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Tradition has it that end-of-year updates don’t just attempt 
to draw conclusions from (in this case) 12 turbulent and 
eventful months, but also turn their gaze to the future to 
ponder what we should expect from the year ahead. Given 
that, as recently as last New Year, we had no idea how 
rapidly the Covid-19 pandemic would spread around the 
world, nor could we begin to imagine the scale of the 
economic impact, it feels somewhat brave to make firm 
predictions about anything at all right now.  

However, there are some trends and developments 
which have such momentum that we can, only rightly, 
expect much more to come, and the integration of 
environmental, social and governance (ESG) factors into 
investing is one of them. In this respect, 2020 has been a 
pivotal year, with a perfect storm of issues leading to 
heightened awareness of ESG across the whole 
investment industry: increasing climate change impacts 

and regulation, concerns over worker rights and safety 
during the pandemic, sharply renewed focus on 
inequality and the lack of diversity in business, and a 
number of high profile corporate governance disasters in 
different markets. There can now be very few 
corporations left around the world that haven’t been 
forced to confront the new realities of ‘stakeholder 
capitalism’, impact reporting and activist campaigns, at 
least on a superficial level. Pressure from all directions 
(not least employees) has led to the point where over the 
next few years every listed company will be expected to 
have a clear view on its overall impact on society, a plan 
for self-improvement, and a data-rich report to tell the 
story and provide evidence for its assertions. In short, 
businesses are now increasingly perceived as social as 
well as economic agents, and to be seen as serious in 
their commitment, they should have a range of policies, 
and long-term ‘sustainable development’ targets.  

This is a momentous change from the prevailing view 
of the 20th century, when governments and the state took 
the lead on public policy issues, and business incursions 
into the realm of societal considerations were often 
actively frowned upon. While it is unequivocally positive 
that companies now have a greatly heightened awareness 
of their own social responsibilities and stakeholder 
expectations, it is also undoubtedly a much more 
complex eco-system for businesses to navigate, and for 
investors to understand from afar. This is one of the many 
reasons why we approach ESG integration in the same 
way that we approach all of investing – by setting out to 
understand as much as we possibly can about the context 
and culture of individual firms, rather than relying on 
sector-wide frameworks and standards. In our client 
communications, we don’t often focus on the underlying 
details of our own approach to ESG, but for several years 
now we have been pressing ahead with a model for ESG 
integration that is something of an outlier in the industry.  

We strongly believe that ESG factors are important to 
long-term financial success, and that the best way to 
integrate such considerations into the investment process 
is to embed them into core investment research work and 
stock discussions. This is why the onus is on our 
individual investment teams to customise their approach 
to ESG research and stewardship in the most effective 
way for that particular strategy, with specialist support 
from designated analysts in our experienced, 24-person 
strong Governance and Sustainability function. In this 
way, responsibility for ESG and stewardship is shared 
between all investment and governance and sustainability 
specialists. We have found that this collaborative 
approach helps to ensure our ESG work focuses on the 
most relevant investment considerations pertaining to 
particular companies. We are often asked why we don’t 
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have a singular approach to assessing ESG issues, and the 
simple answer is that a highly centralised model for ESG 
research and analysis would run completely counter to 
this spirit of day-to-day collaboration. If holistic 
investing and active ownership is the goal, this will never 
be achieved by an arms-length, standalone ESG 
department or third party ESG assessments.  

This research-led, company-specific approach very 
much extends to our approach to proxy voting, where we 
undertake the analysis for every meeting in-house, with 
specialist governance and sustainability analysts agreeing 
our approach with investment teams. We simply don’t 
understand how it could be in the best interests of clients 
to apply a rigid set of voting rules to all companies, 
regardless of context, their direction of travel and our 
recent engagements with management. For this reason, 
we would urge caution when considering third party 
assessments of investment managers’ voting records.  
We always prefer to make thoughtful long-term voting 
decisions over being seen to make the ‘right’ voting 
decisions on shareholder resolutions judged by other 
criteria.  

Our approach to ESG takes a considerable and 
continuous amount of effort and thought. There are 
undoubtedly easier ways to create at least the semblance 
of ESG integration but, in our view, there are no 
shortcuts to genuinely embedding governance and 
sustainability factors into our investment process. With 
2021 set to see an even more pronounced focus on 
responsible and sustainable business, we are very excited 
by the opportunity to further develop our own bespoke, 
research-led approach to this increasingly important 
dimension of asset management.
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Voting Activity 

Votes Cast in Favour 

Companies 3 

Resolutions 21 

Votes Cast Against 

Companies None 

Resolutions None 

Votes Abstained/Withheld 

Companies None 

Resolutions None 

Overall, 2020 was a pivotal year for ESG, with a combination of 
factors leading to heightened awareness across the investment 
industry 

We prefer to make thoughtful long-term voting decisions rather than 
those that are seen to conform with an external standard 

Our approach to ESG is research and analyst-led - it relies on us 
spending a great deal of time and effort on ensuring we reach the 
correct insights and decisions 

Firm-Wide Company Engagement 

Engagement Type Company 

Corporate Governance Adyen N.V., Atlassian Corporation Plc, 
Beyond Meat, Inc., Housing 
Development Finance Corporation 
Limited, Illumina, Inc., Kering SA, NVIDIA 
Corporation, Netflix, Inc., Tencent 
Holdings Limited 

Environmental/Social Alphabet Inc., Kering SA, Moderna, Inc., 
Tesla, Inc. 

