
1

Coutts Stewardship 
Policy

2021



2 3

At Coutts, we invest with purpose and integrity, and 
with a keen focus on sustainability. And as a purpose-led 
organisation, stewardship is truly at the heart of what we 

do. 

For over 300 years, we have strived to be a long-term, 
indispensable partner for our clients and serve families 

over generations. Accordingly, we have always focused on 
creating long-term value for our clients and beneficiaries. 
As responsible investors, we also aim for our investments 

to deliver sustainable benefits for the economy, the 
environment and society.

Stewardship is core to our approach as a responsible 
investor and it is a duty we take seriously. We work with 

our voting and engagement partner EOS at Federated 
Hermes to ensure that of the companies we invest we are 

identifying ESG risks and opportunities and working 
with those companies to address any concerns. This 

report outlines that approach and demostrates how we 
incorporate stewardship into our investment activity.

Mohammad Kamal Syed, 

Head of Asset Management, Coutts, and Chief Investment 
Officer, NatWest Group
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This document details Coutts’ approach to stewardship and its statement of 
compliance with the 2020 UK Stewardship Code, which is overseen by the Financial 

Reporting Council. Its purpose is to protect and enhance the value that accrues to 
the ultimate beneficiaries. While the code is focused on the UK, it sets a standard for 

stewardship and engagement for non-UK investments. We seek to apply the same 
principles globally, taking in to account local practice and law.

Coutts’ report on its compliance with the UK Stewardship Code 2020 has been 
reviewed by the Coutts Investment Committee and approved by the Coutts Asset 

Management Risk Forum and signed off by the Head of Asset Management, Coutts, 
and Chief Investment Officer, NatWest Group - Mohammad Kamal Syed.

Our purpose and investment beliefs

Our purpose is to “champion potential, helping people, families and businesses to thrive”, and 
together with its focus areas (Climate, Enterprise and Learning), it underpins all that we do. 
We work together to provide the very best for our clients, whether by supporting their financial 
planning, helping to grow their businesses, ensuring their wealth has its intended consequences, 
and by building a diverse and inclusive workforce of the best talent in the industry. Part of 
the NatWest Group, Coutts Asset Management has as its purpose to secure our clients’ future 
by protecting and growing their assets, to remove or simplify the barriers for investing and to 
reduce the climate impact of how we invest. The launch of our group-wide Purpose in early 2020 
has allowed us to strengthen our stewardship, as it is embedded in the way we conduct business.

Example - B-Corp

In 2021 Coutts became a certified B-Corp. We’ve always been a business that strives 
for the best. We’ve looked after clients in the best way we can, advising and supporting 
families for generations to achieve incredible things. Our B Corp certification 
cements this. It reinforces our commitment to look after our clients in the best way 
possible, being flexible and supporting each client individually. We strive for the best 
performance for our clients. But at the very heart of our business is making sure that 
what we do doesn’t come at the expense of the planet. B Corps are businesses that stand 
for business as a force for good, balancing profit and purpose. The long-term aim of B 
Corps is to build a more inclusive and sustainable economy together.

How did we become a B-Corp?

Step 1 - Make the Legal Change
We amended our Articles of Association committing to  consider the impact of our 
decisions on not just shareholders  but all stakeholders (such as the community and 
planet).

Step 2 – Pass the Assessment
We achieved a verified score of more than 80 points on the  B Impact Assessment. This is 
an online portal with more than 200 questions specific to your industry. It spans five key 
impact areas: governance, workers, environment, customers and community. 

Principle 1: 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.
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Our culture is centred around three pillars:

• Our way of life: We respect each other above everything else and we challenge and 
debate to reach the right outcome. We work together as a high performing team and 
achieve a healthy balance in our lives.
• Our Potential: We believe everyone has the potential to grow. Our aim is to succeed 
collectively by being a learning organisation and to invest in future with coaching, 
training, support, and encouragement.
• Our Communities: We care about our local communities and the environment, with 
a particular focus on climate change. We encourage everyone to get involved in a bigger 
purpose to help make a difference, and we are proud of the communities we’ve built 
within  Coutts.

Our culture actively promotes effective stewardship and enables us to create long-term value 
for our clients, as it is based on collaboration, incremental growth and focuses heavily on our 
role in communities. It is these three pillars that guide us in our relationships with third-party 
funds and EOS at Federated Hermes, our longstanding engagement partner. Following our 
2020 announcement of our strategic partnership with BlackRock we have seen this strengthen 
our voting power and engagement influence as a responsible investor, but also delivering added 
benefits for our clients through increased trading efficiencies and improved manager pricing. 
Over 2021 we have further strengthened this relationship through a re-design of our passive 
index funds and further development of responsible investing policies, this is explored in 
principle 7.
 
Our culture is underpinced by our values:

• Serving clients: We exist to serve our clients. We earn their trust by focusing on 
their needs and delivering excellent service.

• Working together: We care for each other and work best as one team. We bring the 
best of ourselves to work and support one another to realise our potential.

• Doing the right thing: We do the right thing. We take risk seriously and manage it 
prudently. We prize fairness and diversity and exercise judgement with thought and 
integrity.

• Thinking long term: We know we succeed only when our clients and communities 
succeed. We do business in an open, direct, and sustainable way.

We have over 300 years of experience serving our clients and have always been guided by our 
values of collaboration, client service and long-term thinking. We believe our consistent values 
enable effective stewardship as they give us the mandate to manage and engage on our invest-
ments in a way that delivers sustainable value for clients.

Our purpose drives effective stewardship

Coutts regards stewardship, as defined by the 2020 UK Stewardship Code, as integral to our 
investment process, and our purpose is inherently connected to our commitment to be a 
responsible investor. We define responsible investment as the integration of environmental, 
social and governance (ESG) factors into our investment processes and ownership practices. 
We believe that embedding responsible investing principles into our investment process will 
lead to better informed investment decisions and that ESG factors, over time, have the potential 
to have a positive impact on investment portfolios. We also believe that strong corporate 
governance practices and management of environmental and social risks are important drivers 
to the creation of long-term shareholder value. In addition to this, our emphasis on voting and 
engagement with our direct and fund holdings enables us to embed our purpose and values in 
the way we drive change within our investee funds and companies.

Example – Purpose:

Our Purpose, which identifies climate change as one of its three priorities, is a 
cornerstone of our approach to responsible investing. It guided us to set targets to 
reduce the carbon intensity of our funds and portfolios of which we reduced our carbon 
intensity by 38% on average vs our 2019 baseline.1

1 Based on December 31st 2019 vs December 31st 2021 data
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Our Responsible Investing Policy describes how we integrate environmental, social and 
governance factors into our investment decision-making processes, and our Responsible 
Ownership Principles outline our approach to ownership and governance of companies in which 
we invest.

As an active investor, Coutts takes a blended approach to investing via direct securities, external 
active funds, low-cost index funds and our own Coutts funds. On behalf of our clients we 
manage portfolios at all levels of risk – from 100% bonds to 100% equities, with balanced the 
most popular choice centred around 50% equity exposure.

When managing investments, we focus on three factors: managing risk, managing costs, and 
investing responsibly – which fits naturally with our five investment beliefs.

• Macro-informed asset allocation: we believe this is a key driver of returns over the long 
term.

• Value and Selectively Contrarian: we look for assets that are inexpensive and may be 
unpopular and out of favour.

• Diversification: essential to broaden sources of return and manage risk in a robust way.
• Quality: we seek well-managed and stable institutions which aligns with our approach 

to responsible investing.
• Patience: we focus on long-term opportunities and do not overreact to short-term noise.

Example – Exclusions:

Patience is one of our core investment beliefs. It means that our funds and portfolios 
are in a position to take advantage of long-term opportunities. This enables effective 
stewardship as we can engage with the companies and funds, we invest in to drive posi-
tive change. For example, we do not have blanket exclusions on fossil fuels as we believe 
there is value in identifying the companies that are leading the transition to a low-carbon 
economy and engage with them to support and speed up this process.

