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Introduction — Re-imagining
Investor Stewardship: Running
Themes and Emerging Trends

Investor stewardship, once primarily focused on firm-specific shareholder engagement, has
evolved into a multifaceted landscape involving a diverse area of actors, including asset managers,
asset owners, service providers, activist investors, investor associations, policymakers, NGOs, and
law firms. These actors operate across various levels — micro (issuer-specific), portfolio, system,
and — engaging with a wide range of assets, such as public equity, fixed income and infrastructure.
Using means like monitoring, engagement, voting, litigation and exit strategies, they target a
variety of themes, including environmental, social and governance (ESG) considerations, to serve
both financial and non-financial objectives.

At the heart of successful investor stewardship lies a foundation of trust, alignment between issuers
and stewards, and a shared understanding of expectations at both firm-specific and market levels.
The evolving varieties of investor stewardship present a complex yet vital landscape, demanding
thorough examination and dialogue.

The Varieties of Investor Stewardship conference sought to illuminate the current practices and
future directions of stewardship, particularly in light of the political and economic challenges faced
by key jurisdictions such as the UK, the US, and beyond. It explored the intricacies of contemporary
stewardship policies, practices, reporting, metrics, and outcomes, and examined how different
actors and levels of stewardship complement or substitute each other while intersecting with
diverse objectives.

In addition, the conference examined how stewardship is applied to newer asset classes, such as
fixed income, including sovereign bonds, and featured a case study on stewardship practices in
high emission sectors, bringing the company perspective to the forefront. Ultimately, the
conference aimed to contribute to future policy directions by enhancing awareness of the
stewardship ecosystem and its broader implications for finance, the environment and society.



The conference commenced with a warm welcome from Professor Dan Hunter, Executive
Dean of the Dickson Poon School of Law at King's College London, marking the third Investor
Stewardship conference organised by the King's Global Investor Stewardship Research Group.
Professor Hunter highlighted the alignment of investor stewardship with King's core values of
diversity, innovation and excellence, and praised the Group’s efforts in connecting academia
and business to drive innovation and policy solutions. He thanked the diverse group of
attendees, sponsors and organisers, and especially Dr Dionysia Katelouzou for her key role in
organising the event.

Dr Dionysia Katelouzou, leader of the King's Global Investor Stewardship Research Group,
followed by discussing the complexities of developing a comprehensive theory for investor
stewardship, referencing Stephen Hawking'’s “turtles all the way down” anecdote to illustrate
the infinite regress in law and social problems. She introduced the conference theme “Varieties
of Investor Stewardship”, highlighting the diverse levels, actors, strategies, outcomes, and
objectives of investor stewardship. She emphasised the need to distinguish between micro
(firm-specific engagement), portfolio, system and macro (policy advocacy) levels of investor
stewardship.

She expressed her gratitude to the British Academy and the ESRC Impact Acceleration Account
for their generous funding, as well as to her colleagues for their support in organising the
conference. Encouraging attendees to actively engage in the discussions, she urged them to
deepen their understanding of investor stewardship and to tackle its inherent complexities. She
concluded with a call to action, saying, “Let’s try to figure out the turtles in investor
stewardship”.



https://www.kcl.ac.uk/research/global-shareholder-stewardship
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https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Facademic.oup.com%2Fclp%2Fadvance-article%2Fdoi%2F10.1093%2Fclp%2Fcuae009%2F7756335&data=05%7C02%7Cania.budimir%40kcl.ac.uk%7Cfea2906e58694bfe312108dcf717cc30%7C8370cf1416f34c16b83c724071654356%7C0%7C0%7C638656928779776612%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=iaULQ%2FoiRSfJMQUmgNCWzFupyxSjI2qY0Zvgqn9SZMs%3D&reserved=0

Panel 1: Exploring the
Stewardship Ecosystem: Actors
and Levels

George Dallas, Head of Content at the European Corporate Governance Institute, moderated
the opening panel. In his introduction, Dallas emphasised the diverse interpretations and
applications of investor stewardship, encouraging the panellists to explore shared themes and
the implications of their differing perspectives for improving stewardship effectiveness. Key
discussion points included the evolution of stewardship from micro-level engagement to
macro-level systemic approaches, the challenge of balancing fiduciary duty between short-
term returns and long-term sustainability, and the integration of ESG factors into risk
management and societal impact assessments.

Dallas also underscored the growing influence of technology and artificial intelligence in
enhancing stewardship practices. He highlighted the need for tailored approaches to
stewarding, particularly in controlled companies where ownership is
concentrated among a few major shareholders or a family, as opposed to
widely held companies, where governance dynamics differ significantly.

He then handed the floor to Susan Hooper for a company perspective on
investor stewardship. Hooper admitted that, despite her 40-year career in
corporate governance and boardrooms, she had only recently come to fully
grasp the concept of investor stewardship, underscoring the need for clearer
communication to ensure alignment among all stakeholders.

Hooper noted that the 2008 financial crisis marked a pivotal shift in corporate
governance towards long-term value creation, encompassing financial, social
and environmental impacts. Post-crisis, active engagement and transparent
communication between boards and investors became crucial. Investors now




seek to understand a company’s long-term strategy, addressing risks related to sustainability,
governance, and social issues.

Highlighting sustainability’s growing impact on financial performance, Hooper discussed the
challenges businesses face in transitioning to sustainable practices. She stressed that
companies that successfully navigate this shift stand to gain a competitive edge and resilience,
but this requires innovation and long-term investment. Investors, while vital in driving
sustainability, face challenges in navigating industry- and company-specific issues and internal
conflicts.

