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Key risks
The value of investments and any income derived from them can go down as well as up and investors may not get back the original
amount invested.
Views and opinions have been arrived at by BMO Global Asset Management and should not be considered to be a recommendation
or solicitation to buy or sell any companies that may be mentioned.
The information, opinions, estimates or forecasts contained in this document were obtained from sources reasonably believed to be
reliable and are subject to change at any time.
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Boldly growing the good
At BMO Global Asset Management (BMO GAM), we believe that responsible
investing is simply good investing. Since launching Europe’s first ethical fund in
1984, we have grown our responsible investing capability so that it now sits at the
core of our business, informing everything we do. Our stewardship is directly linked
to our purpose of boldly growing the good. We invest for the longer term, driving
sustainable business practices and positive impacts for people and the planet
through our stewardship of our client’s assets. We ensure that all relevant ESG factors are considered
in our investment analysis to provide more comprehensive and rounded risk and opportunity
perspectives, seeking to align our invest decisions with solutions to global problems. We also use our
experience, expertise and influence to promote positive change by systematically engaging with the
companies and other entities in which we invest, with regulators on public policy and best practice, and
also by voting at company general meetings.
We welcome and support the revised UK Stewardship Code as a significant step in further raising
stewardship standards across the industry. We are committed to becoming and remaining signatories,
and in this report we describe how we applied each of the 12 Principles across our corporate purpose,
investment approach and active ownership activities during 2020, a year that required great adaptation
and resiliency in light of the global Covid-19 pandemic, and a year in which our commitment to
responsible investing at BMO GAM remained as clear as ever.
Over the course of 2020, we continued to contribute our thought leadership, regularly sharing
perspectives on a broad range of topics such as climate action and modern slavery, as well as
dedicated insights on the effects of the pandemic, from increased data privacy risks to workforce rights
and declining ocean health. We also published social and environmental expectations statements,
articulating best practice management of key issues we encourage companies to work toward. In this
way, we seek to identify and respond to market-wide and systemic risks, whilst positively influencing
the actions of others.
In addition to the unfolding pandemic and resultant effort to find solutions to its implications, the
urgency of addressing climate change remained unchanged in 2020. It is imperative that the global
community intensifies efforts to push towards net zero emissions, and we are fully committed to
playing our part. We strengthened our voting policy aimed at encouraging the transition to a lowcarbon economy by identifying climate laggards and voting against relevant director elections and
management resolutions. In December, we set out our ambition to transition all our managed assets to
net zero emissions by 2050 or earlier, as a founder signatory to the Net Zero Asset Managers initiative.
We look forward to building partnerships with our asset-owner clients, the companies and other
entities we invest in, and with regulators to help develop public policy, in order to achieve this goal.
As positive momentum builds around tackling the global challenges we face, I am excited for what
the future can hold, and proud of the opportunity we have to continue making a positive difference
through our stewardship.
In April 2021, our parent company BMO Financial Group announced that they had reached an agreement
to sell our Asset Management business in EMEA and Asia to Ameriprise Financial, Inc., to become part
of its asset management business Columbia Threadneedle Investments upon close in Q4 2021. We have
great confidence that our stewardship programme will grow alongside Ameriprise Financial, Inc. and
Columbia Threadneedle Investments, as we share many approaches, including a commitment to active
management underpinned by a dedication to responsible investment.

Richard Watts
CIO, BMO Global Asset Management
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Stewardship
at a glance
Discover the highlights of our stewardship activity and outcomes during 2020.

760

1,541

50

79%

343

milestones achieved, where there
are tangible positive outcomes in
policies or practices*

of our engagement linked to the
Sustainable Development Goals
and targets

20+

ESG Viewpoints published – in-depth
insights on a wide range of ESG and
sustainability themes

3%
3%
S4 S4

countries covered by engagement –
conducted remotely due to pandemicrelated travel restrictions

engagements

E 31 % E 31 %

companies engaged

Companies engaged by ESG issue

G2 %
6
G2 %
6
Climate change
Environmental stewardship

21%
10%

Climate
change
Labour standards
Environmental
Public health stewardship
Business
conduct
Labour standards
Human
rights
Public health

21%
25%
10%
9%
5%
25%
4%
9%

Business conduct
Corporate
governance
Human rights

5%
26%
4%

Corporate governance

26%

Milestones achieved by ESG issue

E2
8

%

Played an active role in public
policy development: engaged
with regulators around the world

%

S 17 %

E2
8

Improved ESG standards at a larger
scale: participated in collaborative
investor engagements

S 17 %

%

G 55

%

G 55

We are incredibly proud of our award-winning responsible
investment capability. We focus on ambitious and thoughtful
active ownership to inform better investment decisions while
driving meaningful change in the companies we invest in.
Claudia Wearmouth, Managing Director, Co-Head, Responsible Investment
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Climate Change
Environmental Stewardship

21%
7%

ClimateStandards
Change
Labour
Environmental
Stewardship
Business
Conduct
Public
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Standards
Human
BusinessRights
Conduct

21%
12%
7%
2%
2%
12%
1%
2%

Public Health
Corporate
Governance
Human Rights

2%
55%
1%

Corporate Governance

55%

At present this data does not include the 1,874
meetings conducted by our investment teams other
than those in which RI team members were involved.
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Corporate governance highlights

11,848

117,820

company meetings voted

resolutions voted

27,563

votes against management

Celebrating 20 years of stewardship

Although this report focuses on our stewardship activities during 2020, over the year we also celebrated 20 years of our
formal programme of effective stewardship through ESG engagement and targeted proxy voting. During this time, such
stewardship has evolved from a niche activity largely undertaken by mission-orientated or activist investors, to become
truly mainstream. Discover our key highlights during this time.

5,500+

87

companies engaged

countries covered by engagement

3,763

milestones achieved*

Our in-house data records go back to 2006. These figures represent our activities from 2006 to 31 Dec 2019.

A leading voice in a vital conversation

21

275+

members in our Responsible
Investment team

combined years of
experience

**

Best Sustainable &
ESG Equity Fund

35+

years of investing
responsibly

20+

years of driving positive
change through stewardship

***

Best Sustainable & ESG
Research Team

All information as at 31 Dec 2020 unless otherwise stated.
*We record milestones where companies make tangible improvement in their policies and practices in alignment with our engagement and voting asks.
**Awarded to our BMO Responsible Global Equity Fund for the second consecutive year. *** Third consecutive year of winning this award.
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We have great confidence that
our stewardship programme
will continue to grow alongside
Ameriprise Financial, Inc.
and Columbia Threadneedle
Investments.
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A note on our
structure and upcoming
changes in 2021

This report details the stewardship approach, activities and
outcomes of BMO GAM for the 2020 reporting period 1st
January 2020 – 31st December 2020.
During the period under review BMO GAM should be treated
as a wholly owned subsidiary of the Bank of Montreal (BMO)
and forms part of the Wealth Management division within
the BMO Financial Group, one of North America’s pre-eminent
financial institutions. Where we refer to “Our Parent” we are
referring to BMO Financial Group.
An organisational chart of the BMO Financial Group is
provided below.

Upcoming ownership changes
In April 2021, BMO reached an agreement to sell its asset

management business in EMEA and Asia to Ameriprise
Financial, Inc., subject to regulatory approval and
other customary closing conditions. Our BMO asset
management business in EMEA and Asia will become
part of Columbia Threadneedle Investments, the global
asset management business of Ameriprise, upon close in
Q4 2021 (anticipated).
We are confident that the transaction will be supportive
of our stewardship activities with the greater resources
of the combined organisation. We share similar
approaches in many areas, including our client-centric
and collaborative culture, a commitment to active
management underpinned by a deep commitment to
responsible investment principles, and a culture of care
for people and teams.

BMO Financial Group

Canadian Personal &
Commercial Banking

US Personal &
Commercial Banking

Wealth
Management

Capital
Markets

BMO Insurance

BMO InvestorLine

BMO Global Asset
Management

BMO Private Wealth
Canada & Asia

BMO Wealth
Management U.S.

Source: BMO Financial Group as at 31 December 2020.

This report does not reflect any of Columbia Threadneedle Investments’ stewardship activities or any future strategies. References
to any 2021 organisation structures or planned activities are in the context of BMO GAM as a part of BMO Financial Group only.
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Vicki Bakhshi,
Director, Responsible
Investment, presenting
at the 2020 F&C
Investment Trust
Lecture

Purpose and
governance

Discover how our
corporate purpose and
governance structure
enable us to practice
effective stewardship.
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Principle 1

Purpose, strategy and culture
Signatories’ purpose, investment beliefs, strategy, and culture enable stewardship that creates
long-term value for clients and beneficiaries leading to sustainable benefits for the economy, the
environment and society.

Key highlights
	Responsible investing lies at the heart of
our business
	Significantly scaling stewardship assets
under advice
	Achieving outcomes against our seven
engagement themes

Our Purpose: To Boldly Grow the Good
At BMO GAM our purpose is to ‘Boldly Grow the Good’. This
means that we help our clients meet their investment goals
by contributing to a more sustainable and secure future for
us all. Our investment teams factor ESG considerations fully
into their investment evaluation in a form most appropriate
and meaningful to each strategy and asset class. We promote
positive change by systematically engaging with issuers,
making considered use of voting rights, and being a constructive
investor voice in public policy. Our stewardship is guided by and
supportive of our purpose, considering the material impacts of
our investments on the wider world alongside material impacts
of ESG issues on our investments. We ensure our activity is
also aligned with our clients’ purposes through consultation on
engagement priorities.
We have three tenets which underpin our culture and values,
and that guide all our activities, including our stewardship:

Stewardship Report 2020
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Client-first innovation

2

Collaborative culture

3

Responsible investment

Everything we do begins with our clients’ individual
circumstances, needs and requirements in mind.
We have continually evolved our products and solutions to
meet client needs as their partner in responsible investment,
including through our Responsible Engagement Overlay (reo®)
engagement and voting service. Our stewardship activities
are undertaken in the best interest of our clients, we agree
engagement themes with our clients and we are transparent
around how we deploy our stewardship responsibilities on
their behalf.

We recognise that we can only deliver by working
together. Our investment platform is characterised
by a fertile culture of research and collaboration – a mindset
we’ve fostered to encourage sharing of knowledge and the
development of ideas. This openness enriches our thinking
and means we can combine areas of insight and expertise as
part of bigger global teams, to create genuine value-add for
clients. Our investment and Responsible Investment teams
work closely together to meet our stewardship objectives, and
research and engagement activities are shared between teams
to inform our practices. We also encourage, lead and participate
in collaborative work across the industry, to promote wellfunctioning markets and achieve more effective stewardship
outcomes than working alone.

We take our responsibilities as stewards and
allocators of client capital very seriously. This lies at
the core of everything we do, driving the processes we adopt

9

and the products we offer. We are pioneers in this space: we
launched Europe’s first ethical fund over 35 years ago, and in
2020 we celebrated two decades of our formal programme of
effective stewardship through ESG engagement and targeted
proxy voting. Today, all our active investment teams integrate
ESG considerations into their decision making, and we
continue to develop our range of dedicated and award-winning
responsible funds and solutions, having launched ten new ESG
funds in 2020. Our responsible investment approach is supported
by and also feeds into our stewardship programme to ensure
consistency of approach.

Activity
During 2020, stewardship was specifically identified in
BMO GAM’s strategic planning as a primary driver of our
future success as it is central to our purpose and aligned
with our clients’ investment objectives. The firm has set
ambitious targets to significantly scale our stewardship
resources and activities. This includes expanding and
enhancing our ESG data, infrastructure and personnel.
We have set a goal to significantly grow our assets under
advice in the reo® programme, which offers our clients
greater stewardship influence and impact collectively than
they would otherwise enjoy.

Outcome
To assess the effectiveness of how our beliefs, culture
and strategy continue to enable positive stewardship
outcomes and client solutions, we use a number of
indicators:

Achieving outcomes against our seven
engagement themes
Our stewardship programme has been developed in
consultation with our clients and investment teams, and
covers the full range of material strategic, sustainability
and ESG risks or opportunities. We have categorised ESG
topics into seven high-level themes against which we
can consistently report outcomes:
•

Environmental stewardship

•

Climate change

•

Human rights

•

Labour standards

•

Business conduct

•

Public health

•

Corporate governance
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On an annual basis, within each theme we identify priority
areas of focus for the year(s) ahead. We select these priorities
in consultation with clients and investment teams, and
consider topics that are most material to our investments
and have the most significant impact on the wider world. Our
2020 focus areas included climate change as an overarching
priority, addressing areas such as coal phase out, sustainable
food systems and financial institutions and climate risk;
alongside key social issues including the payment of a living
wage, promoting gender diversity and managing antimicrobial
resistance. For example, as the Covid-19 pandemic struck, we
engaged companies on how they were dealing with the crisis,
and in particular pressed them to take measures to protect the
health and well-being of their staff.
We record engagement objectives, the number of
engagements undertaken, and outcomes expressed as
‘milestones’ achieved in each engagement to assess our
effectiveness and progress over time. We define milestones
as instances where companies make tangible improvement
in their policies and practices in alignment with our
engagement and voting objectives. In 2020, we conducted
1,541 engagements across 760 companies, and recorded 343
milestones. Please refer to Principle 9 for further details of our
engagement-related stewardship outcomes.

Developing solutions to meet our clients’ priorities
We regularly engage with our clients to understand their
investment objectives, including those related to ESG and
stewardship. At the end of 2019, we undertook an ESG Beliefs
and Behaviour survey which determined that investors
recognise the financial benefit of investing with an ESG lens
and are increasingly looking for solutions that align with both
their financial and social priorities. This in part informed our
product strategy in 2020 and decision to further enhance our
stewardship resources.
In 2020 BMO GAM launched ten ESG funds globally to meet
client demand. This included a suite of seven indexed
exchange-traded funds (ETF) supported by our centralised
stewardship programme, including the first balanced ESG ETF
in Canada. 2020 also saw the first anniversary of our BMO
SDG Engagement Global Equity Fund – a strategy designed to
embed stewardship goals directly in asset selection.
We also continued to expand our reo® stewardship service and
the proportion of assets that we represent in our engagement
activities with issuers. We continue to grow our assets in this
space, which we believe further enhances the influence that
we can have on behalf of our clients.

BMO Global Asset Management

Principle 2

Governance, resources and incentives
Signatories’ governance, resources and incentives support stewardship.

Key highlights
	Responsible investing approach overseen
by our Global Investment Committee
	21 members in our Responsible Investment
team (RI team) supporting stewardship
across the business.
Plans to grow our resource in 2021.

Activity
Resourcing our stewardship activities
The RI team plays a central role in stewardship:
• Undertakes stewardship activities, including
engagement and voting, in alignment with agreed policies
and client priorities
• Carries out ESG research and screening
• Supports the investment teams with ESG integration
• Engages with regulators on key public policy issues

Our overarching responsible investment approach
includes a commitment to:
• Integrating analysis of relevant ESG issues and
opportunities into investment processes
• Engaging in dialogue with companies and other
entities on significant matters related to ESG issues
and opportunities, so as to reduce risk, improve
performance, encourage best practice and underpin
long-term financial, social and environmental
value creation
• Engaging with regulators on public policy
development
• Voting across global holdings to promote best
practice in corporate governance and ESG practice
more broadly
• Taking a transparent approach towards our
stewardship activities, both to clients and the
wider public

Stewardship Report 2020

During 2020, the RI team comprised 21 stewardship experts
working closely with portfolio managers to deliver on our stated
commitments to integrate analysis of relevant ESG issues and
opportunities into investment processes and to undertake
effective stewardship.
The RI team acts as an ESG hub within the organisation and its
primary focus is on engagement, ESG analysis, screening and
proxy voting.
We leverage the range of professional backgrounds, an
average of 13 years relevant industry experience, 10
nationalities and 8 languages to strengthen the effectiveness
of our company engagement by enhancing our understanding
of the context and environment in which the companies operate
and the challenges they face.
Regular training is provided to all investment teams on the
analysis of ESG topics. Training is recorded and can be accessed
through the intranet on an ongoing basis.
The Co-Heads of the RI team report to the Global Chief
Investment Officer of BMO GAM.
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Resourcing our stewardship activities
A leading voice in a vital conversation

21 members

in our Responsible Investment team

35+ years of investing responsibly
20+ years

Co-heads
Alice Evans
Managing Director,
Co-Head of Responsible Investment

Claudia Wearmouth
Managing Director,
Co-Head of Responsible Investment

of driving positive change through ESG engagement

275+ combined years of experience
A+ Rated

for strategy and governance, and ESG incorporation
and active ownership in listed equities by UN Principles
for Responsible Investment

In 2021 we plan to grow our team further by hiring a
Head of ESG Integration and a Data Scientist to further
support our efforts in ESG integration and review the
need for additional ESG data, among other new roles.
This will help enhance our stewardship effectiveness by
devoting additional resource to improving information
sharing systems between the RI team and investment
teams and further developing ESG integration across
asset classes beyond equities.

BMO Global Asset Management, as at 31 December 2020.
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Responsible investment: governance

BMO GAM – Executive Committee
Annual approval of public documents: Responsible Investment Approach, Corporate
Governance Guidelines (CGG), Conflicts of Interest Policy

Global Investment Committee
Review changes to and provide recommendations for adoption by Executive Committee
of CGG and other policy documentation

Responsible Investment team

Investment teams

Undertakes stewardship activities, including
engagement and voting, in alignment with
agreed policies and client priorities. Carries
out ESG research and screening. Supports
the investment teams with ESG integration

Integrate ESG considerations into their
investment research, stewardship and
decision-making – supported by the
Responsible Investment team

Proxy
Working Group
Regional
representatives
(Canada, US,
EMEA) that
provide an
internal escalation
mechanism for
the RI team.
Draft & approve
global CGG for
investment across
BMO GAM

Responsible
Investment
Advisory
Council
3rd party advisory
body – help
maintain the
integrity of
the standards
by which the
Responsible
funds are run

Product
team

ESG Products

Assesses
evolution of the
product range in
line with BMO
GAM’s global
strategy

BMO Global Asset Management, as at 31 December 2020.
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The governance and oversight of our stewardship activities
reflect the global nature of our organisation and our aspiration
to act in a harmonised manner through our voting and
engagement across our regulated entities. We believe that this
approach best supports our purpose to Boldly Grow the Good in
Business and in Life.
The RI team reports to the Global Chief Investment Officer
(CIO) of BMO GAM. The Global CIO chairs the Global Investment
Committee (GIC), whose members include the CIO North
America and other senior investment representatives from
across BMO GAM representing our respective regulated entities.
The GIC provides oversight of BMO GAM’s investment
management on behalf of the BMO GAM Executive Committee.
This includes monitoring and evaluating investment
performance, as well as coordinating and aligning investment
policies & strategies.
The GIC is also responsible for reviewing and approving all
updates to our stewardship approach and related policies1.
Links to these documents are available in Principle 6.
The GIC also provides a senior forum for escalation for
stewardship:
• For example to review problematic cases with companies
in our investment holdings with our investment managers
and analysts.
• With respect to the RI team’s stewardship activities, the
oversight of the GIC ensures the RI team is challenged
to provide very clear rationale for any stewardship policy
changes to ensure that the implementation will be
practical and effective.
In addition, we have set up a Proxy Working Group (PWG)
which includes senior investment management representatives
from the different regions where BMO GAM operates, and is
overseen by the GIC. The PWG provides an internal escalation
mechanism for the RI team, whereby the RI team seeks
input on certain shareholder meetings, including highprofile votes and emerging voting topics, as well as initial
sign-off for co-filing of shareholder resolutions. Our robust
governance of voting supports stewardship outcomes, ensuring
that engagement dialogue can be ultimately reinforced by
voting activity.