Our investment principles provide us with the roadmap for the way we look at the world and 
the way we run our business. We are not conflicted as our business model is one where we stand 
independent of any third-party investment bank or asset manager, which means we have free-
dom of choice in how we form and represent our investment beliefs in our clients’ funds and 
portfolios.

Our Purpose, values, strategy, and investment beliefs are client-centred and designed to enable 
us to serve the best interest of our clients effectively. Coutts, as a relationship bank and asset 
manager on behalf of our clients, delivers consistent value for its stakeholders by providing 
diversified, actively managed investment solutions with a focus on ESG integration and active 
stewardship. This has allowed us to deliver strong returns while safeguarding the interests of all 
stakeholders.

Governance structure

The Coutts Investment Committee is tasked with 
the governance and oversight of all client investment 
outcomes, which includes responsible investing and 
stewardship. The Asset Management Risk Forum 
meets monthly to review, manage and monitor 
operational, compliance and conduct risk. Where 
output from these meetings relates to climate-related 
matters this is presented to the Private Banking 
Climate Change Working Group before progressing 
to the Private Banking Risk Committee. Day-to-
day oversight for the allocation of client capital rests 
with the Tactical Asset Allocation Forum, which 
includes input from our Head of 
Responsible Investing. The development of our 
approach to responsible investing is led by the 
Responsible Investing team and is informed by 
the Responsible Investing Forum, which includes 
members from across the business.

Final accountability sits with the Coutts Board on behalf of Asset Management. Accountability 
and implementation of responsible investment, of which stewardship forms an integral part, is 
distributed across Coutts Asset Management and across different levels of seniority and areas of 
expertise. This allows for a diverse range of insights and fosters collaboration to ensure effective 
stewardship. The table below provides an overview of the teams involved in stewardship and the 
allocation of stewardship responsibilities.

Coutts Board

Asset Management 
Risk Forum

Investment 
Committee

Tactical Asset 
Allocation Forum

Responsible 
Investing

Forum

PB Risk 
Committee

PB Climate 
Change WG

Decision-making body

Forum

Oversight/accountability
 for stewardship

Implementation of 
stewardship

Board members or trustees Yes No
CEO, CIO, COO, Investment Committee Yes No
Head of Responsible Investing Yes Yes
Portfolio Managers No Yes
Investment Analysts No Yes
Dedicated responsible investment staff No Yes
Responsible Investment Forum No Yes

Principle 2: Signatories’ governance, resources and incentives support stewardship.

https://www.coutts.com/content/dam/rbs-coutts/coutts-com/Files/responsible-investing/Responsible%20Investing%20Policy.pdf
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Coutts Asset Management manages all investments on behalf of the NatWest Group (NWG). This 
includes the NatWest and RBS funds offered through the NatWest Invest and RBS Invest platforms. 
These funds are managed on a discretionary basis, but there is collaboration within the wider NWG 
regarding delivery and customer journeys. Coutts Asset Management also works with the wider 
NWG to share expertise around responsible investing and to achieve the Group’s Purpose. The Coutts 
Responsible Investing team feeds into the Private Climate Change Working Group and, where 
relevant, provides regular updates to the Climate Change Executive Steering Group.

Effectiveness of governance structures

Our governance process allows us to drive change relatively quickly, while keeping senior 
management involved and informed in the process. Decisions relating to stewardship feed up to and 
are approved by the Investment Committee, and information is then disseminated up and down. 
Our two designated ESG groups (the RI forum and the PB Climate Change Working Group) allow 
us to get stakeholder buy-in before seeking official approval, which increases the effectiveness of our 
governance process.

The way that we are looking to improve our governance process in the next year is to have clearer 
delineations of responsibilities, with the goal of creating greater clarity where responsibilities lie and 
avoid duplication of efforts.

Our people
All staff in the Coutts Asset Management team are responsible for the implementation of our 
responsible investing strategy, and this forms part of everyone’s objectives, regardless of seniority. 
Some examples of teams that are directly involved in stewardship are:

While the members of the Asset Management team come from a wide range of backgrounds and 
have different qualifications, ranging from CFA, CFA ESG, PCIAM to IAD, the business employs 
significant efforts and resources to educate staff on stewardship. Some examples are listed in the next 
section.

• Investment strategy team: incorporate stewardship into our strategic and tactical asset 
allocation

• Fund research team: select best-in-class funds when it comes to ESG and active 
stewardship

• Risk team: incorporate ESG risks into our risk framework
• Wealth managers and investment specialists: communicate our approach to stewardship 

with clients
• Responsible investing team: set our stewardship strategy and policies
• Product teams: design our investment products in a way that enables effective stewardship

Appropriately resourced

In line with our purpose and our commitment to be a responsible investor, we are investing in 
training and education for our staff, both within Coutts Asset Management and the wider bank.

The importance of stewardship is highlighted in all of the above initiatives, and we believe these have 
led to improved confidence of our advisers  when talking about ESG incorporation with clients, and 
increased our workforce’s awareness of the importance of ESG and stewardship integration into our 
investment process.

• Every member of our fund selection team has committed to achieving the CFA UK ESG 
Qualification.

• All Coutts staff are required to undertake yearly training on Responsible Investing, which 
takes the form of online training, in 2021 over 1,700 colleagues completed this training. 

• The Responsible Investing team regularly present at a wide range of internal forums on 
either topical events or investment decisions. These forums range from weekly investment 
calls attended to all-bank meetings. 

Example – Climate change training:

A bespoke Climate Change Transformation Programme was provided for 1,007 priority and 
customer facing colleagues during 2021, designed in collaboration UoE B-CCaS. Developed 
specifically for NatWest Group to build climate capability through blended self-paced exercises 
and recorded discussions from a range of academics, all experts in their field. 85% of those that 
completed the programme were confident ‘knowing how to respond and make decisions on 
climate change impacts within the organisation.’ compared to 32% at the start of the programme.

Climate Governance Structure

As shown on the  following page Coutts Asset Management feeds into the Private Climate Change 
Working Group, which sits at the franchise level and reports upwards ultimately to the Group Board. 
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Climate Governance Structure  across NatWest Group

Governance

Supporting effective decision-making through an integrated approach
Board and senior management oversight of climate-related risks and opportunities is supported by embedding climate 
within our established governance structure and operating rhythm. 

Franchise, Functional and Legal Entity Executive Climate Leads
Nominated by their accountable Executives, this group is responsible for sponsoring and leading climate-related activity within their areas. 

Examples of local level collaboration groups to support the Leads and their aligned accountable Executives are shown below

Climate Centre of Excellence
Provides guidance, expertise and advisory support. It provides access to expertise bank-wide where there are specific capability gaps.

Cross-bank Climate Working Groups
Play an important role in championing One Bank collaboration across business areas, functions and legal entities

Retail Banking
Retail Climate Steering Group

RBS International
RBSI Environmental, Social and  

Governance Steering Group

Private Banking
Private Climate Change Working Group

NatWest Markets
NWM Climate & Sustainability Committee

Own Operations
Driving climate action throughout  

the operational value chain

Commercial Banking
Commercial Climate Steering Group

Franchise, Functional and Legal Entity Executive & Risk Committees
Support the Executives in discharging their individual areas of responsibility, including on embedding climate change within each area

Board level governance Group Board
Establishes purpose, sets strategic aims, monitors and oversees progress against strategic climate targets

Board Risk Committee

appetite reporting

Sustainable Banking Committee
Oversees progress against 

purposeful climate commitments

Audit Committee
Considers non-financial 
disclosures and controls

Performance & Remuneration 
Committee

Oversees link between climate strategy 
and remuneration

Executive level governance Group Executive Committee/Group CEO and Accountable Executives
Overall accountability for delivery of sustainable business performance including identifying and managing financial risks from climate change

Executive Risk Committee
Chaired by the Group CEO, reviews and 

challenges all material risk exposures 
including operational, reputational and 

climate risk

Executive Disclosure Committee
Chaired by the Group CFO, reviews all 
significant disclosures including ESG 
matters with the support of its ESG 

Disclosure Steering Group

Climate Change Executive  
Steering Group

Chaired by the Director of Strategy & 
Ventures, responsible for delivery and 

implementation of strategic 
climate ambitions

Group Reputational Risk Committee
Chaired by the Group CRO, reviews and 

challenges NWG reputational risk appetite, 
policies and material exposures, including 

significant climate decisions

Business, services and 
functional governance 

2.1

For further information on the Group’s corporate governance framework refer to the Corporate Governance section of the 2021 Annual Report and Accounts.

