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Effective stewardship: Getting the 
most from your asset managers 

Our guide to working with asset managers and 
fulfilling your stewardship responsibilities

Many asset owners have spent time considering and 
updating their stewardship policies in recent years as the 
focus on responsible investment has grown. Requirements 
are now in force for trust-based arrangements to report on 
how these policies have been implemented, via 
Implementation Statements and other forms of 
stewardship reporting. 

 Start with a simple question

Despite the near endless list of subjects we could start 
with, it’s important not to overcomplicate this first step. It’s 
worth bearing in mind that engaging on any issue is better 
than no engagement at all! A key aim of effective 
stewardship is to gain insight into a manager’s processes 
and create opportunities to hold them to account where 
responses are not satisfactory. 

Unless there is a particular theme that resonates with you, 
or your members, you may wish to ask “How are you 
addressing climate-related risks and opportunities in the 

In this guide, we provide practical tips to help you really 
engage with your asset managers and fulfil your 
stewardship responsibilities. The guide is split into two 
sections to support your ongoing governance:

• How effective engagement with asset managers  
 can work in practice

• Case study: Holding an asset manager to account
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Effective engagement with asset managers

portfolio?” or “What is your approach to tackling 
COVID-19 related issues with investee companies?”  
Understanding and challenging your asset managers’ 
approach to tackling climate-related risks and 
opportunities is likely to be consistent with your fiduciary 
duties to preserve long term value for beneficiaries. 
Indeed, asset managers should have specific policies for 
addressing climate risks that they will need to adhere to.  
Addressing a topical theme is likely to be more 
comfortable territory to question and challenge asset 
managers on, particularly for lay members of your board.
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 Evaluate the response: Be on “ESG” alert!

From our experience, good asset managers will provide 
well-reasoned responses, addressing the following key 
areas:

 An understanding of your original question;

 An outline of the asset manager’s policy in this area;
 How the asset manager applied their policy on this  
 particular issue;

 Evidence, through the use of examples or case studies;

 An indication of the impact of the asset manager’s  
 approach, or how they plan to measure this over time.

Unfortunately, many asset managers still provide ‘stock’ 
responses that are often insufficient for addressing your 
original questions. As a responsible asset owner, you 
should be on the lookout for unsatisfactory responses 
more generally. Some areas to watch out for:

 Use of phrases such as “good ESG” or “bad ESG” which  
 indicates a lack of understanding and lip service to the  
 subject.

 Managers talking in general terms about their ESG  
 resource, committees and membership of industry  
 organisations;

 Using statements such as, “we have incorporated ESG  
 in our processes”.  The way to deal with this response is  
 to ask “how” this was done;

 “After engaging with management, we decided to vote  
 against the resolution”. Voting in line with management  
 recommendations is not a red flag on its own. However,  
 doing so with minimal justification such as a general  
 reference to engagement activity is.  You should try and  
 understand how management convinced them to take  
 a particular course of action and/or change their view.

 The follow up

After the previous step, you will either be satisfied with the 
response you have received or you will have identified 
some areas to revisit with your asset manager. This may be 
because the response was not complete, i.e. some of the 
green ticks above were not met, or because the response 
included some of the red flags.

This follow up is where you can add real value from your 
stewardship approach and move beyond checkbox type 
compliance, allowing you to achieve one of two things: 

1) You will gain deeper insight into your asset manager’s  
 processes and approach to stewardship, enabling more  
 effective challenge in future;

2) You will identify areas for improvement and drive   
 positive change from your asset manager using the  
 weight of assets you have invested with them. 

We have listed below some potential follow up questions 
for you to consider, depending on your circumstances:

• “Do you use fundamental research/ESG analysis to  
 inform voting decisions? 

• Can you illustrate how you have exercised your rights  
 as an asset owner to raise an issue of concern and  
 effect change?

• “Have you challenged investee companies to adopt  
 the recommendations of the Taskforce for Climate  
 Related Financial Disclosures? Are you prepared to  
 use voting rights against those companies who do not  
 adopt and demonstrate improvement against these  
 standards?” 

• “Where you reach a decision to vote against   
 management proposals, what steps do you take to  
 ensure management are aware of your reasoning and  
 what follow-up activity do you undertake?”