Outcome
• During 2020, the GIC approved revisions to our Corporate
Governance Guidelines for expanding our systematic approach
to voting against director elections and management
resolutions on companies we consider laggards from a climate
change perspective. We voted against 92 management
resolutions where companies did not meet our expectations,
in addition to continuing to engage on this key issue.
• The GIC also approved our new expectation statements
for environmental and social practices [see Principle 5]
of investee companies, published for the first time as a
reference point for our engagement dialogue. 31% of our
engagement activity in 2020 was linked to environmental
issues and 43% to social issues, and we recorded over 100
incidences of positive change in company behaviour related
to our engagement objectives.
• In 2020, in addition to opining on multiple vote decisions
which the RI team escalated to the PWG, the PWG supported
the co-filing of shareholder resolutions, as an ultimate
escalation mechanism for companies that were unresponsive
to our engagement. [See Principle 11]

During 2020, the PWG and GIC reviewed and approved
three initiatives to co-file shareholder resolutions,
including at Tyson Foods – see Principle 11 for details.

Oversight of our Responsible funds
Our Responsible Investment Advisory Council helps us
maintain the integrity of the standards by which our
Responsible range of funds are run, providing advice on
ethical and sustainability criteria, as well as stewardship
priorities and strategy. Their expertise also helps
inform our approach to broader responsible investment
issues and engagement focus. The Council consists
of five external sustainability experts and an internal
member. The five experts are leaders in their fields and
bring international experience across stewardship and
responsible investment, as well as environmental, social
and ethical issues.

Use of data and voting providers [further detail is set

out under Principle 8]

1

T hese policies do not apply to Pyrford International Limited, BMO Global Asset
Management Portugal S.A., and BMO Global Asset Management REIT Property
Asset Management plc.
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Our approach to ESG integration is tailored by investment
strategy and asset class, taking into account the investment
guidelines and any legal or regulatory restrictions on ESG
integration that apply to particular investment portfolios. To
assist investment teams with identifying ESG risks in their
portfolios and identifying stewardship priorities, we have

BMO Global Asset Management

developed a proprietary ESG integration toolkit, which uses
MSCI ESG and ISS Quality Score data as input. The RI team
further uses sources such as RepRisk and CDP to assess
issuer performance on ESG issues.
We also analyse our aggregated investment holdings
(equity and corporate bonds) list against the United
Nations Global Compact (UNGC) Principles and also look
at whether investee companies are in breach of norms
set by the International Labour Organisation (ILO) and
the Universal Declaration of Human Rights, with related
research provided by MSCI ESG on a quarterly basis.
The MSCI ESG and norms-related controversies service
provides timely and consistent assessments of ESG
controversies involving publicly traded companies and
fixed income issuers. Companies which are in breach of
one or more of the principles are analysed by our RI team
on a quarterly basis to determine whether to initiate
and/or continue engagement on the highlighted issues.
To ensure the effectiveness of our stewardship
activities, we systematically record engagement activity
and outcomes relative to objectives, enabling us to
comprehensively report on our activities to clients and to
the public (e.g. in this report).
In proxy voting, we use Institutional Shareholder
Services (ISS) for global proxy voting research and
vote execution services. In addition, we are using the
Investment Association’s Institutional Voting Information
Service (IVIS) for supplementary research on FTSE AllShare companies.
We use an internal prioritisation model to identify holdings
which are additionally reviewed and voted manually by
the RI team’s eight voting specialists. We discuss key
votes with fund managers ahead of the meeting.
These discussions are most intensive where we intend
to vote against management proposals for holdings
in our actively managed fundamental portfolios.
While individual fund managers are able to vote their
positions differently to the direction taken for other
funds, this is a rare occurrence, with most meetings
voted in the same direction (except where applying clientspecific policies).

Our voting internal prioritisation model uses a systemic riskbased approach to achieve high quality voting while delivering
comprehensive coverage of a wide portfolio of stocks. ISS
assists us with delivering voting on the more simple, routine
votes through the careful and consistent application of our
detailed in-house corporate governance guidelines voting
policies. The governance specialists within the RI then
manually review and vote on the more complex or sensitive
cases which constitute approximately 20% of meetings voted.
We review and monitor ISS service provision on a regular basis
through both formal scheduled quarterly meetings, as well
as ad hoc communication where needed. The meetings cover
topics including account set up, vote execution, vote audit,
custom policy application, and conflicts of interest, among
others. Any issues are raised immediately with clear timelines
for remediation. We actively participate in ISS’s annual policy
review process aiming to promote approaches that support our
stewardship activities.
We also subscribe to Proxy Insight which provides data on
vote results at shareholder meetings globally. We use this
data, for example, to help us identify significant votes against
management and market trends which are included in
engagement projects.

Incentivisation
For RI team members involved in voting and engagement
activities, company analysis and ESG screening, remuneration
is linked to the quality of these activities. This is assessed on
an ongoing basis by senior team members and more formally
at year-end. Key performance indicators include: engagement
and voting-related metrics; the identification of investmentrelevant ESG issues that feed into our active fund managers’
analysis; and success in positively influencing the ESG activities
of individual companies.
To pursue outcomes we engage with companies in a targeted
and meaningful manner on issues that are material from a
stewardship perspective. We take into account the following:
• That outcomes of our engagement activities may not
become evident for several months or years
• That different types of engagement activities may be
appropriate and relevant under different circumstances
(e.g. outreach letters to companies on increased reporting
expectations v. multi-year intensive engagement on
one topic)
• That there should not be perverse incentives for “easy wins”
in terms of engagement to outcomes

Our Responsible Investment team acts as
an ESG hub within the organisation and has
its primary focus ESG analysis, engagement,
screening and proxy voting.

Stewardship Report 2020

The Group has integrated ESG Risk into its investment decision
making processes as part of its approach to ensuring sound
risk management and in order to meet applicable regulatory
requirements. This Policy is consistent with this approach by
ensuring that the Group’s approach to remuneration does not
encourage excessive risk-taking with respect to Sustainability
Risks and is linked to risk-adjusted performance.
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Workplace diversity
As an organisation, our parent company BMO Financial
Group is committed to building a more just society –
especially for groups facing systemic barriers, including
Black, Indigenous, and other people of colour. As part of
our purpose to boldly grow the good, BMO’s Zero Barriers
to Inclusion 2025 is a multi-year strategy focused on
providing access to opportunities and enabling growth
both inside and outside our organisation. Within BMO,
this means ensuring our workplace is inclusive, with
zero barriers, in which employees feel they belong and
are valued, respected and heard. Removing barriers
ensures an equitable employee experience, with access to
development and career advancement for our employees.
Discover more information on the BMO website.
2020 workforce representation outcomes*:
• 41.7% gender equity in senior leadership roles in 2020
• 35.5% Minorities in senior roles (Canada) in 2020
• 20.3% People of Colour in senior roles (US) in 2020

Outcome
We believe that during the reporting period, our chosen
governance structure has been highly effective in supporting
our stewardship activities and outcomes, ensuring voting and
engagement systematically reinforce each other.
• Our centralised approach to voting and engagement
overseen and supported by the GIC has resulted in
consistent application of our stewardship policies and
approach to our global portfolios.
• This has enabled us to act with one voice when in
engaging with investee companies and when voting our
combined positions.
• Centralised oversight and escalation processes of our
proxy voting activities through the PWG and GIC has
enhanced our ability to vote in a consistent way across
portfolios, giving us greater combined leverage with
investee companies.
We continue to work towards further improving information
sharing between the RI and investment teams through
better electronic systems, and ensuring any engagement
undertaken by investment teams for information
gathering independently of RI team involvement is also
systematically recorded in the centralised database.

Source: BMO Financial Group, 2020 Sustainability Report and Public
Accountability Statement
*Applies to Personal and Commercial Banking, BMO Wealth Management
(which includes BMO Global Asset Management), BMO Capital Markets,
Corporate Services.
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We are also continuing to develop our platform
to enhance its functionality to record sovereign
engagements and collaborative engagements. As stated
previously, we plan to bolster our responsible investment
capability in 2021 through further hiring of an ESG Data
Scientist to support these developments, amongst other
new hires in our RI team.

BMO Global Asset Management

Principle 3

Conflicts of interest
Signatories manage conflicts of interest to put the best interests of clients and beneficiaries first.

Key highlights
	Effective Conflicts of Interest Policy for voting
and engagement activities, overseen by our
Global Investment Committee
	Where a conflict of interest arises, we work
in the best interests of our clients
	During 2020, we voted in all instances in
compliance with the policy of our proxy
advisor ISS for meetings at companies on our
conflict list

BMO GAM maintains a Conflicts of Interest Policy for our
voting and engagement activities under which all potential
and actual conflicts of interest identified are recorded. This
enables and requires the management of any conflicts
of interest and preventative measures taken in response
to them to be monitored on a regular basis to ensure
that we are still appropriately mitigating the risk to our
clients’ interests. Our Conflicts of Interest Policy specifically
relating to stewardship is available here on our website.
The GIC oversees this policy to ensure BMO GAM
effectively addresses conflicts of interest. It is committed
to safeguarding the integrity and independence of our
RI team. For more details, please see Principle 2. Our
Compliance department, as well as, where applicable,
our investment fund boards or independent review
committees, also periodically review our compliance with
this policy.
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Activity
Managing conflicts of interest in voting and
engagement
We believe that effective stewardship is critical to the health
of financial markets and contributes to long-term value
creation. Accordingly, we aim to vote at all shareholder
meetings where our clients authorise us to vote for them as
part of our portfolio management services.
We treat all our clients equally in our engagement and voting
activities. We do not alter our position due to a business
relationship that a company may have with BMO Financial
Group. Further details on how we determine how to engage
or vote, conflict or otherwise, are set out below.

How we determine how to engage or vote, conflict
or otherwise
Our RI team works alongside, but independently from, the
portfolio management teams. They support the development
of our ESG guidelines and undertake engagement activities
independently or collaboratively with investment teams, as
well as conduct proxy voting research and analysis.
Overall, we follow our publicly available Expectations for
Environmental Practices, Expectations for Social Practices and
Corporate Governance Guidelines (CGG) – collectively our ‘ESG
guidelines’ – for determining how to engage on equities and
corporate bonds, and vote the securities of companies in our
client portfolios (including the investment funds we manage).
Our guidelines set out what we expect of companies in terms
of good ESG practices. We apply them to all client portfolios
unless an institutional client instructs us otherwise.
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If an institutional client instructs us to engage or vote
differently from our standard approach, we will engage
on or vote their securities as specifically requested
and continue to follow our standard approach for our
other clients.

Potential material conflicts relating to stewardship
and how we manage them:
When we become aware of any stewardship activity, such as
engagement or voting, that presents a conflict of interest, we
must act in the best interests of our clients. Examples of such
conflicts are as follows:
Engaging or voting at a client meeting
We could engage with a company or vote at a company
meeting where the company is a client of, or has another
type of business relationship with, BMO Financial Group. We
treat all our clients equally in our engagement and voting
activities. We do not alter our position due to a business
relationship that a company may have with BMO Financial
Group.
Voting at a BMO meeting (including meetings of investment
funds Global Asset Management manages) or where BMO is
a party:
We could vote at a company meeting of Bank of Montreal,
any of its affiliates, or an investment fund BMO GAM or an
affiliate manages. We could also vote at a company meeting
relating to a corporate action (for example, a merger or
acquisition) involving the company (or any of its affiliates)
and a member of BMO Financial Group.
We manage this conflict by using ISS as our proxy voting
administrator, to auto-execute all relevant votes in accordance
with the ISS proxy voting policy. ISS executes votes without
our further guidance, except where we have specific
instructions from a client. This can result, for example, in
our votes not supporting specific resolutions at a company
meeting of Bank of Montreal.
However, for our investment funds that are subject to
Canadian securities laws that hold securities of an affiliated
investment fund, we will not vote the top fund’s holdings in
the underlying fund. We may instead arrange for investors
in the top fund to vote the securities of the underlying fund.
In light of the cost and complexity in doing so, this is not our
typical practice.
Engagement at a company or voting at a meeting
involving a BMO officer, director or employer
We could engage with or vote at a company meeting where
an officer, director or employee of BMO GAM serves on the
board of that company or is nominated for election.
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We manage this conflict by using this and other BMO policies
specifically relating to BMO employees with relationships
with companies. For example, BMO’s Code of Ethics requires
our employees to declare and disclose their outside business
interests. In cases where there is a significant conflict, we may
determine that it is inappropriate for such employees to direct
the engagement or voting of certain companies in which our
clients invest.
Where an officer, director or employee of BMO GAM is
nominated for election to the board of directors of a
company
(We manage this conflict the same way as we do for company
meetings of Bank of Montreal)
We use ISS to auto-execute the vote in accordance with our
standing voting directions without our further guidance. Please
see the discussion above under ‘Voting at a BMO Meeting’ for
more details.
Engagement or voting to favour one client over another
We could engage with a company or vote on a matter at a
company meeting with a potential outcome that would favour
one of our clients over another.
We manage this conflict by treating all clients equally in our
active ownership activities. Unless an institutional client
instructs us otherwise, we apply our ESG guidelines to all client
portfolios in a manner that considers our clients’ respective
investment objectives and best interests. This could result
in our acting on a matter the same way or differently for
different clients.
Voting to favour one portfolio manager over another
We could vote at a company meeting where different BMO
GAM portfolio managers prefer different voting outcomes.
We manage this conflict by having an internal consultation
process where portfolio managers can advocate for their views
through our Proxy Working Group (PWG) which is overseen by
our Global Investment Committee. This internal consultation
process allows divergent views to be considered, whilst
upholding the best interest of our clients. More details of our
governance structure can be found in Principle 2.

Other conflict management tools in stewardship
Compliance and Data Protection Systems
We have strict firewalls to keep client holdings data
confidential and protected at all times, separating information
on the holdings of clients with managed portfolios from that of
our clients who subscribe only to our reo® services.
We also have access restrictions to ensure that members
of BMO Financial Group who are not part of BMO GAM’s
active ownership process cannot access client holdings data
other than to ensure enterprise compliance with regulatory
shareholder disclosure obligations.
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We recognise conflicts of interest
may arise in our investment
activities. We seek to identify,
prevent and/or manage conflicts to
serve our clients’ best interests.

Transparency and disclosure
We seek to uphold high standards in transparency and disclosure
to enable clients and broader stakeholders to review our
effectiveness in managing conflicts.
Our regular reporting to clients includes both our public vote
record and our annual responsible investment review on BMO
GAM’s active ownership activities with companies and public
policy makers, in addition to confidential client-specific reporting
on a more frequent basis.

investment funds. We managed this conflict by continuing to
maintain a register of those AGMs and implementing a process
whereby the RI team is precluded from altering the automated
vote instruction.
Voting at meetings of investment funds BMO GAM manages
 uring 2020, we voted in all instances in line with the
D
recommendations of our proxy voting provider ISS at meetings at
companies on our conflict list.
	Voting to favour one portfolio manager over another

Outcome
Addressing a potential conflict of interest in 2020
Voting at a BMO meeting
A key potential conflict of interest related to our voting at
the AGM of Bank of Montreal and at the AGMs of our listed

Stewardship Report 2020

At the Exxon Mobil Corporation 2020 AGM, we withheld support
from all of the incumbent non-executive board directors to
express our dissatisfaction with the company’s response to
climate change which was behind that of its peers and the lack
of sufficient board oversight. Via the PWG, one fund manager
considered that this approach was not in the best interest of
their underlying clients at that time. While we supported the
elections of the non-executive board directors for this fund,
we followed our approach to withhold for all other funds and
client portfolios.
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Principle 4

Promoting well-functioning markets
Signatories identify and respond to market-wide and systemic risks to promote a well-functioning
financial system.

Key highlights
	Climate change was our overriding
engagement priority in 2020
	We play an active role in public policy
development
	We are actively involved in over 20 industry
collaborations

Example:
Climate change and the net zero transition
Climate change poses a major threat to a wellfunctioning financial system. We believe that investors
should play a central role in tackling the climate crisis,
and we are committed to playing our part. We therefore
made it our top engagement priority for 2020. At the
end of the year, we adopted a net zero ambition for
our investment portfolios, as a founding signatory to
the Net Zero Asset Managers Alliance. During 2021
we will build partnerships both with our asset-owner
clients and, through continuing engagement, with the
companies we and our clients invest in, in order to
achieve this goal.
In 2020 we further strengthened our approach to voting
by developing a voting policy aimed at encouraging the
transition to a low-carbon economy – see Principle 12
for more details.

Activity
We structure our stewardship programme around seven high
level themes that we consider material to the creation and
protection of long-term financial, social and environmental
value (detailed in Principle 9). Each year we plan engagement
priorities within those themes across sectors and regions,
addressing market-wide systemic risk inherent in climate
change, poor environmental stewardship and biodiversity loss,
human rights abuses or weak labour standards, public health
risks and weak corporate governance. We identify sectors and
companies most exposed to key issues within these themes
and engage independently or collaboratively to seek improved
management of the issue. We reinforce that dialogue with
appropriate use of voting rights.
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Public policy
Our RI team also plays an active role in public policy development through engagement with
regulators on key issues, as we believe that this ultimately helps promote well-functioning
financial markets from a stewardship perspective:

United States
Investor Stewardship
	
Issue: Proxy adviser regulation and
shareholder proposal at SEC
	Our position: Raised concerns to
SEC that proxy adviser regulation
would make their valuable work
more difficult to deliver and that
shareholder proposal rules would limit
a mechanism that has been effective
at improving ESG standards.
Outcome: We welcomed SEC
statements in 2021 that the
Commission would revisit its 2020
codification of the definition of
solicitation as encompassing proxy
voting advice.

	Our position: Reached out to the
US Department of Labor, urging it
to reconsider its proposal to amend
regulations for private pension plans
that risk limiting the ability for plan
fiduciaries to grow assets and manage
risk effectively over the long term by
preventing the incorporation of ESG
factors in investment analysis.

Environmental

Stewardship Report 2020

Social

 hareholder Rights
S
	Issue: New regulatory
requirements for proxy voting by
US private pension plans
	Our position: Wrote to the US
Department of Labor, asking it to
reconsider its proposal for new
regulatory requirements for proxy
voting by US private pension plans
that effectively discourage voting.

Investor Stewardship
	
Issue: Role of ESG funds within US
private pension plans

	Outcome: In 2021, we welcomed the
Department announcement of a non-

enforcement policy of the rules and
intentions to revisit them. The DOL
acknowledged views from a wide
variety of stakeholders, including
asset managers, that the rules
failed to adequately consider and
address the substantial evidence
submitted by public commenters
on the use of ESG considerations
in improving investment value and
long-term investment returns for
retirement investors.

 oard Diversity
B
	
Issue: NASDAQ Listing rules to
introduce diversity requirements
for board directors and improve
diversity data disclosure
	Our position: Submitted
comments to the SEC in support
of NASDAQ's proposal to
introduce diversity requirements
for board directors and improve
diversity data disclosure.

	Outcome: In 2021, we welcomed
the SEC’s approval of NASDAQ’s
proposal that would require
companies to disclose board
diversity data and appoint at least
one corporate director who selfidentifies as a woman, and one
member of an under-represented
minority or who self-identifies as
lesbian, gay, bisexual, transgender
or queer. If a company does not
have two such directors, they must
disclose why not.

Canada
Investor Stewardship
	
Issue: ESG disclosure requirements
for TSX-listed companies
Our position: Signed a private
collaborative investor letter to
TMX Group (TSX & TSX Venture
Exchange) to encourage
the adoption of robust and
comparable material ESG
disclosure by Canadian issuers.
	
Outcome: In 2021, TMX Group
published an agreement to facilitate
broader ESG reporting and data
distribution for issuers listed on
Toronto Stock Exchange and TSX
Venture Exchange.