15NatWest Group plc 2021 Climate-related disclosures report

Introduction
G

overnance
Strategy

R
isk M

anagem
ent

M
etrics and Targets

G
lossary

Considers current and potential future 
climate risk exposures and climate risk 

Source: https://investors.natwestgroup.com/~/media/Files/R/RBS-IR-V2/results-center/18022022/2021-climate-related-disclosure-report.pdf
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Diversity

NatWest Group continues to focus on building a more diverse and inclusive organisation. As one 
of the first signatories  to HM Treasury Women in Finance Charter we reported to HM Treasury 
that as of June 2021 the proportion of women in the global top three levels of our organisation was 
40%.  This represents an 8% increase from when we first published our commitment to the Charter 
in September 2016, and a 11% increase since we introduced formal gender targets at the beginning 
of 2015. We have a target to have full gender balance in our CEO-3 and above global roles by 2030. At 
31 December 2021, we had 38% women in our CEO-3 and above global roles, a decline of 1% since 31 
December 2020.

At NatWest Group our ethnicity target is to have 14% Black, Asian and Minority Ethnic colleagues 
in our CEO-4 and above UK roles by 2025. At 31 December 2021, of 86% of colleagues who have 
disclosed in CEO-4 and above UK roles, we have 11% Black, Asian and Minority Ethnic colleagues. 
This represents a 3% increase since targets were introduced. We also have a target to have Black 
colleagues occupying 3% of CEO-5 and above UK roles by 2025. At 31 December 2021, we have 1.5% 
of colleagues who identify as Black in CEO-5 and above UK roles. Overall, of those who disclose their 
ethnicity, 2% of our colleagues in the UK identify as Black.

38%

62%

CEO-3
(Women)
CEO-3 (Men)

Gender Balance across NatWest Group

Ethnicity Advisory Council

In 2021 NatWest Group re-launched our Ethnicity Advisory Council, tasked with guiding and 
supporting us on our ethnicity and inclusion strategy. Made up of diversity & inclusion leaders and 
specialists from across different industries including journalism, business and education, the Council 
members will draw on their expertise and experience to provide critical challenge, guidance, and 
direction on our inclusion plans, specifically around ethnicity.

Example – Banking on Racial Equality:

In 2020 we published a report Banking on Racial Equality: A Positive Roadmap for Change. 
Following this we published an interim report outlining the progress we’ve made on our 
commitments in the first six months. 
• Ensuring frontline colleagues don’t have to tolerate racial discrimination – we’re strengthening 

our current account and savings terms and conditions to expressly include that any racist or 
other discriminatory conduct towards our staff is a reason to allow us to close an account.              

• Leading on disclosures – we’ve enhanced our ethnicity pay gap reporting1 to provide more 
detail, including the percentage of colleagues receiving a bonus and representation by pay 
quartile.

• Continuing our support of UK business - we’ve set a target of minimum of 20% of our 
enterprise programmes to be with Black, Asian or Minority Ethnic-owned businesses.

• Removing barriers to financial capability - we’re using insight from external research and 
from colleagues with first-hand experience of the barriers our Black, Asian and Minority 
Ethnic customers experience, to identify opportunities to improve our existing financial 
capability offering.

• Industry-first research - we’re researching the role ethnicity plays in people’s financial lives 
- highlighting differences in the use of some retail products and services by ethnicity; this 
will help us to further investigate our customers’ needs and better address them. We’re also 
partnering with the Centre for Research in Ethnic Minority Entrepreneurship2 (CREME) at 
Aston University, to highlight barriers faced by ethnic minority-led firms.

• Diverse and sustainable suppliers - our Supplier Charter3 sets out our aims and expectations 
regarding our suppliers’ diversity and inclusion, ethical business conduct, human rights and 
environmental sustainability. It also outlines our own commitments in these key areas and the 
outcomes we can achieve by working together.

1 https://www.natwestgroup.com/content/dam/natwestgroup_com/natwestgroup/pdf/natwest-ethnic-
ity-pay-gap-for-2020.pdf
2 https://www2.aston.ac.uk/aston-business-school/research/research-centres/CREME
3 https://www.natwestgroup.com/content/dam/natwestgroup_com/natwestgroup/pdf/supplier-char-
ter.pdf

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/519620/women_in_finance_charter.pdf
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Performance management and reward programmes

The incorporation of responsible investment, which includes proper stewardship, forms part of the 
performance objectives of all Coutts Asset Management staff. All Asset Management staff have the 
objective to contribute towards enhancing responsible investment outcomes within our end to end 
investment process and documenting through Continuing Professional Development (CPD) hours 
being logged that relate to the topic. Moreover, our ExCo remuneration policy is directly linked to the 
achievement of our purpose, which responsible investing contributes towards. 

Use of service providers

Stewardship activity in our direct equity and Coutts funds is led by EOS at Federated Hermes, which 
provides Coutts with voting recommendations based on our voting policy1, which are input on the 
voting platform prior to the vote deadline. The voting recommendations are reviewed by the equity 
team and typically cast as voting instructions, except in the case of share blocking votes.
For our security selection we draw on data from MSCI, an external data provider, to obtain inputs 
on a range of ESG metrics. In addition to this we also use Morningstar’s data for external investment 
funds that are used in our multi-asset portfolios, with the goal of helping us assess ESG risks and 
opportunities. Morningstar uses Sustainalytics data to aggregate ESG metrics for funds.

Limitations

While stewardship is integral to our approach to responsible investing, our limited exposure to direct 
equity limits our ability to directly exercise our stewardship rights. However, in 2020 we entered 
into a relationship with Blackrock that helped us deliver six fully customised funds. On these funds, 
we are able to vote and engage in line with our policies and in a manner consistent with our direct 
equity holdings. Where we invest through other third-party funds, we expect them to exercise 
their stewardship duties to the same standard as we would if we were in control of the assets. As 
mentioned in principle 7, we have a rigorous due diligence process to identify funds that align with 
our responsible investment principles, and we engage with the managers of the funds we invest in to 
ensure proper stewardship.

Furthermore, we recognise that there are limitations to the influence we have with our government 
bond holdings. We are working to improve our capabilities by working internally within the NatWest 
Group and externally through initiatives such as the PRI and IIGCC who do engage on government 
policy. We are also continuing our work of engagement with bond issuers and bond fund providers. 

1 https://www.coutts.com/content/dam/rbs-coutts/coutts-com/Files/responsible-investing/Voting%20Policy.
pdf

Principle 3: Signatories manage conflicts of interest to put the best interests of clients 
and beneficiaries first.

Coutts-wide policy

Coutts conducts its business according to the principle that it must manage conflicts of interest 
fairly and effectively, both between itself and its clients and between one client and another. The 
protection of our clients’ interests is our first concern and Coutts maintains and operates effective 
organisational and administrative arrangements with a view to taking all reasonable steps to identify, 
monitor and manage conflicts of interest.

A conflict of interest may arise as a result of Coutts owing duties and obligations to one or more 
clients and where Coutts has financial or other interests in the outcome from providing services or 
executing transactions. More specifically, conflicts of interests may arise when:

Our Conflicts of Interest Policy and relevant operational frameworks for the identification and 
management of conflicts of interest are in place in order to safeguard our clients’ interests and set 
out the principles observed by Coutts to this effect. Our Conflicts of Interest Policy is reviewed 
regularly to assess whether we are continuing to take appropriate steps to manage conflicts that may 
have an adverse effect on clients. Senior management is involved in the escalation, clearance and 
management of the conflicts identified, setting out the appropriate conditions for their management 
as required.
A summary of our Conflicts of Interest policy is available on our website and the full policy will be 
made available on request.

