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Steven Friel, CEO Woodsford

Welcome to the December 2025 edition of Woodsford Engage’s quarterly newsletter
aimed at stewardship, legal and operations professionals within institutional investors.

Woodsford Group is a global leader in collective redress. Our clients are investors

or consumers who have suffered financial loss following breakdowns in corporate
governance at major companies. Our institutional investor clients include most of the
top 100 global asset managers by AUM.

Upon identification of a catastrophic breakdown in corporate governance at a
publicly listed company, Woodsford Group is able to offer institutional investors
a suite of and solutions — the former includes notification
of the corporate governance failure, identification of financial losses suffered
and organisation into a group of affected investors for a collective and escalated
engagement with the investee company — whilst the latter ensures participating
investors are financially de-risked through the funding of the entire escalated
engagement, up to and including litigation if an amicable resolution cannot be
achieved earlier.

In this edition, Anna-Stina Wiklund explores whether a
responsible investment strategy can be compatible with investment in the defence
industry; Hugh Tait examines the significant implications for investors’
rights of redress following the recent SEC policy shift on mandatory arbitration clauses;
and Will Goodwin reflects on the increased use by investors of pass-through
voting making it a key component of every stewardship toolkit.

Thanks to our all contributors for this edition and we hope you, our readership, find
the articles both insightful and thought-provoking. If you'd like to contribute to future
editions, then get in contact with Rebecca D'silva at

We're grateful for the continued support of our contributors and readership and look
forward to highlighting further stewardship issues for discussion in 2026 and beyond!

If you missed our earlier editions, check them out
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From Exclusion to Engagement: @

A Stewardship Lens on Europe’s
Evolving Defence Investments

Anna-Stina
Wiklund
(GAA)

For years, ESG frameworks rewarded investors who avoided arms

manufacturers. The logic was simple: fewer weapons mean fewer wars.
Yet Ukraine challenged that assumption.

With defence spending rising amid
global tensions, institutional investors
face new stewardship dilemmas.
Defence companies now sit at the
intersection of national security, ESG
expectations, and complex supply
chains. How investors respond

today could set the precedent for
how controversial industries are
approached tomorrow.

Before 2022, most European
institutional investors viewed the
defence industry as an ethical no-go
zone. Weapons manufacturing sat
alongside tobacco and gambling on
exclusion lists. ESG frameworks—
especially in Northern Europe—
treated defence as incompatible with
responsible investment. But Russia’s
invasion of Ukraine redrew that
moral map. What was once excluded
on ethical grounds is now being
reconsidered as a public good.

The war ended Europe’s long
complacency about security. NATO
members pledged billions in new
defence spending. European
governments began speaking of
“strategic autonomy” and “resilienc

with urgency. Investors found
themselves facing a difficult question:
can responsible investment ignore the
industries that safeguard democracy
itself?

A moral and financial turning point

For years, ESG frameworks rewarded
investors who avoided arms
manufacturers. The logic was simple:
fewer weapons mean fewer wars. Yet
Ukraine challenged that assumption.
“Without security, there can be

no sustainability,” as one Nordic
pension executive put it. Investors
began asking whether blanket
exclusions truly reflected responsible
stewardship—or a comfortable moral
distance from uncomfortable realities.

Across Europe, the response has not
been uniform. The shift has been
most visible in the north, where
sustainability frameworks are most
developed—and most restrictive.

Northern Europe: From moral clarity
to moral complexity

In Finland, Marma Mutual Pension
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Insurance ComDan\J—managing
nearly €60 billion—updated its

responsible-investment principles

in 2025 to allow defence-sector
investments under strict conditions.
The policy recognizes defence as “a
prerequisite for a functioning and safe
society,” while continuing to exclude
controversial weapons and non-
aligned jurisdictions. Defence firms
must now pass Varma's enhanced
due-diligence screening.

Another major Finnish fund,
, has not changed its
exclusions but participates in national
discussions on security resilience. Its
sustainability reporting focuses on
human rights, supply-chain integrity,
and governance—but has yet to
disclose direct engagement with
defence companies. This illustrates
the caution still present even among

Europe’s most progressive investors.

Defence companies now

sit at the intersection of
national security, ESG
expectations, and complex
supply chains. How
investors respond today
could set the precedent for
how controversial industries
are approached tomorrow.

In Denmark, reversed

its long-standing ban on investing in
major defence firms such as Airbus,
Thales, and BAE Systems. “The world
has changed significantly since
Russia’s invasion of Ukraine,” PFA said.