She concluded by highlighting the growing shift in public trust from government to businesses
in addressing critical societal issues like sustainability and called for regulatory support to
ensure a level playing field and foster effective investor stewardship.

The second speaker, Kimberly Lewis, Head of Active Ownership at
Schroders, began by providing an overview of Schroders’ stewardship
approach, reflecting the firm’s nuanced and multi-faceted strategy.
Managing nearly a trillion U.S. dollars in assets, Schroders operates with a
decentralised model where individual analysts and fund managers handle
most stewardship activities, leveraging their close knowledge of companies.
The central stewardship team provides research, trend analysis, and best
practices to enhance engagement efforts.

A key focus for Schroders is impact measurement. Lewis explained that with
a diverse global client base, there is no single “asset-owner voice” on ESG
issues. Schroders gathers client insights through surveys, which inform their
annually updated Engagement Blueprint. This document organises their ESG
efforts into six themes: climate, natural capital and biodiversity, human
rights, human capital management, inclusion and diversity, and governance.

Lewis cautioned against using simple metrics, like voting percentages, as of
stewardship effectiveness. Instead, she emphasised the interconnectedness
of engagement and voting, advocating for a nuanced assessment of progress made through
engagement Schroders measures impact through various methods, including analysing
engagement outcomes and surveying companies for feedback on stewardship influence.

Regarding the current UK Stewardship Code, Lewis raised concerns about its prescriptive
nature and the heavy reporting requirements, that in her view, take time away from
meaningful stewardship activities. She argued that the code’s one-size-fits-all approach may
not suit all asset managers, given diverse client base and varying priorities across different
regions and sectors.She called for a more streamlined code that balances transparency and
accountability with the practicalities of active management. This, she suggested, would allow
asset managers to focus more on the quality and impact of their stewardship activities, leading
to better outcomes for their clients and the broader market. Emphasising the need for ongoing
dialogue with regulators like the Financial Reporting Council (FRC), Lewis called for the code



https://www.frc.org.uk/documents/5127/The_UK_Stewardship_Code_2020.pdf

to evolve in support of more effective and efficient stewardship practices.

The third speaker, Erica Serpico, Director of Vanguard’'s Investment Stewardship Team,
offered insights into how passive managers approach stewardship. Building on Kimberley
Lewis’ points, Serpico emphasised both the key differences in Vanguard’s approach,
particularly the separation between stewardship and investment management. While
investment managers at Vanguard are responsible for selecting and
managing investments based on the indices they track, the
stewardship team focuses on corporate governance, engagement,
and proxy voting, without influencing investment choices.

This separation ensures independence and objectivity, allowing the
stewardship team to address governance issues free from potential
conflicts of interest related to short-term performance. Serpico noted
that Vanguard'’s stewardship team consists of over 60 professionals
voting on 180,000 ballot items annually.

Ms Serpico then elaborated that Vanguard’s approach to stewardship
is based on four main pillars. The first pillar, Board Composition and
Effectiveness, focuses on ensuring that boards are independent,
capable, and experienced. The second, Board Oversight of Risk and
Strategy, focuses on the boards’ role in managing long-term risks,
including environmental and social factors. The third pillar, Executive
Compensation and Remuneration, scrutinises executive pay plans to align with shareholder
interests and long-term performance. Finally, Shareholder Rights ensures minority
shareholders have a voice in governance, which is crucial for a balanced corporate ecosystem.

The final speaker, Harlan Zimmerman, Senior Partner at Cevian Capital,
provided insights into stewardship from the perspective of an experienced activist
investor. Cevian is the world’s largest dedicated activist investor, managing $14
billion and concentrating on long-term engagement with just 10 to 15 European
companies at a time. Zimmerman explained that this concentrated investment
strategy enables Cevian to become a major shareholder, allowing for significant
influence, and to focus considerable resources on research and value-creation
work.

Zimmerman defined investor activism as investing with an embedded engagement
and change plan, rather than reacting when issues arise. Cevian specifically
targets underperforming companies with long-term potential that are trading well
below their intrinsic value. Its strategy is to work to make companies better, and §& :
thus more highly valued, by driving improvements to operations, strategy, structure, finances
and governance. He emphasised that driving change is "more of an art than a science” but
requires industry experience, strong relationships, and a proven track record. Credibility, built
through successful past engagements, is key to influencing boards and management.
Zimmerman contrasted seasoned activists with new investors, noting that bright ideas alone
are typically unsuccessful in driving change unless paired with established relationships and
experience.




Panel 2: Varieties of Metrics,
Targets and Outcomes in Investor
Stewardship

The second panel was moderated by Professor Anna Tilba of
Durham University. The discussion focused on the evolving landscape
of stewardship, particularly the ways in which different metrics,
targets, and outcomes are defined and measured. Reflecting on her
own experience, Tilba noted how investor stewardship has
transformed over the past 15 to 20 years from a niche concept to
a component that many investors consider to be part of their fiduciary
duties.

She highlighted that increased emphasis on stewardship has led to
greater transparency, driven by regulatory expectations and asset
owners’ demands for detailed engagement reports. She mentioned the
proliferation of standards like the UK Stewardship Code, Task Force on
Climate-related Financial Disclosures (TCFD) , Climate Action Plus,
Principles for Responsible Investment (PRI), and the Paris Aligned
Investment Initiative, which aim to improve stewardship practices but
also impose significant reporting burdens. The differing metrics and
criteria among these standards can cause inconsistencies and inefficiencies.