• The interests of one client are, or may be, contrary to the interests of another client
• The interest of Coutts and/or NatWest Group, or a company connected to it, is different 

from its clients’ interest
• Coutts and/or NatWest Group influences the outcome of certain transactions in a way 

which may result in it favouring one client’s interests over those of another
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Stewardship conflicts of interest

Coutts primary responsibility regarding client investment assets is to try to add value over the long 
term. Our principal objective when considering how to vote or whether to engage with a company is 
to ensure that we fulfil our duty of acting in the interests of all our clients. The table below outlines 
potential conflicts of interest and how they are managed.

Coutts does not invest directly in its parent company, NatWest Group, plc (NWG). There were no 
conflicts of interest identified at a Coutts level over the reporting period.

Conflict situation Example How we manage the conflict
Individuals on the board of a company 
that we engage with or vote on have 
a private or commercial relationship 
with Coutts/NatWest Group. Because 
we apply judgement in our voting 
activities (to permit us to override 
voting recommendations given by EOS 
in accordance with our Responsible 
Ownership Principles), there is a risk 
that conflicts of interests could influence 
these activities.

Where a client serves 
on the board of a 
company we hold, 
and we intend to 
vote against their 
directorship or against 
management we may 
come under pressure to 
change this decision.

Where this conflict of interest 
arises, we will report it to 
Investment Committee. If we 
believe the issue warrants further 
deliberation, we will escalate the 
conflict to Private Banking Risk 
Committee.

Our staff or clients may have personal 
relationships with the companies we 
are engaging with or voting on. Because 
we apply judgement in our voting 
activities (to permit us to override 
voting recommendations given by EOS 
in accordance with our Responsible 
Ownership Principles given by EOS), 
there is a risk that conflicts of interests 
could influence these activities.

A member of our 
Investment Committee 
may have an outside 
relationship with a 
board of directors for a 
company we hold.

All staff must declare and seek 
approval for outside interests, 
including board/ trustee roles. 
All staff must seek approval for 
Personal Account Dealing.
All staff complete NatWest Group 
Policy Learning modules which 
cover conflicts of interest
Where this conflict of interest 
arises, we will report it to 
Investment Committee. If we 
believe the issue warrants further 
deliberation, we will escalate the 
conflict to Private Banking Risk 
Committee.

Our engagement, voting or policy work 
may be in conflict with our parent group, 
NatWest Group, which seeks to influence 
our process.

We may be asked to 
alter our vote for a 
director who is close to 
our parent company or 
desist from policy work 
that could impact our 
parent company.

Where this conflict of interest 
arises, we will report it to 
Investment Committee. If we 
believe the issue warrants further 
deliberation, we will escalate 
the conflict to Private Banking 
Executive Committee.

Stewardship partner conflicts of interest policy

EOS conflicts are maintained in a group conflicts of interest policy1 and conflicts of interest register. 
As part of the policy, staff report any potential conflicts to the compliance team to be assessed 
and, when necessary, the register is updated. The conflicts of interest register is reviewed by senior 
management on a regular basis.

Our Responsible Ownership Principles frame voting recommendations given by EOS at Federated 
Hermes. While this framework provides rigour to voting decisions, we are aware that conflicts of 
interest may arise. If Coutts believes it should override the recommendations of EOS at Federated 
Hermes, then Coutts will document the decision and rationale

1 https://www.hermes-investment.com/ukw/wp-content/uploads/2020/05/stewardship-conflicts-of-inter-
est-policy-2020.pdf

Training

All staff are required to follow NWG policies relating to Handling Confidential and Inside 
Information and Market Abuse, and mandatory training is made available for all staff to make sure 
they are aware of these policies.

Example (EOS) – Engagement at a company where client’s chair is a non-executive 
director:

EOS recognised the particular sensitivities for both the client and company when a significant 
client’s chair also sat on the board of a public company which needed a highly active engagement. 
EOS were open and direct with the client and the company, flagging the issue but also making 
clear that the situation could not influence their work on behalf of all clients. This engagement 
included recommending voting against board sponsored resolutions at the company’s AGM and 
asking directly for significant change to the board and to governance practice – EOS Stewardship 
Conflict of Interest policy 2020
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Principle 4: Signatories identify and respond to market-wide and systemic risks to pro-
mote a well-functioning financial system.

Identifying market risks and systemic risks

As an asset manager our primary objective is to manage financial risks and returns. As mentioned 
in principle 1, we consider macroeconomic factors when assessing risk, as we believe this is a key 
driver of returns in the long term. We also believe that it is important to incorporate a wider range of 
environmental, social and governance factors.

The objective of our risk framework is to provide an environment to deliver steady, risk-controlled 
investment returns. The framework guards clients’ long-term strategic investment objective while 
carefully monitoring the short-term tactical asset allocations. It ensures that we steer our portfolios 
under all type of market environments, especially during market turmoil. The robustness of our risk 
framework is constantly tested and reviewed. 

Example : Net Zero Alignment

We identify climate change as a key risk within our investment process, and we consider this 
as both a topic for engagement and a decision-factor when making asset allocation changes. 
We further strengthened that commitment when we joined the Net Zero Asset Managers 
Initiative(NAZM). Through joining NZAM it signals that we recognise climate change as a clear 
and significant risk that we want to address through market and investor collaboration and 
engagement.  In our membership we commit to support global efforts to limit global warming to 
1.5c Celsius and net zero by 2050 or sooner. We will demonstrate this by publishing out net zero 
strategy which outlines our short, medium and long term goals to ensure that we are on the right 
trajectory. 

Through EOS at Federated Hermes climate change is an engagement priority and we will engage 
with the companies we invest to ensure they are setting corporate net zero strategies as well as 
supporting effective policy making that is aligned to the goals of the Paris Agreement. 
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Our in-house risk budget model outlines controlled boundaries based on clients’ risk profiles, and 
highlights any issues relating to outperformance or underperformance, which may indicate that 
we’re taking too much or too little risk. It uses limits such as asset class bands, volatility bands and 
tracking error bands. As detailed below we employ a number of qualitative and quantitative models, 
such as stress testing models and factor analysis models, to diagnose risk exposures of our portfolios.

We use historic and forward-looking stress testing as a tool to explore specific situations and events:

In addition to this, factor exposure analysis forms an important part of our investment process. 
We use both macroeconomic factors and style factors (such as measures of value, momentum, and 
volatility). We believe this combination provides an additional way to assess investment return 
opportunities, which complement our traditional asset class views. It also helps us identify any 
excessive risk factor exposures, and indicates the estimated performance during historical and 
simulated environments, which gives us an extra layer of comfort for any known risk, such as 
economic risk, credit risk, liquidity risk, FX risk and political risk among others. We consider the 
following macroeconomic factors to assess the extent to which portfolios are exposed to factors such 
as economic growth, real rates and inflation, credit, emerging markets, commodities, liquidity, 
foreign exchange rates, etc. We then identify how the performance of each asset class is exposed to 
these factors. For example:

We make asset allocation views following our assessment of both macroeconomic and style factors. 
For example, if our analysis indicates a healthy economic outlook then we would increase our 
exposure to equities.

Another important part of our risk framework is the performance trigger mechanism: it acts 
as a “circuit breaker”, which protects our portfolios from any shock. The mechanism operates 
at three layers, which are at portfolio level, asset class level and individual stocks/fund level. It 
provides further security on any type of new risk emerging in the market, which are unforeseen or 
unprecedented, whether it is a Macro economic impact, such as COVID-19 or a micro impact, such as 
a sharp drop in a single fund/stocks.

• We use a variety of measures that in the past have been reliable guides to the future, known 
as leading indicators.

• We assess the probability of various scenarios and use the estimated portfolios’ outcomes to 
guide asset allocation

• We also stress test portfolios to see how they would react to events that are less likely to 
happen

• Equity markets are driven largely by conditions in the underlying economy
• Developed market government bonds are influenced by real rates and inflation
• High yield bonds are exposed to broader conditions in credit markets

In addition to more traditional risk measures we recognise that climate change is likely to have an 
impact on the long-term value of investments that we manage on behalf of our clients. Therefore, we 
are working to identify potential opportunities and risks, which include physical and transitional 
risks affecting both Coutts as an asset manager and the assets that we manage. Moreover, we want 
to understand how best to integrate climate-related concerns into our business and investment 
decision-making. While climate change is a material financial risk, other, more traditional macro-
economic risks may still dominate in financial terms. Our approach to identifying and managing 
climate-related risks and opportunities is detailed in our TCFD statement1, which is publicly 
available on our website.