AGM or EGM Proposals Peloton Interactive, Inc. 

Notes on company engagements highlighted in blue can be found in this report. Notes on other company 

engagements are available on request. 
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Company Engagement Report 

Adyen N.V. We always seek to understand how management change might affect the companies in 
which we invest. We spoke with CFO Ingo Uytdehaage about the impact of the recent 
departure of the co-founder/CTO who left to pursue social and philanthropic causes. The 
new CTO, Alexander Matthey, is an internal hire who most recently held the position of 
executive vice-president of technology. Crucially for the Adyen management team, 
Matthey has experience of having worked at one of the company's merchant customers. 
As such, they believe he can bring more than the engineering focus of the former CTO - he 
should be able to better empathise with the evolving needs of Adyen's growing merchant 
base. 

Alphabet Inc. Alphabet's quarterly ESG call for shareholders focused on the ethical deployment of 
artificial intelligence (AI) and gave the opportunity to pose questions to Mustafa Suleyman, 
co-founder of DeepMind and now head of AI policy across the group. He outlined 
Alphabet's principles for AI, including the decision to rule out certain use cases, such as 
general purpose facial recognition, until regulation improves. The challenge is to ensure 
that product development does not happen in an ethical vacuum, whether it be the 
complexities of decision-making for autonomous vehicles, or the real dangers of inbuilt 
bias in decision-making algorithms. Alphabet can demonstrate an example of leadership in 
human rights assessment, document its internal training programmes, and detail initiatives 
such as the Equitable AI Research Roundtable to promote diversity consideration in 
machine-learning. Public awareness and interest in this complex area is rising, and we will 
continue to seek more transparency on policies and actions - including more investor 
education from the company. 

Atlassian Corporation Plc A company's willingness to adapt its business can reveal much about its corporate culture 
and potential longevity. We used a conversation with CFO James Beer to delve into 
Atlassian's recent decision to close its data centre and service products and migrate all 
customers to the cloud - a move which could dampen revenues in the short term. Beer 
explained the various factors, including customer loyalty and the direction of R&D 
spending, that led management to take this bold decision to support Atlassian's longer-
term growth. 

Beyond Meat, Inc. We are encouraged by the management team's strength of execution and focus on the 
long-term mission, despite the challenging short-term circumstances. Founder/CEO Ethan 
Brown and CFO Mark Nelson informed us that difficulties in the food service business 
during the recent quarter (due to the pandemic) have not prompted them to dial back any 
of their expansion plans. The company remains focused on the opportunity that lies in 
contributing to a more sustainable and healthier planet, as evidenced by its push into new 
geographies (Europe and China), irrespective of temporary setbacks and market noise. 

Housing Development Finance 
Corporation Limited 

While the pandemic has severely impacted HDFC in the short term, our meeting with the 
company helped us to understand the benefits of its culture and the potential upside over 
the long term. Management appear to prioritise long-term profitability over market share, 
and as such had been reducing the risk profile of HDFC's corporate loans and protecting 
asset quality long before the arrival of the pandemic. The benefits of being the sole 
cautious player in the Indian mortgage market is that many of HDFC's more aggressive 
non-bank competitors are now either struggling to survive or have shut shop altogether. 
Given the importance of this cultural element to our investment case, we will continue to 
monitor senior management changes in future. 

Illumina, Inc. Our discussion with CEO Francis de Souza and CTO Alex Aravanis (former co-founder of 
GRAIL) explored Illumina's proposal to acquire cancer early-detection company GRAIL. 
The justification for Illumina's decision to spin-off GRAIL five years ago was that it would 
be easier for GRAIL to raise funds and further its mission as an independent entity. The 
rationale for buying it back is to provide GRAIL with Illumina's extensive infrastructure to 
help it scale its increasingly robust scientific methodology. In de Souza's view, this goes 
beyond simply profits: buying GRAIL can do more for humanity and oncology than 
anything we've ever seen. While we can continue to reflect on Illumina's approach to 
capital allocation, a $500 pan-cancer test with accuracy will matter, and could 
substantially increase the company's chances of success. We continue to examine de 
Souza's leadership and those around him at what could be a crucial era for Illumina to 
capitalise on its vast opportunities. 
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Company Engagement Report 