PensionDanmark has gone further,

financing naval-vessel construction
through public-private partnerships—
an investment once unthinkable
under earlier ESG screens.
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Swed
the e sector investable provided
companies comply with humanitarian
law. Meanwhile, Norway's sovereign
wealth fund is openly debating
whether its ethical guidelines—still

F Pension now considers

excluding arms manufacturers—
remain fit for purpose “in a world
again marked by military re-
armament and growing tensions.”

What unites these Nordic funds is

a new realism: the recognition that
responsible investment must also
protect the conditions under which
responsibility is possible. Their tone
has shifted from moral clarity to
moral complexity, acknowledging
that democracy and sustainability are
intertwined.

Southern Europe: Pragmatism over
principle

In Southern Europe, the change has
been quieter. Countries such as Spain,
Italy, and Greece have long main-
tained close ties between state, indus-
try, and defence, and their institutional
investors have applied fewer strict
exclusions. Defence is viewed less as a
moral dilemma and more as an eco-
nomic and strategic sector supporting
innovation, exports, and employment.

Since 2022, Southern European inves-
tors have gained new confidence in
defence as a legitimate investment
theme. Spanish and Italian funds, for
example, are active participantsin EU
programs such as the European De-
fence Fund and dual-use technology
initiatives. Engagement here is prag-
matic: focused on competitiveness,

industrial autonomy, and the ability to
attract EU capital rather than on rede-
fining ESG boundaries.

The next frontier: Responsible
engagement

Policy is beginning to catch up.

The European Investment Bank

has softened its stance on dual-use
technologies, and the European
Commission is debating whether
defence should fall within sustainable-
finance frameworks. ESG rating
agencies are also revisiting their
methodologies, which have long
penalized defence firms simply for
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their sector classification. These shifts
recognize that sustainability without
security is an illusion.

The new realism

Two years ago, few European
investors would have imagined
discussing “sustainable defence.”
Today, the phrase no longer sounds
contradictory.

The challenge ahead is to ensure that
this new realism does not become

a moral shortcut. Responsible
investment must still mean

rigorous scrutiny, transparency, and
accountability—but it must also
acknowledge the geopolitical world as
it is, not as we wish it to be.

Europe’s institutional investors are
learning that the defence sector is
not the opposite of sustainability,

it is part of its foundation. Without
safety, there is no stability. Without
stability, there is no progress. As the
continent confronts a more uncertain
future, investors must balance ideals
with pragmatism—and accept that
sometimes, defending democracy
may be the most responsible
investment of all.

About the Author

Anna-Stina Wiklund is a sustainability

adviser at Global Advisory Alliance|
specialising in responsible
investment, stewardship, and

ESG policy for European financial

institutions.

Europe’s institutional investors
are learning that the defence
sector is not the opposite of
sustainability, it is part of its
foundation. Without safety,
there is no stability. Without

stability, there is no progress.
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A Quiet SEC Shift with
Big Consequences for

Investors

Hugh Tait
(Woodsford)

While the policy statement is formally limited in scope, its implications
extend well beyond the mechanics of registration acceleration and point

to a broader shift in how investor claims may be channelled in the US
going forward.

What has happened?

On 17 September 2025, the SEC
issued a policy statement confirming
that a company's use of mandatory
arbitration provisions for investor
claims under the federal securities
laws will not, on its own, affect the
SEC's willingness to accelerate

the effectiveness of a registration
statement. This is a notable departure
from the SEC's long-standing
practice, which treated issuer-investor
arbitration clauses as inconsistent
with investor protection and with

the anti-waiver language in the
Securities Act. While the new policy
statement does not resolve whether
these clauses are valid as a matter of
contract or state law, it removes a key
regulatory obstacle.

Why does this matter?

While the policy statement is formally
limited in scope, its implications
extend well beyond the mechanics

of registration acceleration and point
to a broader shift in how investor
claims may be channelled in the US
going forward. In practice, thi

the door to mandatory arbi

longer use the registration process
to discourage the inclusion of such
clauses.

Mandatory arbitration sits uneasily
with widely accepted governance
standards, including those in the

ICGN Global Governance Princigles]

However, governance frameworks

have historically evolved alongside
changes in enforcement mechanisms
and market practice, often adapting
to preserve accountability. The
broader implications of the

SEC's policy shift will depend

on how investors, issuers and
regulators respond, and whether
complementary mechanisms emerge
to sustain effective governance and
investor protection.

Fewer Class Actions (But Potentially
the Rise of Other Forms of
Enforcement)

The most immediate effect of
mandatory arbitration provisions that
restrict court-based class actions is
likely to be a decline in traditional

US securities class actions. For

mMany years, class proceedings have
been the primary form of private
enforcement, particularly for retail


https://www.icgn.org/global-governance-principles

investors and small to mid-sized
institutions, by providing scale, cost-
sharing and access to specialist
expertise.