Governance
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Investor Stewardship
		
Issue: ESG Disclosure requirements,
advancing ethnic and gender board
diversity and shareholder rights
		Our position: Joined a collaborative
investor submission to the Ontario
Capital Markets Modernization
Taskforce consultation on various
ESG issues. We encouraged
corporate reporting using the TCFD
and SASB frameworks, supported
mandatory target-setting related to
board diversity of under-represented
groups, and discouraged
implementation of policy proposals
that could negatively affect
proxy voting.

EU

from an investor perspective
through public speaking, opinion
articles and media outreach.

South Korea
		 Climate change
		Issue: Climate change and Korea’s
oversea thermal coal investments
		Our position: Signed a private
letter to the Ministry of Economy
and Finance of South Korea,
emphasising the importance of
limiting overseas thermal coal power
generation investments by stateowned companies.

Japan

		Climate Change
		
Issue: Use the COVID-19 recovery
plans to support the EU Green Deal

		 Investor Stewardship
		
Issue: Japanese Stewardship
Code consultation

		Our position: Signed an
open letter to EU leaders on a
sustainable recovery from COVID-19
and to use the recovery plans to
support the EU Green Deal.

		Our position: Responded to
Japan’s FSA as part of a public
consultation on the Japanese
Stewardship Code, emphasising
the importance of applying the
code across all asset classes.

UK
		Energy transition

Indonesia

		
Issue: UK energy transition
		Our position: Initiated and cosigned a letter to the UK electricity
regulator, Ofgem, urging it to agree
with electricity producers on the
necessary rates of return to achieve
a net-zero electricity system.

Switzerland /EU
		 Human rights
		
Issue: Mandatory human rights due
diligence
		Our position: Responded to
consultations on election campaigns

Environmental
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Social

Deforestation /
		 Human Rights
		
Issue: Indonesian omnibus
government bill weakening
protection for deforestation and
human rights
		Our position: Signed on to a
joint investor letter to
Indonesian government to
express our concerns that
incoming legislation risks
undermining long-term
sustainability by weakening
protections for the environment
and human rights.

Hong Kong
Shareholder rights
	
Issue: Corporate Weighted Voting
Rights
	Our position: Responded to a public
consultation by the Hong Kong Stock
Exchange on corporate weighted
voting rights whereby we expressed
our views that multiple voting rights
(MVR), whether held by a corporate or
an individual, are incompatible with
the principle of fair and equitable
treatment of all shareholders.
	Outcome: In late 2020, the HKSE
announced that, in view of very
diverse views and expectations
from respondents as to how the
proposed regime would operate in
practice, more time was needed
before implementing MWR. Greater
China issuers that are controlled by
corporate WVR beneficiaries (as at 30
October 2020) and primary listed on a
Qualifying Exchange would be allowed
to secondary list in Hong Kong.

Global
T ax
	
Issue: OECD/G20 BEPS (Inclusive
Framework)
	Our position: Responded to the
OECD/G20 Inclusive Framework’s
consultation on base erosion and
profit sharing. The response focused
on the various risks of aggressive
tax planning. We also requested
country-by-country reporting to be
made public.
Health and Safety
	
Issue: Enabling crew changes to
protect seafarers’ health and safety
	Our position: Signed an investor
statement to the UN Secretary
General to express support for
measures to enable critical crew
changes on sea transportation to
protect global supply chains and
seafarers’ health and safety.

Governance
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Outcomes
Collaboration with other stakeholders
While our one-on-one dialogue with companies is
essential, wider partnership and collaboration is crucial to
achieving ambitious goals. To deliver on the UN Sustainable
Development Goals – the roadmap to a more sustainable
future by 2030 – we must leverage the skills and experience
of all stakeholder groups, strengthening our collective
voice. In 2020, almost 40% of our engagement was done in
collaboration with other investors and stakeholders. Access
details of our engagement collaborations and important
industry initiatives we are a part of in Principle 10.

Thought leadership
Our RI team regularly produce thought leadership,
publicly sharing their insights and learnings from their
engagement on the key issues highlighted above, to
ultimately build industry-wide knowledge to enable us
all to better manage risks and support a well-functioning
financial system.

Covid-19
Early ESG implications of the pandemic: When the
pandemic began to unfold, we worked to understand how it
might affect the global ESG agenda.
Cybersecurity and data privacy: Covid-19 has caused us
to rely more on technology amid the mass migration to
home working. We considered the pandemic’s effect on
cybersecurity and data privacy – and how we as investors
can help.
Proxy voting: Abandoning proxy voting season in 2020
was legally not an option for most companies. Discover
what measures were taken to adapt AGMs to suite
the pandemic environment, and how we adjusted our
related engagement.
Executive pay: The severe economic impact of Covid-19
further heightened investor and public scrutiny of executive
pay levels. Discover how top UK companies adjusted
executive pay during the pandemic.
The pharmaceutical industry: Public trust in the
pharmaceutical industry has eroded in recent years. We
used research and engagement to explore how the industry
is responding to Covid-19, and whether the pandemic has
provided a chance to restore faith in pharmaceuticals.
Labour-related impacts: Labour issues are likely the
biggest corporate theme to emerge from the pandemic,
with the impact on workers not being felt evenly. Discover
how we engaged companies on their responses to
workforce issues that arose during the pandemic.
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Ocean health: Our ocean ecosystem is in crisis thanks
to human activity – a problem being exacerbated by
Covid-19 and the resultant rise of single-use plastic.
Discover these effects in detail and why we believe
momentum to clean our oceans will resume after
the pandemic.
Food production: The pandemic is having a huge
impact on global food chains. We set out our plans
to engage relevant companies to understand
their challenges and encourage them to make the
protection of worker wellbeing an immediate and
ongoing priority.

Environmental
BP sets a course for net zero: BP has committed to
become net zero carbon by 2050. Having engaged with
the company for two decades, we set out the steps we
recommend BP takes to achieve its goal.
A new life for coal power? In early 2020, Drax, the UK’s
largest power station, announced its plan to end its coal
generation by March 2021 in a bid to become carbon
negative by 2030, and transition to biomass instead.
Discover what we learned from a visit to the site, and
how sustainable this plan really is.
The meaty realities of food production: Food
production and consumption practices are depleting
natural resources at unsustainable levels and contributing
significantly to climate change. Discover our ongoing
engagement on sustainable food systems.
Coal’s uncertain future: With a growing number of
governments setting paths to net zero emissions, the
future of coal is in question. We engaged coal mining and
electric utility companies to understand how they are
managing this transition.
Climate voting 2020: With less than 12 months
until the COP26 climate negotiations, momentum is
building to curb emissions and limit global warming.
Investors have a key role to play here – discover how
we fostered climate action through proxy voting in
2020.
Sustainable banking in the ASEAN region: Discover
how we stepped up our engagement efforts with the
largest and most influential banks in the ASEAN region
to encourage them to improve the integration of
environmental and social issues into credit and other risk
management systems.
Are Indonesian companies waking up to climate
risk? Indonesia is one of the world’s biggest emitters of
greenhouse gases, driven by deforestation and land-use
change. Discover our findings from a trip in 2019 to meet
major palm oil and coal industry companies and press them
for stronger climate change strategies.
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Social
Modern slavery – engagement update: Modern slavery
legislation is progressing globally, and companies may face
material consequences if they fail to identify, address and
report on related risks. Engagement is therefore growing in
importance – discover our approach and findings.
Living wage in the retail sector: To stay in business amid
the move to online shopping, many high street retailers
have cut wages to stay afloat. This can have negative effects
in the long term – discover our engagement with retailers
to encourage a progressive, long-term approach to human
capital management.
Racial justice – the imperative for investor action: The
Black Lives Matter movement inspired global anti-racism
protests. We recognise the importance of this critical issue,
and the value diversity and equality have to our business
and those we invest in. Discover the role of investors in
addressing this issue.

2020 also saw us publish social and environmental expectations
statements, articulating best practice management of key
issues we encourage companies to work towards to manage
risks effectively.

Aligning our investments to promote a wellfunctioning financial system
BMO Financial Group became a supporter of the Task Force on
Climate-related Financial Disclosures (TCFD) in January 2018,
and this commitment covers all business entities, including
BMO GAM. BMO Financial Group publicly reports on its
environmental and social performance and targets in its
annual Sustainability Report and Public Accountability
Statement, and also publishes a Climate Report, structured
in line with the TCFD recommendations. BMO Financial Group
also reports to the Carbon Disclosure Project and in 2020
received an A-rating.
Our BMO Global Asset Management Approach to Climate
Change document uses the structure recommended by the
TCFD. Whilst it focuses on BMO GAM’s policies and practices, it
also references our parent company where relevant.

Governance
Gender diversity: Gender diversity at all levels of
an organisation is extremely valuable. Discover our
reflections on a decade of progress here, and the work
that still must be done.

Other
Antimicrobial Resistance – overcoming challenges:
AMR is a naturally occurring phenomenon being
accelerated by the misuse and overuse of antibiotics in
farming and healthcare. Discover our engagement with
food and pharmaceutical companies to ensure antibiotics
are used more responsibly.
US Responsible Investment Regulatory Update: The
US Securities and Exchange Commission raised investor
fears that it plans to rein in the growth of responsible
investment by releasing two proposed sets of regulation
amendments – discover our views.

Our thought leadership is a window on our
work and a voice to help frame the investor
response to critical ESG issues.
Alice Evans, Managing Director, Co-Head of
Responsible Investment
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Outcome
Assessing our effectiveness
Engagement is critical to our investment process and to fulfilling
our fiduciary duty as active stewards of client capital. We can
best measure our effectiveness in identifying and responding to
market-wide and systemic risks and promoting well-functioning
financial markets by assessing the success of our engagement.
In 2020, we engaged 760 companies, totalling 1,541
engagements. In this period, we recorded 343 milestones –
instances where companies made a tangible improvement in
their policies and practices in alignment with our engagement
and voting objectives. We rank these milestones as one, two
or three stars to reflect the significance of the change for the
company, the market and/or our engagement objectives. It
should be noted that the milestones recorded in 2020 may be
outcomes of engagements conducted in previous years.
We believe that better ESG reporting is key to strengthening
capital markets. This is because strong ESG standards can
lead to improved business performance and high standards of
disclosure and transparency can help mitigate some of the risk
of investing, especially in smaller companies and in countries
where public institutions and governance frameworks are
often weak. Improved disclosure allows for better analysis by
investors of risk and opportunity. We therefore encourage the
companies we engage with to improve their ESG reporting.
In 2020, we recoded 46 instances where companies
improved or committed to improving ESG disclosure in line
with our stated expectations.
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2020 saw the worst
wildfire season on
record for the state
of California.

Climate change milestone examples
JPMorgan Chase & Co
Milestone:

«««

BP PLC
Milestone:

«««

Target: 13.a

Target: 7.2

Issue: Climate Change

Issue: Climate Change

Pledged to align its activities
with the Paris Agreement

Committed to become a net-zero company by 2050

Committed to align its entire financing portfolio to the goals
of the Paris Agreement, and regularly report on progress.
As JPMorgan Chase is the largest US bank, and one with
a significant fossil fuel exposure, this commitment shows
leadership and, importantly, will help better manage portfolio
risk. We have actively encouraged the bank to improve its
overall approach to managing environmental and climate risks.

Announced a commitment to neutralise operational emissions
and the emissions from the use of its products by 2050. BP also
signalled that it will increase investments into non-fossil fuel
businesses over time. We have engaged with the company on
carbon management topics for over a decade. This commitment
can help better manage risks and opportunities related to the
energy transition.

Further details of our 2020 engagement milestones are available in Principle 9.

Stewardship Report 2020

25

Principle 5

Review and assurance
Signatories review their policies, assure their processes and assess the effectiveness
of their activities.

Key highlights
	All responsible investment policies and
processes are reviewed and – if necessary –
revised on an annual basis
	We recently published policies on
our expectations for social and
environmental practices
	In 2021, we plan to roll out systematic
voting approaches on the above topics

Activity
Our stewardship activities are supported by these policies:
• Responsible Investment Approach
• Global Corporate Governance Guidelines
• Engagement Policy
• Reo Engagement Policy
• Conflict of Interests Policy
• Our Expectations for Environmental Practices
• Climate Change Approach
• Expectations for Social Practices
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Our policy documents and expectations statements support and
inform our engagement and voting activities on behalf of our
clients. Through these policies, we aim to clearly articulate what
we expect of investee companies from an ESG perspective. We
believe that they contribute to a harmonised approach, which
leverages the full power of our voice and the vote of our global
investment portfolios.

Producing and reviewing our policies
All policies are drafted by the RI team. They are reviewed
prior to publication by Legal, Compliance, and Investment
Writing teams. The Global Investment Committee, which
includes senior representatives from all asset classes,
reviews and approves these policies prior to publication.
All policies are reviewed and – if necessary – revised on an
annual basis.
Regular training on the policies and their implementation is
provided to all investment desks. Training is recorded and
can be accessed through our intranet on an ongoing basis –
please see Principle 2.

Seeking assurance
The RI team has developed a monthly monitoring of
engagement activities, their impact and their frequency. Findings
are discussed in a bi-monthly meeting of the engagement
experts in the RI team, and if necessary results are shared with/
escalated to the team’s Co-Heads.
In addition, together with the team responsible for Investment
Mandate Control, the RI team runs a quarterly monitoring
process to ensure compliance with global ESG-linked investment
standards. Findings are escalated to affected fund managers, and
regularly reported to the relevant Regional Risk and Oversight
Committee.
Internal audit teams regularly review our stewardship processes
and data systems. Group-wide ESG policies are reviewed
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annually by the RI team and relevant Legal experts, and
approved by the Global Investment Committee.
We have controls in place to provide reasonable assurance
regarding our proxy voting arrangements. The last period
covered was 1 November 2019 – 31 October 2020. Tests were
performed by KPMG LLP and no exceptions were noted in the
Report on Internal Controls in accordance with ISAE 3402 and AAF
01/06. For the period ending 31 October 2021, we aim to include
controls regarding our RI engagement arrangements.

For 2021, we plan for our external auditor to review our
internal controls related to our engagement activities in
addition to the audit of voting activity.

Our Responsible and Sustainable funds are certified by either
FNG (for the DACH and Liechtenstein market) or by Febelfin’s
Towards Sustainability label. Each of the certification schemes
have their own audit, which confirms alignment with the
schemes’ exclusion criteria and general process development. In
addition, all our ESG-labelled funds have dedicated fund policies
and internal functions – such as the investment managers, as
well as the RI team who review compliance with the fund’s
exclusion policies and sustainable investment strategies
on a weekly or quarterly basis respectively. The monitoring
process is overseen and run by a function called Investment
Mandate Control, which ensures pre- and post-trade compliance
with policies.

Ensuring fair, balanced and understandable reporting
We have designed this report to be in line with the guidelines
set out by the Financial Reporting Council and have reviewed
peer reports and industry best practice. We recognise that
practices will evolve over time and are committed to continually
improving our reporting to ensure enhanced readability.
The information for this report has been sourced from multiple
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internal stakeholders in their respective areas of responsibility
to check and verify the accuracy of data as at 31 December 2020.
The content was written and edited by members of our RI team,
and the layout was created by members of our Responsible
Investment and Marketing teams. It has also been reviewed by
our internal Investment Writing team to ensure the language is
clear and consistent. It was reviewed by the co-heads of our RI
team, as well as members of the Compliance team to ensure the
information is fair, balanced and not misleading.
Our other stewardship publications, as referenced in Principle 6,
also undergo a similar production process.

Outcome
Improving our stewardship policies and processes
In 2019, we identified the need to publicly articulate the
details of our expectation of investee companies with respect
to environmental and social practices. We published the
expectations in early 2020 – please see the relevant links at the
beginning of this Principle.
In 2020, we also published our stand-alone Engagement Policy to
align with the Shareholder Rights Directive II and to comply with
FCA conduct of business rules – please see the relevant link at
the beginning of this principle.
In 2021, we plan to build on the social and environmental
expectations statements by continuing to engage companies on
the issues and by rolling out systematic voting approaches on
these topics. These will be reflected in our Corporate Governance
Guidelines in early 2022.
We also plan to hire a dedicated Impact Reporting Analyst to
help drive improvements in our stewardship reporting processes
and outcomes.
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Investment
approach

Discover how we help
our clients meet their
investment goals,
while also building
a more sustainable
future for us all.

Principle 6

Client and beneficiary
needs
Signatories take account of client and
beneficiary needs and communicate the
activities and outcomes of their stewardship
and investment to them.

Key highlights
	Client surveys in 2019 informed our 2020
strategy and the refinement of our approach
	Product specialists, fund managers and
responsible investment specialists who lead
engagement meet weekly to review any
client feedback on our stewardship activities
	In 2021 we intend to launch our MyESGTM
analytics tool to further integrate ESG into
advisor-client conversations and create a
deeper understanding of individual investors’
ESG mindsets

£227bn

total assets under management

Our client base is diverse in type and geography and this is
reflected in the breadth of products and services that we offer.
Our teams are united by a clear client-driven focus that drives
the ambition to constantly re-evaluate our approach and product
offerings. It’s an ethos that means when we see new challenges
and opportunities, we’re positioned to develop genuinely
innovative solutions particularly in terms of ESG investing and
stewardship, from our long established reo® service to our
planned MyESGTM analytics tool.
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G 2 classes.
The following charts provide a breakdown
of our clients and asset
6
G
%

26 %

Institutional
Retail

£142bn
£85bn

Fixed Income
Equity
Liquidity Management
Alternatives
Multi-Asset

62%
38%

36%
32%
5%
3%
24%

Client Region

Asset Class

Institutional vs. Retail

£81bn
£73bn
£11bn
£8bn
£55bn

G2 %
6

Europe
North America
Asia (ex Japan)
Japan
Other

G2 %
6

Institutional
Retail

G2 %
6

G2 %
6

£142bn
£85bn

62%
38%

37%
40%
11%
4%
9%

Fixed Income
Equity
Liquidity Management
Alternatives
Multi-Asset

£81bn
£73bn
£11bn
£8bn
£55bn

Canada
US
Europe
Other

36%
32%
5%
3%
24%

£96bn
£32bn
£97bn
£2bn

42%
14%
43%
1%

All our active investment teams within these asset classes integrate ESG
considerations into their decision-making.
G2
6
%

Europe
North America
Asia (ex Japan)
Japan
Other

£8bn
G2 %
6

G2 %
6

total assets managed in responsible
Fixedand
Income
funds
mandates £81bn 36%
Equity
Liquidity Management
Alternatives
Multi-Asset

37%
40%
11%
4%
9%

£73bn
£11bn
£8bn
£55bn

32%
5%
3%
24%

£377bn

Canada
US
Europe
Other

£96bn
£32bn
£97bn
£2bn

£105bn

worth of assets engaged on

BMO GAM assets engaged on

42%
14%
43%
1%

£272bn

assets engaged for clients in reo®

Source: BMO Global Asset Management, as at 31 December 2020

G2 %
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Canada
US

£96bn
£32bn

42%
14%

Activity
Understanding our clients’ objectives
Our tried and tested partnership management structure,
used with many institutional clients, is aimed at providing an
investment journey that is efficient, effective and flexible. We
have a 200-strong Client Management division, supporting
clients in the UK and internationally. As part of account setup
and on-boarding, clients are assigned a dedicated Client
Director, who has overall responsibility for their partnership
with BMO GAM. The Client Director works with the client to
help understand specific investment goals, objectives and risk
tolerances, helping to develop an investment and transition
plan in conjunction with the portfolio management and
operational teams. These goals, objectives and risk tolerances
also relate to ESG and stewardship aspects.
For a specific portfolio once the mandate is set up, we
recommend an ongoing meeting schedule tailored to clients’
requirements, to discuss performance, review the portfolio
in detail, and also offer a regular forum for client feedback
and discussion. For many of our clients, ESG and stewardship
themes will form part of our ongoing discussions with our
sales teams, investment professionals and RI team.
Outcome: Client surveys such as our ESG Beliefs and
Behaviour Study in 2019 informed our 2020 strategy and
refinement of our approach, including our plans to launch an
ESG analytical tool to enable clients’ to better identify their
ESG and stewardship priorities.
In 2021 we intend to launch our MyESGTM analytics tool. The
tool was developed using proprietary research of high-networth clients, which identified four distinct ESG investor
personalities based on preferences and beliefs. The goal
of the MyESGTM campaign is to further integrate ESG into
advisor-client conversations, create a deeper understanding
of individual investors’ ESG mindsets, and address the limiting
narrative of a ‘one-size-fits-all’ approach to ESG investing. To
further drive quality conversations, we will provide advisors
additional resources including an ESG Advisor Toolkit and ESG
Discussion Guide.

spectrum into seven themes and more than 40 more granular
sub-themes. For a full breakdown of these, please see Principle 9.

