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Introduction
reo® mobilises the combined weight of our clients’ assets to help solve sustainability 
challenges the world faces today. We do this through engaging with investee 
companies and voting proxies on behalf of our clients. We also work with the wider 
investment and policy community to address the systemic sustainability risks facing the 
economy and financial system.

Ultimately, we view engagement not only as a tool to identify and manage 
environmental, social and governance (ESG) risks, but also as a mechanism to create 
positive impact for the environment and society by supporting the achievement of the 
United Nations Sustainable Development Goals (SDGs).

For 2022, this report provides background on the seven high level themes that our 
engagement programme is structured around, and highlights key issues within each 
theme. During the fourth quarter of 2021, we asked each reo® client to identify their 
areas of focus within our underlying subthemes, and each response was considered in 
informing our engagement priorities in 2022. 

Finally, we also detail thematic engagement projects, reflecting client preferences, and 
individual companies prioritised for engagement, typically those presenting the highest 
ESG risks. These are identified using quantitative analysis with BMO GAM’s ESG risk tool, 
and a thorough assessment by our Responsible Investment team ESG specialists. 

25+ a large and experienced Responsible Investment team driving this service

21+ years’ experience of ESG engagement 

Responsible Investment

I am incredibly proud of our dedicated Responsible Investment team which is 
made up of inspiring, bright and motivated individuals.

Claudia Wearmouth, Managing Director, Co-Head, Responsible Investment

Alice Evans
Managing Director, 
Co-Head, Responsible 
Investment 

Claudia Wearmouth
Managing Director, 
Co-Head, Responsible 
Investment 
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  Anti-competitive practices

  Bribery and corruption

  Data privacy and security

  Lobbying

  Whistleblowing systems

  Responsible marketing and sales

  Tax

  Access to finance

Business conduct

  Audit

  Board diversity

  Board effectiveness

  Board independence

  Capital structure and  
shareholder rights

  ESG oversight

  Succession planning

  Remuneration

  Risk management and  
internal controls

  Strategy and execution

  Sustainability innovations

Corporate governance

  Community relations

  High risk areas

  Human rights due diligence

Human rights

Seven themes of engagement

Our engagement programme is structured around seven high level themes encompassing 
Environmental, Social and Governance issues of most relevance to investors. Underlying each theme is 
a range of more granular sub themes.
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Principles that  
make a difference
Focus Sectors:

The reo® programme covers the following  
sectors, each facing a unique set of ESG related  
risks and opportunities.

Consumer Discretionary

Consumer Staples

Energy

Financials 

Healthcare

Industrials 

Information Technology 

Materials

Telecommunication Services

Utilities

Responsible Investment
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  Diversity and discrimination

  Forced labour and child labour

  Freedom of association

  Human capital management

  Occupational health and safety

  Social supply chain management

Labour standards

  Access to healthcare

  Food security

  Nutrition

  Health security

  Product quality and safety

Public health

  Environmental finance

  Environmental supply chain 
management

  Natural resource management

  Product sustainability 

  Waste and recycling

Environmental stewardship

  Climate finance

  Emissions management

  Energy transition

  Reliance and adaption

  Net zero strategy

Climate change
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Seven themes of engagement: 

Climate Change

BMO Global Asset Management

2021 was a seminal year for climate change, with the COP26 
meeting a crucial opportunity to accelerate action towards the 
goal of limiting the global temperature rise to no more than 
1.5 degrees Celsius. The run-up to the meeting saw some 
important new commitments by governments, though a 
significant gap remains between the current global emissions 
trajectory and a 1.5 degree aligned scenario. 

With government action still falling short, the actions of the 
private sector were more important than ever. The year saw 
an avalanche of net zero commitments from corporates and 
from the finance sector. By the time of the COP26 meeting, 
over 3000 companies had announced net zero targets, as well 
as financial institutions collectively representing $130 trillion.

In 2022, our engagement focus will be on implementation. 
Setting a net zero target is just the start; we expect to 
see companies set out concrete plans for how this will be 
achieved. Suspicions of ‘net zero washing’ have the potential 
to undermine the credibility of the global climate effort. 

Our core engagement asks are drawn from our own 
experience as well as from collaborative investor initiatives. 
We believe a credible climate strategy should include:

• Ambition to cut emissions to net zero by 2050 at the 
latest, with interim targets aligned to science-based 
trajectories

• A credible business strategy to implement this, including 
alignment of capital expenditure

• Strong governance framework to oversee climate 
strategy, and a link to executive remuneration

• Dealing with the social aspects of transition, using a Just 
Transition approach

• Risk analysis and disclosure in line with the 
recommendations of the Task Force on Climate-related 
Financial Disclosures

• Lobbying and public policy practices consistent with these 
goals

Our engagement strategy is implemented both 
collaboratively and one-to-one. We are an active participant 
in Climate Action 100+, which now represents US$65 trillion 
in assets under management, and targets 167 companies 
responsible for over 80% of global industrial greenhouse gas 
emissions. We also support initiatives on specific aspects of 
climate change, such as the Institutional Investors Group 
on Climate Change (IIGCC) collaboration on outlining 
climate strategy expectations to financial institutions. Our 
one-on-one engagement continues alongside this, covering 
sectors and regions which are less well-represented in 
collaborative work.

Key facts

1.5°C 

The threshold for the global temperature rise, which 
is now perilously close.

 

$130 trillion 
Pledged by banks, insurers and investors at COP26 for 
climate finance.

Our engagement summary 

https://www.iigcc.org/news/leading-investors-representing-11-trillion-call-on-banks-to-set-enhanced-net-zero-targets/
https://www.iigcc.org/news/leading-investors-representing-11-trillion-call-on-banks-to-set-enhanced-net-zero-targets/
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With the focus in 2022 on implementation, we expect 
to continue to work with other investors to deepen our 
understanding of what credible net zero pathways look like 
for different industries. Whilst low-carbon innovation has 
accelerated rapidly, technological and economic constraints 
still limit the ability of some companies to cut emissions in 
line with science-based targets.

Thinking about the transition in this way could mean that 
some of our engagement needs to go beyond traditional 
models of dialogue between investors and individual 
companies. Systemic change is only possible where multiple 
actors in an economy work together. In practice, this 
may include:

• Conducting deeper research on key technological risks 
or opportunities, to better understand the credibility of 
company strategies

• Encouraging companies to join industry-wide 

collaborations, aimed at finding solutions to common 
challenges, such as EV100, which brings together a growing 
group of climate leaders committed to switching their 
corporate fleets to electric vehicles and installing charging 
infrastructure for employees and customers.