Tilba explained that metrics are crucial for evaluating stewardship performance and impact,
incorporating both qualitative and quantitative data to assess financial and non-financial
indicators. Targets define specific objectives and timeframes, translating broad goals into
actionable steps with measurable progress. However, the ultimate focus is on outcomes that
contribute to long-term value

creation, including tangible social and environmental results of stewardship activities. In
conclusion, she stressed the need for a unified framework to streamline reporting and
stewardship efforts lead to meaningful, sustainable impact.



The first speaker, Jennifer Law, Head of Stewardship at
Newton Investment Management, began by highlighting the
significant challenges faced by both the private sector and
investors, such as capital preservation, income inequality, Al's
societal implications, and climate change. While stewardship
is often viewed as a solution, Law cautioned against a one-
size-fits-all approach, stressing the importance of
understanding the diverse objectives of various stakeholders
in order to craft effective strategies and metrics.

For Newton, the primary goal of investor stewardship is to fulfil
client mandates by protecting and enhancing asset value, with
financial materiality at the core. While some clients seek
societal or environmental benefits, Newton’s focus remains on
delivering positive financial returns. Their outcomes-focused stewardship approach aims to
reduce risk and add value by considering issues like climate change and income inequality as
part of broader investment analysis.

Law emphasised that clients’ motivations vary — charities may pursue mission-aligned
outcomes, while pension plans may focus on specific member concerns. This diversity requires
stewardship strategies tailored to each company with success measured over time. She
criticised the market’s focus on superficial metrics, like the number of votes against
management, arguing that true stewardship should be judged by the quality of interactions
and their tangible results.

For Newton’s concentrated, high-conviction portfolios, stewardship success lies in setting
actionable, relevant objectives tied to the investment thesis and driving real change that aligns
with client goals. Law concluded by affirming that stewardship can address major societal
challenges, but must be approached thoughtfully, with clear, measurable objectives tailored
to each company’s unique context.

Responding to a question about whether investors also target smaller-cap companies or focus
primarily on larger firms, Jennifer Law clarified Newton Investment Management’s approach.
She explained that Newton engages actively with small-cap companies through their
investment strategies, working closely with investment teams to identify issues that may
reduce risk or unlock value. Law emphasised that their engagement is not biased toward
larger companies, and they set clear, actionable objectives for smaller-cap firms to address
specific concerns. Newton considers both the market capitalisation and their total investment
in @ company to ensure smaller-cap firms are not overlooked.



The second speaker, Diandra Soobiah, Head of Responsible Investment
at NEST, offered insights into responsible investment from the
perspective of a large pension fund. She emphasised the importance of
long-term, sustainable investment practices and integrating ESG factors
into NEST's strategies.

Soobiah introduced NEST as a UK-defined contribution pension scheme
) established for auto-enrolment, which has enabled millions of UK citizens
to invest in global companies and assets — a “quiet shareholder
revolution”. She stressed NEST's responsibility to invest the assets of its
13 million members responsibly, with financial materiality and ESG
integration at the core. While ESG is a priority, NEST’s primary goal
remains to secure and enhance the value of members’ assets.

Initially investing in index funds that lacked stewardship considerations,
NEST recognised the need to integrate broader environmental and social factors. Over the
past decade, NEST has strengthened its stewardship by rigorously assessing fund managers’
commitment to ESG and its impact on members’ retirement returns.

As a “systems investor” and a universal owner, NEST engages not only with companies but
also with policymakers and regulators to promote sustainable market practices. Soobiah
highlighted that well-functioning markets benefit all companies and enhance sustainability.
She underscored the importance of convincing fund managers to adopt a long-term
perspective, aligning with NEST’s sustainability goals. This requires ongoing dialogue,
transparency and regular discussions about engagement and progress.

In closing, Soobiah noted the increase in sustainable index funds and their often-inadequate
stewardship approaches. To address this, NEST transitioned its index mandate into a climate-
aware fund strategy, favouring companies aligning with the transition to net zero. During the
Q&A session, she highlighted the importance of long-term stewardship, even at the expense
of short-term returns, to manage future risks effectively. She provided an example of urging
Nestlé to sell healthier foods in anticipation of changing consumer trends and regulatory
actions, reflecting NEST’s commitment to prioritising long-term member interests over
immediate gains.



The third speaker, Nick Stansbury, Head of Climate Solutions at Legal &
General Investment Management (LGIM), provided a distinct perspective
on investment strategies aimed at driving the energy transition. Unlike the
other panellists, Stanbury’s focus was on understanding how the energy
transition impacts financial markets. His team’s primary goal is to develop
an evidence-based framework to analyse how the transition affects
corporate performance, informing better investment decisions.

Stansbury explained that many investors divest from companies lagging in
the transition to net zero, reallocating capital to those already performing
well. However, he pointed out the flaw in this approach — decarbonisation
is capital-intensive and divesting does not solve the problem. Instead
LGIM’s strategy is to invest in underperforming companies and use data-
driven engagement to encourage improvement in their sustainability
practices.

His team engages company executives with detailed, evidence-based
analyses, presenting the financial benefits of adopting sustainable practices. By showing how
these changes can enhance share price performance, LGIM aims to drive meaningful
improvements in corporate behaviour.

Stansbury emphasised that this data-driven approach has significantly improved LGIM’s
interactions with executives, moving the focus from abstract sustainability goals to concrete
financial outcomes. This shift has enabled more impactful conversations with CFOs, CEOs, and
board members, empowering LGIM to transform lagging companies into leaders. By
demonstrating the financial benefits of improved sustainability practices, LGIM not only
captures value for investors but also fosters positive market impact.

The final speaker, Alexis Wegerich, Head of ESG Analytics at Norges
Bank Investment Management (NBIM), highlighted the importance of
transparency and data-driven approaches in stewardship, emphasising
clear communication as a tool of influence. He provided an overview of
NBIM’s investment structure, which is about 70% equities, with the rest
in fixed income, real estate, and unlisted renewable infrastructure.
Despite the transparency of their investment structure, managing such a
large fund presents complexities, especially with both active and passive
equity managers handling overlapping portfolios.