A unique feature and benefit of BMO GAM is that we can
leverage our in-house reo® insights to act as one input to
gauge priority client issues and stewardship objectives.
We run a biannual client consultation process with
our reo® clients to discuss and agree shared thematic
priorities and objectives. We find these client views are
typically representative of broader industry trends and
preoccupations. Further prioritisation of engagement
is driven by an assessment of materiality across the
holdings and issues identified within the funds.
Outcome: Following client consultations in 2020, we
have identified 10 engagement projects which will be
pursued in 2021 across multiple sectors and involving
multiple companies.

Aligning our investment horizon with stewardship
Investment teams operate with a high degree of autonomy in
developing their own investment approach, which enables us
to accommodate a wide range of investment styles and offer
our clients a diverse set of strategies that invest over a range of
investment horizons. For a significant number of our fundamental
bottom-up strategies, investment teams look to invest in quality
companies and hold them over the long term, resulting in low
turnover portfolios with an investment horizon of at least 3-5
years and some securities are held in the portfolio 10 years or
more.
Our thematic stewardship projects are typically led by the RI
team and last on average 1-2 years and may evolve beyond that,
while issuer-specific engagement driven often by investment
teams as part of portfolio monitoring can have an indeterminate
length. Investment teams may engage with companies on a
range of issues over the course of their holding. Engagements are
determined based on materiality, so duration may be shortened or
prolonged depending on the materiality of the issues, position in
the strategy, or outcomes of the engagement.

Defining shared stewardship objectives

Engagement example: Tencent

Our obligations as investors do not end at the point where
an investment decision is made. We use in-depth dialogue
to encourage investee companies to improve performance
and move towards best practice in the management of ESG
issues. We believe that active management of ESG issues and
stewardship is in the best interest of our clients. Investment
teams, supported by the RI team, will determine materiality
and prioritisation of engagement based on a number of
factors described in Principle 9.

Tencent provides internet and mobile value-added services (VAS),
online advertising, online gaming, and e-commerce transactions.
27% of Tencent’s company revenue is positively linked to SDG 8.2,
helping its customers achieve higher levels of productivity through
diversification, technological upgrading and innovation.

Our engagement encompasses a broad spectrum of ESG issues,
covering companies across sectors and geographies. Our global
engagement programme led by our RI team structures this broad
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Our Emerging Market team LGM have held Tencent in the BMO
Responsible Global Emerging Markets Strategy since 2010
and, together with the RI team, have engaged with them
on a number of ESG issues, including board composition and
effectiveness, carbon emissions and data privacy and security.
Engagement remains ongoing key milestones achieved to-date
are noted below:
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Engagement
Initiated
engagement.
Key ask was to
improve carbon
emissions
management and
reporting.

2008
Milestones
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Expanded
engagement to
include antibribery and
corruption
issues.

2011

Initiated dialogue
on board
effectiveness and
independence.

2015

Initiated dialogue on data
privacy and security
issues.
C ontinued our
engagement on board
effectiveness.

2016

2017
 eveloped and
D
published an
anti-fraud and
whistleblowing
policy that calls for
zero tolerance in
relation to corrupt or
fraudulent activities.

BMO Global Asset Management

The downtown
district of
Shenzhen, China,
where Tencent is
head quartered

C ontinued engagement on
data privacy and security.

Continued
engagement on
board composition
and effectiveness.

C ontinued our dialogue on
board composition.
 e-initiated engagement
R
on environmental
management issues; carbon
emissions, energy and water
efficiency.

2018
Improvements
in data privacy
and security
management
systems.

2019
Assigned
responsibility for ESG
oversight to the
board.
 ew independent
N
director appointed.

2020

2021 Targets:
	Initiate dialogue on
board diversity, external
auditor tenure, product
quality and safety and
Net Zero targets

2021

Improved disclosure
on the data privacy
of users.
 esponded to the
R
CDP climate change
questionnaire

 evamped approach
R
to IT security.
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Client communication
To inform our clients and the broader public about our
stewardship efforts and their outcomes, we publish a wealth
of reports and policy frameworks. The most important ones
are listed below.

and social issues. These papers will be reviewed and agreed
annually and communicated with clients. We will also in the
future publish our UK Stewardship Code report annually on
our website.

In 2020 we added two important new documents which
set out our views and expectations around environmental

Publication name

Content

Frequency

Availability

Annual RI Review

Outlining BMO GAM’s stewardship activities across
engagement and proxy voting for the previous full year

Annually

View it on our website

Quarterly
Stewardship Report

Outlining BMO GAM’s stewardship activities across
engagement and proxy voting for the previous quarter

Quarterly

View it on our website

ESG Viewpoints

Thematic, sectoral or regional ESG research and analysis
papers, with reference to engagement and voting
efforts

At least 1/month

Web links in Principle 4

ESG Viewpoints
client confidential

Thematic, sectoral or regional ESG research and analysis
papers, with reference to engagement and voting
efforts – client-specific company reports included

At least 1/quarter

For reo® clients only (pdf)

reo® client portal

Database for engagement activities for reo® clients

Daily

For reo® clients only (webbased platform)

Proxy voting
platform

Database for proxy voting efforts

Daily

Access it here

Responsible
Investment
Approach

Defining and detailing our approach to responsible
investment

Annually

View it on our website

Climate Change
Approach

Outline of our climate-related investment approach
(TCFD statement)

Annually

View it on our website

Corporate
Governance
Guidelines

Our philosophy and approach to corporate governance
and the exercise of voting rights

Annually

View it on our website

Expectations on
Social Practices

Statement outlining social expectations from investee
companies

Annually

View it on our website

Expectations on
Environmental
Practices

Statement outlining environmental expectations from
investee companies

Annually

View it on our website

Engagement Policy

Our policy for how we prioritise, conduct, track, escalate
and report engagement activities

Annually

View it on our website

reo® Engagement
Policy

Our policy for how we prioritise, conduct, track, escalate
and report engagement activities for reo® clients

Annually

View it on our website

Sustainability Risk
Policy

Our approach to integrating sustainability risks into our
investment processes, including stewardship activities

Annually

View it on our website

Conflict of Interest –
Active Ownership

Our policy for how we approach potential conflicts
between our interests and those or of our clients, or
between two or more clients, in equity proxy voting
and engagement activity across all asset classes.

Annually

View it on our website

Exclusions Policy
– Controversial
Weapons

Our policy for weapons-related investment exclusions

Annually

View it on our website
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Publication name

Content

Frequency

Availability

Fund-level
investment policies

• Responsible Investment Summary Criteria

Annually

View the Summary Criteria on
our website

• Sustainable Investment policies for:
• BMO Sustainable Opportunities Global Equity Fund

Web links for fund policies:

• BMO Sustainable Opportunities European Equity Fund

BMO Sustainable Opportunities
Global Equity Fund

• BMO SDG Engagement Global Equity Fund
• BMO Sustainable Multi-Asset Income Fund

BMO Sustainable Opportunities
European Equity Fund

• BMO Sustainable Universal MAP Growth Fund
• BMO Sustainable Universal MAP Cautious Fund

BMO SDG Engagement Global
Equity Fund

• BMO Sustainable Universal MAP Balanced Fund

BMO Sustainable Multi-Asset
Income Fund
BMO Sustainable Universal
MAP Growth Fund
BMO Sustainable Universal
MAP Cautious Fund
BMO Sustainable Universal
MAP Balanced Fund
Fund-level impact
reports

Annual reports showing stewardship efforts on fund
level, for:

Annually

• BMO Responsible Global Equity Strategy

BMO Responsible Global Equity
Strategy
BMO Responsible Global
Emerging Markets Strategy

• BMO Responsible Global Emerging Markets Strategy
• BMO Sustainable Opportunities Global Equity
Strategy

BMO Sustainable Opportunities
Global Equity Strategy

• BMO Sustainable Opportunities European Equity
Strategy

BMO Sustainable Opportunities
European Equity Strategy

• BMO SDG Engagement Global Equity Strategy
• BMO Responsible UK Equity Strategy

BMO SDG Engagement Global
Equity Strategy

• BMO Responsible UK Income Strategy
• BMO Responsible Sterling Corporate Bond Strategy

BMO Responsible UK Equity
Strategy

• BMO Responsible Euro Corporate Bond Strategy
• BMO Sustainable Universal MAP range

BMO Responsible UK Income
Strategy

• BMO Green Bond Strategy

BMO Responsible Sterling
Corporate Bond Strategy
BMO Responsible Euro
Corporate Bond Strategy
BMO Sustainable Universal
MAP range
BMO Green Bond Strategy
Fund-level
factsheets

Stewardship Report 2020

Fund level updates including engagement efforts for
selected “sustainable” funds

1/month or
quarter

For fund clients only
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The quality of our reporting allows us
to demonstrate our commitment to
responsible investing, by illustrating the
real-world impact of our investment
decisions and active ownership
activities.
Claudia Wearmouth, Managing Director and CoHead of Responsible Investment

Palm oil plantation by the
sea in Papua New Guinea.

Evaluating Progress and Effectiveness
We evaluate our engagement and related progress on
a quarterly basis, and report back accordingly to clients.
The reporting occurs on a group-level in our quarterly
stewardship reports, on fund-specific levels or for our reo®
clients in dedicated, confidential client reports.
We also evaluate the whole engagement programme, as
well as our proxy voting, on an annual basis.
We report back to clients through various channels,
including 1:1 meetings, group meetings, publications, and
client-specific reporting. Feedback is received either directly,
or as part of regular consultations, and incorporated when
deemed material.
Outcome: A group of product specialists, fund managers
and engagers meet weekly to review any client feedback,
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market trends or notable issues to communicate to clients.
The minutes of these meetings are also recorded and
circulated. In 2020 there were no notable structural changes
to our stewardship programme arising from client feedback
that was captured outside of the formal client consultations
to inform the strategy.
Additional studies such as our ESG Beliefs and Behaviours
Survey also complement our internal review of the
effectiveness of our product and solutions. While the
outcome of the survey did not have a direct outcome on our
stewardship programme, it allowed us to better understand
our clients’ motivations and how this may impact their
stewardship and fund preferences.
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Principle 7

Stewardship, investment and ESG integration
Signatories systematically integrate stewardship and investment, including material environmental,
social and governance issues, and climate change, to fulfil their responsibilities.

Key highlights
	Tailored approach to integration of
stewardship and ESG by investment strategy
and asset class, which is fund manager led
	Our RI team have an ESG integration toolkit
to support investment teams
	Engagement is undertaken by both our
investment and RI teams, often working
collaboratively

Stewardship and ESG Integration at BMO GAM
ESG integration is the consideration of financially material ESG
issues in the course of investment analysis and decision-making,
with a view to gaining a more comprehensive understanding of
risks and long-term opportunities.
Our approach to the integration of ESG information is fund
manager led. Each investment team is responsible for the
integration of ESG considerations into their investment research
and decision-making in a way that is most meaningful to their
asset class and investment strategy. Materiality of ESG issues
is assessed based on an assessment of a variety of factors
including the specific business or issuer circumstances, whether
the ESG factors are a source of value or risk, the geographies
and regulatory environments in which they operate in, and the
outcomes positive and negatively they may have on society and
the environment.
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To identify key ESG issues and assess their financial materiality,
analysts and portfolio managers access a range of ESG data and
research, including both third-party and proprietary information,
as well as support provided by the 21-strong RI team. ESG
research and analysis is clearly evidenced in fundamental
research.
We also work actively with companies through our corporate
engagement and proxy voting programme to encourage better
management of key ESG issues post investment.
In addition to investment team led engagements, which informs
investment research and portfolio positioning, our investment
teams access the engagement and related research that is led
by the RI team. These engagements are documented in a central
platform that allows all teams to review insights, milestones and
actions as they relate to a particular issuer.

Activity
ESG integration ‘toolkit’
We have developed a range of resources to support ESG
integration by investment teams. These tools are also leveraged
to prioritise and inform stewardship activities.
In addition to our in-house research, we utilise external data
providers to support our ESG research, portfolio monitoring and
as an input to our stewardship prioritisation. We prefer to utilise
the raw data provided by these vendors and to structure this
into tools which best support our ESG and stewardship insights.
We keep data providers under review in order to ensure we
are selecting the highest quality data source for each specific
component of the score. For more information on our vendors
please see Principle 8.
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ESG integration is
hardwired into our approach
The RI team ESG integration toolkit to assist investment teams
Input

Overview

ESG risk tool

• Covers 6,500 + global companies
• Companies are assigned an internal ESG rating based on underlying MSCI ESG data
cleaned, enhanced and re-weighted by RI team
• Red flags for very poor ESG performance or association with severe controversies

ESG portfolio analytics reports

• Overall ESG portfolio performance vs. benchmark
• Analysis of best and poorest ESG scores in portfolio
• Carbon footprint analysis
• Detailed engagement & voting histories

ESG industry reports

• Highlight and discuss the most relevant ESG related risks and opportunities by
industry
• Articulation of best practice
• Key ESG questions for investment teams to ask company management

SDG Revenue tool

• Leverages Factset RBICS Revenue data which covers 45,000 companies
• Company revenue is mapped as positive, negative or neutral in contributing to 179
SDG targets

ESG seminars

• RI team hosts monthly seminars for all portfolio managers and analysts
• Sessions provide insight and debate around treatment of key ESG topics in
investment analysis

Viewpoints

• RI team publishes opinion, research and feedback on company engagement in
the form of Viewpoint documents
• Publicly available on the website

Engagement and voting

• RI team leads a centrally planned and executed engagement and proxy voting
programme which is systematically reported on
• Portfolio managers and analysts are supported to conduct further company
engagement at the portfolio level as appropriate
• Proxy voting in line with in-house corporate governance guidelines and/or in
conversation with individual portfolio managers

“We believe that the engrained collaboration between the Global Equities and Responsible
Investment teams makes the engagement we conduct broader and more relevant to the
Sustainable Development Goals.”
Laura Wood, Senior Associate, Analyst, Global Equities
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Nuances in Stewardship
We recognise that ESG integration and stewardship activities
must be appropriate to the specific asset class and investment
strategy and may be influenced by factors such as the type of
issuer in which we are invested, the level of ownership and
influence that we have, and the duration of our holding.
We do not consider all issuer interactions as engagements.
However, we believe in active dialogue and regular meetings

between issuers and investment teams as being value additive
and important for our active management approach.
The approach of each of our funds can be characterised within
our ‘Avoid; Invest; Improve’ framework, which defines what
(if anything) is excluded from the investable universe; what
approach is taken to ESG integration in security selection; and what
engagement and voting activities take place post investment.

Avoid

Invest

Improve

Certain industries or securities
excluded from the investible
universe based on products
and services or business
conduct.

Proactive selection of
securities for their favourable
ESG profile or positive
contribution to society and
the environment.

Active ownership activities
conducted post investment
to drive positive change in
the management of ESG
issues.

In selecting engagement priorities and designing our
engagement strategy, we are driven by whether engagement
is in our clients’ best interests. For many of our clients, their
long-term liabilities are multi-decade in nature and can be
impacted by the health of the economy and society as a
whole. As fiduciaries, we therefore should also endeavour to
enhance markets and business practices to create a more robust
investment ecosystem for our clients.
We employ a range of issuer dialogue and engagement styles
suited to the ESG integration approach of each asset class.
	
Listed Equity: For direct investment in shares of publicly
listed companies, tailored to each teams’ own investment
process, material ESG risks and opportunities are identified,
and reviewed, and their investment implications are
integrated into investment research and subsequent security
selection decisions.
	As equity holders, our teams regularly meet with companies,
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vote their shares in line with the BMO voting policy and will
also engage directly and in conjunction with the RI team
where material issues arise in the portfolio.
	For passive strategies that seek to replicate index returns, ESG
risks are not considered but are covered by our engagement
and voting approach. Within our factor strategies, the ESG and
carbon profile of the portfolio is actively managed.
	
Corporate debt: As credit investors, we assess the impact
ESG issues have on the ability and willingness of an issuer to
service and repay its debt. As such, ESG is an integral part of
our proprietary credit scoring methodology. Analysts assign
a credit-specific ESG score of between -2 and +2 based on
their view of how a company’s ESG profile impacts its overall
credit profile (0 being neutral). The ESG score combines the
rigour of our credit scoring process with proprietary input
from our RI team’s risk analysis framework. In addition, we
assign a future credit score. A commitment by the company
to improve the environmental, social or governance profile,
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perhaps as a result of engagement, can lead to a higher
future ESG credit score. This final score is used in our
assessment of relative value.
	Our experience is that bond holders can engage
effectively with companies, due to the frequency of bond
issuance. The desire for these issues to be successful,
we have found, is a strong reason for bond issuers to
accept engagement meetings and to discuss ESG issues.
Moreover, the impressive growth of the Green, Social
and Sustainability bond issuances has further improved
investor access to traditional bond-only issuers and, as a
result, they have added ESG to their agenda.
	
Sovereign debt: Sovereign fixed income analysts will
seek to identify a country’s exposure to and management
of ESG risks to assess how these might impact its ability
and/or willingness to repay outstanding debt and,
ultimately, the long-term sustainability of its economy.
Factors such as corruption, institutional strength, social
indicators and management of natural resources and
climate change will be considered. The ESG analysis
is reviewed as part of our dynamic government bond
investment process, evaluating ESG risks relative to credit
rating and spread levels.
	We recognise that investors are not owners of countries,
and political leaders are responsible to their constituents.
However, we recognise the positive role that investor
engagement with government bodies and through public
policy consultation can have. We therefore will engage
with sovereigns where appropriate and may elect to do
this in a collaborative forum to strengthen our voice.
	
Real estate: BMO Real Estate Partners (BMO REP) has
a sustainability team that has developed a Responsible
Property Investment Framework and appraisal
methodology to capture and integrate ESG risks and
opportunities into the individual business plan for each
directly held property asset. In addition, real estate
portfolio managers engage external specialist consultants
to consider sustainability risks and opportunities as part
of acquisition due diligence. This enables BMO REP to
manage asset risk, protect income yields and support
long term returns produced by real estate assets.
	
Private Equity: The identification of material ESG risks
forms part of our private equity investment process,
helping us to manage risk and support long-term returns.
Within the private equity space, we find that we are able
to have direct influence on the assets in which we invest.
In encouraging managers to move towards best practice
in managing ESG issues, we refer to international codes
and standards where relevant.