• Engaging with policymakers, where we hear from companies 
that regulatory constraints are impacting on their ability to act 
– and asking companies to do the same, through transparent 
lobbying practices

• Engaging with companies along the value chain to better 
understand the interconnectedness of the challenges. One 
example is our continued focus on coal phase-out, engaging 
with both miners and electric utilities

2022 will also see us continue to back up our engagement with 
our voting practices, including voting against management 
resolutions at companies that fall short of our minimum 
expectations.

Net zero strategy 

Even if global emissions become more closely aligned to a net 
zero trajectory, the physical impacts of climate change will 
continue to intensify in the coming decades. We are already 
seeing these impacts appear through more severe heatwaves, 
wildfires, floods, drought and disrupted seasonal weather 
patterns. 

Identifying companies facing acute physical climate risk is more 
challenging than finding high emitters. Understanding climate 
risk and resilience requires a high level of regional and local 
knowledge of company operations and of climatic patterns, and 
for many sectors, the risks lie not in their direct operations, but 
in supply chains.

However, awareness of the risks is rapidly growing, and 
disclosure is improving thanks to efforts of initiatives such as 
the Task Force on Climate-related Financial Disclosures and the 
Carbon Disclosure Project. Our engagement in 2022 will seek to 
explore the climate adaptation strategies adopted by companies 
in some high-risk sectors and encourage best practices, such 
as building internal knowledge and capacity, and working in 
partnership with external specialists to assess risk.

This year we will also focus on how companies are dealing with 
the twin challenges of a changing climate and biodiversity loss. 
We will seek to build a better understanding of how companies 
can identify strategies that meet both challenges at once.

Resilience and Adaptation

Outlook – reo® 2022 Engagement Projects and Priority Companies
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Seven themes of engagement: 

Environmental Stewardship

The world is in a fragile place, with ecosystems strained and 
protection of them vital for the health of our planet and its 
inhabitants. The effective stewardship of natural resources is 
critical for the future of the planet.

We foresee increasing public and regulatory pressure on 
companies to manage their utilisation of natural resources 
and the effect of their operations on the environment, both in 
their direct operations and across their supply chains. Besides 
climate change, we expect pressure to focus on biodiversity 
protection, freshwater and marine resource stewardship, and 
waste management. Multi-stakeholder coalitions have sprung 
up in recent years to develop tools and frameworks to help 
companies meet these expectations, including being able 
to identify and assess material risks, set up science-based 
environmental strategies and goals, value natural capital and 

provide transparency on progress. The link between climate 
change and the need to halt and reverse environmental 
degradation is being made increasingly clear, exemplified by 
the attention to deforestation and resulting commitments 
during COP26. Companies adopting nature-positive agriculture 
and forest management can reduce emissions and enhance 
the ability of ecosystems to capture greenhouse gases.

We expect companies to identify and assess environmental 
impacts along the value chain and to develop strategies to 
address and measure the effectiveness of their interventions. 
Good environmental stewardship can provide benefits to 
companies by helping optimise operating costs, avoid legal and 
regulatory fines, improve access to human and financial capital, 
achieve stronger customer loyalty, and improve community 
and public relations. Companies also need to assess the 
resilience of the natural resources that they depend on to 
reduce disruptions in business operations and supply chains. 
Addressing degradation of ecosystems is also key to support 
net-zero commitments in sectors with a large exposure to land 
and sea use.

We recognise the importance of public policy engagement 
to address systemic issues and are members of the Investor 
Policy Dialogue on Deforestation, focusing on engagement 
with lawmakers and regulators in Brazil and Indonesia. We also 
supported a call for a UN treaty on plastic pollution and signing 
a letter to the COP15 working group calling for an ambitious 
global framework on biodiversity. The agricultural sector is a 
key contributor to greenhouse gas emissions and biodiversity 
loss and we have joined calls to both EU and UK authorities to 
adopt agricultural policies supporting biodiversity and climate 
change goals.

We continue leveraging our influence as active investors 
to call for stronger and business-centred strategies that 
include investments in nature-based solutions to minimise 
companies’ environmental risks and negative impacts whilst 
maximising opportunities for growth and positive impacts.

Key facts

c.50%    
 
of the world's GDP is highly or moderately dependent 
on biodiversity.

68%  
 
The percentage decrease in populations of mammals, 
birds, amphibians, reptiles and fish, 1970-2016.

Our engagement summary  
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The continuing loss of biodiversity will bring about significant 
economic loss, and impact food and water security, as 
well as human health and the spread of disease. The 
collapse of ecosystems will lead to the loss of livelihoods, 
undermining our ability to meet the SDGs. Business impacts 
and dependencies on biodiversity translate into operational, 
regulatory, financial, and reputational risks to companies. It 
is critical for companies to acknowledge and measure these 
dependencies to help them manage biodiversity-related 
risks, while harnessing new business opportunities. Attention 
grew during 2021 and the number of stakeholder initiatives 
has increased significantly. During the first part of COP15, 
the draft documentation provided increased clarity on the 
need for robust action and calling for corporates and financial 
institutions to act. Business and investor coalitions have in 
turn called for part two of COP15 to produce an ambitious 
global biodiversity framework. The emergence of reporting 
and target-setting frameworks from the Taskforce for Nature-

related Financial Disclosures and Science-Based Targets Network, 
respectively, will hopefully align business initiatives and 
reporting on addressing biodiversity loss. 

Building on learnings from engagement in 2021, we will continue 
dialogue with companies in high-impact industries such as food 
and beverages, household and personal products, extractives, 
chemicals, and transportation. We will focus on setting out 
expectations on curbing deforestation and land-use change 
linked to the production of agricultural commodities such as 
palm oil, soy and beef, and to mining and associated activities; 
on the responsible use of pesticides to prevent terrestrial and 
aquatic biodiversity decline; and on waste management to 
tackle air, land, water and marine pollution. We will also improve 
our understanding of biodiversity assessment and incorporation 
efforts to develop sector-specific expectations and objectives 
to drive company risk assessment and mitigation strategies 
throughout their value chains.

Biodiversity 

If direct human impact on oceans continues at its current 
rate, the loss of marine ecosystem health and services 
could cost the global economy $428 billion annually by 
2050. Furthermore, oceans absorb ten times as much 
carbon as terrestrial vegetation and soils. It is in our 
collective best interest to continue to do more to support 
healthy and sustainable oceans for the future. The negative 
impact of human activities on ocean health and reliant 
ecosystems threatens billions of livelihoods, the long-
term sustainability of many industries, and our planet’s 
health. Stressors like greenhouse gas emissions, damaging 
fishing practices and pollution are hindering marine and 
coastal ecosystems’ ability to regulate the world’s climate 
and support biodiversity. They also threaten job and 
food security, economic growth, and the well-being of 
coastal communities.

Business must play a fundamental role in preventing or at least 
mitigating the pressures on oceans and supporting a thriving 
blue economy whereby the environmental sustainability of 
oceans and coastal areas is ensured. Only 2-6% of oceans are 
classified as Marine Protected Areas, yet it is estimated that we 
need at least 30% protected to ensure the sustainability of the 
ocean ecosystem.