NBIM’s stewardship operates on three levels: market, portfolio, and
company. At the market level, NBIM engages with standard-setters to
improve corporate sustainability reporting and supports academic
research, such as their role in a special issue on climate finance with the
. Review of Financial Studies. At the portfolio level, they assist managers
in integrating ESG considerations and disclose voting intentions five days
before annual general meetings (AGMs), increasing transparency.

At the company level, NBIM’s focus is on direct engagement and voting. Wegerich’s team uses
ESG data to help prioritise portfolio companies for engagement, particularly those responsible
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for significant financed emissions. Utilising external and proprietary data, NBIM can focus its
efforts on areas with the most impact. Wegerich stressed the importance of data-driven
metrics in tracking the effectiveness of stewardship efforts.

NBIM recently adopted an engagement tracking platform to enhance data consistency and
quality, enabling clearer assessments of outcomes. Wegerich emphasised the need to move
beyond simple activity counts and focus on the tangible results of engagements, reporting
objectives and achievements at an aggregated level. He concluded by highlighting that
consistent data allows NBIM to refine strategies by analysing what contributes to engagement
success, including factors such as portfolio manager involvement and industry specifics. This
understanding helps NBIM enhance the overall effectiveness of their stewardship efforts.

Panel 3: Varieties of Strategies
in Investor Stewardship

In the opening remarks for the third panel, Eva Micheler,
Professor at the London School of Economics, set the stage for a
dynamic discussion on strategies for effective stewardship. With
a focus on corporate law theory and governance, particularly
intermediation chains and indirect holdings, Micheler framed the
session around the diverse approaches to achieving impactful
stewardship, paving the way for an in-depth exploration of
investor stewardship strategies.

. Gavin Grant, Head of Governance at Baillie Gifford and the
| panels’ first speaker, shared insights into Baillie Gifford's
distinctive stewardship approach, drawing on his 20 years of
corporate governance experience.

8 As a private partnership, Baillie Gifford focuses on long-only listed
equities and private companies, maintaining a concentrated
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equity ownership. Grant highlighted their preference for unconventional, early-stage
companies led by innovative leaders, noting that 250 companies account for approximately
75% of their total assets.

Grant emphasised Baillie Gifford’s dual focus on trust and accountability in stewardship. While
the firm excels in private, trusted engagements, it recognises the need for greater public
transparency around escalation and accountability — a balance they continue to refine.

A unique aspect of Baillie Gifford’s approach is its support for non-compliance with corporate
governance codes. Grant explained that they support companies deviating from traditional
norms when it fosters innovation and long-term success, viewing governance as a private
contract between the firm and its investees. This allows for more
tailored, in-depth conversations rather than rigid adherence to
standard codes.

During the Q&A, Grant addressed their stance to non-compliance
and the “comply or explain” model. He praised the original
Cadbury Code for balancing bespoke governance structures and
advocated for an “apply and explain” approach, which promotes
individualised governance strategies while ensuring transparency
about outcomes. He also discussed the risks of excessive
transparency in stewardship, which can lead to transactional
relationships and undermine genuine engagement. Instead, he
proposed client inspection rights within asset management
agreements, allowing for private scrutingy and meaningful
discussions.

Grant concluded by acknowledging that while public stewardship reports have value, they are
curated. Private client inspections offer more authentic accountability, ultimately improving
the quality of Baillie Gifford's stewardship practices.

The second speaker, David Trenchard, offered an in-depth
perspective on the role of equity activism in investor stewardship,
drawing from his background in banking, communications, and major
activist funds like Elliott Investment Management. Trenchard argued
that equity activism represents an advanced form of investor
stewardship, with activists operating similarly to private equity
investors by focusing on a limited number of companies and
dedicating significant resources to drive change.

He highlighted the rigorous due diligence process that defines
activism. Activists conduct exhaustive analysis on public data and
engage with former board members, suppliers, employees, and
competitors to fully understand a company’s operations and areas for
improvement. This detailed preparation positions activists as “external
consultants”, offering data-driven insights to improve decision-
making.

Trenchard stressed the importance of avoiding adversarial approaches, advocating for
constructive and collaborative engagement with company boards. This shift from



confrontation to partnership has transformed the perception of activists from troublemakers
to valuable allies, presenting well-researched, actionable proposals.

With the rise of passive investment, Trenchard emphasised the critical role of engaged active
investors. He argued that activists, by focusing on capital allocation, cash flow management,
and business strategy, add significant value and complement the passive manager’s approach,
ensuring companies maximise long-term value.

During the Q&A, Trenchard reflected on the effectiveness of stewardship in the UK, noting
its evolution into a functional and increasingly effective ecosystem. He shared an anecdote
from his early activism days, illustrating how the perception of activists has shifted.
Successful activism now requires both financial acumen and social acceptability, with
activists adapting their strategies based on stakeholder reception.

He concluded by underscoring the need for a balanced approach in activism, ensuring that
strategies are not only financially sound and but also socially responsible, thereby enhancing
the overall effectiveness of stewardship.