Case Study: Clicks Group

Engagement Objectives
Our Emerging Market Equity team engaged with Clicks
Group, a South African pharmacy chain, over the course
of H2 2020 after the company faced a significant public
backlash surrounding a racially insensitive advert put up
by a vendor on Clicks’ website. Pharmacy retailers are
susceptible to social risks and reputation damage which
can impact consumer loyalty and meaningfully impact
revenues and disrupt operations. The advert also did not
align with our beliefs and culture regarding equality and
challenging racism.
In a country like South Africa, where the legacy of
exclusion is still highly prevalent, these mistakes are
unacceptable – especially from such an influential and
trusted brand such as Clicks. This we felt could potentially
lead to significant backlash from local consumers while
we felt it also extremely important to understand if this
was an isolated incident or if there was a trend to cause
long-term worry. We made our views explicitly clear to
management and expressed our disappointment that
there was such a failure of oversight. In our interactions
we noted that brand loyalty and trust can be destroyed
very quickly and a company like Clicks had a responsibility
to be a leader in the area of inclusion.

Outcome
Management acted extremely quickly: they removed
the advert as well as all of that brand’s products from
shelves; the CEO issued a public apology; suspended
the employees that allowed the advert to be published;
and accepted the resignation of the senior executive
associated with that team. In addition, the company
made a commitment to step up efforts to collaborate
with government to support the development of local
suppliers.
We welcomed these actions yet urged the company to
ensure mistakes such as these do not happen again and,
importantly, that Clicks recognise the importance of having
the right mindset and leadership alongside a systemic
approach to drive the necessary culture change, and thus
ensure meaningful diversity and inclusion.

Investment decision
Hold. We were ultimately satisfied that the company
listened to shareholders and decided to continue holding
the position under greater scrutiny.
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Fish ponds between Hong Kong
and Shenzhen, China

Principle 8

Monitoring managers and service providers
Signatories monitor and hold to account managers and/or service providers.

Key highlights
Quarterly service provider meetings
	Independent opinion from KPMG Audit Plc
on voting activities based on AAF 01/06
Guidance
	Added the RepRisk service to the suite of
external providers

The RI team has deep relationships with its
data and research service providers.
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Activity
As an active investment manager, BMO GAM conducts
proprietary research on issuers. This is supplemented by
data and research from a variety of proxy voting and ESG
service providers. This data and research is available to
investment teams across all asset classes depending on
demand. In addition to issuer analysis, we also receive a
variety of issue-based screens and theme-specific research
reports. Screens vary widely from product-based screens
to applying the Principles of the United Nations Global
Compact. ESG data and research is used in some form across
all asset classes.
We utilise external data in proprietary ESG research
models and will use data from a range of providers in this
process. We continuously engage with new and existing
service providers to evaluate products that could enrich
our research process. An example of this during the year
was the procurement of RepRisk ESG and business-conduct
risk research.
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This table highlights our primary service providers in relation to stewardship activities:
Name of Provider

Services

Purpose of Service

EQ

FI

RE

MSCI

Screening data, research,
Data for proprietary risk
tools.

Conduct ESG research;







Screen potential and existing
holdings (examples include UNGC
screening and carbon footprint
reports);
Prioritise engagement;
Net zero analysis

Institutional
Shareholder Services
(ISS)

Voting Services and
Research

Governance research ad proxy
voting services





Institutional Voting
Information Service
(IVIS)

Proxy research (UK Only)

Shareholder meeting ESG research





RepRisk

ESG and business-conduct
risk research

ESG research



GRESB

ESG research

Real Estate focused ESG research
including net zero analysis

SustainAlytics

Screening

Controversial weapons report





Impact Cubed

Raw data

Impact data





Factset

Raw data

SDG revenue mapping





Various brokers

–

ESG research





Carbon Disclosure
Project

Net zero analysis, Voting

Analysing companies for net zero
alignment














Informing voting policy

EQ – Equities, RE – Real Estate, FI – Fixed Income

Outcome
Monitoring Proxy Voting and Research Providers
The RI team has deep relationships with its data and research
service providers. When issues arise, these are logged internally
and communicated to the service provider at the earliest
opportunity. Internal discussions are held to review the service
offerings of providers and to ensure various touch points within
BMO GAM are aware of any outstanding issues.

contractual obligations are being met. This team coordinates
internal reviews of service providers and is involved in the
procurement of new services. During 2020, the product review,
supplier due diligence, testing and subsequent onboarding of
the RepRisk service is an example of the RI and Market Data
Management teams working collaboratively.

BMO GAM has a Market Data Management team that monitors
and reviews the performance of external service providers. Every
service provider is assigned to a member of this team. It is the
team’s responsibility to ensure that our expectations and any

We utilise our Supplier Engagement Management System
to determine the appropriate risk assessment, process and
approach for BMO GAM’s suppliers. Based on the service
and supplier type of the arrangement, there are various
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characteristics and levels of oversight required for the
Supplier Manager to monitor and manage their suppliers as
part of ongoing vendor management.
Various Corporate Support Areas across BMO GAM are
leveraged for expertise in their respective operational subrisks through an Inherent Risk Questionnaire, Due Diligence,
Ongoing Due Diligence, contract controls and termination
programmes.

Proxy Service Provider – ISS
Whilst we are regularly in contact with our proxy voting
provider ISS, we also hold formal quarterly review meetings
that provide an opportunity for structured due diligence
and oversight to take place. Areas of focus in the quarterly
meetings are detailed in a formalised agenda. Discussion on
each agenda item will be based on qualitative (analyst input)
and quantitative (management reporting tools) evaluation
in addition to specified contractual service level agreements
that cover the majority of aspects of the relationship. Areas
reviewed include:
1.	Team update (including ISS client servicing, custom policy
and research teams)
2.

Ballot generation service evaluation

3.

Vote execution service evaluation

4.

Account maintenance service evaluation

5. 	Client support – account management service evaluation
6.

Client support – operations service evaluation

7.

Client reporting – service evaluation

8.

Research delivery and quality service evaluation

9.

Custom policy implementation & timing review

10. Vote usage statistics
12. AOB including new service offerings

The RI team regularly audits the votes auto-executed
under the voting policy to ensure that our voting policies
are applied properly by ISS. In addition, we undertake a
voting policy review annually, which involves significant
collaboration between research representatives from ISS
and the RI team. This provides the opportunity to ensure
that ISS is comfortable implementing any policy changes
and further guidance is provided where necessary.

Independent opinion on voting activities
We have controls in place to provide reasonable
assurance regarding our proxy voting arrangements.
The last period covered was 1 November 2019 – 31
October 2020. Tests were performed by KPMG LLP and no
exceptions were noted in the Report on Internal Controls
in accordance with ISAE 3402 and AAF 01/06. For the
period ending 31 October 2021, we aim to include controls
regarding our responsible investment engagement
arrangements.

Outcome
During 2020, no significant concerns were raised with the
service providers listed in the table above. All service level
agreements in relation to proxy voting were met. Minor
concerns relating to errors in company-specific voting research
or data were communicated and corrected in a responsive
manner. We reviewed any subsequent changes to research
to ensure the issue had been addressed. As service offerings
develop at speed in the area of sustainability, we continued to
provide input to new data sets and assess their suitability for
inclusion on our in-house risk tools.

Voting in 2020
In 2020 we voted against at least one ISS
recommendation at 6602 meetings, which represents 56%
of all meetings. This is primarily due to our robust voting
policy but also factors in the results of engagement and
fund manager views on a specific issuer.

During the year, we significantly developed our diversity
voting policies globally and this process gave the
opportunity to ensure changes were implemented
correctly. ISS’ reporting capabilities are also used to
provide daily, weekly and monthly reports on various
voting related workflows. These are distributed across
various teams within BMO GAM as an information flow
tool and to ensure implementation of voting polices is
effectively communicated.

Stewardship Report 2020
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Oil storage tank in
the port of Tsing Yi,
Hong Kong

We engage for
positive change –
discover how we do
this, and our routes
to escalation.

Engagement
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Principle 9

Engagement
Signatories engage with issuers to maintain or enhance the value of assets.

Key highlights
760 companies engaged during the year
recorded by the RI team
1 ,541 individual engagements recorded by
the RI team
343 milestones achieved

responsible investing reporting structure into headline
reporting statistics in the future.
As discussed in Principle 1, our corporate purpose
at BMO GAM is to boldly grow the good. With this
purpose in mind, we view engagement as critical to
our investment process and to fulfilling our fiduciary
duty as active stewards of capital. We believe that by
encouraging better management of ESG issues by our
investee companies, we contribute to driving positive
change for society and the environment, and better
managed companies overall will in turn help create a
more resilient global economy.
We consider ourselves pioneers of engagement,
having this year celebrated two decades of running our
investor engagement programme.

Engagement on material ESG issues is planned and
conducted centrally by the RI team; in 2020 they
conducted 1,541 total engagements. Further engagement
happens between companies and investment teams at the
desk level, with a high level of interaction with investee
companies typical in our actively managed strategies.
In 2020, our EMEA investment teams conducted 1,874
company meetings, which includes company dialogue as
well as specific engagement. The reo® programme allows
us to enhance our overall stewardship and its impact by
enabling a greater allocation of resource, and speaking
on behalf of a larger pool of assets. Our expertise within
reo® supports our portfolio managers’ and analysts’
stewardship, which will itself continue to strengthen. Our
ongoing investment in data infrastructure will enable
us to more fully integrate engagement undertaken
by investment teams on topics that fall outside the
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We define engagement as dialogue between
investors and companies, with a focus on
encouraging companies to address strategic issues
including ESG factors, with a view to reducing
risk and supporting long-term performance. This
dialogue may be implemented in many forms
including face-to-face communication, phone
calls, letters and email; may be one-to-one or
collaborative; and can involve working at all levels
of the company, from Board-level engagement, to
executives, to operational specialists. Generally,
our model is to use confidential dialogue with
a view to establishing trust and developing a
partnership with the company to achieve goals.
However, we may express our views publicly if this
dialogue is not progressing, and increasingly we find
working collaboratively with other investors aligning
around certain objectives can be effective.
In encouraging companies to move towards best
practice in the management of strategic issues
including ESG factors, we make reference to
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international codes and standards where relevant, such
as the UN Sustainable Development Goals, International
Labour Organization Core Conventions, UN Guiding Principles
on Business and Human Rights and UN Global Compact.
However, any such standards are often only a starting
point, as our engagement is highly tailored to individual
companies and to how the topics under discussion apply to
their own specific circumstances.

Whilst dialogue with companies is essential, we also recognise
that individual companies can have limited leverage over
broader market or sector-level issues. Often, government
intervention is needed to create a level playing field and achieve
meaningful results. We contribute to public policy, where we
seek to be a constructive investor voice, and to advocate policies
that raise the bar for the management of ESG risks faced by the
companies in which we invest.

Engagement in 2020

1,541

engagements

760

Environmental issues

Social issues

Governance issues

of our total engagement

of our total engagement

of our total engagement

31%

companies
engaged

343

28%

of the milestones we
achieved

milestones
achieved

Companies engaged by ESG issue

43%

26%

17%

55%

of the milestones we
achieved

of the milestones we
achieved

50 countries covered by engagement

At present this data does not include the 1,874 meetings
conducted by our investment teams other than those in
which RI team members were involved.
G2 %
6

S

E 31 %

3%
S 4 43%

E 31 %

Climate change

G2 %
6

G2 %
6
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Climate
changestewardship
Environmental
Environmental stewardship
Labour standards

Public health
Labour
standards
Business
conduct
Public
health
Human
Businessrights
conduct
Human
rights
Corporate
governance

Corporate governance

21%
21%
10%

Europe
North America
Asia (ex Japan)
Japan
Other

10%

25%
9%
25%
5%9%
4%5%

26%4%

26%

37%
40%
11%
4%
9%

G2 %
6

Europe
North America
Asia (ex Japan)
Japan
Other

37%
40%
11%
4%
9%
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Enhancing how we track investment team
engagement
Our EMEA investment teams undertook 1,874 company
meetings in 2020, which includes company dialogue as
well as specific engagement. Building a relationship with
issuers through our investment teams with regular dialogue
enables more effective engagement. We have begun to
develop additional engagement tracking to better capture
all investment team activity, but for 2020 we do not have
robust aggregated figures to report beyond our ESG figures
and high-level company meeting figures. Investment teams
led engagements across all seven of our key theme areas,
and also specifically on SDGs. Examples included engaging
with a company regarding employee safety in a region
experiencing a military coup, agreeing ESG targets and
decarbonisation plans with companies as part of strategic
planning, engagement related to supply chain monitoring of
slavery issues and supplier conduct, enhancing cybersecurity
as part of operation resilience, and managing labour and
employee welfare during the Covid-19 pandemic. Teams also
provided guidance to issuers around business strategy, capital
management and issues of investor concern.

What does good engagement look like?
Strategic – integrating ESG issues into business strategy
Bold – Backing up engagement with clear escalation
strategies and a willingness to use voting power
Comprehensive – Engaging companies across asset classes
and geographies

Activity

1

Overview of our engagement programme

We continuously seek to strengthen the feedback
loop between ESG information and knowledge
gained through engagement and our main ESG integration
databases and decision-making processes. We do this by
conducting regular cross-team meetings and presentations on
relevant strategic issues; sharing active ownership data across
platforms that is accessible to investment teams; encouraging
analysts and portfolio managers to address ESG issues in their
company meetings; and closely involving investment teams
when designing engagement programmes.
With a range of funds operating to varying ESG standards, the
degree of stewardship can and does vary significantly. As an
example, our BMO SDG Engagement Global Equity fund contains
40 to 60 carefully selected small and mid-sized companies,
with a remit to seek investment opportunities right across the
world. Alongside strict criteria around the quality and value
of a company, there must be clear opportunity for SDG-linked
engagement. We aim to invest for the long term, with low
portfolio turnover, facilitating stronger relationships with
companies which enhances the effectiveness of our dialogue.
At the other end of the stewardship intensity spectrum, our
range of ETFs track their relevant regional ESG or mainstream
benchmarks and stewardship activity is conducted by the RI
team at a less intensive level as an overlay.

Aligned – Linking engagement to frameworks for positive
change such as the Sustainable Development Goals
Collaborative – Working with other investors and
wider stakeholders

Our obligations as investors do not end at the
point where an investment decision is made.
We use in-depth dialogue to encourage
investee companies to improve performance
and move towards best practice.
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Seven themes of engagement
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Our global engagement programme
is structured around seven themes,
which are further divided into
approximately 40 sub-themes
to help our RI team
categorise the issues
identified and tag our
engagement activity for
reporting purposes.
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Learn more about our engagement themes
Climate change
Climate finance
Emissions management
Energy transition
Reliance and adaptation
We believe investors have a critical role to play
in tackling climate change and achieving the
aims of the Paris climate agreement. BMO GAM
has engaged with companies for over a decade
with the aim of preventing the unmanageable
effects of climate change. We expect
companies in climate-exposed sectors to
follow a clear trajectory of action, progressing
through basic awareness, active emissions
management, a strategic approach to climate
issues and alignment to the Paris goals.
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Environmental stewardship
Environmental finance
	Environmental supply chain management
Natural resource management
Product sustainability
Waste and recycling
Effective management of environmental
impacts goes beyond the emissions
management needed to address climate
change. Biodiversity loss, natural capital
depletion and ocean and land pollution are
issues of critical importance to address as
investors, which we do through engagement
on topics such as waste and circular economy,
resource and environmental supply chain
management and product sustainability.

BMO Global Asset Management

Human rights
Community relations
High risk areas
Human rights due diligence
We have a responsibility as investors to
ensure our holdings are effectively managing
human rights risks in their businesses. Poor
management of security and relations with
surrounding communities and business
relations with government agencies can
result in legal, operational and reputational
challenges. Two core areas of engagement
under this theme include community
relations and companies operating in high
risk areas.

Labour standards
Diversity and discrimination
Forced labour and child labour
Freedom of association
Human capital management
Occupational health and safety
Social supply chain management
Fair and equitable treatment of workers
throughout supply chains and appropriate
investment in human capital supports
long term business success. Risks of poor
treatment of the workforce can include
negative reputational consequences and
potential financial penalties. We encourage
companies, particularly in high-risk sectors,
to take steps to identify and manage modern
slavery risks, to promote and apply living
wages throughout the value chain and
contribute to a just energy transition.

Public health
Access to healthcare
Food security
Nutrition
Health security
Product quality and safety
Public health is an often overlooked issue
of relevance to investors, with wide social
and economic implications, thrown into
greater focus by the Covid-19 pandemic.
Our engagement focuses on issues of
equitable access to healthcare, nutrition,
food and health security and product quality
and safety.

Stewardship Report 2020

Business conduct
Anti-competitive practices
Bribery and corruption
Data privacy and security
Lobbying
Whistleblowing systems
Responsible marketing and sales
Tax
Access to finance
High standards of business conduct underpin
resilient business models and ongoing
social licence to operate. We expect the
companies’ boards to ensure that the
approach to business is both prudent and
sustainable, and to provide appropriate
disclosure and oversight of the main issues.
We expect companies to avoid causing or
contributing to adverse impacts, including
on issues such as bribery and corruption,
money laundering, tax transparency, data
privacy and security, marketing and sales,
and lobbying activities. We expect investee
companies to carry out risk-based due
diligence to identify, prevent and mitigate
potential adverse impacts, remediate actual
adverse impacts and account for how these
impacts are addressed.

Corporate governance
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
Good corporate governance underpins
the effective functioning of businesses
and protects the interest of all key
stakeholders. In our stewardship we focus
on core governance issues including board
independence and diversity, capital structure
and shareholder rights and executive
remuneration.
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Engagement process
	
Prioritisation: in order to identify targets or areas for
engagement, the RI team regularly monitors investee
companies on ESG issues that present the greatest threats
or opportunities to long-term investor value, as well as
emerging and consolidating governance and sustainability
trends that might affect groups of companies within a sector
or across sectors. This monitoring and research activity
significantly overlaps with our proprietary ESG monitoring
systems set up to support ESG integration practices.
	
Objective setting: setting specific engagement objectives
and tracking results is necessary to assess achievements
and determine next steps. Our RI team takes the lead in
developing objectives, in close consultation and collaboration
with investment teams to ensure robustness and consistency
of messages to companies. We aim to clearly communicate
engagement objectives, expectations and desired form of
success to companies upfront.
	
Tracking results: we log and report activity in real time in
an online engagement database. This includes engagement
activity, method of engagement, company response and
instances of change. We track both progress of engagements
(at issue-level with a company) and record cases where
we have delivered engagement success or milestones.
Our engagement and milestone entries aim to capture the
narrative around materiality and impact of the progress made
by the company. Details of our 2020 milestones are covered
later in this section.
	
Escalation: if we deem initial engagement efforts to be
unsuccessful, we will consider escalation strategies such as
contacting the board, using voting, filing a resolution, and
reducing exposure or divesting. More details on this can be
found in Principle 11.

2

Engagement activity stats

In 2020, we recorded 1,541 engagements with
760 companies, over half of which were at senior
executive or board level. Most were one-to-one interactions,
with the remainder being through collaborative initiatives
where we judged this to be the most effective way to
achieve our objectives. Our status as a global asset manager
and provider of stewardship services to third parties is a
major advantage in achieving access to companies at a senior
level. This summary data records activity undertaken centrally
by the RI team. In addition, each investment team conducted
many engagements for information and change, which
addressed business strategy in addition to sustainability,
ESG factors and other longer term themes. Meeting notes
and subsequent actions were recorded at the investment
desk level and have been used in describing some of the
outcomes in this report. We intend fully to integrate and
aggregate our engagement data during 2021, supported by
the recruitment of a data scientist in responsible investment.

Leadership level

2019

2020

Investor relations

47%

30%

Senior executives

20%

27%

Board director (s); non-executive (s)

19%

25%

Operational specialists

8%

11%

Other

6%

7%

	
Reporting: we report publicly on our active ownership
activities on an annual basis via our Responsible Investment
Review, as well as in our quarterly Stewardship Reports, such
as this Q4 2020 example.

