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Different ESG Investment Engagement Styles, 

Asset Management Standards, and Laws 

R       r   r     v       h     v                        v    ,     j       p r        b   

    h    rk        wh     I  h   p w r    2008 r p r      h             r    , S r D v   

W  k r          

Before the recent crisis, there appeared to be widespread acceptance by institutional 

investors and the market of bank balance sheet preparation… as a means of enhancing 

returns on equity. Limited institutional efforts to engage with some UK banks appear to 

have had little impact on regulatory restraint before the recent crisis. 

R       r ’     r        h  r          w r  h p  r w     h  w k      h             r      A    

        h  p                 v    r  r   v r  r    h   r    ,  h  W  k r R p r    h r        

  w  r      h r h    r             Th  r p r    r               r  h  F         R p r     

C       (FRC)               w r  h p         pr v       r   w rk   r  h r h    r 

          ,       r  h           b  r     r    b    r q  r       r    h  F         

S rv     A  h r    (FSA,   w  h  F         C       A  h r     r FCA)  h              r  

wh  p r    p       k               b    wh  h r     h w  h    ppr   h    h  r 

pr    p      

F    w                ,    2010  h  FRC p b   h    h  w r  ’    r   A     M          C    

—   r        h       r    h   x       S            Pr    p        h  R  p    b           

I             Sh r h    r      A                2005 (wh  h w          b          1991 

        , Th  R  p    b           I             Sh r h    r      h    )  I     r  b    

pr       h       b           v  b   r   h             r    , b          w  h       b  k    w   

          r    k       b         v   I     r      p          h       w   r     v    r p  , 

  p                         r   

Th  A     M          C    2010 h     v   (7) pr    p     I               v    r   h      

• D         h  r p         h w  h   w      rr       h  r                  r  p    b       ;  

•   v    r b    p                                   r       r                            

     h   p           b  p b               ;  

• M     r  h  r   v         p     ;  

• E   b   h     r               wh       h w  h   w             h  r     v                    

pr               h        h r h    r v    ;  

•    pr p r          j       w  h   h r   v    r  wh r   ppr pr    ;  

•   v        r p         v                   v          v     ;      

• R p r  r     r       h  r                      v          v       

Th     C    w     r h r            2012,    r        h              b  w     h  r        

       w  r  (p                       r      )      h  r            r        h r       , 

b    h  pr    p    r                 r       h       Wh             h    r     p       

              r  k                 v       h     v  ,                h   r       h r b  

 p           r     r    p r      h  r                   rv      Th  r                  

 w  r      h r   r           r,  h             v        h                       v         

 h  r   rv    pr v   r   



 

 

                                                                                

 

Th     S  w r  h p C    h   b       p     r      h  w r           h          wr      

 h r   r    w    h          20   rk   ,   v   p   b      k  x h       r r       r   r b  

  v        b       h     v      k         pr v  b    pr        Th              

• G  b    — ICGN G  b   S  w r  h p Pr    p    (2016)   

• E r p — EFAMA S  w r  h p C    (2018)   

• A   r    — A   r      A      w  r S  w r  h p C    (2018)   

•  r z  — AMEC S  w r  h p C    (2016)   

• J p  — Pr    p      r R  p    b   I             I v    r  (2020)  

I     w r h         h   wh     h r       h  h    r                  b  w     h  pr    p       

   h     h         , wh  h  r                       h    v   pr    p        h     C    

2010,                  r     r   r      v r       r       I  h   b     r      h         r      

r      r    r    k         w p     h                            r   , wh     h    w  h  r    r 

         v  b  k    p      r    r   ph         h         P rh p           b  ,  h  

E r p    F         A     M          A           (EFAMA) C                   r      p  

    h     C    2012,  x  p   h                           p r                    r    pr    p   

            v      h            r     

UK Asset Management Amendment Act 2020:  

Th     A     M          A       rw        r               r       pr         pr      

 h  2020 v r         h    w, wh  h w   p b   h           2019  Th    w     , wh  h      