Our engagement on oceans has been, and will continue to be, 
focused on issues around land-based pollution – plastic waste, 
pesticide and nutritional run off from agriculture, oil spills 
and chemical leaks. On plastics, we ask companies to reduce 
the amount of unnecessary single-use plastic, improve the 
recyclability of plastic, invest in packaging redesign and new 
materials, implement circular economy models, and improve 
recycling infrastructure. 

Natural resources – Oceans 

Outlook – reo® 2022 Engagement Projects and Priority Companies

https://www.weforum.org/agenda/2020/06/human-impact-ocean-economy
https://www.weforum.org/agenda/2020/06/human-impact-ocean-economy
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Seven themes of engagement: 

Labour standards

Labour standards are a central focus for companies 
when managing social issues. The International Labour 
Organizationoutlines standards, including freedom of 
association and collective bargaining, elimination of forced 
and child labour, and provision of fair wages. We believe that 
properly managing labour standards can help companies retain 
their social licence to operate, ensure continuity in business 
operations and supply chains, avoid legal and regulatory fines, 
enhance employee productivity and retention, and maintain 
customer loyalty.

We have continued to prioritise engagement around labour 
standards as a key element of our response to the COVID-19 
pandemic. Particularly in retail, food production, health care 
and pharmaceuticals, we are calling for measures such as:

• The provision of protective gear

• Paid sick leave, especially in jurisdictions where there is no 
government mandate

• Flexible shift work for those not able to work remotely

• Flexibility and adjustment in expectations for home-working 
staff who are impacted by childcare closures

• The provision of mental health support

We see a clear business case for taking a progressive approach 
here. Workers experiencing physical or mental health difficulties 
are less likely to be able to perform their tasks, thus causing 
disruptions to business continuity. Additional pressure 
through a lack of flexibility and fair wages in a stressful 
pandemic environment will limit employee satisfaction, 
performance and loyalty. Failure to respect worker rights can 
also harm corporate reputations, particularly consumer-facing 
businesses.

Companies and consumers have come to expect instant, 24-hour 
service, and a wider, constantly changing array of merchandise. 
Together with relentless demand for lower prices, this increases 
the likelihood that workers will be forced to work overtime, 
puts downward pressure on wages, and pushes suppliers to 
outsource more of their production. Meanwhile, consumers 
are becoming more aware of where their products come from 
and the conditions under which they were produced. To protect 
brand reputation, and to enhance productivity and resilience to 
global shocks, we ask companies with global supply chains to 
implement robust due diligence requirements, social audits and 
code of conduct standards for suppliers.

In 2022, expectations around labour standards during and post 
the pandemic will further evolve. We will focus our collaborative 
efforts on working with ShareAction’s Good Work Coalition and 
the Platform Living Wage Financials on fair wages in garment, 
apparel, agriculture and retail industries. The pandemic put 
also significant pressure on essential industries, such as food 
production, causing breaches of worker health and safety 
including Covid-19 outbreaks. As a response, we joined a 
collaborative engagement on labour standards with seven of the 
largest global players in the meat industry. We will also continue 
to strengthen our own engagement across multiple industries on 
freedom of association and collective bargaining, and increase 
efforts around diversity and inclusion, encouraging mandatory 
human rights due diligence – as part of (and independently) of 
sustainable supply chain management, with a focus on avoiding 
forced labour and modern slavery.

Our engagement summary 

Key facts

10 million  
 
children are trapped in forced labour (as of 2016).
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We believe that diverse workforces and boards support 
long-term business performance. As per the Workforce 
Disclosure Initiative (WDI), inclusion refers to the extent 
to which people are valued for their distinctive identities, 
experiences and perspectives and are provided with equal 
opportunities. We have expanded our focus from gender to 
all underrepresented groups, propelled by the inequalities 
exposed by COVID-19 and the rise of anti-racism protests. 
The pandemic has also exacerbated additional challenges 
in the workplace, particularly around gender roles. 
Women taking on a disproportionate share of caring 
responsibilities in many households could impact gender 
diversity within corporations, unless mitigated by strong 
support measures.

Some of our current expectations are:

• Make a public commitment at leadership level to a diverse 
workforce and explain links to company strategy

• Provide disclosure on diversity, as well as goals and measures 
for increasing this, ideally also through the WDI

• Develop policies and measures on hiring procedures

• Establish professional development programmes for women 
at all levels

• Disclose results of gender and ethnic pay gap assessments 
across the company, and what actions will be taken as a 
result

We will continue engaging Japanese, North American, and UK 
companies on gender diversity within their boards and within 
their general workforce diversity. In North America and the 
UK, we will expand our focus to ethnic and underrepresented 
groups at board and executive levels. Many of these efforts will 
be carried on through our ongoing memberships with the 30% 
Clubs in Canada, France and the UK, and the 30% Coalition in 
the US.

Diversity & Inclusion

Forced labour refers to situations where people are 
coerced to work using violence or intimidation, or by 
more subtle means such as debt bondage, retention of 
identity papers or threats of denunciation to immigration 
authorities. Its definition also encompasses child labour 
and modern slavery. Over the past year, the pandemic 
has disproportionately impacted people from the most 
disadvantaged backgrounds, who are also the most 
susceptible to forced labour, across all regions. In the 
process of rebuilding and rebalancing supply chains, 
companies must proactively assess risks before stepping 
into new arrangements. Such assessments should 
correspond to the identified risk level, and not only rely 
on social audits which are typically ill-suited to detect 
risks or cases of forced labour. We will engage companies 
to explore multi-stakeholder partnerships to address 
systemic risks.

A key step for any company striving to mitigate these risks is 
supply chain due diligence, which should be a steppingstone to 
supply chain transparency. We believe transparency reinforces 
due diligence and demonstrates a company’s willingness to 
being held accountable if human or labour rights violations occur 
in its supply chain.

We will continue our investor collaboration efforts, including the 
Find it, Fix it, Prevent it initiative by CCLA, the Investor Alliance 
on Human Rights, PRI initiatives and utilise the resources made 
available to investors from Know the Chain and the Corporate 
Human Rights Benchmark. We will continue engaging global 
corporations across sectors to flag and address forced labour in 
international supply chains, with a particular focus on enhancing 
due diligence mechanisms in South East Asia and looking more 
closely at China and India, where traditional auditing methods 
may not suffice.