Engaging with companies is a huge part of
what it means to be a responsible investor,
because using our influence in this way can
help drive real, positive change for people
and the planet.
Vicki Bakhshi, Director, Climate Strategist,
Responsible Investment
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Current thematic engagement projects
The following table details ongoing engagement
projects through 2020 and new projects for 2021:

Climate Change
Project Name

Industry

New for
2021

Financials and climate risk

Financials

–

Coal phase-out

Mining, Utilities

–

Climate Action 100+

Cross-sector

–

Sustainable real estate

Real Estate



Environmental Stewardship
Project Name

Industry

New for
2021

Building a sustainable food
system

Cross-sector

–

Protecting biodiversity

Cross-sector



Labour Standards and Human Rights
Project Name

Industry

New for
2021

Living wage

Cross-sector

–

Human rights and
Indigenous peoples’ rights
in the extractives sector

Energy, Materials



Project Name

Industry

New for
2021

Responsible drug pricing

Pharmaceutical

–

Antimicrobial resistance

Pharmaceutical

–

4

Meeting our clients’ engagement
preferences

For many of our clients, we are a trusted partner
in responsible investment. We are extremely active in the
market, holding thousands of meetings each year with our
clients and prospects. These regular interactions with clients
are a two-way dialogue, a forum for them to inform us of
their priorities, opportunities and challenges.
Throughout the year, we receive client communications and
conduct questionnaires, across geographies and distribution
channels on various ESG topics where we are asked to
opine and respond. Again, this helps us to understand the
stewardship topics which are most pressing. Our clients’
focus areas are then fed back into our RI team by Portfolio
Managers, Product Specialists and the Distribution function,
to inform our engagement activities.
In our engagement planning we also benefit from the
input of our independent Responsible Investment Advisory
Council, a group of experts who are leaders in their fields,
bringing international experience across responsible
investment, environmental, social and ethical issues.
We use MSCI ESG as our primary data partner to identify
potential ESG risks in our client’s portfolios. We see ESG data
as a useful ‘filter’ to highlight where ESG risks may lie over
a large number of companies, however we believe that it is
only a starting point for deeper analysis of the nature of the
risk and its materiality.

Public Health
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Outcome: 2020 milestones
Our constructive, strategic approach to engagement continues to help us achieve positive outcomes,
which we call ‘milestones’, while helping to create value for our clients, our companies and the
wider society. We record milestones where companies make tangible improvement in their policies
and practices in alignment with our engagement and voting asks. We rank these milestones as one,
two or three stars to reflect the significance of the change for the company, the market and/or our
engagement objectives.

In 2020, we recorded 343 milestones
where companies improved ESG policies and practices following our engagement

55%

21%

12%

Facebook, Inc.

JPMorgan Chase & Co

Keyence Corp

of milestones linked to
corporate governance

Milestone:

«««

of milestones linked to
climate change

Milestone:

of milestones linked to
labour standards

«««

Target: 16.6

Target: 13.a

Issue: Business Conduct

Issue: Climate Change

Milestone:

No SDG

«««

Target: No SDG target
Issue: Corporate governance

Introduced Content
Oversight Board

Pledged to align its activities
with the Paris Agreement

Improved capital
efficiency practices

Set up a board to function as an
independent body to oversee content
moderation activities and make decisions
that will be binding on the company. We
consider this will help improve Facebook’s
overall content moderation programme.
We met with the company as part of a
dedicated consultation process and made
various recommendations on how this
board should operate and be reported on.

Committed to align its entire financing
portfolio to the goals of the Paris
Agreement, and regularly report on
progress. As JPMorgan Chase is the largest
US bank, and one with a significant
fossil fuel exposure, this commitment
shows leadership and, importantly, will
help better manage portfolio risk. We
have actively encouraged the bank to
improve its overall approach to managing
environmental and climate risks.

Increased the level of dividend pay-out
per share following a share split. We
encouraged the company for several
years to improve its approach to capital
efficiency, including by returning a
higher proportion of its excess cash to
shareholders. We welcomed this change
and will continue to engage the company
to push for improvement in other areas
of governance.
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Milestones achieved by issue

E2
8%

S 17 %

	Environmental – climate-related milestones accounted for over
75% of the total number of environmental milestones we logged in
2020. Some of the world’s leading energy companies, including BP,
BHP, Glencore, Occidental Petroleum and Royal Dutch Shell, plus
regional giants such as Dominion Energy in the US and Reliance
Industries in India, announced major commitments to significantly
cut their carbon emissions, promising
to reach net zero in the
Climate Change
21%
comingStewardship
years. Influential companies
Environmental
7% in other industries, such as
made similar commitments.
LabourBarclays,
Standards Ford Motor and Tesco,
12%
Business Conduct
Public Health
	Social – the
Human Rights

%

G 55

Climate Change
Environmental Stewardship

21%
7%

Labour Standards
Business Conduct
Public Health
Human Rights

12%
2%
2%
1%

Corporate Governance

55%

Source: BMO Global Asset Management, as at 31 Dec 2020

BP PLC

	Governance – the trend towards stronger protection of
shareholders’ rights in North America continued in 2020. An
increasing number of companies in the US and Canada introduced
annual director elections and advisory votes on executive
compensation, respectively. Across the Pacific, Japan’s 2020
AGM season saw over 30 companies reach one-third board
independence. These include giants such as Nippon Telegraph &
Telephone, SoftBank and Mitsubishi Corp.

Novartis AG
Milestone:

2%

disclosure of human2%
capital indicators via sustainability
1%
reporting frameworks, including the Workforce Disclosure Initiative,
Corporate Governance
55%
continues apace. This year, we identified over 20 companies,
including Bank of America, Covestro and Waste Connections, that
enhanced their workforce-related reporting. As for other socialrelated reporting, two of Greater China’s internet giants, Baidu
and Tencent, made improvements to disclosures of policies and
practices affecting users’ data privacy and security.

«««

Milestone:

Vale SA

««

Target: 7.2

Target: 3.8

Issue: Climate Change

Issue: Public Health

Milestone:

No SDG

««

Target: No SDG target
Issue: Corporate governance

Committed to become a net-zero
company by 2050

Introduced new targets to increase
access to medicines

Incorporated ESG metrics into executive
remuneration plans

Announced a commitment to neutralise
operational emissions and the
emissions from the use of its products
by 2050. BP also signalled that it will
increase investments into non-fossil
fuel businesses over time. We have
engaged with the company on carbon
management topics for over a decade.
This commitment can help better manage
risks and opportunities related to the
energy transition.

Set a 2025 target to increase patient reach
in low- and middle-income countries
by 200%. In addition, Novartis plans to
increase patient reach of its global health
flagship programmes in leprosy, malaria,
chagas disease and sickle cell disease by
at least 50% over the same time period.
We have repeatedly engaged Novartis on
improving access to its products.

Improved oversight and accountability
of ESG practices and performance by
incorporating relevant ESG metrics to
represent 30% and 20% of short- and
long-term executive remuneration plans,
respectively. We have engaged with
company management on sustainability
governance and oversight for a number
of years.
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SDGs and engagement
Since the 2030 Agenda for Sustainable Development was adopted by all UN Member States in 2015, much
progress has been made to meet the Agenda’s goals. With under 10 years left to 2030, all stakeholders
must focus on decisive action. While many companies now have sustainability strategies aligned with the
SDG framework, robust implementation and an acceleration towards meaningful and lasting change is
now imperative. We believe our engagement, 79% of which is aligned with the SDGs, can help towards
achieving the ambitious global agenda.

“The Sustainable Development Goals are more important now than ever. Now is the time to
secure the well-being of people, economies, societies and our planet. It is possible. So we must
make it happen. Together.” António Guterres, UN Secretary-General, January 2021

81 million jobs lost
in Asia-Pacific due to
COVID-191

19% of our engagement
linked to SDG 8
We engaged lots on
workplace safety, specifically
around target 8.8. Worker protection
throughout supply chains is paramount,
especially in the current pandemic
conditions. We also continued our work
with the Workforce Disclosure Initiative,
which aims at enhancing relevant and
material workforce related disclosure.

2020 was one of
the warmest years
on record2

16% of our engagement
linked to SDG 13
We continued to engage on
climate change, specifically
on target 13.2, on topics such as climate
risk mitigation, sustainable protein supply
chains, deforestation, coal producers, the
financing of emissions-heavy industry
and climate voting agendas. We also
continued to be active within the Climate
Action 100+ initiative.

80% of companies now report
on sustainability3; quality of
disclosure varies4

12% of our engagement
linked to SDG 12
We continued to demand
better reporting,
transparency and disclosure on ESG
issues, which links directly into target
12.6. Focus areas included green bond
reporting, improving disclosure on
nutrition, and surveying companies
on the effectiveness of some of our
engagement activities.

SDGs: a framework for investors

No SDG link

The SDG framework provides an ambitious roadmap towards
a more sustainable world. We believe it is a useful tool for
companies and investors to be able to contribute to achieving
the objectives of the 2030 Agenda. The framework has created
a common language between stakeholders, and we are seeing
that having a positive impact within our engagement. We
have developed our engagement database to include the 169
SDG targets, which allows us to log interactions, progress and
results to this granular level where relevant.

21% of our engagement did not have a direct link to a
specific SDG target. Most of these engagement activities
are on corporate governance, an essential building block in
creating more sustainable, better run companies. The main
exception is our engagement on board diversity, much of
which has covered gender diversity issues, which we see as
supportive of SDG 5 and targets 5.1 and 5.5 in particular, but
which also has a wider application to the achievement of
other goals such as SDG 8 and SDG 10.
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How BMO GAM’s engagement links to SDG goals and targets

1.1

3.8
*

5.1

3.b
*

No SDG

5%

5.5

3%

6.1

21

%

6.3

8%

*

2%
Other

16.6
16.5
15.2

79

5%

*
15.1

7.2

5%

%

*

8.2

of engagement
linked to SDGs

3%
2%

19%

8.5
8.7

13.a

16%
8.8

12%
13.2

*

13.1

12.2

*
12.6

12.5
12.4

Source: BMO Global Asset Management, as at 31 Dec 2020
Other = SDGs less than 2%. * = SDG targets within the denoted goal that are less than 0.5%.
1.1 Eradicate poverty and ensure a living wage for all; 3.8 Access to medicines and health-care; 3.b Support research into vaccines and medicines for diseases primarily in
developing countries; 5.1 End all forms of discrimination against women and girls; 5.5 Ensure full equality of opportunity for women, including at leadership levels; 6.1
Achieve universal access to safe & affordable drinking water; 6.3 Improve water quality by reducing pollution; 6.4 Increase water-use efficiency to address water scarcity;
7.2 Substantially increase the global share of renewable energy; 8.2 Achieve greater productivity through innovation; 8.5 Achieve full and productive employment for all;
8.7 Eradicate forced labour, modern slavery & human trafficking; 8.8 Protect and promote safe working environments for all workers; 12.2 Sustainably manage and make
efficient use of natural resources; 12.4 Manage chemical usage and waste throughout their life cycle; 12.5 Reduce waste through prevention, reduction, recycling and
reuse; 12.6 Encourage companies to adopt sustainable practices and enhance ESG reporting; 13.1 Strengthen adaptive capacity to climate-related events; 13.2 Integrate
climate change plans into policies and strategies; 13.a Address climate change mitigation for developing countries; 15.1 Ensure sustainable usage of terrestrial freshwater
ecosystems 15.2 Promote the implementation of sustainable management of forests; 16.5 Reduce corruption and bribery in all their forms; 16.6 Develop effective,
accountable and transparent institution. Source: BMO Global Asset Management, as at 31 Dec 2020
1
4

ILO, December 2020, 2 World Meteorological Organization, January 2021, 3 KPMG, December 2020. Worldwide sample size of 5,200 companies –‘N100’,
UN, 2020.
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Company case studies

Barclays

Clicks Group

Engagement Objectives

Engagement Objectives

We engaged on the need for a more robust climate change
management strategy. As the biggest European financier of
fossil fuel companies, Barclays is exposed to significant climaterelated and, increasingly, reputational risks. Ahead of its May
2020 AGM, the bank received a shareholder resolution asking
it to set clear targets to phase out financial services to energy
companies that fail to align with climate goals under the Paris
Agreement. In this context, we actively engaged with directors
and senior executives at the bank, both through one-to-one
meetings and alongside other investors, to stress the need for
the board to adopt a more robust climate change management
strategy. We specifically urged an ambitious approach to
managing the risks, opportunities and impacts from climate
change, especially those stemming from or affecting the bank’s
financing activities. We also called for tangible steps to meet
the commitments made under the Principles for Responsible
Banking and to proactively engage with shareholders and
stakeholders on climate-related issues.

South Africa has among the highest levels of inequality in
the world when measured by the commonly used Gini index.
Inequality reveals itself through a skewed income distribution,
and unequal access to opportunities in education, finance and
healthcare. As the largest drug and healthcare retail chain in
the country, we believe Clicks Group is well-placed to help
address some of the prevailing inequalities. While Clicks mostly
targets consumers in the growing middle to upper income
markets, it has taken steps to serve a growing number of
lower income customers. These include switching patients to
generic medications and opening stores in townships across
the Western Cape. In response to the pandemic, the company
ensured prices on essential hygiene products and personal
protective equipment were not increased, paid bonuses to
customer-facing store staff, and extended free clinic services
for customers with no medical cover. Management is working
to restore the company’s reputation and improve existing
employee and supplier diversity practices and, in the process,
assure stakeholders of its commitment to the principles of racial
diversity and transformation.

Outcomes
We supported the company’s subsequent publication of a net
zero ambition that was put forward for shareholder approval
under a binding resolution at the AGM, the first resolution of
its kind for a listed UK bank. Overall, we felt that this and the
shareholder resolution were complementary, rather than in
conflict with each other, and supported both. We also welcomed
the appointment of a Group Head of Climate Risk to lead the
bank’s work on delivering its net zero ambition, as well as the
publication of a detailed implementation strategy. We aim to
continue our dialogue with the bank in this area in 2021.

Investment Decision
Hold

Outcomes
We had several meetings with executives at the company to
discuss its access to medicines and healthcare strategy. We
encouraged management to leverage Clicks’ extensive network
to become a key player in combating communicable diseases,
including sexually transmitted diseases, expand its offer of
lower-priced generic medicines, and manage the impacts of the
pandemic to employees and customers so as to avoid exacerbating
existing inequalities. We also urged the company to review and
improve its approach to ensuring effective equality, empowerment
and transformation of its workforce, Black South Africans in
particular, in the wake of a significant reputational backlash
surrounding a racially insensitive advert put up by a vendor on
Clicks’ website. We see the aforementioned actions helping Clicks
build a trusted, accessible healthcare network that can enhance
long-term value creation while aiding the addressment of South
Africa’s persistent socio-economic inequalities.

Investment Decision
Hold

Please note: Our Emerging Market Equity team also engaged with
Clicks Group over the course of H2 2020 after the company faced a
significant public backlash surrounding a racially insensitive advert
put up by a vendor on Clicks’ website. Please see Principle 7 for
more information.
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GlaxoSmithKline (GSK)

FTSE 250 REIT
Engagement Objectives

Engagement Objectives
GSK has historically received negative attention due to its
approach to executive remuneration. This is mainly due to
the remuneration committee having to align executive pay
to that of GSK’s global peers, most of which are large US
pharmaceutical companies that are used to setting high pay
levels. The company reached out to its shareholders as it
was preparing to renew its tri-annual remuneration policy
that would set the parameters of executive pay for the next
three years. One area that required consideration was relating
to executive pension contributions. UK-listed companies
have been under increasing pressure to reduce pension
contributions for serving executives. The high contributions
are partly a legacy issue of the switch from generous definedbenefit to defined-contribution pension schemes. Due to
investor pressure, companies have implemented reduction
plans as part of remuneration policy updates.

Outcomes
We participated in the annual ESG investor meeting at
which changes to the remuneration policy were discussed.
Following this meeting, we provided detailed feedback
to the remuneration committee. The details set out in
the by the committee included a pension contribution
for executives above what we were willing to accept. We
encouraged pension contributions for serving executives
to be reduced to a maximum of 15% of salary, which are
generally more closely aligned to the contribution level of the
wider workforce. In addition, we raised concerns regarding
the proposed increase to long-term incentives. Following
the consultation process, the company informed us that
the pension contribution level had been reconsidered. By
2023, this will be brought down to 7% of salary, the same
as the company offers to its ordinary employees. While
this is not an immediate decrease, it is acceptable from our
perspective. While we still have some concerns regarding the
increased long-term pay element, the reduction in pension
contributions and other positive changes to the policy led us
to support the new remuneration policy.

Investment Decision
Hold

We were approached during the Spring of 2020 by the board of
one of our REIT investments wishing to discuss the possibility
of the company carrying out a capital raising. Due to the
Covid-19 pandemic, capital raising was not at all unusual as
companies were looking to shore up balance sheets to survive
the difficult trading period. We have generally been supportive
of companies seeking to raise capital and having considered
the reasoning for the raising, we would participate in any
future capital raising if it was considered to be in our clients
best interests.

Outcomes
We met with the company to hear more about the proposed
capital raising. However, in this case we did not consider that
the company has made a sufficient case for needing to dilute
existing investors and that the company comfortably had capital
to survive the difficult trading conditions. In this case the raising
appeared to be arbitrarily bringing down leverage from an
already conservative position. The company went ahead and
carried out the capital raising despite our concerns. It was in the
Autumn of 2020 that we engaged the board again to discuss
what plans they had for the capital as it was still unallocated.
This was particularly disappointing given the specific concerns
raised earlier in the year. We engaged directly with the board
chair on this matter and whilst we welcomed hearing more
about the board’s thought process on the raising, we ultimately
remained unconvinced. In terms of outcomes, the engagement
changed very little, but the reality of engagement is that it
cannot always be successful.

Investment decision
Hold

Engagement is most dynamic and works
best when investors work in partnership with
companies to encourage them to be more
ambitious around their sustainability goals
and how to achieve them.
Vicki Bakhshi, Director, Climate Strategist, Responsible
Investment
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Hauptwache
Square in Frankfurt,
Germany

European Bank

Engagement Objective
The European based bank we engaged with in this instance
has been implicated in controversies linked to the improper
collection of debt from many of its clients due to significant
system and data errors in the bank’s debt collection system
(DCS) that keeps track of problematic and non-performing
loans. This follows the scandal from 2018, which revealed
substantial money laundering in some portfolios.

Outcome
We spoke with the company about the actions taken to
remedy the DCS problems and to gauge the level of change
that has taken place within the company in this area. We
also requested an update on improvements in financial
crime compliance, AML systems, culture and governance
following the money laundering scandal. The company
explained that the DCS issue was uncovered internally due
to the strengthened control environment after the specific
developments, as well as work done on broader themes of
risk and escalation. The issue was reported to the relevant
authority immediately, but communication to the market was
poor. The company understands that it needs to improve in
this area. Specific initial actions have included: stopping debt
collections where these are not properly assessed; stopping
any debt collection processes that may lead to bad outcomes
for clients; and clear communication to those who may be
affected. There is recognition of the big cultural element
to the problems that have beset the bank and actions
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have been taken to set a clear tone at the top. We consider
the company to be on the right path, having recognised its
deficiencies in the DCS systems, risk management, compliance
and culture. The steps management and the board have taken
are aligned with what other banks embroiled in similar scandals
have put in place to successfully draw a line under historic
issues. The company will benefit from the ongoing scrutiny of a
critical investor eye going forward. We have urged the company
to improve public reporting on the handling and progress of the
loan scandal, and to strengthen executive pay disclosure with
both the financial and non-financial KPIs and targets described
in full detail. Due the nature of the issue, we expect this
engagement to continue for several years.

