 

US Chemicals ESG

Appendix
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Fundamental Issuers (cont’d)
January 1, 2020 – December 31, 2020

Sector Company Country Industry E/S/G

Real Estate Fibra Uno 
Administracion SA de CV 

Mexico Equity Real Estate 
Investment Trusts 
(REITs) 

ESG

Real Estate Fibra Uno 
Administracion SA de CV 

Mexico Equity Real Estate 
Investment Trusts 
(REITs) 

G

Real Estate Ryman Hospitality 
Properties, Inc. 

US Equity Real Estate 
Investment Trusts 
(REITs) 

G

Utilities UGI Corporation US Gas Utilities ES
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Diversified Issuers
January 1, 2020 – December 31, 2020

Sector Company Topic
Date of Initial 
Contact Meeting Date

Communications DISCOVERY, INC. Executive Comp  12/16/2020  Scheduled in 2021

Communications VERIZON Political 
Contributions and 
Lobbying  

12/10/2020  Scheduled in 2021

Consumer Discretionary WILLIAMS-SONOMA, 
INC. 

Executive Comp  12/16/2020  Scheduled in 2021

Consumer Discretionary SKECHERS U.S.A., INC. Executive Comp  12/16/2020  Scheduled in 2021

Consumer Discretionary M.D.C. HOLDINGS, INC. Executive Comp  12/4/2020  Scheduled in 2021

Consumer Discretionary GENERAL MOTORS Political 
Contributions and 
Lobbying  

12/10/2020  Scheduled in 2021

Consumer Discretionary LENNAR CORPORATION Executive Comp  12/4/2020  Scheduled in 2021

Consumer Staples TYSON FOODS, INC. Executive Comp  12/4/2020  Scheduled in 2021

Financials NATIONAL BANK 
HOLDINGS CORP 

Executive Comp  11/20/2020  12/15/2020 

Financials FLAGSTAR BANCORP, 
INC. 

Executive Comp  12/4/2020  Scheduled in 2021

Financials CHUBB LIMITED Executive Comp  12/16/2020  Scheduled in 2021

Financials NEW YORK 
COMMUNITY BANCORP, 
INC. 

Executive Comp  12/4/2020  Scheduled in 2021

Financials ONEMAIN HOLDINGS, 
INC. 

Executive Comp  12/16/2020  Scheduled in 2021

Financials BANC OF CALIFORNIA, 
INC. 

Executive Comp  12/4/2020  Scheduled in 2021

Financials FIRST BUSEY 
CORPORATION 

Executive Comp  12/4/2020  Scheduled in 2021

Financials PENNYMAC FINANCIAL 
SERVICES INC. 

Executive Comp  12/4/2020  12/15/2020 
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Diversified Issuers (cont’d)
January 1, 2020 – December 31, 2020

Sector Company Topic
Date of Initial 
Contact Meeting Date

Financials ASSOCIATED BANC-
CORP 

Executive Comp  12/4/2020  12/17/2020 

Financials PACIFIC PREMIER 
BANCORP, INC. 

Executive Comp  12/4/2020  Scheduled in 2021

Healthcare GILEAD SCIENCES, INC. Executive Comp  11/20/2020  Scheduled in 2021

Healthcare UNITED THERAPEUTICS 
CORPORATION 

Executive Comp  12/16/2020  Scheduled in 2021

Industrials AGCO CORPORATION Executive Comp  11/20/2020  12/14/2020 

Materials HUNTSMAN 
CORPORATION 

Executive Comp  12/4/2020  Scheduled in 2021

Materials Mineral Technologies Executive Comp  1/22/2020  2/10/2020 

Technology  ARROW ELECTRONICS, 
INC. 

Executive Comp  11/23/2020  12/4/2020 

Technology  EBAY INC. Executive Comp  12/16/2020  Scheduled in 2021

Technology  ORACLE CORPORATION Executive Comp  12/16/2020  Scheduled in 2021

Technology  ELECTRONIC ARTS INC. Executive Comp  12/4/2020  Scheduled in 2021
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1 The 12 U.K. Stewardship Principles (https://www.frc.org.uk/):

1. Purpose, strategy, and culture

2. Governance, resources, and incentives

3. Conflicts of interest

4. Promoting well-functioning markets

5. Review and assurance

6. Client and beneficiary needs

7. Stewardship, investment and ESG integration

8. Monitoring managers and service providers

9. Engagement

10. Collaboration

11. Escalation

12. Exercising rights and responsibilities
2 The eight Japan Stewardship Principles (https://www.fsa.go.jp/en/index.html):

1. Clear, publicly disclosed policy on fulfilling stewardship responsibilities. 

2. Clear, publicly disclosed conflicts of interest policy.

3. Monitoring of investee companies to orient them toward sustainable growth.

4. Engage with investee companies to solve problems.

5. Clear policy on voting and disclosure of voting activity. 

6. Report on how stewardship responsibilities are fulfilled, including their voting 
responsibilities, to their clients and beneficiaries. 

7. Develop skills and resources needed to appropriately engage with companies, 
understand their business environment and consideration of sustainability, and make 
proper judgments in fulfilling stewardship activities. 

8. Use service providers that allow institutional investors to fulfill their stewardship 
responsibilities.

3 Principle 1 of the U.K. Stewardship Code
4 Principle 1 of the U.K. Stewardship Code (Beliefs)
5 Principle 1 of the U.K. Stewardship Code
6 Principle 7 of the Japan Stewardship Code
7 Principle 3 of the U.K. Stewardship Code, Principle 2 of the Japan Stewardship Code 
8 Principle 2 of the U.K. Stewardship Code

9 9 Principle 8 of the U.K. Stewardship Code, Principle 8 of the Japan Stewardship Code
10 Principle 4 of the U.K. Stewardship Code
11 Principle 6 of the U.K. Stewardship Code
12 Principle 7 of the U.K. Stewardship Code
13 Principle 7 of the U.K. Stewardship Code
14 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.

15 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.

16 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 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.

18 Principle 9 of the U.K. Stewardship Code, Principles 4 and 7 of the Japan Stewardship 
Code

19 Principle 6 of the U.K. Stewardship Code
20 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.

21 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.

22 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.

23 Principle 10 of the U.K. Stewardship Code 
24 Principle 7 of the Japan Stewardship Code
25 Principle 12 of the U.K. Stewardship Code, Principles 5 and 6 of the Japan Stewardship 

Code
26 Principle 11 of the U.K. Stewardship Code
27 Principle 5 of the U.K. Stewardship Code, Principles 1, 2, 3 and 5 of the Japan Steward-

ship Code 
28 Principles 3 and 6 of the Japan Stewardship Code

The views expressed represent the opinions of Brandywine Global Investment Management, LLC (Brandywine Global), and are not intended as a forecast or guarantee of future 
results. All information obtained from sources believed to be accurate and reliable. All data current as of the date at the top of the page unless otherwise noted. This information 
should not be considered a solicitation or an offer to provide any Brandywine Global service in any jurisdiction where it would be unlawful to do so under the laws of that jurisdiction. 
Past performance is no guarantee of future results.

©2021, Brandywine Global Investment Management, LLC. All rights reserved.

Brandywine Global Investment Management, LLC brandywineglobal.com

North America 215 609 3500 Europe +44 20 7786 6360 Asia +65 6536 6213

Disclosures
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