Forced labour

Outlook – reo® 2022 Engagement Projects and Priority Companies



BMO Global Asset Management12

BMO Global Asset Management

Seven themes of engagement: 

Human rights

Human rights are universally protected rights that apply 
to everyone, without discrimination, including the right 
to health; liberty; privacy; freedom of slavery and torture; 
freedom of opinion and expression; and to work and 
join trade unions. Yet there are many people worldwide 
for whom this is not a reality. COVID-19 has had a global 
and devastating impact on human rights, including the 
deepening of inequalities and discrimination, restrictions on 
fundamental freedoms, and extreme hunger and poverty. 
Furthermore, since the pandemic’s onset in March 2020, 
attacks against human rights defenders protesting business-
related activities increased from previous years, with 
community members, women and indigenous people at 
higher risk. It is clear that a just recovery needs businesses to 
respect human rights and the role of human rights defenders.

We believe that companies respecting human rights in 
their operations, workforce, supply chains, and through 
the products and services they provide, not only prevent 
adverse impacts on people but also have more stable and 

resilient operations, a stronger social license to operate, 
better reputations and stakeholder relationships. As per 
our Expectations for Social Practices statement we expect 
companies to respect human rights and remediate any 
breaches, to implement company-wide and effective grievance 
mechanisms and protect the rights of vulnerable communities, 
including indigenous peoples.

Human rights issues span a wide spectrum across different 
sectors and often intersect with other ESG topics that our 
engagement programme focuses on, including business 
conduct and ethics, labour standards, racial justice, access 
to health and nutrition, indigenous rights, data privacy 
or discriminatory use of technology. It is not enough for 
companies to assess human rights risks in the context of what 
material impact it could have on their business; rather, they 
must identify the most salient risks: the most severe risks 
to people. However complex this may be, the UN Guiding 
Principles for Business and Human Rights (UNGPs) provide a 
clear framework for companies to embed respect for human 
rights into their operations, regardless of what sector or 
region they operate in. In line with these principles, we ask 
companies to:

• Have a robust governance of human rights in place, 
including a policy commitment adhering to international 
standards, formal management responsibilities for human 
rights and board oversight

• Have a due diligence process in place to identify salient 
human rights issues and assess severe impacts

• Engage with stakeholders on each salient human rights 
issue

• Have a process in place to prevent and address adverse 
impacts to people, track actions and performance

• Enable effective remedy if people are harmed

• Provide transparent and consistent disclosure throughout

Our engagement summary 

Key facts

>301  
 
human rights defenders killed in 2020, according to 
the Front Line Defenders report.

https://www.ohchr.org/Documents/Publications/AnnualAppeal2021.pdf
https://www.ohchr.org/Documents/Publications/AnnualAppeal2021.pdf
https://media.business-humanrights.org/media/documents/Just_recovery_in_peril_EN.pdf
https://www.frontlinedefenders.org/en/resource-publication/global-analysis-2020
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The UNGPs clarify that all corporations have a responsibility to 
respect human rights and are required to exercise corporate 
human rights due diligence (HRDD) in order to identify, 
prevent, mitigate and account for how they address adverse 
human rights impacts. But over 45% of global corporations 
evaluated by the Corporate Human Rights Benchmark in 2020 
were unable to provide evidence of identifying or mitigating 
human rights issues in their supply chains.

However, change may be underway, as more countries are 
starting to legally require companies to undertakeHRDD. The 
European Commission is proposing to introduce mandatory 
HRDD for the EU – something we and others advocated for in 
an investor statement calling on governments to introduce 
mandatory human rights due diligence regulation for 
companies. We argue that mandatory HRDD is materially good 
for businesses, investors and broader economic resilience; 
creates consistency and efficiency across jurisdictions; and is 

a necessary component for investors to fulfil our own HRDD 
obligations.

Investors must also perform their own due diligence to address 
and prevent adverse impacts to people and the planet through 
their investment portfolios. To ensure investee companies are 
prepared for regulatory requirements and investor needs, we 
will engage them on implementing robust HRDD and providing 
better data on their adverse human rights impacts and how they 
aim to prevent, mitigate and remediate those. Equally, we have 
seen a prevalence of company reliance on social audit firms 
to assess supplier compliance with codes of conduct and other 
social standards, and the incorrect assumptions that social audits 
equate to HRDD. We will engage listed social audit firms on their 
framework to ensure audit quality, and selected companies from 
sectors with high exposer to human rights concerns on how 
audit assurance supports them in their human rights and social 
due diligence.

Human rights due diligence 

Community relations are essential to business continuity, 
company reputation and stable workforces. However, particularly 
in the extractives sector, disputes on business and community 
land ownerships, cultural heritage protection, environmental 
pollution and safety are often of heated public debate. 

The 2020 controversy involving Rio Tinto, BHP and Shenhua, 
whereby a 46,000-year-old Aboriginal heritage site was 
destroyed despite community opposition, showed that 
companies with significant land-use operations require the 
social license to operate, including free, prior and informed 
consent from indigenous communities. They also require 
processes to ensure cultural heritage sites are identified and 
protected – which in some jurisdictions goes beyond getting 
regulatory approval.

In 2020 the Global Industry Standard on Tailings Management 

was released; a result of robust multi-stakeholder discussion 
in response to the tragic 2019 Brumadinho dam collapse. 
Importantly, it goes beyond previous industry standards for 
the protection of communities and indigenous peoples.

In December 2020 the Government of Canada introduced 
legislation to implement the UN Declaration on the Rights 
of Indigenous Peoples. This bill passed in June 2021 to 
become law requiring the Canadian government and 
Indigenous peoples to work together to fully implement the 
Declaration. 

Alongside continuing our engagement on breaches of global 
norms where significant adverse impacts to people have 
occurred, we are progressing with a two-year engagement 
project focused on human and indigenous rights in the 
mining, renewable energy and oil and gas sectors.

Community relations and indigenous rights

Outlook – reo® 2022 Engagement Projects and Priority Companies

https://www.ohchr.org/EN/Issues/Business/Pages/CorporateHRDueDiligence.aspx
https://www.ohchr.org/EN/Issues/Business/Pages/CorporateHRDueDiligence.aspx
https://investorsforhumanrights.org/sites/default/files/attachments/2020-04/The Investor Case for mHRDD - FINAL_0.pdf
https://globaltailingsreview.org/
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Seven themes of engagement: 

Public health

The Covid-19 pandemic has brought into sharp focus the 
importance of public health. Poor health has profound social 
impacts, and it has become clear how integral the health 
of populations is to economic prosperity. Companies exert 
a significant influence on what we consume, the conditions 
we work in and the environment we live in, which all shape 
our health. As investors, we have a responsibility to take 
a public health lens to our investments, and assess and 
address the risks being generated. 