Critics of the SEC's revised position
argue that constraining class
mechanisms may discourage some
investors from pursuing claims,
given the cost and complexity of
securities disputes and the potential
unattractiveness of individual
arbitration. On this view, familiar
court-based routes to redress may
become less accessible for certain
categories of investor.

At the same time, a reduction in class
actions alters how market discipline
is exercised. Public class actions
have historically served as a visible
behavioural check on boards and
management, reinforcing incentives
around disclosure, internal controls
and risk oversight. Over time, and in
response to the constraints of court-
based class actions, routing disputes
into arbitration changes, rather

than eliminates, these dynamics.
Accountability may become more

fragmented and less centralised,

with enforcement pursued through
a combination of regulatory action,
significant individual claims by large
institutions, and alternative collective
or coordinated mechanisms. In the
US, opt-out class actions have often
produced a largely passive model of
investor participation, with litigation
strategy and settlement dynamics
driven primarily by plaintiffs’ firms.

If mandatory arbitration reduces

the availability of that opt-out
mechanism, investors may be pushed
toward more deliberate, opt-in style
coordination, where institutions
choose to participate, pool resources,
and shape strategy to preserve
leverage. In that sense, arbitration
could unintentionally accelerate a
shift from passive recovery to more
active stewardship-led enforcement.

Other enforcement channels
therefore remain available. Regulators
such as the SEC and Department of
Justice continue to play a central role,
and as discussed later in this article,
experience in jurisdictions such as the
UK and the Netherlands, where US
style opt-out securities class actions
have never been available, suggests




that enforcement practices adjust
over time to different procedural
landscapes. The key question for
investors and issuers will be how
effectively these evolving forms

of enforcement sustain robust
governance and oversight in a
changing procedural landscape.

Arbitration could
unintentionally accelerate
a shift from passive
recovery to more

active stewardship-led
enforcement

Investor Rights and Shifting
Bargaining Dynamics

Mandatory arbitration reshapes
how investor rights are enforced.

A commonly cited concern is the
“repeat player” effect: issuers and
their advisers may engage regularly
with arbitration providers, while
many investors participate only
occasionally, creating asymmetries
that are more pronounced for retail
and smaller institutional investors,
though potentially mitigated through
collective or specialist support.

Confidentiality is another defining
feature. While private proceedings
can offer efficiency and flexibility,
they generate fewer public signals,
meaning that patterns of disclosure
or governance issues may be slower
to emerge and increasing the
importance of regulatory oversight,
institutional stewardship and
coordinated investor action.

Market-Wide Effects and the
Evolution of Securities Law

If mandatory arbitration becomes
more common, its effects will
extend beyond individual disputes
to the wider securities enforcement
framework. Fewer court cases would
likely result in fewer published
decisions, slowing the development
of precedent on issues such as
materiality, scienter and loss and
increasing short-term uncertainty for
issuers and investors.

Arbitration may also lead to greater
variation in outcomes. Panels operate
without binding precedent and

with procedural flexibility, which can
produce divergent results on similar
facts and place greater emphasis on
experience, strategy and coordination
in achieving predictability.

Further complexity arises from
unresolved tensions between the
Federal Arbitration Act, which
favours enforcement of arbitration
agreements, and state corporate law
provisions that preserve court access
for certain claims, particularly in
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Delaware. How these regimes interact
remains unsettled.

Taken together, these developments
point not to the erosion of securities
law, but to its evolution. As
enforcement pathways diversify,
investor confidence will depend on
how regulatory oversight, arbitration
practice and collective investor
strategies develop in parallel.

A Silver Lining for Investors?

Supporters of mandatory arbitration
argue that it will materially reduce
litigation risk for US issuers.
Experience in other jurisdictions,
however, suggests that limiting or
reshaping collective mechanisms
does not necessarily result in

fewer claims or weaker investor
enforcement.

In the UK, where US-style opt-

out securities class actions have
never been available, a functioning
securities litigation environment

has nonetheless emerged. Over

time, procedural innovations and
group structures have developed
that reduce the cost and complexity
of participation, enabling investors,
including small and mid-sized
institutions, to pursue claims and
secure meaningful compensation
through the . The absence of
opt-out class actions has not removed
enforcement activity, but has
reshaped the way claims are pursued.

Similarly, in the Netherlands,
collective enforcement has evolved
through the assignment of claims
to foundations or special purpose
vehicles that litigate on behalf of
groups of investors. These structures
allow claims to be aggregated and
pursued efficiently.