               1 J    r  2020,          12 pr    p    (p    6     r    v  pr    p      r 

  rv    pr v   r ),  p  r   7 pr v            hr          h     b r    p         h  2012 

  w       h  b        h             h   r w h     h           b    h     r        b      

    h         r   ’  b             v r  Th  pr v                                            

I      ,   v    r   r    w r q  r      r p r               h  r p r  r         ,      

  p r      ,  h  r           h   p r  r       Th    r      h        r p r   w r    b       

    h         M r h,             p     ,     v          r         r 2020   

R p r            v                        h;    h   w pr    p   h                       

 h        b  r p r        r q  r       r     x  p       wh   h   b    pr          

    v r     r        r      b        r     S      r    w            r       h  C   ’  

r q  r       b  p b   h    p                        w  h   b           r     , b           

         v r      b   r        r    h  r          

Th  12   w pr    p     r    v             r (4)  r   r   b     v r  w  (2)   p r               

• Pr    p    1    8    r     h                                    

• Pr    p    9    12           h  pr          p                   r    v  r  p    b          

Th          r p r   p       r        pp         h    r  pr    p    1, 2, 3, 5     6     h    w 

C     Th     v r   r    r          w  h    h    v         r              h      v r     , 

     r                      r                Th  r          b               r            h    

        r   v        h    h      r    r    r   p r         pr           h  b        r        

         

Pr    p    7     8 r q  r   h       r         ESG      r        h    v        pr          

               v        r         rv    pr v   r   D       r     r   v              h     b  



 

 

                                                                                

 

    xp            h w  h    pr        h v      v r   r          b h                   

b        r      

Pr    p    9  hr   h 12   v r             (    v     )  Th                       h    

pr    p    (wh  h  h     b  p r      h         r p r )                             h         

 h     p      ( r   h r   v            )      r          h              D       r        

           v      r      ,     j      v    r v     ,          xp       

P rh p   h        h              h  12 pr    p       pr    p   4, wh  h r q  r          r    

                r  p                      rk   w    r  k   S      v                     

  r     r          h  r  b             b h       b        r               r                  

pr      w                  rk               (S)       v r         (E)        , b     r 

      h              k                           b r     Th  r q  r         “            

               h  r        v                         r  p      ”       h r  k    p       

  w                 b r     v       h    wh    r     r          h               

   w r  h p r  p    b             h  A   r      A      w  r S  w r  h p C   ,   v   p   

b        r  b     h  A   r      C          S p r          I v    r  (ACSI), h           r 

 xp        ,     r pr    p   5  

A      w  r   h          r    b    r           b  w     h                  h            

           r       r  p      w  h  h      r               r    v    r   (ACSI 2018) Wh    

 h    w    C        pr v     b            r    b   r       r  r       k      pr        r , 

 h              r     pr p     h         J p  , wh  h h            w    h           

         Th r         v     r q  r  r p r         h  r           h      r      , b    h      

    r             w pr              h v                 p    (    r     h   w  h  h  

  p r          h    w    C   )  I          ,  h          h               h  J p      

A     M          C     r          w   

• Exp      v r                        ,     j     q    ;  

• T      rp r            b          ESG;  

• T       r           w  r            w  h                      pr v     r    r    r    

 b     h  r r        h                   h  r r h ;      

• T     r     h  p             rv    pr v   r      h  h  r r h      r      h   xp              

The UK Investment Management Code:  

Ap r   r    h    w    I v        M          C   ,  h  pr    p                  r     

 h  w r    r  r   rk b         r  Th r   r    p         x  r   v   pr    p   , w  h  h    r   

pr    p         r q  r      v    r     h v    p b    p                               h       

pr    p           h         r h           p   r p r                             v       

Th    r      h  pr    p     h        b  w     h     w    p       r q  r    

• R     r       r         v         p     ;  

• A   v             wh r  r   v    (          r   rr         “          ”,  r wh r  

                     w r h         p r    pr    p  );      

• Th   h                 v       

Tw  pr    p     h    r            b         w    pr      (   h   h  h    pp  r     h     

C       b  h               rr    v r     ) r q  r   h       w      



 

 

                                                                                

 

• I v    r   r  r q  r              h  r                  r       r                 

                r ;      