In recent decades, there have been great leaps forward 
in public health. But the pace of progress has not been 
uniform, and even prior to the pandemic health gains had 

slowed. In the UK, life expectancy has stalled over the 
last decade and declined in the poorest groups; in the 
US, life expectancy has declined since 2014. In developed 
countries, the burden of infectious diseases has been 
significantly reduced via vaccinations and improved 
sanitation. In contrast, they remain substantial threats 
in developing countries. The developing world is now 
also experiencing the rapid rise of non-communicable 
– or chronic – diseases (NCDs), such as cancer and heart 
disease. A rapidly ageing population and unhealthy lifestyle 
factors are key drivers contributing to the rise of NCDs, 
which are already responsible for c. 70% of all deaths 
worldwide, with negative impacts on productivity and 
development. One study has demonstrated that each 10% 
rise in NCDs is associated with 0.5% lower rate of annual 
economic growth.

Another public health hazard affecting developed and 
developing countries alike is antimicrobial resistance (AMR). 
AMR is a natural phenomenon whereby microorganisms 
develop resistance to antimicrobial agents, but it is being 
accelerated by poor stewardship of antibiotics in healthcare 
and farming. As a result, a growing number of bacterial 
infections are becoming more costly and difficult to treat, 
and major surgery and cancer chemotherapy are becoming 
higher risk. 

Addressing these public health issues requires action 
from all stakeholders, including governments, the private 
sector and investors. Given the multi-faceted benefits of 
improving public health, we regularly engage companies – 
particularly those with a global reach – that exert influence 
over public health. We are mindful that companies whose 
actions are regarded as obstructive to access to medicine 
or whose products exacerbate NCDs can suffer significant 
reputational, and even financial, damage. Moreover, 
government regulation to combat NCDs, such as sugar 
taxes, is putting pressure on companies to take more robust 
action to safeguard public health.

Key facts

> 1.2 million    
 
deaths globally in 2019 as a direct result of antibiotic 
resistant infections, a figure set to increase to 10 
million annually by 2050. 

70% 
 
of UK public savers that said improving health was 
the top SDG of interest to them (Investing in a Better 
World; UK Aid, 2019)

Our engagement summary  
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Scientific advances have greatly enhanced our ability to 
overcome public health challenges, as demonstrated by 
the rapid development of Covid-19 vaccines. However, 
certain global trends are eroding health security.

Our vulnerability to infectious diseases will continue to 
increase due to a confluence of factors, including urban 
population growth and the intensification of livestock 
farming. We also cannot ignore the negative impact of 
worsening air pollution, which contributes to c. 7 million 
deaths per year. Taking action to reduce air pollution not 
only improves public health, but also helps to mitigate 
climate change, which is a major threat to health security, 
contributing to food shortages and mosquito-borne 
diseases. Moreover, there are studies

linking higher temperatures with a higher degree of 
antibiotic resistance. The key takeaway is that human 
health should not be viewed in isolation – it is intrinsically 
linked to the health of our global ecosystem.

In 2022, we have welcomed the identification of AMR as a 
priority topic for Germany’s leadership of the G7, which we 
advocated for as part of the Investor Action on AMR coalition. 
We will step up our engagement of animal health companies on 
their contribution to AMR, while taking forward our work with 
pharmaceutical companies on AMR and the steps they are taking 
to mitigate their environmental impacts, specifically greenhouse 
gas emissions reduction targets and water stewardship. 

We also recognise the impact of working conditions on health, 
and a particularly salient example is found in the care home 
sector. The pandemic has shone a spotlight on staff caring 
for the most vulnerable to the virus in extremely high-risk 
environments. Covid-19 has exacerbated existing challenges, 
with the rights of workers and aged residents put at risk. We 
believe that recovery from the pandemic should now involve 
fundamental improvements in working conditions and quality 
of care to ensure sustainability and are engaging operators 
in the sector individually and collaboratively to encourage 
these changes. 

Health Security 

Despite significant global progress on public health, at least 
half of the world’s population still cannot obtain essential 
health services. Health disparities translate into wide gulfs 
in life expectancy, and health inequalities are again being 
underscored in the debate over access to Covid-19 vaccines by 
developing countries. 

The reputation of the pharmaceutical industry has been 
challenged for many years with regards to fair and 

responsible drug pricing, while the pandemic has presented 
the opportunity to demonstrate the value of their investments 
in vaccines and treatments and their meaningful contribution 
to society and global health. Since the outbreak of Covid-19, 
our work on responsible drug pricing has evolved to 
encompass broad-based engagement on pharmaceutical 
companies’ efforts to maintain and broaden access to their 
products during the pandemic, and to cooperate in efforts to 
ensure equitable access to the vaccines. 

Access to Healthcare 



BMO Global Asset Management16

Business does not operate independently from the rest of 
society; its stakeholders are either those who live in that 
society, the institutions that sustain it, or the ecosystem in 
which it exists. Companies are often uniquely positioned to 
advance societal progress and stability through the products 
and services they produce, but how they do so can also hinder 
it. Our engagement focuses on the latter, whether caused by 
the actions of employees, or the collective behaviour from a 
corporation itself.

Expectations on business conduct are not limited to 
companies meeting their legal and technical obligations, 
but rather adopting patterns of behaviour that embrace 

high standards of business ethics that help them operate in 
countries with weak governance structures. 

Sub-themes covered are broad as misconduct can manifest 
in many different forms. Issues can have a widespread 
impact on citizens, including bribery, mishandling of personal 
information (e.g. Facebook’s Cambridge Analytica scandal) or 
the mis-selling of unsuitable products, such as the fake account 
scandal at Wells Fargo. Meanwhile, participating in high-
level corruption (as has been seen at Airbus in recent years), 
exerting political influence, partaking in anti-competitive 
practices and striving to pay as little tax as possible, can 
erode the ability of societal institutions to properly function. 
These issues are often hidden until revealed by journalists or 
prosecutors, so engagement is typically more reactive and 
company-specific, with a focus on reforms and restitution. 
Each sub-theme contains its own best practices, but there are 
several common features that we look for:

• The highest ethical standards should be central to corporate 
culture and enforced among employees

• The board should have formal oversight, including strategic 
decisions around anti-competitive practices and tax 
strategy, through company bylaws

• Where misconduct can manifest within their business 
should be acknowledged and governance procedures put in 
place to prevent it reoccurring

In 2022 we expect a focus on data privacy and security, and 
responsible tax. 2021 saw thousands of new cybersecurity 
cases recorded. Whilst this is now part of modern-day business 
risk management, there were several high-profile incidents 
that focused on supply chains and involving ransomware. 
Regarding global corporate tax legislation, 2021 also saw 
significant developments in the formulation of a global 
minimum corporate tax level of 15%. Whilst this agreement 
will take several years to implement and be effective, it is a 
huge step forward. 

Key facts

$40 million  
 
The largest payout made by a company in 2021, 
following a data breach.

$10.5 trillion 
 
The expected annual global cybercrime  
cost by 2025.