If US-listed companies were to

adopt mandatory arbitration widely,
comparable dynamics could emerge.
Rather than reducing enforcement,
issuers could face more fragmented
but persistent litigation, potentially
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involving large numbers of individual
arbitrations or aggregated claims
pursued outside the traditional class
action framework. This may increase
uncertainty, defence and insurance
costs, and ultimately the sums paid in
awards or settlements.

Mandatory arbitration could therefore
shift, rather than suppress, securities
litigation in the US. While class
actions might decline, alternative
structures could fill the gap, offering
new avenues for investors to hold
issuers to account and reducing
finality for issuers. As experience
elsewhere shows, investors will find
ways to hold issuers to account for
wrongdoing.

Where to from here?

The path ahead remains uncertain,
but mandatory arbitration is unlikely
to deprive investors of meaningful
ways to hold issuers to account. While
the SEC has removed a key regulatory
barrier, unresolved questions of
enforceability under state and federal
law mean that issuers adopting
arbitration provisions will continue to
face legal risk and uncertainty.

Experience in other markets suggests
that accountability is not contingent
on any single enforcement route. In
jurisdictions such as the UK and the
Netherlands, where opt-out securities
class actions are unavailable, investors
have developed alternative collective
structures to pursue corporate
wrongdoing, maintain pressure on
boards and, where appropriate, secure
compensation.

n

If mandatory arbitration becomes
more common in the US, similar
adaptations are likely. While court-
based class actions may decline,
investors may turn to coordinated

or aggregated arbitration strategies
and other collective arrangements
that preserve scale and negotiating
leverage. This can help ensure

that the expected costs, risks and
administrative burden of participation
remain proportionate to the potential
recovery. For issuers, this may mean
enforcement pressure shifts rather
than disappears, potentially bringing
greater uncertainty and less finality.

Ultimately, the SEC's policy shift

does not mark the end of investor
oversight, but the beginning of a
reconfigured enforcement landscape
in which investors will need to make
more deliberate choices about how,
when and through which structures
they seek to hold corporates to
account.

About the Author

Hugh is a Senior Investment Officer

at Woodsford. He is an Australian-

qualified lawyer who has worked as
a lawyer and in litigation funding in
both Australia and the UK.

The path ahead remains
uncertain, but mandatory
arbitration is unlikely

to deprive investors of
meaningful ways to hold
issuers to account.
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Pass-Through Voting and
Investor Empowerment:
Evolving Expectations in Proxy &% ‘=
Decision-Making o

Pass-through voting — also known as “voting choice”— enables

institutional and retail investors in pooled funds and ETFs to vote
their shares.

Instead of a fund manager applying More than 50% of U.S. households own

one central policy across an entire pooled investment vehicles — mutual

pooled vehicle, pass-through voting funds, ETFs, br closed-end funds]

allows clients in that fund to vote their That's around 74 million households

shares in alignment with their own or approximately 130 million individual

investment principles. That might investors. If we believe corporate

mean selecting a voting policy or governance plays a critical role in how

directing votes on a defined set of companies operate today, then we

issues. must also believe that clients should
have a say in how that governance is

Pass-through voting is on the rise executed.

for a number of reasons but one in

particular is that expectations have The current state of proxy voting

changed. Asset owners want clearer

alignment between their stewardship Traditional flow:

priorities and the votes cast in their

name; regulators are calling for greater Today, the typical process looks like

transparency and accountability; this:

and the growth of ETF and platform 1. A beneficial owner investsin a

investing means more individuals fund.

expect a say over major decisions at 2. That fund votes on behalf of all its

the companies they ultimately own. clients.

Combined with new technology that 3. The asset manager makes voting

makes the operational side far more decisions according to its own

manageable, pass-through voting is policy.

quickly moving from an interesting

idea to a mainstream part of modern This creates significant issues:

stewardship. ® |t's hard for investors to understand

how their shares will be voted.
Why investor choice matters ® |t's hard to discover how the shares
were voted after the fact.
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hat pass-through voting changes

Pass-through voting introduces
choice at the point of proxy decision-
making.

We move from:
Client ? Fund 2 Fund votes on behalf
of client

To:
Client ? Fund = Client chooses how
their shares are voted

Technology providers like

Tumelo, have supported several
implementation models tailored to
different types of clients:

Policy selection: Clients choose from
a menu of voting policies, including

the fund manager’s default. Example:

Vanguard's approach.

® Custom-policy creation: Clients
build their own proxy-voting
policies based on personal or
organisational principles.

