
Equity manager 
stewardship survey
Stewardship is a key responsible investment activity for both asset owners and investment managers. 
Investors, particularly in the public sector, are being increasingly scrutinised as to how they exercise the 
responsibilities that come with equity ownership. Whilst some investors have their own policies, many 
choose to delegate these responsibilities to their investment managers. 

Investment Research

In order to understand current practices among global 
equity managers, we surveyed a number of managers on 
their stewardship practices where we have research 
coverage or client exposure. We asked managers for 
information on voting and engagement practices, and how 
resources dedicated to these practices are integrated into 
firms. In total we received 36 responses; although not all 
firms answered all questions. 

This paper highlights some of the main observations from 
our survey and sets out some questions that trustees may 
want to ask their investment managers. All data is based on 
periods to 31 March 2016. 

Resourcing
The majority of managers operate a stewardship team which 
sits separately to the investment teams. The average team size 
has grown to seven (from two in 2006) with individuals typically 
having responsibilities that extend beyond voting and 
engagement. Many managers reported, for example, that 
stewardship teams provide research input on relevant topics. 
Where respondents do not have separate teams, the overall 
size of the team may be a determining factor in whether 
stewardship activities are separated out as an explicit function. 

These statistics show that the importance of stewardship has 
increased over time and that investment managers have 
devoted increasing levels of resource to this function. Whilst 
greater resource is to be welcomed, a key test should be the 
degree to which environmental, social and governance (ESG) 
considerations are integrated into decision making.

Voting practices
The vast majority of managers reported that they draw on 
external input on voting with Institutional Shareholder Services 
(ISS) being the primary provider. Whilst some noted that their 
own policies simply replicate standard inputs, the majority 
have adopted customised voting policies and external 
sources simply reflect one input to in-house decision making. 
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Drawing on multiple sources of data allows a more informed 
voting decision, particularly when placed in the context of an 
underlying investment thesis. The customisation of policies 
therefore suggests that managers regard voting policy as an 
important value protection mechanism. 

Corporate governance standards vary between regions and 
are likely to give rise to some levels of disparity in voting. The 
use of regional rather than global policies is therefore relatively 
common, suggesting that managers reflect these differences 
in how they cast their votes, rather than adhering to a single 
definition of best practice. 



Figure 1: Average votes against management/abstained (by region)

The differences in voting can be observed in Figure 1 with 
investors being much less likely to support management in 
Japan than in any other region. This may be reflective of 
different standards of corporate governance, although the 
introduction of a new governance code in Japan in 2015 
may see these differences reduce over time. 

It is harder to reconcile the differing application of what 
should be globally acceptable principles. For example, 
board tenure is often used as a determinant of the 
independence of a director. Voting policies which 
differentiate on the basis of region as to when a director is 
no longer considered independent are worthy of further 
exploration.

Figure 2: Average votes against management/abstained (by topic)

Whilst board independence is one concern, voting against 
directors can also be seen as a means of protesting against 
other issues. Understanding how and why investment 
managers vote as they do is important for investors to be 
able to effectively engage and challenge their investment 
managers. 

For remuneration policy and director appointments, which 
saw higher levels of protest, there were significant 
differences in approach (Figure 2). Some managers 
elected not to support management on over 50% of 
occasions, whereas others voted against management on 
only a handful of occasions. There are perhaps several 
explanations for this disparity: differences in house 
policies, investors being more activist or potentially a 

reflection of ESG issues being directly reflected in stock 
selection decisions. Recognising that broad voting data 
may not present the complete picture, investors could 
choose to explore investment manager voting patterns, on 
specific issues, in greater detail.

Managers reported varying time horizons in the 
consideration of voting decisions; the most common 
response was that this aspect of the voting decision varied 
with the issue under consideration. Whilst some managers 
noted that they were long-term investors and that the time 
horizon in voting decisions was commensurate with this, 
voting was also seen as a mechanism to signal a desire for 
shorter-term change.
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Engagement
Voting is not the only means by which shareholders can 
voice their opinion; some investors engage with 
companies to progress ESG issues and improve corporate 
behaviour. Indeed, this has been the stance of many as a 
first step to address the risks of climate change.

Transparency
The majority of managers regularly report on voting 
activity with most reporting all voting details. Such 
reporting helps investors understand that voting rights are 
being used and can highlight particular areas of 
importance. This serves to reinforce the relationship 
between investment managers and their clients. 

We believe that engagement can be a mechanism for 
added value, with academic studies supporting the view 
that successful engagement can deliver outperformance. 
It is therefore encouraging that the vast majority of 
respondents indicated that they had undertaken some 
form of engagement over the last three years.

Engagement should aim to influence corporate behaviour 
for the purposes of protecting or enhancing value. 
Managers should therefore be clear on the objectives of 
the engagement and what consequences may ensue - be 
it a change in voting or, in the extreme (as one manager 
noted), divestment. However, relatively few managers 
reported that they undertake explicit measurement of 
their engagements. 

Reporting on engagement activity is somewhat lower and 
a quarter of managers never report to their clients on 
engagements undertaken. Although the survey did not 
explore the reasons for this, we believe there are three 
possible explanations: 

1. engagement is not undertaken and hence there is 
nothing to report; 

2. clients have not demanded reporting, or 
3. there is a lack of transparency from investment 

managers. 

Ultimately voting and engagement activity is being paid for 
from the fees that investors pay their managers. Investors 
should expect and demand the highest standards of 
disclosure and should seek to understand if managers are 
engaging with companies, why they are engaging and how 
engagement is being measured. 
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Providing objectives are set, the outcome of an 
engagement should be relatively straightforward to 
ascertain, even if the subsequent impact on performance 
is less measurable. Managers can clearly do better in 
recording the success or otherwise of their engagement 
activity which will support communication to clients. 



Summary 
Whilst surveys can capture some element of investment 
manager practices and identify areas of commonality or 
interest that are worthy of further exploration, they cannot 
measure the quality of how managers approach stewardship 
activity. There are three themes that emerged from our 
survey which we will be exploring in our ongoing research. 

• Consistency: Investors should demand the highest 
standards of corporate governance and where 
differences in approach arise, e.g. across regions, 
managers should be prepared to explain the reasons for 
these to trustees.

• Integration: Whilst the growth in resources dedicated to 
stewardship activity is welcomed, this does not indicate 
how these resources are used and whether ESG 
considerations are truly integrated into investment 
decision making. 

• Transparency: Reporting on activity seems relatively 
common and sufficiently frequent to allow trustees to 
have some level of discussion with their investment 
managers. Finding ways to measure the success or 
otherwise of activities and improving disclosure can 
improve the accountability of managers to their clients. 

Recent guidance from the Pensions Regulator has 
encouraged trustees to better understand the stewardship 
policies of their investment managers. To help in this 
process, we have set out some questions that trustees may 
consider asking.
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Questions for your investment managers:
1. How do you ensure that ESG research is factored 

into investment decisions?

2. What information sources do you draw on with 
regard to voting and how do you effectively 
challenge the recommendations of proxy voting 
advisers in reaching voting decisions?

3. Where you vote against management, what 
follow-up activity do you undertake to ensure that 
your voting practices can be demonstrated to be 
meaningful?

4. What mechanisms do you employ to engage with 
companies that you invest in and how do you 
determine which approach is appropriate to a 
given situation?

5. How do you measure the success of any company 
engagements you have had?  Where engagements 
are unsuccessful, how do you determine what 
action is then appropriate?
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