BMO Global Asset Management

Seven themes of engagement: 

Business conduct 

Our engagement summary 
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The world has become exponentially more connected as the 
age of a digital economy unfolded, with most companies now 
heavily reliant upon technology – a trend that accelerated 
during the pandemic. When combined with the valuable data 
that companies store and process to function, whether that be 
personal data of customers or intellectual property, the scale of 
the threat is unprecedented. The question is no longer ‘will we 
be attacked?’ but rather ‘when will we be attacked?’.

Extracting the value from personal data can also be a 
temptation within companies. Following high-profile privacy 
scandals such as those at Facebook, consumers are increasingly 
cautious about who they interact with based upon how their 
privacy is upheld. According to data published by IBM, the 
average cost of a data breach has now reached over $4 million. 

Mimecast estimates that an average ransomware 
demand levied against US companies exceeds $6million. 
The largest payout, made by a company in 2021, stands 
at $40 million.  

With regulation having increased in recent years, 
most notably with the introduction of GDPR in 2018, 
companies have been more open disclosing how they 
oversee and manage these risks with investors, no 
longer afraid that they are undermining their own 
security efforts. Our engagement with companies 
typically focuses on their governance procedures, rather 
than detailed security or legal procedures, as well as 
how companies can report to investors to demonstrate 
the robustness of their preparedness.

Data Privacy and Security 

Following a virtually unprecedented period of 
government borrowing around the world, investors 
should expect increased scrutiny on corporate taxes 
as governments seek to reduce fiscal deficits. Virus 
aside, there was already growing investor recognition 
that understanding an investee’s tax structure would 
help avoid unexpected exposure to potential earnings, 
reputational, governance and societal risks.

Addressing public concerns around large companies 
not paying their fair share of tax requires not only 
international

tax reform but also better efforts to improve public 
awareness and understanding. Companies must 
contribute by providing user-friendly tax disclosures that 
a range of stakeholders may understand.

In October, leaders of the world’s largest economies hailed an 
agreement to overhaul global corporate tax rules as key to 
ensuring multinationals paid their fair share of tax. The deal 
established a global minimum tax rate of 15%. The aim of this 
is to curtail profit-shifting to lower-tax jurisdictions, known as 
tax havens. “It will eliminate incentives to shift jobs and profits 
abroad,” US President Biden said. With almost 140 countries 
signed up to the agreement and implementation aimed at 
2023, this is expected to provide a strong basis to end the 
undercutting tax rates in an aggressive race to the bottom. 

Utilising country-by-country reporting (CbCR) for tax allows 
external stakeholders to assess how the payment of tax is 
structured within the company. The increased transparency 
that CbCR can offer outweighs the perceived loss of 
competitive advantage. We will continue to encourage CbCR in 
our engagements.

Corporate Tax
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Seven themes of engagement: 

Corporate governance  

Good corporate governance is at the heart of any successful 
business, instrumental in supporting the delivery of strategic 
objectives and in driving sustainable performance, as well as 
maintaining legal and ethical standing. Over the past decade 
or more, we have supported the development of Corporate 
Governance Codes by international investor associations 
and local market bodies, with best practice guidance for 
companies on key governance topics, from board composition 
to shareholder rights. Our own Corporate Governance guidelines 
cover these topics, crystallise our global stewardship philosophy 
and underpin our approach to voting at the shareholder 
meetings of our investee companies. We regularly revise these 
to ensure they reflect the evolving wishes of our customers and 
industry best practice. However, the key tenets of our approach 
remain consistent. We expect companies to have:

• Empowered and effective board and management structures

• Effective systems of internal control and risk management

• Commitment towards creating a culture of transparency and 
accountability and sound business ethics

• Remuneration policies that reward the creation of long-term 
shareholder value

• Systems to identify, assess and manage risks, including those 
associated with social and environmental factors

Our ambitious expectations are reflected in how we vote at 
shareholder meetings. We believe that voting is a powerful tool for 
driving improvement in company practices and market standards, 
as well as for re-enforcing objectives set

in engagement on ESG topics. We explain our understanding 
of good governance and our approach to voting to our key 
investee companies, before or after the AGM. We believe 
our approach is ahead of the market in board composition, 
executive compensation, and board accountability for social and 
environmental issues.

We will keep voting against non-independent directors at boards 
that lack balance, or who sit on key board committees

which we believe should be fully independent to protect the 
interest of all shareholders. We will also continue to focus our 
votes against boards that lack diversity. We will typically not 
support incentive arrangements that do not align the interests of 
top management and owners, and where we do not find evidence 
that pay packages are sufficiently linked to strategic priorities, 
including climate change or social issues, in the relevant sectors. 
At companies that lag their sector in addressing climate change, 
we will seek to hold boards accountable though voting. In 2021 we 
continued to vote against management resolutions at companies 
in the highest-impact sectors due to poor climate management. 
We remain supportive of shareholder resolutions that look to 
address ESG issues that we consider material and implementable.

Key facts

627  
 
The number of engagements we had with companies 
on corporate governance topics in 2021.  

12,416 
 
The number of meetings we voted at globally in 
2021. 

Our engagement summary 

BMO Global Asset Management
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Diversity in the boardroom and senior management 
can bring significant value to an organisation. A 
diverse mix of skills and perspectives is critical. For 
several years, we have placed a great emphasis 
on gender diversity via multiple avenues. We have 
extensively engaged with companies and developed 
voting policies to reject the election of nomination 
committee chairs where boards do not meet our 
expectations. Our voting efforts will also focus on 
increasing the level of diversity beyond gender. Ethnic 
diversity and inclusion is a critical issue of social 

justice, and we recognise its real value to our business and the 
businesses we invest in. 

We continue to engage investee companies to understand how 
they address systemic racism and the lack of inclusion in the 
workforce of under-represented groups. We expect companies to 
collect and disclose relevant data, report on associated pay gaps 
and set and disclose targets and timelines for improvement. We 
may not support the re-election of nomination committee chairs 
or other relevant directors or management resolutions at the 
largest US and UK companies that are laggards here.

Board diversity

We have developed our policy to include biodiversity and 
severe human and labour rights issues. These are topics 
that we have engaged companies on for many years and in 
some cases, already voted against management resolutions 
or supported shareholder resolutions. 

• Loss of biodiversity degrades ecosystems which underpin 
the Earth’s ability to capture and sequester greenhouse 
gases. At companies in sectors with high biodiversity 
impact, that fail to provide appropriate disclosure, we 
may not support management resolutions, including the 

report and accounts or the election of directors.

• Severe human and labour rights issues often affect the most 
vulnerable communities, they are referenced in various 
international standards and conventions, and are linked to 
existing or evolving regulation that might affect corporate 
performance. Mitigating these issues will contribute to 
sustainable long-term value creation by the companies in which 
we choose to invest. At companies with insufficient mitigation 
strategies, we may not support management resolutions, 
including the report and accounts or the election of directors.