® Proposal-by-proposal voting:
Typically used by institutional
clients who want to vote on
specific ballot items they care
most about.

The principle is straightforward: It's
the client's money, therefore it is the
client’s choice.

Pass-through voting is
quickly moving from

an interesting idea to a
mainstream part of modern

stewardship.

Solving real problems for
institutional clients

From an institutional perspective,
significant misalignment is observed
between an asset owner's investment
strategy and how its votes are cast

in the pooled funds they use. To
address this, reporting solutions are
implemented that allow clients to
compare:

® How shares held in separately
managed accounts (which they
vote themselves) are voted

® \ersus how the pooled funds
they use are voted (under the
manager’s policy)

This often reveals discrepancies, which
dilutes the impact of the client’s
investment strategy.

)[ Asset manager's policy

Template policy 1

ﬁ

A

Beneficial owner

Fund

Source: Tumelo

L

Template policy 2

)[ Template policy 3




Customisation in practice

There is growing customisation
among institutional and retail clients
that have adopted pass-through

voting. Examples include:

® \Wealth managers seeking

alignment across pooled funds

used in client portfolios.

tumelo

® |ocal Government Pension
Schemes (LGPS) in the UK such as
LGPS Central, which votes over £12
billion under a unified policy.

® Defined Benefit (DB) and Defined
Contribution (DC) Corporate
Pension Schemes which often
take an issuer-focused approach,
selecting target companies based
on size or strategic priority.

® Retail investors making a voting
policy choice at the point of fund
purchase.

Technology-enabled experiences

For institutional investors, voting
technology providers like Tumelo offer
a stewardship platform that enables:

Policy selection.

Visibility of upcoming votes.
Direct vote casting.

Full reporting for internal and
external disclosures.

For retail investors, the focus is on
transparency and education. The
experience includes:

® Connecting brokerage accounts.
® Viewing how shares are voted under

Gaps in voting alignment

Investors have an investment strategy that

encompasses how they will vote.

This covers shares held directly but often leaves

out how shares in the pooled funds they own

are voted.

We recently analysed votes across a UK Master

Trust where we found stark misalignment.

21%
Proportion of proposals with Number of misalignments
multiple fund manager votes between Fund Manager 1 (FMT)
where their votes are and Fund Manager 2 (FM2) (371

misaligned (668 out of 3,234) proposals)



Casting a single vote in the market

From this:

Asset owner Vote policy Vote policy

vote policy FM1 FM2

Segregated Pooled fund Pooled fund
mandate @ FMI1 @ FM2

Asset owner's portfolio

Source: Tumelo

the selected policy.

® Holding policy providers
accountable for how votes are
actually cast.

Growth of pass-through voting

by Tumelo indicate

strong and accelerating demand
across the market. In summary:

® Participation from multiple fund
managers.

® Over £200 billion in client assets
currently vote through its platform.

e A further £30 billion in onboarding.

® |dentified over £1 trillion in
institutional assets interested in
adopting pass-through voting,
but are unable to access it, often
because their fund managers do
not yet support the functionality.

Importantly, demand is not limited to
passive funds. Clients expect voting
alignment across both passive and
active portfolios.

Looking ahead

Pass-through voting has developed
quickly, supported by regulatory
momentum, investor expectations,
and the operational féasibility now

15

To this:

Issuer

| Custom policy choice

Segregated Pooled fund Pooled fund
mandate 1 2

Asset owner’s portfolio

demonstrated across institutional
and wholesale markets. As more
organisations explore this approach,
the focus will continue to shift from
conceptual possibilities to practical
implementation, alignment, and
stewardship integrity.

We believe pass-through voting will
become a standard feature across all
pooled investment vehicles. Why?
Because clients want customisation,
they believe voting control
strengthens their investment strategy,
and for many, it's now considered
table stakes.

About the Author

Will is Co-founder and Head of Sales
at a Voting technology
provider for fund managers,
institutional investors and retail
investors.

Identified over £1 trillion in
institutional assets interested
in adopting pass-through
voting, but are unable to
access it, often because their
fund managers do not yet
support the functionality.
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In other news...

HOT OFF THE PRESS: Securities
claim brought by over 200
institutional investors reaches its
conclusion.

Future editions

If you or your colleagues would like Contributions from institutional

to contribute to future editions of investors, professional advisors and
Engage Quarterly covering all academics would be particularly
things escalated engagement and welcome. Similarly, should any of your
stewardship, then get in touch colleagues wish to be added to our
with Rebecca D'silva by email at distribution list then let us know.

tdsilva@woodsford.cog.
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