The third speaker, Steven Friel, CEO of
Woodsford, specialises in collective redress for corporate
governance and ESG failures. He emphasised litigation
as a critical tool in investor stewardship, explaining
how Woodsford helps institutional investors organise
and engage with companies facing major
governance and ESG breakdowns, potentially

leading to legal action.
Friel outlined three key levers of control for institutional

investors. The first is the decision to invest or divest,
allowing investors to express satisfaction or
dissatisfaction with a company's strategy. The second
lever involves regular engagement through activities like
AGMs, shareholder resolutions, and dialogue with
management. The third, which Friel emphasised, is
escalated collective engagement, including intensive
measures like collective shareholder engagement and
litigation. This approach becomes necessary in cases of
severe corporate governance and ESG failures, where
holding companies accountable requires robust action.

Friel contrasted the American opt-out class action system with the opt-in
collective engagement model used in the UK, Europe, Japan, and, to some extent, Australia.
The opt-in model fosters deeper commitment to the stewardship process and ensures that
benefits from litigation are shared among those actively involved.

He highlighted the importance of litigation in changing corporate behaviour, noting that legal
action can drive meaningful improvements in governance and operational standards. Friel
cited recognition from the International Corporate Governance Network (ICGN) and the PRI,
which endorse litigation as part of responsible investment.

In conclusion, Friel called for broader industry of litigation as a legitimate tool. He argued that

PAGE 12




when used constructively, litigation prompts companies to address &
failures and take corrective action, offering an opportunity for
improvement rather than being seen as a mere nuisance. \J

The final speaker, Lewis Johnston, Director of Policy at ShareAction,
expressed gratitude for the opportunity to speak at the conference
and introduced ShareAction as an NGO focused on promoting
responsible investment through research, impactful corporate
campaigns, and policy advocacy. ShareAction aims to ensure
institutional investors uphold stringent ESG criteria through
comprehensive research and effective advocacy.

Johnston centred his remarks on the panel’s theme of stewardship
strategies, proposing that stewardship should be seen as a dynamic
spectrum of escalating engagement rather than a collection of distinct
approaches. He introduced a sliding-scale model of escalation, where
the intensity of engagement is tailored to specific issues, referencing
ShareAction's Responsible Investment Standards and Expectations
(RISE) paper, which outlines strategies from routine interactions to
more intense actions like voting and legal proceedings.

He challenged the traditional dichotomy between relational and adversarial stewardship,
suggesting that clear escalation strategies with consequences can enhance relationships by
providing transparency and demonstrating the seriousness of the issues.

Johnston emphasised that stewardship should focus on outcomes, not just processes. He cited
ShareAction's research showing a decline in the effectiveness of stewardship, with only 3% of
assessed ESG resolutions passing in 2023, compared to 21% three years prior. This
underscores the need for stewardship efforts to achieve tangible, measurable results.

In conclusion, Johnston highlighted the role of regulators in setting high standards for
stewardship. He argued that robust regulatory frameworks are essential for enforcing effective
stewardship practices, which ultimately drive long-term for clients, the economy, and society.
He stressed the importance of competing on the quality of stewardship, advocating for a shift
from process-focused measures to outcome-driven goals that foster sustainable growth.

Panel 4: Applying the lessons:
Stewardship in High Emission
Sectors


https://cdn2.assets-servd.host/shareaction-api/production/resources/reports/UNDER-EMBARGO-RISE-Paper-2_Introducing-a-standardised-framework-for-escalating-with-companies.pdf
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Tom Gosling from London Business
School opened the fourth panel by
highlighting the practical challenges
of engaging with high-emitting
PO(]NM | . industries. He noted that while much
SCHOOL ; : v of the day's discussion had

. optimistically aligned environmental

: OI\LAW Vi S W K o=
=3 \ - l\ = l Iy B and social goals with long-term value
E’ E E’ fd 1%!, _ creation, these conflicts are starkly
) o Bl cvident in heavy-emitting sectors.
I 7 ]\'( S & - Investors face difficult choices
\('//j,» = balancing value creation and urgent
climate demands. By framing the
panel as a pragmatic exploration of
these real-world tensions, Gosling emphasised the need for a grounded exploration of the

dilemmas investors and companies face in high-emission industries.
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The first speaker on the panel, Ben Mathews, Company Secretary at BP, addressed the
challenge of stewarding high-emitting companies in the context of climate change. He stressed
that integrating climate considerations is essential for managing such companies effectively.

Mathews outlined the complexity of the energy transition, FarEs

A @ &
noting that BP’s 2020 shift from an international oil " K

company to an integrated energy company has been more V ﬂﬂN
challenging than expected. he emphasised the need for
collaboration across the value chain, including producers,
consumers, and other stakeholders. Mathews highlighted
gaps in current frameworks for managing the energy
transition and stressed the importance of transparency in
communications, disclosures, and reporting. He pointed to
BP's TCFD-compliant reports and its 2022 net-zero
ambition report as critical tools for building trust and
informing stakeholders of BP’s progress. Ongoing dialogue
with external voices, such as shareholders, various
stakeholders and initiatives like Climate Action 100+, was
highlighted as essential for refining BP’s strategy and aligning with global climate goals.

Responding to a follow-up question about setting realistic targets for high-emission
companies, Mathews acknowledged the challenge of balancing fossil fuel demand with climate
commitments, noting that fossil fuels still account for 80% of the global energy mix. He cited
geopolitical and macroeconomic factors, such as the Russian invasion of Ukraine and the
COVID-19 pandemic, as complicating energy strategies.
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In 2020, BP set ambitious carbon targets to achieve net zero by 2050, with interim goals for
2025 and 2030. Initially met with scepticism, BP has had to adjust these targets in response
to evolving challenges, such as revising hydrocarbon reduction goals in 2023. However,
Mathews emphasised that BP remains committed to transparency and stakeholder
engagement, working closely with groups like Climate
Action 100+ to make binding commitments toward their net
zero ambition.