Investment decision
Hold

Public Policy
Our team plays an active role in public policy
development through engagement with regulators, as
we believe that this activity ultimately helps promote
well-functioning financial markets. Examples can be
found in Principle 4.
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Principle 10

Collaboration
Signatories, where necessary, participate in collaborative engagement to
influence issuers.

Key highlights
	We work with other investors to engage
with companies and other issuers, and
influence industry groups and policy makers
in the development of regulation and best
practice
	Example: Engagement co-lead for BHP
within the Climate Action 100+ Initiative
	ESG engagements are logged in our
bespoke engagement tracking database
and progress on set objectives is captured
and reviewed as appropriate. Wider topics
are captured in meeting notes within the
various investment management teams.

Activity
At BMO GAM, we collaborate with other investors directly and
through various industry working groups to engage companies
on various issues. This form of engagement is particularly useful
in addressing systemic issues within a sector or market, and
gives companies the opportunity to hear a clear investor voice
on a topic. It is also an important tool for escalation if one-toone engagement is not proving successful with a particular
company, as referenced in Principle 11.
We consider any offers to collaborate on their merits and decide
on participation based on whether we believe this to be in the
interests of our clients and advances our stewardship objectives.
We will not collaborate with third parties if their approach or
agenda for engagement is not aligned with ours.
Our RI team is actively involved in over 20 industry collaborations
on a range of ESG topics, such as Investors for Opioid &
Pharmaceutical Accountability (IOPA), Climate Action 100+ and
the 30% Coalition.
Given our size as an investment manager and deep experience
in sustainability issues, we also work with other investors to
guide industry groups and policy makers where applicable,
which can help advance our broader stewardship agenda.
This can take the form of direct meetings or responding to
consultations. We participate collectively and individually
in various investor forums and networks organised by the
Investment Association, the UK Investor Forum, the Principles of
Responsible Investment (PRI) and Asian Corporate Governance
Forum (ACGA), amongst others.
As an example of engagement activity through industry
networks, during 2020 we were involved in conversations
with the Investor Forum regarding three separate companies.
Board governance and shareholder rights were the focus of all
these engagements.
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Examples of collaborative engagement groups and relevant
industry initiatives we participate in:
Environmental, Social and Governance groups

As with individual engagement, we understand that some
engagements will be unsuccessful and some will take place
over several years. All engagements are logged internally
and progress on set objectives is captured and reviewed as
appropriate. Progress is measured in the form of milestones.

Outcome
‘Find it, Fix it, Prevent it’
modern slavery programme

Examples of collaborative engagement in 2020:

Tyson Foods

Industry-wide groups

Engagement Objectives
The meatpacking industry proved to be particularly susceptible
to coronavirus infections because of the nature of the work:
intense physical labour, conducted indoors at close proximity
to other workers. Meat-processing plants around the world
became Covid-19 infection hotspots. In the US, the rapid growth
of confirmed Covid-19 cases in rural counties with 20% or more
employment in meatpacking drew attention to the role of the
industry in the pandemic. Tyson Foods, one of the largest in
the industry and one with significant presence in rural America,
has seen over 10% of its workforce contract Covid-19. This has
contributed to plant shutdowns, production delays, and reduced
productivity.

Participation in various collective engagement groups is
coordinated through the RI team. The process to determine
whether BMO GAM should participate in an engagement
initiative involves the wider investment teams. The relevant
investment team members can join collective engagement
meetings where appropriate.

Collaborative engagement is particularly useful
in addressing systemic issues within a sector or
market, and gives companies the opportunity
to hear a clear investor voice on a topic.
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Outcomes
We joined other investors in engaging executives at Tyson Foods
to discuss concerns regarding the company’s response to the
pandemic. Management described in detail measures taken,
some of which went above and beyond voluntary industry
guidelines, to protect the health and safety of workers and
communities in the vicinity of its plants. Measures included
setting up ongoing, data-driven testing of workers on-site;
implementing robust tracing mechanisms; working with outside
health experts; and expanding its health services staff, including
appointing a chief medical officer. In the absence of mandatory
Covid-19 safety regulations, we welcomed Tyson’s strategic
and scientific approach to addressing the risks to its workers
and its business. At the same time, we noted the absence of a
sufficiently robust approach to human rights due diligence and
how that might have helped delay the response to the pandemic
and, in the process, allowed for Tyson to have the highest rate of
Covid-19 infections in the industry. Given its size and the industry
it operates in, Tyson’s human rights impacts require heightened
due diligence and enhanced disclosure. However, the company
has not acted on investors’ requests for management to report
on a due diligence process to assess, identify, prevent, mitigate,
and remedy actual and potential human rights. This has become

BMO Global Asset Management

Climate Action 100+
is the largest-ever global
investor engagement initiative
on climate change.

even more urgent considering the company’s failure to act
timely to protect its workers’ health and safety during the
pandemic. We, therefore, decided to join 22 organisations and
investors to co-file a shareholder proposal asking for enhanced
human rights reporting at this year’s AGM. The proposal
received 78.7% support from independent investors (excluding
the Tyson Limited Partnership, the company’s controlling
shareholder). This level of independent support is remarkable
and represents a 19% increase compared to last year’s vote on
the proposal. We are hopeful it will encourage the company to
prepare and publish a human rights due diligence report.

It now involves more than 615
investors, responsible for
over $55trn in AUM.

Investment decision
Hold

BHP

Facebook

Engagement objectives

Engagement objectives

As is the case with many companies in the mining industry,
BHP faces a particular challenge in addressing its climate
impacts. Some of the commodities it extracts, such as coal
and oil, directly contribute to global warming, while others
like copper and nickel are essential to the transition to a low
carbon economy.

Following the Cambridge Analytica scandal in 2018, there has
been growing distrust over the company’s role in society and
concerns with spreading disinformation on its platforms, as well as
facilitating the broadcasting of extremist material. This is all in the
context of poor corporate governance and a company culture that
shields its founder and CEO Mark Zuckerberg from accountability to
minority shareholders and broader society.

Outcomes
We are the engagement co-lead for BHP within the Climate
Action 100+ initiative. As the public debate on climate change
intensified, we actively engaged with the company in 2020.
Unique among its peers, BHP’s management team diligently
took into account and balanced the expectations from a
wide range of stakeholders, investors included, as it set out
to forecast its long-term business development trajectory in
the context of a changing climate. Throughout the year, we
provided constructive and sometimes challenging feedback
to the new climate strategy, which sets out a long-term
ambition of becoming an operational net-zero company
and a range of solutions to address the emissions that
result from the use of its products. The current version of
the strategy compares favourably in the industry. It consists
of a pledge to become an operational net zero emissions
company by 2050, a $400 million fund to develop critical
abatement technologies, and a Scope 3 reduction initiative to
help decarbonise its downstream supply chain. Some other
details, however, need to be ironed out, including alignment
of the long-term capital allocation framework to the well
below 2-degree scenario, and the effectiveness of Scope 3
decarbonisation initiatives. We plan to continue our active
engagement with the company in 2021.

Outcome
We met the company to discuss the introduction of a ‘Content
Oversight Board’ (‘COB’) that would act as a supreme court to
moderate the platform. We expressed overall support but pushed
for better transparency so that stakeholders can actively monitor
progress. We also joined an investor coalition looking to engage
social media companies, including Facebook, on introducing
better moderation of livestreams on their platforms. In a followup meeting, we discussed the latest developments on content
moderation, as well as how the board oversees this issue. With
responsibility formally allocated to the Audit Committee, we
suggested that this committee enhance its terms of reference
to include this duty more explicitly. Although the company is
improving its approach to moderating content, it has yet to prove
that it can move from reactive moderation to proactive prevention,
which is what is needed given the scale of its operations and reach.
The set-up of the COB and the transparency around its decisionmaking and reporting processes is a welcome development.
However, its roll-out remains too slow, with its first few cases
only announced in December. Like other social media companies,
there continues to be few clear lines of accountability on content
moderation, insufficient resources to tackle the issue and little
public reporting.

Investment decision

Investment decision

Hold

Hold
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Further collaborative engagement case studies
Platform Living Wage Financials
We joined the Platform Living Wage Financials (PLWF), an
alliance of 13 primarily Dutch financial institutions. As part
of this, we signed an investor statement calling for increase
transparency around the identification and management of
material ESG issues in the luxury fashion industry.

Why we chose to join the initiative

• Our RI team started a dedicated engagement project focusing
on 10 retailers with the objective of them establishing living
standards across their own operations and later supply
chains in early 2019. As part of our research we followed
the developments in the market and the foundation of the
PLWF. To enhance our own engagement and benefit from the
experience of other institutions that also engage on the same
topic across different sectors we applied to become members
of the PLWF, which was granted in early 2020.

How we were involved

• We joined the Agri, Food, and Retail engagement working
group in Q2 2020 and have done assessments for 4 retail
companies against the PLWF framework, and have engaged
the companies on their living wage plans, current wage
levels, enhanced disclosure, the assessment results and
potential improvements.

Outcomes

• Since becoming a member we are now part of two working
groups of the PLWF, and lead engagement for 5 companies
across the garment and retails industries. Year on year we
have seen clear improvements by some companies on their
processes, wage level assessments, acknowledgement of the
existence of living wage and the requirement of paying “fair
wages” in their supply chain. In addition, some retailers now
have dedicated Human Rights Statements or Supplier Code of
Conducts featuring fair wages.
• As a group, various investor letters were collectively
designed, signed and published, among them one addressing
the luxury fashion industry with the expectation to better
manage their most material ESG issues.
• We will take on further leadership roles in the PLWF in 2022.

Human rights
We joined the Advisory Council for the Investor Alliance for
Human Rights, signing its statement asking all governments
to develop, implement and enforce mandatory human rights
due diligence requirements for companies headquartered or
operating within their own jurisdictions.

Why we chose to join the initiative

• Mandatory human rights due diligence creates uniform
expectations, accountability and transparency on how
companies are working to prevent, mitigate and remedy
adverse human rights impacts related to their services
or operations. It can help companies mitigate risks to
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employees, communities, and other stakeholders, manage
potential financial and legal risks, and, ultimately, enhance
shared value creation. It also brings opportunities to improve
economic productivity, reduce inequalities, and improve
livelihoods – all integral to achieving the UN Sustainable
Development Goals.

How we were involved

• As a member of the Investor Alliance’s Advisory Council we
provided input in the investor statement. We also actively
promoted it publicly, encouraging other investors to join. Where
possible and relevant we address our views on mandatory
human rights due diligence through policy submissions and
corporate engagement on human rights.

Outcomes

• The statement itself garnered support from over 100 global
investors representing over $5trn in AUM. The European
Union (EU) announced mandatory legislation on due
diligence in March 2021.

Racial justice
We joined the Racial Justice Investing coalition, a group of USbased investors focused on integrating a racial justice lens into
their investment and engagement activities.

Why we chose to join the initiative

• Global anti-racism protests in 2020 called attention to systemic
issues of racial inequalities, and highlighted the lack of progress
on racial diversity in the corporate workplace and at leadership
levels. Aside from addressing discrimination from a human
rights perspective, Citigroup found that closing the racial
inequality gap can add trillions to the US economy. As well,
increasing ethnic diversity in corporate leadership and
throughout the workforce, and having robust ED&I programs
in place can lead to better performing teams, improved
company culture, and workforce retention.

How we were involved

• We helped draft an investor statement on addressing systemic
racism which issued 5 calls to action, including commitments to
integrate racial justice in engagement strategies and advancing
diversity, equity and inclusion at our own organisations.

Outcomes

• The statement garnered support from over 150 organisations
and has been used to guide our and other firms’ approach to
holding investee companies accountable on their diversity,
equity and inclusion and racial justice strategies and
performance.

Public policy collective engagement
As is the case with individual public policy engagement, we
also recognise the value of a collective voice when it comes
to responding to public policy consultations. Examples of
these carried out during 2020 are available in Principle 4.
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Principle 11

Escalation
Signatories, where necessary, escalate stewardship activities to influence issuers.

Key highlights
	Our escalation approach is influenced by
the nature of the investment strategy and
asset class
	Voted against the board of Exxon due
to a lagging climate change strategy
and unwillingness to engage with a
well-established and respected investor
collaboration group of which we are part
	Co-filed resolutions at Walmart and
Tyson Foods

Activity
In considering engagement escalation strategies, we
make a case-by-case assessment of progress against
engagement objectives and responsiveness of companies
to our engagement and escalate accordingly if we deem it
appropriate to do so.
In selecting an escalation strategy, we consider aspects
such as:
• The level of responsiveness of the issuer
• The appropriate means to apply additional influence
• Whether the issue is best managed in a private or
public forum
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• The time period in which we would pragmatically
expect change
• Any inherent limitations for affecting change within certain
sectors, company structures or geographies
Our approach is also influenced by the nature of the investment
strategy and asset class. For example, bondholders are unable
to vote at AGMs or file shareholder resolutions. Equally, in some
strategies we may very quickly move to reweight a holding
rather than to try other means to effect change, such as in the
case of a quantitative strategy where an optimiser leveraging
our scoring model may underweight or remove an issuer due to
failure to improve the ESG factor assessed or where the issuer
has worsened its ESG performance.
We track engagement progress against set objectives. Together
with our use of progress milestones, which also assess the
significance of change, this allows us to identify and prioritise
which engagements may require additional strategies
to be applied. We also track milestones arising from the
escalation approach.

Escalation Activities in 2020
We have a number of different routes to escalate our
engagement, which include:
Collaborative engagement: Our primary approach
to conducting engagement is to use constructive,
confidential dialogue, typically working one-to-one
with companies and building a relationship of trust
over time. However, sometimes collaboration is more effective
to effect change, including through coalitions with other asset
managers and industry groups to strengthen our message to
companies. Speaking with a unified voice can allow investors to
communicate their concerns more effectively, and can also
represent an escalation mechanism when insufficient progress is

1
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A focus on the 2020 proxy voting
season

being made or management access made available in a
one-to-one forum.
– In 2020, more than 40% of our engagements undertaken
were as part of a collaboration with other investors.
Please see Principle 10 for further details about collaborative
engagement at BMO GAM.

Collaborating during Covid-19
Pharmaceutical companies came under intense
scrutiny when Covid-19 began to spread rapidly
around the world, with the result that one-to-one
engagement became increasingly challenging. We
resolved to continue engaging major pharmaceutical
companies by joining two collaborative engagement
initiatives: one coordinated by Achmea Investment
Management, and the other by the IOPA (Investors
for Opioid & Pharmaceutical Accountability). Both
engagement initiatives emphasised the importance of
responsible business practices during the pandemic,
with overlapping focus areas including human capital
management, health & safety, and measures to ensure
supply chain continuity. The Achmea-led initiative also
focused on equitable global access to health products.

Proxy voting: Using our voice at the ballot box
on key resolutions sends a clear signal to
companies, may affect direct change and might
help with further engagement efforts. For
example, in 2020, we voted against the board of Exxon
because the company lagged behind peers on climate
change strategy and was resisting engagement with a
well-established and respected investor collaboration group
of which we are part. We voted against all incumbent
non-executive directors for this reason.

2

Our voting decisions on shareholder proposals directly
related to climate change in 2020
100%
80%
60%
40%
20%
0%
Abstain
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Source: BMO GAM, as at 9 December 2020
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During the 2020 voting season, we
implemented a systematic process for
identifying investee companies that have fallen behind
in climate risk management. We judged companies using
a combination of our own engagement and analysis and
tools including the Transition Pathway Initiative, we voted
against relevant management resolutions, such as the reelection of directors. In 2020 we raised our concerns via 61
management proposals across 58 company meetings. On
these, we either voted against management resolutions,
abstained, or supported but with communication on the
specific conditions for supporting next year’s vote. Out of
the total of 58 companies, 39 were based in either the
US or China.
We also supported 65% of all shareholder resolutions
on climate change in 2020. Our engagement informed
these voting decisions, particularly where this
demonstrated that companies were actively working
on improving their climate strategy; in these cases, or
where resolutions were too prescriptive, we chose to
either abstain or vote against.

Attending Annual General Meetings (AGMs):
The requirement for all parties to meet
physically at the AGM provides investors with
one of their few opportunities to question the
Board, engage directly with management, and hear the
views of other shareholders. The opportunity to publicly
table and pose questions can represent an escalation of
closed doors engagement. In 2020 however, with
widespread bans on large gatherings, travel restrictions
and venue closures, companies were instead required to
take these meetings online. We further discuss the
implications of this and how we have managed around it
in Principle 12.

3

Using an AGM to escalate
engagement
Our 2020 transportation sector
engagement focused on automotive
manufacturers and shipping companies. With further
policy measures from governments to phase out internal
combustion engine vehicles, most automotive firms
now see an electric vehicle (EV) strategy as essential to
maintaining their competitive edge.
Our engagement focused on companies whose ambition
lags the leading group, particularly Fiat Chrysler (now
part of Stellantis), where we lead the Climate Action 100+
engagement and had two meetings with their sustainability
director. In order to directly address the Board, we made a
statement at the AGM, asking for medium-term climaterelated targets and transparency around climate lobbying.

BMO Global Asset Management

Instead of just divesting from a
company unwilling to cooperate on
ESG issues, responsible investors can
adopt a stronger stance to trigger a
corporate reaction by using various
escalation techniques.
Vicki Bakhshi, Director, Climate Strategist,
Responsible Investment

There was a 60% fall in
international passenger
travel in 2020. This has had
environmental benefits, but
there have also been significant
economic impacts.
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Filing shareholder resolutions

Filing shareholder resolutions can be a key
rallying point of an engagement campaign to
change companies’ behaviour. We will typically support
requests to improve board accountability, executive pay
practices, ESG-related disclosure and climate action where we
agree with both the issue highlighted and the implementation
proposed. We will consider filing or co-filing shareholder
resolutions as an ultimate escalation mechanism, and in 2020
we co-filed resolutions at Walmart and Tyson Foods.

Escalation in action: examples where we cofiled resolutions
Tyson Foods: Given its size
and the industry it operates
in, Tyson Food’s human rights
impacts require heightened
due diligence and enhanced
disclosure. However, the
company has not acted on
investors’ requests for management to report on a
due diligence process to assess, identify, prevent,
mitigate, and remedy actual and potential human
rights. This has become even more urgent considering
the company’s failure to act timely to protect its
workers’ health and safety during the pandemic.
We, therefore, decided to join 22 organisations and
investors to co-file a shareholder proposal asking
for enhanced human rights reporting at this year’s
AGM. The proposal received 78.7% support from
independent investors (excluding the Tyson Limited
Partnership, the company’s controlling shareholder).
This level of independent support is remarkable
and represents a 19% increase compared to last
year’s vote on the proposal. We are hopeful it will
encourage the company to prepare and publish a
human rights due diligence report.

Walmart: We co-filed a
shareholder proposal at
Walmart asking for a report
on the feasibility of providing
employees with paid sick leave
as a standard benefit, outside
of Covid-19 emergency policies.
Unfortunately, the proposal was rejected by the
SEC as it argued the proposal constituted “ordinary
business”, despite our rebuttal the SEC ruled in
Walmart’s favour and the proposal was rejected and
therefore did not appear on the ballot.

In considering engagement escalation,
we make a case-by-case assessment of
progress against engagement objectives
and responsiveness of companies to
our engagement.

5

Divestment

Selling a holding can be a powerful signal of
dissatisfaction, though it removes most options for
future interaction and influence, such as the use of the vote. It is
often a measure of last resort and is taken where we believe a
holding is no longer in our clients’ best interests.