• Th                                     v               w                  j       w  h 

  h r                 v    r   

Th                   v                    r v r     b               r    b     h   r       

                  r  p r     ( r  p      h r h    r                  h    h          v    

    r      p      w  h        r      k  v r)  Th           h  p rp               v  

          ,              r         h  r   v                   h             

C rr                       w   r        pr            pp                          , b   

 h  r w r              r v     h  r  r                pr          p b     q       v          

Th   h   h  pr         r                     , b  h b  r       r        v    r ,     

 h           p                                        b   h      v    r , w r       

  v   p     r         q       v          

I  2016,  h  FRC     r   k   q                      h     C   ’         r    (         h  

 h     rr    2012 C   )  Th   w       b         h              h                   

    v          r  k   b      p       h                              p b   h   b     h 

       r     r  p        Pr    p   1  Th  r       r pr v            r    w  h             

wh  h   v   (1, 2  r 3)    q        h            r   w r    ,              r p     pr v      

    h  q                  r     

Th                    h   pr      w    h       h  300        r   , 120 w r         r      

b  T  r 1     b    pr       (“S      r    pr v           q            r   p r        r p     

    h  r                   ppr   h      xp         r    v   ppr   h   wh r  

 ppr pr    ”),    p r      40  h    h  FRC        r      b      h         r                 

               h  C   ’          r      h     r      h  pr       I  r             r wh  h r 

    h w  h  FRC w        r  k       r    pr         r            h    w C     I         ,  h  

  r    r       (    p r      r   r              )  xp              h    w 2020 C     r  

  k                r    r   v r      b  w           r     

Th     b r                              E r p       k          r                   

     w     h     r         r       h  Sh r h    r R  h   D r    v  II    J    2019  Th  SRD 

II,          k  w , w    r               xp          r   r      h    v                       

 x r      b             v    r   Th        k       r p             v      h     h  v      r  

EFAMA C    ( p         2018  r    h   r       2011 v r    )           p  h  h  E r p    

  rk     w r   br    r r       r   xp           D  p            ,  h    r    v       r  

 b     h r h    r r  p    b          

Exp          r   r                      r      r      b    w    w       b  r      Th    r   

    h        h   S ERISA   w,  h  E p      R   r      I      S   r    A      1974  

A      h  r q  r           h  A    r    v r    h   r                         ,    

p r      r,  h     v          v   r                r       r           b        r    (    r  h  

 S r     ,                    p       r         r     v   r       r   h r   r    bj    

    h         r )  A      h   b          r q  r       r  h         r       (     rr w   

            h  A  ;     h     b         h       h    r     , “       r      ” r   r      h  

         w     r             h                 h   S        r            )     h    h       

w    v           r                h    v         p              r    w  h  h     p       

Pr v      ,  h            rpr            h  A   w          r            r    ESG 

          ,                                         h                         pr x      r 



 

 

                                                                                

 

  v r                           w     b  r r         w     rpr   v              r   2018 

  pp r      r           w r  h p r     Th  r       r’  v  w,              h   S D p r      

     b r’  F     A                   N   2018 01,      r    h    r           v            

pr x        h r       r      b    xp          h      h     v       r    k         h      h  

         v         h    v            r   p           ,     r   k                        Th  

               h                  b  pr        r     x b     p r        wh r  ESG        

p                 p r        r  k             Th r               b        r v  w  h   

                      ESG   v                h v          b        v       r b        r    

–               w        b      w        h  v  p r           p       bj    v   w  h    

  k          r    k    v      

ESG Investment Engagement Styles:  

S           w  r  w     h                 r      w  h    p     ,  hr   h         b r  

wh         p r             r     h r  w    r        h  r  x  r               r         h  , 

   h r  hr   h p r             r  wh   r       r  p    b     r           h        ,  r 

 hr   h                  pr            ( r      b           b  h)  E              v      

         b        r        r       pr                              rv    pr v   r    

A                          v    r  r                p r        r  p     h      rv    pr v   r , 

pr x  v        v   r    r    Th    pr x    v   r  pr v                 (             ) 

v      r                 r      p b       p     ,                                v    r  

h r   h      pr v     h   r   w rk   r     r     h  r v                 r        M         

p     r  h  r   v        h    v                  

  h r                  pr v   r      r v r        r         v    r              rv    , 

       v                v    r                h  r b h           r                   r    ,  h  

       r               r                               w  h    p                   

b  r       b  b      Th  b  r          v         p        pr v        r             v  