Biodiversity and Social issues in voting 

We expect all companies to demonstrate the alignment of 
their remuneration policy with their overall business strategy 
and planning. Performance metrics should therefore relate 
to the company’s articulated strategy and risk tolerance and 
targets should be constructed to align executive incentives 
to the interests of long-term shareholders. We also expect 
companies in climate-exposed sectors to set a long-term 

ambition to achieve emissions reductions consistent with 
the net by 2050 aim and put in place robust strategies to 
implement this. In 2022, we will engage with companies in 
companies in key sectors on how executive pay is linked to 
climate strategy. We encourage all companies to consider 
what ESG metrics might be appropriate within their short 
and long-term incentive plans. 

ESG and Executive Pay
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Engagement 
Projects
We provide clients with the preliminary 
list of companies targeted under each 
Project. This list can be found in the 
Libraries tab on the Partner Portal.
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Priority reo®
 Engagement Projects

Our priority reo® Engagement Projects for 2022 are outlined below. This list reflects feedback from 
clients to ensure our engagement activities are aligned with client priorities.

 

Responsible Investment

Protecting biodiversity

 

Marcus Wilert

Vice President, Responsible 
Investment analyst 

Industry: Theme: Links to SDG goals:

Cross-sector Environmental 
Stewardship

       

The air you breathe, the water you drink and the food you eat all 
rely on biodiversity. Therefore, the pace and scale of on-going 
biodiversity loss poses an existential threat to the ecosystems 
underpinning our economic and social wellbeing. A biodiversity 
approach is necessary to holistically link environmental issues 
for companies to address negative impacts and assess and 
mitigate risks to dependencies for their operations and supply 
chains. Halting and reversing biodiversity loss is also critical 
to address climate change. There is a rapid emergence of 
assessment and reporting tools, while not yet finalised, as well 
as new global targets expected from the 15th Conference of 
the Parties to the Convention on Biological Diversity. National 

biodiversity strategies and proposals for regulatory frameworks 
are emerging, potentially adding pressure on companies. Year 
2 of the project builds on an exploratory phases in exploring 
corporate approaches to biodiversity and will engage companies 
in high-impact sectors such as food and beverage, extractives, 
materials, and transportation to set out strategies, governance, 
targets and metrics. To leverage engagement we participate 
in PRI Sustainable Commodities Practitioners’ Group and the 
Investor Policy Dialogue on Deforestation which engages 
lawmakers and regulators in Brazil and Indonesia. 

Status: ongoing

Human rights and Indigenous Peoples’ rights in the energy industries

 

Harry Ashman

Vice President, Responsible 
Investment analyst 

Industry: Theme: Links to SDG goals:

Energy, Materials Human Rights

       

Mining, renewables and oil and gas all play a crucial role in the 
shift to a low carbon economy, with especially the mining and 
renewables industries poised for future growth/expansion. Such 
expansion, if not managed carefully, could negatively affect 
local communities, including indigenous communities. Disputes 
on land ownership, cultural heritage protection, environmental 
pollution and safety concerns have often led to heated public 
debate in recent years and can, in turn, damage companies’ 
license to operate. Moreover, the Business and Human Rights 
Centre identified a notable increase in attacks against human 
rights defenders in 2019, the majority of which are linked to the 

mining and renewable energy sectors. It is clear companies must 
do more to safeguard human rights, and their defenders, in line 
with the OECD Guidelines and UN Guiding Principles for Business 
and Human Rights. This 2 year project will focus on the adoption 
of human and indigenous rights policies and processes by 
companies across all three sectors, placing specific emphasis on 
the protection of human rights defenders throughout. We also 
aim to engage leading companies to identify best practice and 
continue to raise the bar across sectors.

Status: ongoing
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Energy efficiency in the real estate industry

 

Lead analyst: Daniel Jarman

Vice President, Responsible 
Investment analyst 

Industry: Theme: Links to SDG goals:

Real Estate Climate Change, 
Environmental 
Stewardship        

According to the International Energy Agency (IEA), energy 
efficiency is central to any two-degree energy scenario. The 
IEA, has been treating energy efficiency as the ’first fuel’ 
since 2013 and reckons that two thirds of the economically 
profitable investments to improve energy efficiency will 
remain untapped in the period to 2035. Most of these are 
in the building sector. Buildings account for 39% of the EU’s 
total final energy consumption (2014), two thirds of which is 
in the residential sector. This is where the greatest potential 
for energy savings lies: 75% of the EU’s building stock is still 
energy inefficient and the rate of building renovation remains 

very low at around 0.4% to 1.2% per year, while a rate of around 
3% per year would be needed. Given the slow adoption by 
member states of relevant environmental directives and 
current rate of refurbishment, this project will continue to 
engage residential real estate companies to evaluate the 
progress made in refurbishment and new development of 
energy efficient homes. We are also proposing sector specific 
disclosure expectations to allow ease of comparison between 
peers going forward. 

Status: ongoing

"It can take time to build consensus for 
change within a business and to develop 
the tools to do so. We support companies 
on that journey, but in 2022, a key focus of 
our work will also be holding companies 
accountable on their commitments."

Claudia Wearmouth, Managing Director,  
Co-Head of BMO GAM (EMEA)’s Responsible 
Investment team
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Responsible Investment

Climate Action 100+

 

Lead analyst: Vicki Bakhshi

Director, Responsible  
Investment analyst

Industry: Theme: Links to SDG goals:

Cross sector Climate Change

       

We continue to lead on a number of company engagements 
within the framework of Climate Action 100+, a global five-
year investor initiative targeting the world’s largest corporate 
greenhouse gas emitters. The CA100+ Benchmark now provides 
a systematic assessment of progress, and together with the 
development of sector expectations, gives greater clarity to 

companies on investor expectations. These will form the basis of 
our ongoing engagement. We also will continue to be involved 
in industry working groups which are developing best practices 
for climate stewardship.

Status: ongoing

Coal phase-out

 

Lead analyst: Vicki Bakhshi

Director, Responsible  
Investment analyst

Industry: Theme: Links to SDG goals:

Materials, Utilities Climate Change

       

Global CO2 emissions need to reach net zero by 2050 in order 
to secure a good probability of keeping the global temperature 
rise below 1.5 degrees Celsius. As the most carbon-intensive of 
the fossil fuels, coal makes a major contribution to emissions. 
The past year has seen some progress, with key countries 
committing to ending finance for new coal power – but new 
coal capacity is still being built, and phase-out plans for 

existing coal mining and power are too slow. Our engagement 
will continue to focus on mining and utility companies with 
significant coal exposure, with the objective of obtaining 
commitments to firm coal phase-out dates in line with science-
based emissions trajectories.