Divestment case study: ING Group
ING Group was a holding in the BMO
Responsible Global Equity strategy, first
initiated in 2016. Over the course of 2018
and 2019, the investment and RI teams
held a series of productive, iterative,
one-to-one engagement meetings with management and the
company’s legal counsel, focusing particularly on governance
related topics. Our discussions centred on investigations by
Dutch and US authorities into alleged money-laundering and
corruption. Specifically, we sought to understand how the
company was co-operating with authorities, what potential
operational restrictions could be levied against ING, and what
changes would be implemented to ensure that this issue would
not be repeated. We engaged with the company on disciplinary
measures against the executive board members and efforts to
bolster anti-money laundering compliance.
Ultimately, the main impact on ING from these offences was
financial – a mixture of one-off fines and ongoing higher
operational costs due to additional personnel required to conduct
the necessary Know-Your-Customer requirements, where ING had
proven to cut corners, and financial crime prevention systems.
Regarding the investment thesis for the stock, we were
concerned by the slowdown in economic activity and the impact
on European banks generally. For ING specifically, additional
employee costs to address the shortcomings highlighted
above impacted the cost structure, which had been part of the
initial attraction of the investment. And over the period of the
investigation, the offences that had been uncovered had been
more deep-rooted than we had either imagined, or indeed, than
we felt we had been led to believe based on our engagement
efforts, whilst acknowledging the challenges of full disclosure
during ongoing criminal investigations.
In February 2020, the departure of the CEO was announced.
Based on our low conviction in macro outlook, persisting ESG
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Filing shareholder resolutions
can be a key rallying point of an
engagement campaign to change
companies’ behaviour.

issues (and specifically concerns around their anti-money
laundering practices as outlined above) and the uncertainty
associated with the departure of the CEO – we fully exited our
position in March 2020.

Divestment case study: Creditcorp
Within our BMO SDG Engagement
Global Equity Fund, we seek to drive
targeted improvement, focusing on
how companies address ESG risks,
opportunities and impacts. Constructive
and informed engagement with companies is a critical
component of our approach. In 2020 we divested from
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Creditcorp. While there were multiple facets to the sell
decision, one contributor was due to the inability to
engage the company successfully.
We try to negate this scenario in general through a
rigorous assessment of ‘engageability’ at the outset of the
investment process. Within this assessment, the team look
at corporate governance factors that may help or hinder
proactive engagement, historical engagement activity and
the level of corporate access we can utilise. Only then can
a holding be considered for inclusion within the portfolio.
If a company does resist engagement or our engagement
hasn’t led to any momentum towards tangible, positive
change – then we would sell.
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Exercising
rights and
responsibilities
Discover how we
exercise our rights
and responsibilities
by voting thoughtfully
for positive ESG
outcomes.
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Principle 12

Exercising rights and responsibilities
Signatories actively exercise their rights and responsibilities.

Key highlights
	Voted at 11,848 shareholder meetings
	Voted on 117,820 resolutions with 27,563
resolutions voted against management
	Introduced a structured global voting policy
on climate issues

How we exercise our rights and responsibilities
Exercising the right to vote is a key part of our stewardship
responsibilities, and an opportunity to influence change. Our
dedicated RI team coordinates votes from various investment
teams around the world. We regularly engage companies
before and after voting to explain our expectations and invite
comment, and to explain our reasons for any votes against
management. Through exercising our voting rights, we aim
to promote good governance practices and positive change
in how firms do business and mitigate risk. We consider this
to be a core responsibility of stewardship, and a key aspect to
fulfilling our corporate purpose of boldly growing the good, as
set out in Principle 1.
Our global voting universe is made up of holdings in BMO
GAM managed portfolios and the portfolios of reo® clients
who have delegated to us the responsibility to exercise voting
rights on their behalf. Most of our votes are exercised in the
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same way under our BMO GAM voting policy, with some
votes cast under client-specific polices.
Our voting process uses a risk-based approach to achieve
high quality voting while delivering comprehensive
coverage of a wide portfolio of stocks. We deploy our
specialist governance analysts within the RI team on
the more complex and sensitive cases, and partner with
ISS to deliver voting on the more simple, routine votes
through the careful and consistent application of detailed
in-house voting policies based on the BMO GAM Corporate
Governance Guidelines and other policies. The subset of
votes we review manually is typically around 20% of total
votes cast. Individual fund managers retain responsibility
for their specific funds voting decisions. The governance
analysts will liaise with fund managers to determine an
appropriate vote and coordinate voting decisions across
various investment teams.

Transparent voting process

JAN

Corporate governance
guidelines are
updated annually and
made public, with
substantive changes
communicated to
companies

Engage focus
companies ahead of
the AGM where we
intend to vote against
management

Publish detailed
voting records and
select rationale on our
website

BMO GAM were one of the first investors to publish detailed
voting records of all our retail funds worldwide.

69

We utilise the RI team’s significant expertise across various
aspects of ESG analysis in engagement and voting and believe
that a coordinated approach to stewardship of our assets delivers
the best outcomes. Engagement is supported by corresponding
voting activities, and the voting activities go hand-in-hand with
beliefs and convictions that are expressed via engagement.
The Proxy Working Group (PWG) serves as our global vote
escalation and policy development function. This group
represents all parts of BMO GAM on a global basis and will
provide individual sign-off on significant or high-profile votes in
accordance with our escalation policy. The group also contribute
to the evolution of our Corporate Governance Guidelines with
the RI team, which establish a consistent philosophy and
approach to corporate governance and the exercising of voting
rights (please see Principle 2 for more information). Some
particularly sensitive votes are escalated above the PWG to the
Executive Leadership Team if deemed appropriate. This also
ensures key stakeholders are aware of how we intend to vote at
a particularly sensitive meeting prior to the vote.
The above voting guidelines are applied to all shareholder
meetings outside of our Conflict of Interest Policy. ISS voting
policy and recommendations are applied to meetings where we
are deemed to be conflicted, for example, when voting at a BMO
fund meeting. Please see Principle 3 for further details of our
approach to conflicts of interest.

The annual policy development process
We review our public Corporate Governance Guidelines
and internal voting policies annually to reflect evolving
market practice and regulatory changes, and to include
aspirational elements aimed at evolving best practices.
The RI team’s voting specialists propose changes for
approval to the PWG, which are signed off by the Global
Investment Committee (GIC).
Ahead of 2020, the PWG and GIC approved a systematic
voting approach regarding companies we considered
“climate change laggards”, and in 2020 we voted against
92 management proposals at such companies. We also
strengthened our focus on external auditor independence
and clarified our voting stance on inequitable executive
pension contributions.
In late 2020 (ahead of the start of voting in 2021) and
in the context of the Covid-19 pandemic, the PWG
and GIC approved voting approaches against company
decisions seeking to isolate executives from the impact
the pandemic in a manner that is inconsistent with
the approach taken for the general workforce. We also
further advanced our systematic voting approach for
climate change through the inclusion of a larger universe
of companies, raised our market-specific thresholds in
relation to board gender diversity, and set expectations
regarding voting on board ethnic diversity in the future.
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In addition to our voting derived from our Corporate
Governance policy, we can also accommodate individual
voting to enable clients or internal funds to express their
own view on ESG topics and specific corporate governance
topics. However, BMO GAM is not at present able to provide
directed voting in pooled funds to vote a proportion of
shares in line with specific instructions from the client.
We are also able to block shares where share blocking
applies on a fund-by-fund basis. The individual fund
manager is able to select the percentage of the holding
they are comfortable blocking, thus allowing this proportion
of the holding to be voted at the shareholder meeting. We
aim to provide a uniform message to the company and
where this does not conflict with the approach of a specific
fund will not split votes without strong justification.
The proxy voting system is used to identify forthcoming
company meetings, based on the receipt of ballots from
custodians, and it confirms that these voting decisions
are communicated to custodians on time for them to be
registered at company meetings. From this an automated
log is compiled of upcoming outstanding votes to verify
that all requested voting decisions are input to the proxy
voting system in time for them to be communicated to the
custodian/ investee company.
To assist in accommodating variances in our approach to a
specific issuer, region, sector or bespoke list of companies
(often as a result of engagement), we are able to use
watchlists loaded onto the voting platform to flag a meeting
of importance. These allow us to systematically flag
various issues for different funds, regions or geographies
as considered necessary. Companies on our Tier One list
of companies, that are all escalated to a member of the
governance team for individual review, resulted on over
1500 individual shareholder meetings being reviewed
within this process in 2020. As detailed in Principle 3 of this
document , our Conflicts of Interest Policy also results in a
meeting being escalated to ensure the appropriate actions
are taken.
In addition to electronic voting, we may attend a
shareholder meeting in person or remotely. Reasons for
this include making a statement to the board or asking
a question of the board in this formal setting. Whilst this
approach is uncommon, we consider it necessary in some
cases. Part of the evaluation process undertaken considers
the cost and expected value of attending. The ability to
attend shareholder meetings was severely impacted by
the pandemic restrictions in 2020, and we navigated the
market move to widespread use of virtual shareholder
meetings (VSMs).
Although VSMs are not new, they weren’t popular prior to
2020 as the reduction in physical access and control was
seen to outweigh the benefits of greater participation by
those who chose to not attend the physical meeting. There
has also been long-standing scepticism by investors that
VSMs would undermine the opportunity for direct interaction
with Boards and, therefore, their accountability. However,
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with few companies able to conduct physical meetings, regional
regulators took steps to temporarily waive physical quorum
requirements and allow greater use of online platforms:
switching to virtual-only meetings was the norm this year.
Although country-wide lockdowns forced most companies to
hold a VSM, the global switch to online saw mixed success.
Advantages included some reporting participation levels
exceeding those of typical physical meetings. Disappointingly,
some companies provided no means to participate virtually
and used the format to selectively filter the questions put to
management, blocking shareholder proponents from presenting
their proposals on the ballot.

During our engagement throughout the proxy season, we
encouraged companies to move back to normal in-person AGM
arrangements once this current crisis passes, whilst maintaining
the virtual option as part of a ‘hybrid AGM’ model, combining an
in-person meeting with opportunities to join online as well. This
leverages technology to allow maximum access, whilst retaining
the ability to hold Boards to account by providing physical
attendance.
We continue to urge companies to follow emerging good practice
guidelines for holding virtual meetings, and expect them to:
• Provide live video and audio transmission of the
entire meeting
• Allow shareholders to ask questions in writing before and
‘live’ during the AGM, and receive a response during the AGM
with the possibility for follow up questions

Taking a robust voting stance reinforces the
messages we deliver to companies though our
engagement on a range of ESG issues.
Kalina Lazarova, Director, Responsible Investment
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• Make registration for virtual attendance as straightforward
as possible while meeting data protection and information
security needs
Public details of all our voting activity, including rationale for
votes against management, become available on our website
the day after each shareholder meeting. Our vote record is
available publicly on our website.
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Activity
Our 2020 voting activity

117,820
resolutions voted

23.4%
of all resolutions where we
voted against management

Meetings with at least one vote
against management

With management
management
With
Against management
management
Against
Abstain
Abstain
Withhold
Withhold

52%

votes against
management

76%
76%
20%
20%
1%
1%
3%
3%

On

governance-related
milestones

27,563

resolutions
voted

69%
69%
31%
31%

188

Votes against management by issue

117,820

company
meetings voted

On

companies engaged on
governance issues

How we voted in 2020

11,848

76% one vote against management
At least
least
At
one vote against management
20%
76%with management
Voted
Voted with
management
1%
20%
3%
1%
3%

584

Directors & Board
Remuneration
Directors & Board
Capital
Related
Remuneration
Shareholder
Proposals
Capital Related
Other
Shareholder Proposals
Other

56%
21%
56%
8%
21%
2%
8%
13%
2%
13%

25%

of all resolutions related to pay we voted
against management

of resolutions related to director elections we voted
against management

Executive remuneration continued to be the most contentious
issue dividing investors and management. The most common
reasons relate to poor disclosure, misalignment with investors
and excessive quantum.

This is consistent with 2019, but is a disappointing
outcome reflecting the slow pace of improvement in board
composition & effectiveness across markets.

Our proxy team voted more than 89,000 resolutions across more than 9,000 meetings. As global investors, we voted in 74
markets and voted 98% of our eligible ballots. Unvoted ballots may typically be due to companies or custodians imposing
additional onerous requirements (for example paperwork that needs to be signed by beneficial owners).
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Votes
against management
Achieving best practice in corporate governance is a dynamic process between the board, management
and shareholders. We encourage companies to engage in the process of shaping and meeting
standards of best practice as these evolve across different regions.

Regional charts
Votes by region
Votes against management %
Asia

North America

Global

Europe (Incl. UK)
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60
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Remuneration
Capital Related
Shareholder Proposals
Other

30
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%

48

38
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60

2
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3

Capital Structure

17

46

30

Remuneration

8

21

70

6

Shareholder
Proposals

4

41

29

22

8

All Proposals

Source: BMO Global Asset Management, as at 31 Dec 2020

In the US, we continued to be disappointed with the overall
standards of executive remuneration packages proposed to
shareholders. We voted overwhelmingly against pay plans
without clearly disclosed and stretching performance targets,
without sufficiently long performance periods and with
excessive severance or termination provisions. Poor disclosure
of performance metrics and targets driving pay-outs in variable

Stewardship Report 2020

incentive plans across many markets in Continental Europe and
Asia remains an area of ongoing concern. We supported almost
70% of all shareholder resolutions in the US. Within Europe,
we continued to take a tough stance on proposals to discharge
board members and top managers at companies with ongoing
significant corporate governance concerns.
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Significant votes and the Shareholder Rights
Directive II
We are committed to transparency in our voting activity. We
publish our full voting record with rationales for proposals
where we did not support management, among others. Our
votes become available on our website on the day after a
company’s shareholder meeting.

We have selected significant votes from our voting record,
consistent with the Shareholder Rights Directive II. Our
methodology for selection is based on characteristics
of our global voting universe, including aggregate size
of holdings in the company, significance of the voting
issue for a company or in the relevant market, impact
on shareholder value and materiality of the vote to
engagement outcomes.

Barclays plc (UK)
Barclays was widely held across BMO GAM and reo® client funds and saw a shareholder
resolution that received significant support.
At the bank’s 2020 AGM, we supported a shareholder resolution
proposing measures that sought to phase out the bank’s
financing of the fossil fuel industry. Climate change presents
ongoing and serious long-term risks that can impact shareholder
value, and we consider that companies should improve their

public disclosure and strategy stetting in relation to climate
change. Approximately 24% of shareholders that voted
supported the shareholder proposal, which is a significant
level of support. BMO GAM also voted for the company’s own
commitment to tackling climate change.

Informa plc (UK)
A significant vote against followed a problematic change to the executive
remuneration plan.
In December 2020, Informa called a special meeting to seek
shareholder approval of a new executive long-term incentive
pay plan. The company has been severely affected by Covid-19
and raised capital from shareholders earlier in the year. The
proposed meeting was initially postponed due to shareholder

concerns and amendments were made to the scheme.
However, the size of the share awards of the pay plan
continued to cause concern. Over 40% of shareholders that
voted did not support the amended proposals, including
BMO GAM.

SinoPharm Group Co. Ltd. (China)
SinoPharm Group was a significant holding across BMO GAM and reo® client funds, and
we had multiple corporate governance concerns.
We voted against several directors at the SinoPharm general
meeting. We considered the board to lack independent
representation due to an excessive number of shareholder
representatives on the board. During a meeting with the company,
we encouraged board refreshment and for consideration to be
given to appointing an independent vice-chair. We also discussed

the role of its party committee in the business decision-making
process. We consider board composition to be of utmost importance
with meaningful representation of both executive and non-executive
directors. Non-executives should normally be wholly independent
of the company. In September 2020, votes against proposed
candidates ranged from 0.5% to 25% of the shares voted.

Stenprop Ltd (South Africa)
BMO GAM was the largest shareholder in the company and supported the remuneration policy after engagement.
We informed the company that we intended to vote against
its remuneration policy as one of the long-term
incentive plans for executives allowed them to receive
equity awards that had a short vesting period and vague
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targets attached. In response the company committed to
no longer use this equity award structure for executives
and therefore we supported the proposal. In total, 71% of
shareholders voted for this proposal.
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Wizz Air Holdings (UK)
Wizz Air was a significant holding across BMO GAM and reo® client funds, and a resolution failed following a
problematic executive remuneration payout.
We voted against the Wizz Air remuneration report. This
resolution was ultimately voted down by shareholders (51.6%
against). A discretionary bonus was awarded to the CEO, where,
based on the normal outcomes of the scheme, no bonus would
have been payable. The decision was particularly concerning

given the shareholder experience this year, the announcement
of c.1,000 job redundancies and the issuance of £300m in paper
under the UK government’s Covid-19 Corporate Financing Facility.
In July 2020, nearly 52% of the votes were cast against the
pay resolution.

Wolters Kluwer NV (Netherlands)
This was a significant holding across BMO GAM and reo® client funds.
We voted against the remuneration report and policy at the
2020 AGM. These resolutions were ultimately voted down by
shareholders (approx. 47% against). We had concerns over the

potential overall quantum, pay benchmarking, non-disclosure
on the actual performance relative to the targets and the use
of discretionary bonuses by the company.

Voting for climate action

that encompasses both debt and equity perspectives,
unduly risky behaviour that promotes short term gains
for shareholders – at the expense of creditors – might be
discouraged. At the same time, investors should encourage a
more balanced, sustainable corporate strategy and financial
policy that is better positioned to stand the test of time.
Bondholder meetings are less frequent in comparison to
shareholder meetings but are often the result of a significant
corporate event. We will vote bondholder meetings if
the fund manager considers it to be appropriate to do so.
The opportunity for investors to meet issuers around new
issuance also gives some leverage for engagement.

Mobilising our voting power is an essential part of effective
climate stewardship, and we have developed a systematic
voting policy aimed at encouraging the transition to a lowcarbon economy. Importantly, this policy is not limited to
considering how we vote on climate shareholder resolutions.
During 2020, we identified investee companies that have fallen
behind in climate risk management based on a set of criteria.
We voted against 92 management resolutions, such as the
re-election of directors, at laggard companies in the financials,
oil & gas, utilities and mining sectors, which are systemically
important to economic growth but face significant challenges in
defining and reducing their value chain emissions.
In 2021, it is imperative that the global community intensifies
efforts to tackle climate change and the push towards net
zero emissions, and we are fully committed to playing our part
through effective stewardship.

Fixed Income
Bondholder meetings are less frequent in comparison to
shareholder meetings but are often the result of a significant
corporate event.
In our experience, long-term creditors and shareholders have
similar, but not identical, interests with regard to ESG issues. In
particular, corporate bondholders have a strong interest in robust
governance of ESG risks as a dimension of overall enterprise
risk management. Therefore, in our engagement on behalf of
bondholders, we foremost encourage companies to manage
these risks actively to protect their underlying credit quality and
financial strength.
We strongly believe that active consideration of creditors’
interests in company engagement helps investors to address
the issue of short-termism, which is a concern in many corners.
Namely, by taking a “universal investor” approach to a company
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Managing stock lending/recalls for voting
We operate a stock lending programme, as we consider
this to be an important factor in preserving the liquidity of
markets and in facilitating hedging strategies; it also provides
investors with a significant additional return.
For those fund managers wishing to be involved in stock
lending, we accommodate this on a fund-by-fund basis.
Likewise, we can exclude funds or individual stocks from the
lending programme as required. Stock may be lent within an
agreed threshold thereby ensuring that a vote is cast in line
with the BMO voting policy and any concerns are expressed
directly through a letter to the company if necessary.
Within BMO GAM, where significant voting issues arise, we
may recommend to stop any further lending of stock, and, if
necessary, will seek, on a reasonable-efforts basis, to recall
all lent stock over the voting period. Examples of when this
may occur are on votes of strategic importance, situation
where we cannot make an informed voting decision, where
a vote is considered to be close and controversial and we
disagree with managements approach, an activist situation
or where an issue does not meet our voting policy or
environmental policies.
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Contact us

bmogam.com
Follow us on LinkedIn
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