The second speaker, Sofia Bartholdy, Responsible
Investment Integration Director at the Church
Commissioners for England, discussed stewardship with
high-emitting companies in the context of their climate
objectives. She stressed the complexity of transitioning to
a low-carbon economy and the alignment with the Paris
Agreement, emphasising that while substantial investment
is needed, the cost of inaction—both human and
economic—is far greater.

Bartholdy highlighted engagement as a key tool in
achieving net-zero emissions, particularly with companies
responsible for a large share of their portfolio’s emissions. She noted that emissions tend to
be concentrated in a few companies, as also observed by Climate Action 100+, and
emphasised the differences between companies whose emission stem from products versus
operational processes.

She outlined the Church Commissioners’ long-term climate engagement beginning over a
decade ago with shareholder resolutions for climate disclosure from oil and gas companies.
In 2018, they set a deadline for these companies to align with the Paris Agreement, and by
the previous year, many had not made sufficient progress, leading to investment restrictions.
However, these restrictions remain flexible, with the potential for reinvestment if companies
meet climate objectives.

Now, their focus has shifted to companies that rely on high-emission products, aiming to
engage encourage adaptation to reduce emissions.

In response to a question from Tom Gosling on how their mandate influences their
stewardship approach, Bartholdy affirmed that their faith-based values strongly align with
responsible investment and climate action, impacting both their ethical and financial decisions.
Their mandate drives a unique approach, emphasising long-term value and stakeholder
support for climate initiatives.

On setting realistic targets for high-emitting companies, Bartholdy acknowledged the ambition
of the 1.5°C Paris Agreement goal. She suggested companies break objectives into smaller,
achievable milestones and maintain transparency, even if preparing for less optimistic
scenarios. This pragmatic approach fosters honest investor-company dialogue.

She concluded by explaining that the Church Commissioners set thresholds and milestones
for their engagements, adjusting strategies as necessary, with the ultimate goal of striving
as close to the 1.5°C target while being mindful of the severe consequences of falling short.
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The third speaker, Bruce Duguid, Head of Stewardship at Federated Hermes EOS,
introduced his organisation, which manages approximately
$700 billion in assets and provides stewardship services for
approximately $1.5 trillion across around 70 asset owner
clients. This significant influence allows them to dedicate
substantial resources to stewardship, with a team of 30 people
focusing on around 500 companies.

Duguid highlighted climate change as the primary engagement
focus over the past five years, driven by the substantial risk it
poses to investments. He emphasised the importance of
transparency and disclosure, citing the TCFD as crucial for
helping investors assess risks in their portfolios. Climate
change, he noted is a global megatrend requiring attention,
particularly in addressing systemic risks, which large investors
are exposed to through diversified portfolios. This perspective
aligns with the universal owner theory, where the global
economy and society’s health directly impact investment
returns.

Responding to Gosling’s question on motivation, Duguid explained that while different clients
will have different, the primary driver is fiduciary duty — managing long-term value. He noted
that societal concerns about climate change inevitably affect companies’ reputations and
performance over time, impacting their long-term viability.

On setting targets for high-emitting companies, Duguid acknowledged criticisms of Climate
Action 100+ but defended its efforts, particularly its focus on aligning companies with the
1.5°C target. He noted that while not all companies can realistically meet this goal, and that
any targets should be subject to dependencies including public policy, aligning with it helps
mitigate regulatory risks and improve reputational standing. He highlighted the initiative’s
major successes, including widespread adoption of TCFD guidelines and an increase in
companies setting science-based net-zero targets.

While Climate Action 100+ has not achieved every goal, Duguid stressed the significant
progress in climate engagement. He contrasted today’s ambitious targets with earlier climate
discussions, where 2°C goals seemed challenging, underscoring the evolution and impact of
the initiative.



The final speaker, John Teahan, Portfolio Manager
and Partner at Redwheel, reflected on Redwheel’s
evolving approach to climate-related stewardship
since he joined in 2010. Initially, climate change was
not a major focus, but the 2015 energy sector crisis
marked a turning point. Despite a recovery in
earnings, energy stocks did not recover the same
level of interest from investors. This weighed on
valuation multiples, and at least some of this lack of
interest was due to the Paris Agreement and the
growing divestment movement, which highlighted
long-term climate risks and prompted structural
selling from the sector. Teahan pointed out that while
cash flows for energy companies have increased
significantly in recent years, driving attractive
shareholder returns, climate risks now complicate
investment decisions.

This experience and the wider experience of integrating sustainability risks, prompted a shift
in their approach. It evolved from a simple ESG scoring framework, to one of assessing the
real materiality of climate and other non-financial risks on an individual company basis. By
2019-2020 this focus on materiality led naturally to a more active engagement approach
with companies, which also coincided with an increase in client interest and questioning on
their energy sector exposure.

The approach involves more knowledge building on climate and transition issues, frequent,
in-depth discussions with companies about their transition plans and collaborating with other
investors. Balancing these climate risks with fiduciary duty, Redwheel retained its energy
investments due to attractive valuations and cash flows. They also introduced climate-focused
mandates to allow for greater action on climate issues, beyond what the traditional mandate
and thus fiduciary duty would allow.

The new climate engagement strategies focus on investing in those carbon intensive
companies that Redwheel believes are both willing and able to make the transition. In
response to a question from Tom Gosling, Teahan explained that the new strategies with an
explicit climate component prioritise engagement over immediate alignment with climate
goals. Rather than divesting from companies failing to meet specific criteria, the strategies
focus on working with companies to improve climate plans. The approach acknowledges that
there are genuine market, technology and policy barriers stopping companies decarbonising
faster. However, given this context, divestment remains an option if progress is insufficient.