Our risk framework is designed to enable effective identification and management of risks, 
whether these risks are systemic or idiosyncratic, and we are comfortable in our ability to identify 
the majority of risks when they arise. However, when it comes to the identification of systemic 
risks relating to ESG, it is more difficult to obtain reliable, consistent data. The lack of common 
methodologies around assessing ESG factors can at times impede the inclusion of ESG-related 
systemic risks into our risk framework. We have identified this as a development area and are in the 
process of strengthening our access to ESG data to better enable the incorporation of ESG-related 
risks into our risk framework.

1 https://www.coutts.com/content/dam/rbs-coutts/coutts-com/Files/other-documents/TCFD.pdf

Example : Market Outlook

Given the commitments made at COP26 in November, we are expecting governments in 2022 to 
come out with increased regulations and standards on net zero and emissions between now and 
2025, impacting the valuation of companies and funds. It’s therefore more important than ever to 
incorporate risks and opportunities arising from climate change into the investment process when 
managing portfolios for the long term, and this is where Coutts is leading. ESG criteria is part of 
our DNA, rather than an opt-in for a small portion of our clients.

More broadly, the scope of asset management as an industry is enormous, with over $100 trillion 
assets under management. We’re expecting investors to step up more than ever before, enforcing 
votes on climate shareholder resolutions, as well as transparency around voting process and 
engagement. Other trends we expect are the mainstreaming of net zero carbon goals as best 
practice for businesses and an increased focus on biodiversity at a company level. In the UK, the 
Office for Environmental Protection (OEP) will become operational in early 2022, making sure 
the UK government and public authorities meet their long-term green commitments.

Another space to watch is the significant growth in green bonds supported by a diverse range 
of sectors, issuers and countries. The UK’s issuance of green gilts, in which Coutts invested 
£450 million, showed demand has not yet been satisfied. We’re also expecting an increase in 
sustainability bonds focusing not just on green themes, but on social characteristics.
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Working with stakeholders and industry initiatives

Coutts takes part in the following industry initiatives:

As a part of the wider NatWest Group, we are involved in the following industry initiatives:

• As a PRI signatory we take part in a number of initiatives, including roundtables, 
information sessions and working groups, where relevant. We have previously attended 
PRI-led roundtables and will join those discussion that we believe are related to our 
investment activities.

• As a member of Climate Action 100+, we form part of an investor-led initiative to ensure 
the world’s biggest emitters are taking action. Climate Action 100+ is supported by 615 
investors reporesenting $65 trillion in assets and targeting 80% of global industrial 
emissions.

• As a member of the Net Zero Asset Managers Initiative, we join a group of 236 signatories 
representing over $57.5 trillion in AUM and demonstrate our support of the goal to reach 
net zero greenhouse gas emissions by 2050 or sooner.  

• As a member of the Institutional Investors Group on Climate Change (IIGCC) we have 
attended working groups, joined regulatory policy briefing calls and provided commentary 
on policy and corporate programmes.

• As members of IA and PIMFA we engage with these bodies in areas where there is a 
potential impact on us as a bank and our portfolios/funds. We contribute to responses 
to consultations where relevant, attend discussion groups and other events, and provide 
representatives on some working groups. For our funds we also engage with IA’s sister 
organisation, Irish Funds, that covers all funds domiciled in Ireland.

• NatWest Group was the banking sponsor of COP26, which underscores our determination 
to be a leading bank in addressing climate change. Both NatWest Group and Coutts 
recognise the need for collaboration and cooperation that must take place between 
governments, businesses, regulators and society, and the key role of the finance sector to 
support the transition to a low-carbon economy. We believe that effective international 
cooperation on climate change is instrumental in improving the functioning of financial 
markets.

• NatWest Group is one of the Founding Signatories of the Principles for Responsible 
Banking, committing to strategically align its business with the Sustainable Development 
Goals and the Paris Agreement on Climate Change. The Principles for Responsible Banking 
provide the framework for a sustainable banking system that responds to and drives today’s 
expanding global sustainable development economy, and guide the banking industry to 
align itself with society’s goals as expressed in the Sustainable Development Goals and the 
Paris Agreement.

Our stewardship provider EOS regularly engages with a wide range of stakeholders on behalf of its 
clients. This includes government authorities, trade bodies, unions, investors, and NGOs, to best 
identify and respond to market-wide and systemic risks. At times they will also collaborate with 
other investors in pursuit of improved outcomes. 

EOS are members of the following indusry initiatives:

• NatWest Group is the first major UK bank to sign up to the Partnership for Carbon 
Accounting Financials (PCAF). PCAF is a collaboration between financial institutions 
worldwide to enable harmonised assessments and disclosures of greenhouse gas emissions 
financed by loans and investments. PCAF promotes the well- functioning of markets by 
facilitating collaboration between financial institutions worldwide to enable harmonised 
assessments and disclosures of GHG emissions financed by loans and investments. 
Improved disclosure and collaboration enable us to better identify and respond to systemic 
risks related to climate change.

• NatWest Group joined the Powering Past Coal Alliance. As part of the alliance, we will plan 
a phase out of coal for UK and non-UK customers who have UK coal production, coal fired 
generation and coal related infrastructure by 1 October 2024 and plan a full phase out of 
coal by 1 January 2030.

• NatWest Group are a member of the UN Global Compact signaling their support for 
sustainable business practices. The UNGC is supported by 15,000 companies across 160 
countries. 

• Both Coutts and NatWest Group are members of the Sustainable Markets Initiative with the 
vision to accelerate global progress towards a sustainable future. At COP 26 NWG hosted 
HRH The Prince of Wales’ Sustainable Markets Initiative Terra Carta Action Forum, which 
brought together partners, customers and charity leaders to examine the barriers that 
tackling climate change bring to SMEs.

• Climate Action 100+
• Principles for Responsible Investment: founding 

member and chair of the drafting committee that 
created the PRI in 2006

• Asian Corporate Governance Asociation 
• Canadian Coaliton for Good governance
• CDP
• Investors for Opioid & Pharmaceutical 

Accountability

• Investor Alliance for Human Rights
• Investor Initiative on Mining & tailings 

Safety 
• International Corporate Governance 

Network (ICGN)
• The Instituitional investors Group on 

Climate Change
• UN Guiding Principles Reporting 

Framework
• US Council of Instituitonal Investors (CII)
• 30% Club

EOS 2021 Annual Review
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Principle 5: Signatories review their policies, assure their processes and assess the 
effectiveness of their activities.

Policy reviews

All our policies relating to responsible investing are reviewed and updated at least annually to reflect 
changes in our approach, progress made and additional information that has become available. 
Policies are reviewed by the responsible investing team, who will assess whether policies can be 
updated to include new developments in terms of stewardship. For example, we might update 
our TCFD statement to include information on the scope 3 emissions of our investment funds 
and portfolios where we currently only disclose scope 1+2. Significant changes to our responsible 
investing policies will pass through internal governance, as detailed in principle 2. Principle 7 sets 
out the review process we undertake with the funds and companies we invest in.

We actively monitor and review the activities of our stewardship provider, EOS at Federated 
Hermes, through quarterly calls and regular reports. This also includes ad-hoc engagement progress 
discussions and direct participation in engagements where appropriate. EOS also provides a client-
facing portal which allows us to refer to the full history of engagement of each company and track 
progress. As mentioned in principle 9, EOS conducts engagements using specific milestone-driven 
objectives, which allows us to effectively keep track of the stewardship activity delegated to them. 
They also publish a 3-year engagement plan, which is updated yearly to reflect progress made. This 
document is publicly available on our website1.