Kering SA Kering is deservedly seen as a leader in corporate sustainability. The potential ripple 
effects of its environmental profit & loss (EP&L) accounting, which it open-sourced, and its 
industry-wide fashion pact initiative, whose membership doubled in 2020, are significant. 
The release of its comprehensive biodiversity strategy in June this year, underpinned by 
EP&L data, is a pioneering move on an issue only beginning to appear in the wider 
corporate consciousness. Efforts to date are impressive, but there is still room to improve 
in some areas. We used the 2020 ESG roadshow to discuss opportunities for improvement 
in remuneration and to explore sustainability integration and innovation at the company. 
We encouraged a move away from trigger vesting towards more ambitious long-term 
incentive plan (LTIP) targets. We also discussed making explicit links to sustainability 
integration in the core business strategy and the potential to incorporate a sustainability 
metric in the LTIP. Our questions on investments in sustainable innovation helped provide 
further insights into an area likely to prove crucial to Kering's long-term resilience. 

Netflix, Inc. As part of our ongoing dialogue with Netflix, we spoke with non-executive directors Anne 
Sweeney and Leslie Kilgore. We discussed how Netflix has adapted to the Covid 
pandemic, the promotion of Ted Sarandos to co-CEO, the competition for consumer 
attention, corporation tax and data security. The board is one of the most actively involved 
across our holdings, and has played an important role in supporting management's focus 
on developing great content and nurturing the company's culture. Sweeney and Kilgore 
described a deliberate focus on promoting diversity and inclusion to support content 
creation for a diverse audience. Sarandos' promotion was described as a formalisation of 
a long-term working practice, and accordingly, the transition has been seamless. Data 
security is a standard topic for the audit committee, and the board takes it very seriously. 
The Netflix subscription model and absence of advertising places it in an advantageous 
position as it doesn't collect and sell members' data to generate revenue. This was 
another positive interaction with the Netflix board, which supports our confidence in its 
unconventional governance and ability to steward the business responsibly, with a focus 
on long-term value creation. 

NVIDIA Corporation There was much to reflect upon in our meeting with founder CEO Jensen Huang. Most 
fundamentally, over the past decade there has been a dramatic shift in Nvidia's business 
model up the value chain from chips to computing. This points to the company's incredible 
ambition, adaptability and savvy focus on future opportunities. Huang's vision is to 
combine disparate functions into product packages for the datacentre market, such that 
Nvidia builds a wide hardware base in customer technology, and then to focus on knitting 
it together with software. While this is occurring already, he views the proposed acquisition 
of ARM as an opportunity to accelerate this shift. Huang challenges concerns that the 
acquisition would lead to more concentration in the semiconductor market; in terms of 
scale and offerings to consumers, he instead points to competition from the large 
computing platforms - Microsoft, AWS or Google. He sees Nvidia, a supplier of such 
platforms, as being the only company that can own ARM's vital library of intellectual 
property without the conflict of interest that any of those platforms would face. Whether 
the regulators agree is another question, which we will continue to monitor. 

Tencent Holdings Limited Our meeting with Martin Lau, the company president, provided helpful insights into 
Tencent's corporate culture and how it views its relationship with the government. For 
instance, when discussing Tencent's fintech business, Lau acknowledged that Tencent 
sees itself as an enabler, not a disruptor, and is proceeding at a measured pace given the 
importance of regulatory compliance. When we questioned the rationale for Tencent's 
preference to invest in interesting young companies rather than acquire them, Lau again 
signalled deliberate self-constraint whereby Tencent looks to invest in companies that it 
hopes will become too big to bring inside (as it did with Meituan and Pinduoduo), 
recognising that it is also a question of what is socially acceptable. Our engagement 
provides us with food for thought in terms of Tencent's future growth runway, as well as 
our research into other Chinese companies such as Alibaba and Ant. 
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Tesla, Inc. We were invited by the company to provide feedback on this year's impact report and 
offer suggestions for next year's report. Tesla's reporting of its environmental and social 
impact has improved considerably over recent years and we welcomed the opportunity to 
provide input on further improvements. We encouraged the company to continue to lead 
and innovate with regard to impact and sustainability. We advised that more detail on 
operational emissions, corresponding reduction strategies, supply chain auditing and 
health and safety data, would be useful for shareholders. We remain supportive of Tesla's 
efforts and look forward to ongoing dialogue with the company while playing our part as 
responsible stewards of the business. 



Voting Report for the quarter ended 31 December 2020 

Votes Cast in Favour 

Companies Voting Rationale 

Atlassian Corp Plc, BeiGene Ltd, Peloton Interactive Inc We voted in favour of routine proposals at the aforementioned 
meeting(s). 

Votes Cast Against 

We did not vote against any resolutions during the period. 
 

Votes Abstained 

We did not abstain on any resolutions during the period. 
 

Votes Withheld 

We did not withhold on any resolutions during the period. 
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