Panel 5: Navigating Fixed Income
and Sovereign Stewardship:
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Strategies, Outcomes, and
Challenges

The final panel, moderated by Dr Carmen Nuzzo, Professor in Practice
and Executive Director of the Transition Pathway Initiative (TPI) Centre
at the London School of Economics, focused on the evolving role of fixed-
income investments in stewardship. Drawing on her experience at the
PRI, Nuzzo highlighted the challenges of integrating ESG factors into
fixed-income instruments, including the complexity of assessing not only
issuers but also single issues with different maturities, as well as the
absence of voting rights, which contrasts with the more direct influence
equity investors have. Despite these hurdles, since 2015, fixed-income
investors have increasingly recognised ESG risks as critical financial risks,
and collaborated with credit rating agencies to improve transparency.

Nuzzo also noted the rapid growth of the thematic bond market, marked
by a significant rise in the issuance of green, social, and sustainability-
linked bonds issued by corporates and sovereigns.

Carmen Nuzzo Eusens i, DESPIte  this progress, she acknowledged

~ that fixed income has long been viewed as
the “neglected child” of responsible investment. The focus has
now shifted from questioning ESG's relevance in fixed income to
determining how to effectively integrate it. While terms like
“stewardship” and “active ownership” may not intuitively fully
apply to fixed-income investors, their influence through
engagement is significant. By advocating for transparency and
better governance as well as increasing their scrutiny on how
issuing entities address ESG risks, fixed-income investors can
drive positive change in debt issuers’ practices. The first speaker,
Eugenia Unanyants-Jackson, Global Head of ESG at PGIM,
opened by introducing PGIM, a multi-manager with approximately
$1.3 trillion in assets under management, with a significant focus
on debt investments across asset classes.

Unanyants-Jackson emphasised the importance of ESG factors in debt investing, noting that
governance has always been key in credit analysis due to its direct link to management quality.
She highlighted the growing importance of environmental and social factors, driven by
increasing financial risks like climate change and evolving consumer preferences favouring
companies with strong ESG practices.

She explained that the integration of ESG factors into fixed income has been bolstered by the
rise in data availability, allowing for a more precise ESG analysis in fixed-income models.
However, data gaps remain, particularly in areas like private credit and infrastructure.

Unanyants-Jackson also noted a trend in Europe towards double materiality, where investors



consider both the financial risks of ESG factors and the broader impact of their investments
on the environment and society, driven by European regulations.

In response to a question from Dr Nuzzo about sovereign engagement, she clarified that while
stewardship is relevant in fixed income, “active ownership” is less applicable due to the
absence of voting rights. Instead, fixed-income investors influence issuers by affecting their
cost of capital, a critical factor for lower-grade issuers. She explained that sovereign
engagement involves complex interactions with various departments and entities within
sovereign states, with investors helping governments to understand how addressing
certain governance, social, and environmental issues can enhance attractiveness of a
country’s debt to investors.

The second speaker, Esther Law, Senior
Investment Manager at Amundi, emphasised
Amundi’s strong commitment to stewardship and
responsible investment. Law echoed previous
points about regulatory challenges, particularly in
emerging markets, where data scarcity and post-
COVID infrastructure and poverty issues
complicate ESG initiatives. She noted that political
regime changes can further hinder long-term ESG
goals, presenting unique obstacles in sovereign
investments.
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Despite these challenges, Law expressed
optimism, citing Uruguay'’s ambitious
sustainability-linked bonds (SLBs) and proactive
investor engagement as a positive example. She
contrasted this with varying approaches to ESG in
European issuers and highlighted how the high
U.S. interest rate environment gives investors leverage in emerging markets. She shared an
anecdote about experimenting with a “pink bond” to illustrate innovative approaches in
sustainable investment.

Law concluded by emphasising the importance of proactive engagement and persistence,
pointing to the IFC — Amundi Planet Emerging Green Bond Fund as a successful collaboration.
She encouraged a forward-looking approach to stewardship, focusing on expertise and
overcoming obstacles rather than retreating from complexity.

In response to an audience question about the perceived disconnect between practice,
academia, and policy-making, and the effectiveness of the UK Stewardship Code 2020, Law
disagreed with the idea of a disconnect, citing the ASCOR (The Assessing Sovereign Climate-
related Opportunities and Risks) initiative as a successful integration. She acknowledged
progress in sovereign engagement, particularly in the formalisation of communication
between investors and debt management offices (DMOs) on ESG issues. Law explained that
the absence of specific sovereign stewardship mentions in the UK code reflects the broader
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challenges of comparing sovereign and corporate engagement, underscoring the need for
continued learning and patience in this area.

The third speaker, Victoria Barron, ASCOR Co-Chair, highlighted the
importance of focusing on overall risk ratings when asset owners
engage with asset managers, emphasising the link between credit risk
and ESG factors in sovereign debt ratings. She noted the
misconception that sovereign debt is risk-free, citing the UK gilt crisis
as proof of how government actions can significantly impact sovereign
debt markets.

Barron discussed the challenges faced by UK defined benefit (DB)
schemes, which are closely tied to gilts due to currency hedging and
asset-liability strategies. This reliance often leads to passivity among
investors, who feel limited in their ability to engage with sovereign
issuers. However, she argued that meaningful engagement is still
possible despite these constraints.

Acknowledging the ongoing debate about data availability for
sovereign debt, Barron noted the relative scarcity of data compared to other asset classes,
which complicates investor engagement. Both investors and sovereign issuers often face
uncertainty: investors are unsure what to ask, and issuers are unclear on investor
expectations.

Despite these hurdles, Barron expressed optimism about collaborative engagement, noting
that while it is more complex and slower with sovereign issuers, opportunities are emerging.
She emphasised the potential for productive dialogue through such collaboration.