          ,     w      v    r     h v   r    r r   h               b  w rk         h r 

w  h   h r       h r    v    b   r    r     C       v                        k  p     

 hr   h       r          v                  p     r  ,    h     h    pr v     b  PRI  r 

 h  I v    r F r       h      

ESG Engagement Styles: Top-Down and Bottom-Up  

T        x    ,                        r   p           h  h r          h        

                  Th r            r         h  k         ppr   h b  w           h   

h v    h    r                 h      G v r          (G)      h     h   h v  w rk     r  

    h  E v r         (E)     S      (S)   p       

Th        bv          r         h             r    E     S         r     r    h      r     

 h     p   ’  b       ,       w  h  h   h r              b   r    z   b       r, wh    G    

  r          b             w      r                  h        r          p r     b  

    r ph   E                           w  h     r    r           x      T             

             v      E v r             S                 p r     h      r    v      r    

     r   r   rk     Th                r            b   h b    r pr             r       

h  h   h          pr           w         r        h    p r   v      b           Th  

   v r       w               r  w  h   v    r r          r         b                 h     v  

 p         r                b  r    v     I v         r            w  h   G v r      

 r                             v         p     ,    r     w  h  h   h  r    (               



 

 

                                                                                

 

b      rp r       r   r )     w rk     hr   h  h  b  r        w                 r   

 h r    

Th     r      r          , b    h         r     h       r     b  w      p   w      b      

 p     v     M      v    r     b     h   w ,    h   h   b       p,    p            

                       r             w  h     v    v         ppr   h  , p r      r    h    

w  h        r     p r       ; M   wh   ,   p   w ,       b                         b  

  r                  w  h p    v   r br        v r       p r         

ESG Engagement Styles: Issue-Based and Company-Focused  

P    v    v    r        h r  w  h br        v r       p r          p          r  w  h         , 

wh  h r            b   h        r     w   r br    r           r  hr   h   r        r   h r 

r    r h pr v   r ,        k           w  h        p               b   h         (wh  h r 

         r       wh   ,  r  v     r  br     )  T p      ,  h     r     p               r 

wr                         p     ,      w   b       v r        A   v    v    r ,   p        

 h    w  h         p r       ,    r  w  h  h     p                   b              ,     

  v   p        r  ,                         ppr   h,           b   h    v              

C  p                 r  h    ppr   h  r                          rp r  r        p       r 

   p       h      b     h r            r ESG    r     Th     r     p                      k   

  r               w  h      r                 h    h  b  r   

  rr  F  k’              r    CE                 kR  k’             p           x  p      

 h        b      ppr   h   k   b  p    v    v    r   I  h   2019      r, F  k wr     h   

 h  r pr  r        r  h     r w r    

Governance (G), including your firm’s approach to board diversity; corporate strategy and 

capital allocation; compensation that promotes long-termism; environmental risks and 

opportunities (E); and human capital management (S). These priorities reflect our 

commitment to addressing issues that impact the firm’s prospects, not just in the next 

quarter, but in the long-term vision our clients are planning for. 

I     b      ppr   h                   p                x  p       b    pr             

p r      r      r  Th        b    v   p   pr  r     h                              b         

   r    r              w  h    p       h    r         r      h v          pr            

 xp              p             v        r       p   h    b    pr       ,   v    r        v  

 h       r  r  v r          r  pr          rw r   v r       C  p                        

         pr v  pr                b r    r   v    ESG                  v         p   ;  h  

             pr v   h  p r  r          h   v r    p r      , b  h      r      ESG     

  v        p r  r       

T     r    r   b    ESG             b      r             , p              YTT 

Consulting!   

https://www.ytt-consulting.com/
https://www.ytt-consulting.com/
https://www.ytt-consulting.com/