Status: ongoing

Mandatory human rights due diligence

 

Lead analyst: Tenisha Elliott

Associate, Responsible 
Investment analyst

Industry: Theme: Links to SDG goals:

Cross sector Human Rights

       

Building on public investor commitments that we have 
supported over the last few years, asking governments to 
mandate corporate environmental and human rights due 
diligence we we will now focus on engaging corporates on 
implementing human rights due diligence across their supply 
chain. We will reach out to 20 developed markets and 10 
emerging markets companies that have scored "0"  in the 
‘Embedding respect and human rights due diligence’ theme 
of the Corporate Human Rights Benchmark (“CHRB”) 2021. 

The background for mandatory human rights due diligence is 
to create a level playing field among companies, ensure the 
protection of human rights across the supply chain, and enhance 
business continuity and general supply chain management 
practices. This is intended to be a 2 year project, with CHRB 
results as measurements for engagement impact. 

Status: new
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Banks' net zero ambitions

 

Lead analyst: Nina Roth

Director, Responsible  
Investment analyst

Industry: Theme: Links to SDG goals:

Financials Climate Change

       

In the last two years we have engaged more than 60 banks 
on their climate risk management practices, and the majority 
of these banks have now issued commitments for net 
zero financed emissions by 2050. We will seek to engage 
10 banks (8 from developed markets, 2 from emerging 
markets) to ensure through implementation of their net 
zero strategies. we expect banks to set ambitious interim 
targets for 2030, to include underwirting/advisory/off-balance 
sheet activities in their methodologies, and also consider 
deforestation as a controbutor to their financed emissions. 

Knowing that most banks have announced interim 
targets to be published in late 2022 or early 2023, this 
will be a 2 year project. Banks that do not end lending 
and underwriting of the fossil fuel expanison and related 
infrastructure, and do not manage the decline of coal, 
oil and gas in their lending and underwriting might experience 
negative impacts to the value  of their portfolios, profitability 
metrics, as well as overall valuation. 

Status: new

Social audit assurance

 

Lead analyst: Tenisha Elliott

Associate, Responsible 
Investment analyst

Industry: Theme: Links to SDG goals:

Social Audit 
Assurers & Cross 
Sector

Human rights

       

As labour standards and human rights concerns rise up the 
social agenda, investee companies are under increased scrutiny 
to ensure appropriate mitigation of social harms taking place 
in their supply chains. We have noticed in our engagement 
with companies and through public disclosure that there is a 
reliance on social audit firms to assess supplier compliance 
with codes of conduct and other social standards employed 
by firms, as a means of evidencing social risk due diligence. It 
has been evidenced that companies often rely on social audits, 

equating them with human rights due diligence, or see them 
as a plausible substitute. Through this project, which we 
expect to run over two years, we will engage 1) listed social 
audit firms on their framework to ensure audit quality, 2) 
companies in apparel, retail and service sectors on how Audit 
Assurance supports them in their human rights and social 
due diligence. 

Status: new

Physical climate-related risks 

 

Lead analyst: Tim Bonds

Associate, Responsible 
Investment analyst

Industry: Theme: Links to SDG goals:

Cross sector Climate Change

       

Intensifying climate change is causing changes to the scale and 
impact of extreme weather events, such as drought, wildfires 
and flood. Companies with supply chains or operations in areas 
of high vulnerability are subject to heightened risk of business 
interruption or damage to assets, and even threat to life. We 
will engage with a focused set of companies in the chemicals 

and electronic manufacturing sectors in order to understand how 
their current risk systems compare with investors’ expectations, 
as set out in the IIGCC Physical Climate Risks and Opportunities 
statement, and to encourage them to address any gaps. 

Status: new
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Responsible Investment

Chemicals

 

Lead analyst: Tim Bonds

Associate, Responsible 
Investment analyst

Industry: Theme: Links to SDG goals:

Chemicals Environmental 
Stewardship

       

Chemicals companies have had serious adverse impacts on 
the environment and are a major contributor to GHG emissions 
that are responsible for climate change. The chemical industry’s 
final energy consumption is the highest of any industrial sector; 
its operations cause substantial runoff of pollutants into the 
local environment, air and waterways; and many chemical 
sector products – e.g. plastics and fertilisers – are also causing 
serious harm to the environment.

Over a 3-year period, this project will engage with the 20 
largest chemicals companies by market cap, focusing on the 
following targets as we look towards a sustainable transition 
within the chemicals sector: 1) Reducing GHG emissions 
– ensuring Paris-aligned climate strategies are in place; 
lessening reliance on fossil fuels; and exploring alternative 
less carbon-intensive feedstocks (bio-based and recycled raw 
materials; green hydrogen); 2) Minimising harmful effects on 
local communities – improving waste management practices; 
enhancing EHS systems to avoid toxic waste infiltrating local 
waterways; and minimising toxic emissions (VOCs, SO2); 
3) Reducing plastic waste – phasing out single use plastics; 
increasing recyclability of polymers; and investing in recycling 
technologies to “close the loop” on plastic waste by creating a 
circular economy.

This project would complement work done in tandem 
with ShareAction’s Chemicals Working Group, which 
is a workstream of the Investor Decarbonisation 
Initiative. Initial focus for this initiative in 2021-22 
is on decarbonisation (GHG emissions) only, rather 
than wider environmental topics such as toxicity and 
biodiversity, though these issues will no doubt come into 
consideration in later years. 

Status: new

ESG metrics in pay 

 

Lead analyst: Kalina Lazarova

Director, Responsible  
Investment analyst

Industry: Theme: Links to SDG goals:

Cross-sector Corporate 
Governance

       

ESG metrics in executive pay - We expect all companies 
to demonstrate the alignment of their remuneration 
policy with their overall business strategy and planning. 
Performance metrics should relate to the company’s 
articulated strategy and risk tolerance. Targets should be 
constructed to align executive incentives to the interests of 
long-term shareholders, and should not create incentives for 
executives to undertake short-term risks that might imperil 
longer- term performance. We advocate the introduction of 
risk-related underpins—or preconditions—to bonus awards, 
to ensure that in appropriate incentive payments are not 
awarded in the event the company’s financial strength or 
credit quality might deteriorate.

We expect companies in climate-exposed sectors to set a long-
term ambition to achieve greenhouse gas emissions reductions 
consistent with net zero global greenhouse gas emissions by 
2050 and put in place robust strategies to implement this. These 
strategies should include bolstering board-level expertise and 
oversight of climate risks and opportunities, as well as linking 
executive remuneration to the achievement of climate-related 
objectives. In 2022, we will engage with companies in companies 
in key sectors (for example oil & gas, mining, materials, electric 
utilities, transportation and automotive, and financial institutions) 
on how executive pay is linked to climate strategy. 

Status: new

n/a

Our engagement will focus on reducing 
GHG emissions, minimising harmful 
effects on local communities and 
reducing plastic waste.
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