Barron concluded by highlighting the ASCOR framework, developed with the TPI at the London
School of Economics, and over 30 investors managing over $5 trillion in assets, to assess and
address climate risks with sovereign issuers. ASCOR offers a structured approach to evaluating
a country’s emissions, policies, and investment opportunities, helping investors understand
climate risks in sovereign debt. Developed also with the input from a public consultation and
roundtables, including the participation of investors, investor associations and debt
management offices (DMOs) representatives, ASCOR is already seeing strong demand from
fixed-income investors eager to incorporate it into their valuation models and engagement
strategies.

She emphasised the importance of a common framework like ASCOR to create a shared
understanding between investors and sovereign issuers, supporting more sustainable
investment practices and integrating climate risks into fixed-income investment decisions.
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The final speaker, Magali Van Coppenolle, Global Head of
Policy at the Climate Bonds Initiative, provided an overview of
the global debt market, noting that sovereign issuance makes
about half of the market, but only 10% in the green, social,
and sustainable (GSS) segment. She attributed this to factors
like only about 50 out of 168 countries having issued green or
GSS Plus bonds, with major players like the US and China
notably absent.

Van Coppenolle highlighted the complexity of identifying
eligible expenditures for GSS Plus bonds, which requires
significant governmental capacity for budget tagging based on
taxonomies - a challenge for many countries, both developed
and emerging. She also discussed the currency risk faced by
nations issuing bonds in foreign currencies, which can
introduce financial instability, particularly in emerging markets.

Despite these hurdles, she expressed optimism about
innovation in emerging markets, citing Uruguay and Chile as
leaders in sustainability-linked bonds (SLBs), which tie financial ®
terms to environmental or social targets, incentivising positive
outcomes while attracting sustainability-focused investors.

Van Coppenolle also pointed to challenges slowing the growth of the GSS bond market, such
as the limited pipeline of eligible projects and concerns about the credibility of performance
frameworks tied to SLBs, which often lack rigour, undermining investor confidence.

In conclusion, she called for robust frameworks to support GSS Plus bonds and SLBs. With
improved methodologies, enhanced government capacity, and better-aligned performance
frameworks, the market for these bonds could grow significantly, playing a key role in
achieving sustainable development goals and supporting the global transition to a low-carbon
economy.



Concluding Remarks

The conference concluded with Dionysia Katelouzou offering
reflections on the multifaceted nature of investor
_, stewardship, using her earlier metaphor of the earth resting
on the backs of many turtles—symbolising the diverse
actors, levels, assets, motivations, and approaches that
support stewardship. A key concept emerging from the
* discussions was the "systems investor," which sparked
conversations about how different levels of stewardship—
micro, portfolio, system, and macro—complement or
substitute each other.

Katelouzou highlighted that the day's discussions explored
not only the shifting stewardship landscape but also the
emerging model of enlightened stewardship. This model
broadens the traditional understanding of investor
stewardship by incorporating the interests of “unseen
others"—end investors, the broader environment, and
society at large. The concept recognises that investor
stewardship is the responsible allocation, management, and
oversight of capital on behalf of clients and beneficiaries to
create long-term value, and in doing so, leading to sustainable benefits for broader
stakeholders, including the economy, environment, and society.

Enlightened stewardship involves multiple layers of responsibility, ensuring that institutional
investors balance the immediate interests of their clients and beneficiaries with the long-term
welfare of end investors, investable assets, and broader societal and environmental impacts.

Through the panels, the importance of systems-level engagement and ESG integration was
reaffirmed, but not at the expense of value creation. Stewardship, in this sense, is not a zero-
sum game but a means to balance long-term financial returns with broader societal and
environmental goals. This enlightened stewardship model envisions a future where investors
are both responsible stewards of capital and active agents of change, fostering positive
outcomes for all stakeholders—including those who remain unseen in traditional frameworks.

Looking ahead, Katelouzou encouraged participants to maintain the momentum generated
during the conference. She reiterated the importance of stewardship as a tool for managing
other people's money with integrity, transparency, and accountability. She announced that
the group would reconvene in 2026, continuing to explore this complex and dynamic
landscape.

Until then, she urged attendees to stay connected, embrace the broader responsibilities of
enlightened stewardship, and keep pushing for a more inclusive and impactful stewardship
model that addresses both seen and unseen others.
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About King's Global Investor Stewardship Group

The King’s Global Investor Stewardship Group is an international research body that unites
academics, practitioners, policymakers and standard- setters from around the world to
advance best practices in investor stewardship. By fostering dialogue and collaboration
among national, regional, and international stakeholders, the group aims to facilitate the
exchange of ideas, share experiences, and shape the future of stewardship policy through
evidence-based research and actionable recommendations.

Led by Dr. Dionysia Katelouzou, the group includes over 150 members representing 27
jurisdictions globally. It serves as a key platform for interdisciplinary scholarship and
practical insights, guiding the evolution of stewardship practices across multiple regions.
Through meaningful debate and the dissemination of good practices, the group seeks to
elevate stewardship standards worldwide.

The King’s Global Investor Stewardship Group is supported by the British Academy in
partnership with the Department for Business, Energy and Industrial Strategy (BEIS), the
ESRC Social Science Impact Fund, The Dickson Poon School of Law, and the Transnational
Law Institute.

The Group would like to extend gratitude to the British Academy Mid-Career Fellowship, the
ESCR Impact Acceleration Account, and the Dickson Poon School of Law for their
contributions to the funding of the conference.
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https://www.kcl.ac.uk/research/global-shareholder-stewardship
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