Furthermore, we undertake due diligence on all our third-party research providers, which takes the 
form of an annual review. Coutts is also a member of the EOS Client Advisory Council, in which 
we discuss potential focus areas and key issues, review policy changes and contribute to areas of 
engagement.

Assurance
Any asset management policies that come into effect are taken through our governance process, 
which is detailed in principle 2. Final accountability for stewardship sits with the Coutts Board, with 
implementation delegated to Coutts Asset Management. In practice this means that the Coutts Board 
oversees our stewardship commitments, including our carbon reduction targets, and will review 
progress against these on a regular basis. The Coutts Board will also provide feedback on material 
publications, such as our Asset Management TCFD statement. New and updated external policies are 
reviewed by our internal legal and compliance team prior to publication and any materials designed 
for client use must be approved by our Financial Promotions team prior to distribution.

Where we delegate our voting recommendation service and engagement to EOS at Federated 
Hermes, we rely on them to obtain independent assurance of their engagement and proxy voting 
process on an annual basis (AAF 01/06). For our ESG data providers, MSCI and Morningstar, we rely 
on them to obtain assurance where relevant.

1 https://www.coutts.com/wealth-management/specialist-planning-services/responsible-investing/disclo-
sure-and-policies.html

https://www.hermes-investment.com/uki/wp-content/uploads/2021/01/eos-engagement-plan-2021-2023-public.pdf
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Stewardship reporting

We receive voting and engagement reports from EOS on a quarterly and annual basis, and these 
are made publicly available on our website. Alongside we publish quarterly insight articles to 
bring to life these reports and highlight past quarter’s achievements and the focus going forward. 
This information is publicly disclosed on our website and where clients have opted into receiving 
marketing, they will also receive these insights via email. These different formats have the aim to 
make our stewardship activity accessible and understandable for our diverse client base.

• We enhanced our exclusions policy1 with the goal of aligning our values closer to our 
B-Corp accreditation thus ensuring alignment of our investment process with our purpose

• We disclosed our full voting records2 of the first half of 2021 for our BlackRock managed 
Coutts funds 

• We created a new section on our website in relation to the EU Sustainable Finance 
Directive3

1 https://www.coutts.com/content/dam/rbs-coutts/coutts-com/Files/responsible-investing/ESG-Related%20Exclusions%20Policy.pdf
2 https://www.coutts.com/content/dam/rbs-coutts/coutts-com/Files/Wealth%20Management/Coutts%20Institute/responsible-investing/coutts-man-
aged-funds-h1-2021-SRDII.PDF
3https://www.coutts.com/wealth-management/specialist-planning-services/responsible-investing/disclosure-and-policies/eu-sustainable-finance.html

We aim for our stewardship reporting to be fair, balanced and understandable. While we make every 
possible effort to communicate our approach with our clients, fund managers and service providers, 
there are a number of areas where we have identified limitations in our stewardship approach.

• Discretionarily managed equity holdings might be held in a pooled nominee account. 
While this offers cost benefits for clients, it at times impacts our ability to exercise our 
voting rights. While this does not impact our ability to engage, we see voting as an integral 
part of our duty as investment manager, which is why we are working towards a solution 
that would allow us to exercise our voting rights without increasing complexity and costs 
for our clients.

• While we have ownership over the engagement that takes place within our Coutts funds 
managed by Blackrock, for third-party funds this voting and engagement vests in the 
respective fund managers. While we clearly communicate our approach to stewardship 
and have frequent interactions to make sure information is being shared continually, we 
are still reliant on them to properly execute their stewardship duties and are often only able 
to act reactively when things go wrong. While we have not experienced significant issues, 
it remains a possibility that one of our fund managers fails to exercise their voting and 
engagement duties to a satisfactory standard.

Improving stewardship policies and processes

For third-party funds the responses they provide to our responsible investing due diligence 
questionnaire help us identify strengths and weaknesses, as well as areas for development in the fund 
managers we invest in, and this provides us with a starting point for engagement. Our questionnaire 
is key to enabling us to continuously improve our stewardship and that of the funds we invest in, as it 
helps us track progress at the fund level and tailor our engagement to maximise impact. It is updated 
yearly to reflect the latest developments on responsible investing within Coutts.
Regular review of our responsible investing policies and processes to incorporate changes in our 
approach, better availability of data and developments in the industry have led to the following 
improvements in 2021:

Q4 Voting ReportQ4 Engagement Report 2021 Annual Review

https://www.coutts.com/content/dam/rbs-coutts/coutts-com/Files/Wealth%20Management/Coutts%20Institute/responsible-investing/voting-statistics/coutts-and-co-voting-statistics-2021-q4.pdf
https://www.coutts.com/content/dam/rbs-coutts/coutts-com/Files/Wealth%20Management/Coutts%20Institute/responsible-investing/voting-statistics/coutts-and-co-voting-statistics-2021-q4.pdf
https://www.coutts.com/content/dam/rbs-coutts/coutts-com/Files/Wealth%20Management/Coutts%20Institute/responsible-investing/engagement-statistics/coutts-and-co-engagement-statistics-2021-q4.pdf
https://www.coutts.com/content/dam/rbs-coutts/coutts-com/Files/Wealth%20Management/Coutts%20Institute/responsible-investing/voting-statistics/coutts-and-co-voting-statistics-2021-q4.pdf
https://www.coutts.com/content/dam/rbs-coutts/coutts-com/Files/responsible-investing/annual%20review_coutts_2021.pdf
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Principle 6: Signatories take account of client and beneficiary needs and communicate 
the activities and outcomes of their stewardship and investment to them.

29%

69%

Bonds

Cash

Equity

37%

33%

8%

6%

8%

8%

UK

US

EU

Emerging Markets

Japan & Pacific Basin

Thematic

Our client base and assets under management

As a UK private bank and wealth manager, Coutts serves high net worth families and individuals 
with a nexus to the UK. Coutts Asset Management provides all asset management services on 
behalf of the NatWest Group, totalling £35.6bn (as of 31 December 2021). All clients that invest with 
Coutts, regardless of wealth, are classified as retail investors. This means that the client base we serve 
consists almost exclusively of retail investors. However, experienced clients who are looking for a 
more complex, sophisticated service, can move up to professional status, but this will only represent 
a very small portion of our client base. In addition to individual clients we also serve a number of 
charities and businesses.

AUM Breakdown across geographies AUM Breakdown per asset class

At Coutts our aim is to be a long-term, indispensable partner for our clients and serve families over 
generations. Therefore, the investment products we manage aim to provide an increase in value over 
the medium to longer-term by providing a range of diversified funds and portfolios. Our investment 
horizons range from a minimum of three years to in excess of eight years, depending on the client’s 
risk and return preferences.
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Seeking clients’ views

How we seek out and receive clients’ views depends on the chosen investment route:

• Clients can opt to undertake the advice journey, which allows them to enter into dialogue 
with their wealth manager on their needs, goals and preferences, which are then 
incorporated into the investment advice provided at the end of the advice journey.

• Alternatively, clients can opt to undertake the digital self-conducted guided advice journey 
through Coutts/NatWest/ RBS Invest, which grants them access to our portfolio funds.

• Thirdly clients have the ability to invest themselves, on an execution-only basis, in a range 
of investment products that are managed by Coutts Asset Management. This would allow 
the client to assess their risk and return preferences independently while maintaining 
access to Coutts investment products and the Coutts investment view.

In addition to this, we actively seek feedback from our clients on a wide range of topics using our 
Coutts Client Council, which consists of 300 members (as of 21March 2022), and the NatWest Group 
Human Centred Design team, which conducts client testing for the Group. Through these platforms, 
we organise interactive roundtable discussions, workshops, and questionnaires to generate client-
driven ideas, test potential products and services, and get an insight on where the priorities and 
needs of our clients lie. Both platforms consist of a diverse sample of our clients and represents 
different backgrounds, genders, and ages. The output from our Client Council sessions makes a real 
difference in shaping our propositions of the future. At Coutts we manage our Client Council on a 
bespoke online platform, delivering the best possible experience for our clients whilst also ensuring 
the integrity of the research. The platform allows us to engage with and complete research using a 
wide variety of methods, both qualitative and quantitive. The findings from every research project 
are shared with our board members, as well as the product owners, ensuring that the learnings are 
heard at the very heart of our business and incorporated into our strategy and product development.  