• “How do you measure the success of your   
 engagement activity and, where engagements are  
 ultimately unsuccessful, how do you determine what  
 action may then be appropriate? Can you provide  
 some case studies in both instances?”
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 Repeat

Engagement is not just about understanding how asset 
managers exercise their stewardship processes, but rather 
it’s about understanding and holding them to account for 
what they are engaging on and the outcomes they expect. 
Basically, what engagement looks like for asset owners 

Are your asset managers fulfilling their 
obligations?
Asset managers are accountable to trustees and 
governance committees for the decisions they are taking, 
and are also being paid for this service. It is therefore 
appropriate that they should be held to account for the 
proper execution of their stewardship responsibilities 
given this can impact financial outcomes. For most 
pension schemes, some form of manager engagement is a 
commitment that has been made in the policies that have 
now been documented.  This process need not be 
complex but is something that trustees or governance 
committees can do, with help from advisers where 
appropriate. The case study at the end of this guide 
illustrates this process.

Action for asset owners
You will need to engage with your asset manager to 
address your stewardship responsibilities effectively. 
Engagement does not need to be an onerous process. 
Remember that you can start with a simple question. 
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with their managers should be similar to what engagement 
looks like between asset managers and the companies in 
which they invest.  The following flow chart illustrates how 
trustees or governance committees should engage with 
their asset manager on an ongoing basis:

Your questioning will get an answer which should lead you down one of three courses of action:

• Satisfaction, in which case you can move on to another issue to engage on. 
• Curiosity, in which case you can deepen the discussion and challenge to gain further insight.
• Dissatisfaction, in which case you can pose deeper questions as to your relationship with your manager.

1. Pick a subject matter 
    or company

3. Is the manager fulfilling  
     their obligations?

Is their response 
acceptable?

2. Ask your manager how      
     they are addressing the      
     issue in their portfolio

Satisfaction
Yes. Move on and engage on 
another topic

Dissatisfaction
No, and we seem to be 
getting nowhere

Curiosity
No. Expecting more 
information or activity by 
them, so challenge further and 
deepen the discussion
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Case study: Holding an asset 
manager to account on stewardship

Our client is an £800m pension scheme with an 
ambition to embrace responsible investment 
considerations. Having helped the Trustees develop 
their formal responsible investment policy, which 
included a focus on sustainable investment and an 
active approach to stewardship, the Trustees identified 
that engagement has a key role to play in promoting 
long-term value. As a means of providing focus, the 
Trustees have concentrated on two key themes: 
climate change and executive remuneration. 

We provide the Trustees with quarterly updates on 
their asset managers’ voting and engagement activities 
to support their ongoing stewardship. These are used 
to test the extent to which the asset managers’ 
approaches are aligned to the Trustees’ policy, with 
focus on climate risk and executive remuneration as 
key issues as part of this process. 

Through this review process, the Trustees noted 
several examples where one of their asset managers 
consistently voted against proposals to address issues 
relating to climate change, or excessive executive 
remuneration policies. In contrast, their other manager 
voted differently in each of these instances, with the 
supporting rationale in this case aligned with the 
Trustees’ expectations. These differing positions 
formed the basis of deeper engagement with and 
challenge of the asset managers’ activity.  This 
identified the first manager’s underlying rationale was 
to pursue ongoing engagement with investee 
companies, rather than vote shares against 
management. 

The Trustees were ultimately dissatisfied with the 
approach adopted by the investment manager, the 
poor explanations of decision making and the level of 
transparency demonstrated. The Trustees agreed to 
formally write to the manager, setting out their position 
and ensure they were holding their manager to account. 

Continued monitoring highlighted further instances of 
similar practices from the manager, and no measurable 
change in their stewardship approach. Given the 
existence of credible alternatives, we advised the 
Trustees to review the manager’s longer-term role in 
managing assets for the Scheme. 

We recommended that the Trustees reduce the 
manager’s mandate and allocate the assets to another 
manager with a policy more closely aligned with that of 
the Trustees. Combined with this, we established clear 
measures for improvement for the existing manager to 
deliver over the course of the next 12 months. This 
included demonstrating progress in relation to their 
stewardship approach in areas such as transparency and 
reporting. 

Depending on the progress made over the course of the 
next 12 months, the Trustees will decide whether to 
continue with this programme of active engagement 
and monitoring or replace the manager.

This case study demonstrates our belief that asset 
owners can:

• actively engage with and challenge their investment  
 managers, even when monies are invested in pooled  
 funds;

• concentrate on particular issues as a means of   
 focusing engagement activity and embed this into a  
 regular manager oversight programme; and

• use stewardship as a means of differentiating   
 between managers.