Example : Coutts Client Council

An example of where our conversations with the Client Council guided our decision making 
is in research to understand client reactions to 11 different messages about Coutts sustainable 
investing, to ascertain how we can make our ESG communications more engaging, with the 
aim to motivate clients to start investing or to increase their investments with Coutts. Of the 77 
completed responses, 92% were concerned about climate change and have begun to make changes 
to help tackle climate change. Whilst we found a very mixed level of clients understanding of 
ESG, 56% of clients say that ESG is an important factor in their choice of investment house and 
specific investments. The testing of the messages showed that “governance” and “performance” 
are most motivating words – clients want to do good (ESG) but also want to see this delivers good 
or better returns. Taking these insights, we are applying the learnings to our messaging directly to 
clients and on our website.

Clients who are not members of the Coutts Client Council, are able to express their views by 
interacting with and feeding back to their adviser(s). Where appropriate, advisers will feed this back 
to the wealth client experience team, who collate these details  and use it to inform the development 
of our service and product offerings. As a wealth manager with a focus on helping our clients and 
their families thrive, we often have longstanding and personal relationships with our clients. This 
means that we are uniquely positioned to get continuous and honest feedback from them, which 
feeds into our approach.

Moreover, we conduct our client feedback programme “Voice of the Client” every month to provide 
an indication of how our clients are feeling about Coutts, our service, and their investments. We 
pride ourselves in having a client base that feeds directly into the way we design our offering and the 
way we serve our clients and believe that this is an effective way of receiving feedback from a diverse 
range of sources on an ongoing basis.

Managing assets on behalf of our clients

Stewardship is a central element of our approach to responsible investment. Where clients opt to 
receive advice and invest with Coutts, an investment policy statement will be created to reflect 
the client’s investment policy. Where clients opt for a bespoke portfolio, they can avoid exposure 
to a number of activities in the direct equity portion of their portfolio. The data provider for this 
screening is  MSCI.

As we manage assets on behalf of our clients, they delegate voting and engagement with their 
holdings to us. While we do not offer bespoke voting based on the client’s personal preferences, 
we are guided by our Responsible Ownership Principles, which have been developed through an 
iterative process based on industry best practice, but have evolved to incorporate the views of our 
clients and stakeholders, and are guided by our Purpose.

Communicating with clients

We communicate on our approach and activities regarding stewardship in three ways. Firstly, we 
publish reports, insights and voting and engagement reports on coutts.com, which is available to the 
public. This includes:

• Our yearly sustainability reports
• Regular insight articles on coutts.com that provide context and thought leadership around 

our stewardship and responsible investing activity, including case studies of engagement
• Quarterly voting and engagement records (provided by EOS), which provides a breakdown 

of the number of meetings and resolutions voted on, the number of companies engaged 
with, including a breakdown by geography and theme
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THE POWER OF SUSTAINABILITY
OUR COMMITMENT TO OUR CLIENTS TO BUILD A BETTER WORLD FOR TODAY AND FOR THE FUTURE

Example : The Power of Sustainability

Our sustainability outlook gives our clients an insight into how we approach sustainability 
across our banking, lending and investing activity. In this, our second sustainability outlook we 
provided insight into our B-Corp accreditation process, how our clients approach sustainability 
and  our stewardship activity as a responsible investor. 
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293 Companies 
Engaged

Environmental

Governance

Social & Ethical

Strategy, Risk and Communication

Voted at 1,157 
companies on 

16,743 resolutions 
in 2021

Voting Activity

Engagement Activity

Q1 Q2

Q3 Q4

Total meetings in favour

Meetings Abstained

Meetings against (or 
against AND abstain

Meetings with 
management by exception

Full voting and engagement figures available on coutts.com

22%

19%

46%

13%

24%

23%
38%

15%

31%

26%

26%

17%

37%

26%

21%

16%



36 37

Secondly, we produce materials and organise events around responsible investing for our clients. 
This includes in-person events, podcasts, interactive webinars, and reports.
  

Example – Client event:

In September 2021 we organised an in-person next generation client event. This included 
a deep dive into our approach to responsible investing and an engagement case study. 
We discussed our approach to responsible investment and how we had recently engaged 
with a company over alleged instances of modern slavery. The session provided an 
opportunity for next generation clients to ask questions and understand how we invest 
and understand the real world impact through investor stewardship.

Thirdly, we communicate with our clients on stewardship on an ad-hoc basis. Our advisers maintain 
regular contact with our clients and will have conversations around their interests and needs. While 
all our advisers have received training around our approach to responsible investing, where clients 
express an interest in responsible investing, the relationship manager has the ability to liaise with 
the responsible investing team to join meetings and/or provide more details on our approach to 
stewardship. This can include more general conversations around our approach and activity, a deep 
dive on our carbon reduction targets or a discussion around how their values can be reflected within 
their investment portfolios. Where relevant we are also able to provide updates on company-specific 
engagements and voting decisions.

When we are unable to meet client needs

Through our advice process we aim to get a deep understanding of our clients’ investment needs 
and preferences. Where clients require tailored portfolios that reflect their ESG and/or ethical 
considerations, we are potentially able to offer bespoke portfolios to help achieve this.

In most cases we can provide clients with suitable investment solutions and have found that we are 
able to manage assets in line with their preferences and expectations. However, if we are not able to 
do so, we will talk to clients about our approach to stewardship and the policies we adhere to. In cases 
where we find that our approach is not reconcilable with a client’s own stewardship or investment 
policy, we would not be able to make a suitable recommendation.

Principle 7: Signatories systematically integrate stewardship and investment, including 
material environmental, social and governance issues, and climate change, to fulfil 
their responsibilities.

ESG considerations

Coutts defines Responsible Investment as the ‘integration of environmental, social, and corporate 
governance (ESG) considerations into our investment processes and our ownership practices’. 
Through our holistic asset allocation process, we consider a wide range of ESG-related risks and 
opportunities, which are detailed in our Responsible Investing Policy and our Third-Party Funds 
Policy, which are available on our website.

In addition to this, tackling climate change is one of the pillars that underpins our purpose. In line 
with NatWest Group’s target of aligning our business with the 2015 Paris Agreement, Coutts Asset 
Management has set two targets to reduce the carbon intensity of all our discretionary funds and 
portfolios:

• We committed to reducing the carbon intensity of all equity holdings in discretionary 
funds and portfolios by 25% by the end of 2021, of which we achieved an on average 38% 
carbon reduction and exceeded our target 

• Furthermore, we also committed to a 50% reduction in the carbon intensity of all holdings 
by the end of 2030

Example – Our carbon reduction targets:

We are making deliberate allocations to ensure we achieve our carbon reduction targets. 
We also re-designed our passive index funds managed by BlackRock to build in a de-
carbonising element. This new methodology ensures that we are on a decarbonisation 
trajectory and will aid us in our long-term strategy of achieving net zero by 2050. 

Therefore assessing the carbon footprint and climate-related risks and opportunities of funds 
and companies we invest in is a priority for us, and forms part of our assessment process before 
deciding to invest, and the progress made by funds and companies to align themselves with the Paris 
Agreement is also an important factor we monitor throughout our holding.
In addition to this, we monitor funds’ and companies’ exposure to unsustainable (fossil fuels, 
thermal coal, and oil sands extraction involvement) and sustainable (green transportation, 
renewable energy production and supporting products/services)activities, and we aim to identify 
ways to adjust these exposures in line with our assessment of the investment risks and opportunities.
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Our exclusions policy, which is detailed on coutts.com, means that in our direct holdings and Coutts 
funds we do not invest in companies that:

Coutts 
Managed – 

BlackRock Passive 
Funds1 

Coutts 
Managed - 

BlackRock Active 
Funds2 

Coutts
Direct Securities3  

Adult Entertainment ✓
Arctic Oil/Gas Production ✓ ✓ ✓

Civilian Firearms ✓
Controversial Weapons ✓ ✓ ✓

Gambling ✓
Human Rights ✓

ILO ✓
Nuclear Weapons ✓ ✓ ✓

Predatory Lending ✓
Tar Sands ✓ ✓ ✓

Thermal Coal Energy 
Generation

✓ ✓ ✓

Thermal Coal Extraction ✓ ✓ ✓
Tobacco ✓

UNGC ✓

1  Coutts US ESG Insights Equity Fund, Coutts Europe Ex UK ESG Insights Equity Fund & Coutts UK ESG Insights Equity Fund 
2 Coutts Actively Managed Global Investment Grade Credit, Coutts Actively Managed US Equity Fund & Coutts Actively Managed UK 
Equity
3 Direct Securities are managed by the Coutts Direct Equity team across various portfolios  

Example – Divestment:

Another example of the influence of stewardship is our decision to exit any holdings 
that are not in line with our exclusions policy. After we enhanced our exclusions policy 
applicable to our passively managed funds we had several holdings which were now in 
breach of our policy. We took the decision to sell the holdings and rebalance the passive 
funds in a timely manner. 

A second pillar underpinning our purpose is the commitment to removing barriers to enterprise, 
and particularly for female entrepreneurs. In 2019 the UK government commissioned NatWest 
Group CEO, Alison Rose, to lead an independent review of female entrepreneurship. The report, 
titled The Alison Rose Review of Female Entrepreneurship, sets out to identify the disparity between 
male and female entrepreneurs when starting and scaling businesses, and the barriers women face, 
which has resulted in ‘unrealised potential’ for the UK economy. In line with this, it is important 
for us to ensure that the same priorities are reflected in our investment decisions, which is why we 
actively monitor and encourage strong gender diversity within the fund houses and companies we 
currently hold or consider investing in.

 77% 77%  

of female business owners found 
managing their business in the 
pandemic stressful, compared to 55%
of male entrepreneurs

Outcome: The Investing in Women 
Code (IiWC) now has 100 signatories, 
including most major UK banks and 
investment firms.

 13% 13%  

of senior people on UK investment 
teams are women, and almost half 
(48%) of investment teams have no 
women at all. 

Outcome: The Rose Review Council has 
published “Guidance And Best Practice: 
Examples For VCs And Institutional 
Investors1”

1 https://natwestbusinesshub.com/articles/rosereview

Alison Rose, CEO - NatWest 
Group

Example – Coutts UK Enterprise Fund Launch:

A female entrepreneurship review commissioned by HM Treasury and led by Alison 
Rose, identified challenges faced by women trying to grow a business. In response, the 
UK Enterprise Fund (UKEF), which we established with BGF (formerly the Business 
Growth Fund), gives women better access to capital, help preparing for investment, and 
networking opportunities.
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Factors influencing ESG integration

While ESG factors are integrated at every stage of our investment process, routes to market, asset 
classes and geographies influence our ability to utilise our capabilities and wield our influence.
As mentioned in principle 5, third-party funds make up a significant proportion of the investment 
portfolios we manage on behalf of our clients. When we consider investing in a third-party 
fund, we require them to complete our Responsible Investing Questionnaire as part of our 
standard due diligence process. This questionnaire reflects all aforementioned issues in detail 
and includes qualitative and quantitative questions relating to: whether they are signatories of 
PRI, UK Stewardship Code (or similar), questions relating to voting and engagement records and 
whether this information is publicly available, and questions relating to TCFD and associated 
recommendations for asset managers.

We request third-party funds to disclose examples of successful and failed engagement, and to detail 
their approach. At all times we require the funds that we invest in to back up their statements with 
examples to help bring this to life. Each fund is scored based on their answers, compared against the 
relevant peer group, and this is then incorporated into our investment decision-making processes. 
Where we notice a lack of willingness from asset managers to incorporate responsible investing 
principles into their investment process, this will feed into our overall assessment of them. While 
funds with below average scores are not automatically dismissed, access to this data and insight 
allows us to engage with the manager to improve their practices. Annual reviews are conducted with 
all third-party fund managers.

Example – Stewardship informing investment decisions:

As part of our proprietary responsible investing questionnaire developed by our fund 
research team, we ask prospective third-party fund managers to submit evidence of 
their engagement activity. We want to understand the issues that portfolio managers are 
engaging on, how they are progressing and what actions they are taking. To complement 
this information, we also ask for voting records which allows us to understand how the 
fund managers are voting, where they have supported and voted against management, 
and on what issues. This information is used by our fund research team to internally score 
third-party funds and assess their approach to responsible investing which forms part of 
our formal due diligence process.

For our direct security selection, we draw on data from MSCI, an external data provider, to obtain 
inputs on a range of ESG-related risks. We will only invest in direct equity and bonds if these do not 
violate our exclusions policy. While ESG data is more widely used for equities, and data availability 
develops at different speeds, we will subject our (in)direct bond holdings in third-party managed 
funds to a similar due diligence process as we do for our equity holdings. We currently do not assess 
ESG risks for our cash holdings due to a lack of standardised and reliable information, but are 
looking to enhance our approach to cash, as we believe there is more that the industry can do to drive 
the adoption of industry-wide methodologies in this area.

Voting and engagement is the area where we notice the biggest discrepancies between asset classes 
and geographies. While we are advocates for active ownership and the use of voting and engagement 
to drive material, long-term change, we are limited in our ability to engage with our government 
bond holdings. However, we require all third-party bond funds to complete our Responsible 
Investing questionnaire. Across geographies we observe stark differences in cultural norms, laws, 
and corporate governance standards, affecting our ability to drive change. We believe that in order to 
effectively engage across geographies a tailored engagement approach is required, which is why we 
work with our stewardship provider, EOS at Federated Hermes, who have local engagement teams 
with specific focus areas. Two examples of geographical discrepancies that we have identified are 
board independence across Emerging Markets, and gender diversity on Japanese corporate boards. 
EOS provides disclosures on their Regional corporate governance principles. 

Integrating stewardship

Coutts is a long-term investor, and this influences how we assess material ESG risks and 
opportunities. As an asset manager operating on behalf of our clients, we have a duty to make 
asset allocation decisions that serve their long-term investment goals. We believe that this will 
gradually but increasingly underline the importance of incorporating ESG opportunities and risks 
to the creation of long-term value for our clients. As part of our investment process we look for 
risks that have the potential to affect returns over the medium to long term, and this aligns with 
the time horizons of our clients. We have a holistic risk management process that looks at risks of 
all timeframes, even where clients have shorter time horizons (e.g. three years). More details are 
provided in principle 4.

When providing investment advice to our clients we consider a minimum time horizon of 
three years, which is often a short timeframe to achieve persistent and measurable results from 
engagement. However, as engagement is both goal-driven and event- driven, we believe that even 
clients with shorter time horizons will benefit from our engagement activity.

Example – Proactive engagement:

In 2021 we saw activist investor Engine No.1 propose an investor-led shareholder 
resolution at ExxonMobil to replace several directors on the board. Our engagement 
partner - EOS met with both ExxonMobil and Engine No.1 separately to discuss the 
resolution. Engine No. 1 were dissatisfied with ExxonMobil who had suffered from long-
term financial underperformance; overly aggressive capital expenditure; and lack of 
sufficient plans for the energy transition. ExxonMobil responded that they had exercised 
greater capital expenditure discipline since 2017 and announced targets to reduce Scope 1 
& Scope 2 emissions intensity by 15-20% before 2025, for operated assets only. 

Outcome: EOS recommended supporting the proxy contest and upon reviewing the 
case notes we used our voting power to support the resolution. Engine No. 1 successfully 
appointed three new directors to ExxonMobil’s board. EOS – ExxonMobil Case Study

https://www.hermes-investment.com/ukw/wp-content/uploads/2022/01/eos-in-corporate-governance-principles-2022.pdf
https://www.hermes-investment.com/ukw/wp-content/uploads/2022/01/eos-jp-corporate-governance-principles-2022.pdf
https://www.hermes-investment.com/uki/stewardship/eos-library/
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Service providers

All our service providers are subject to our selection process, which includes, where relevant, a 
number of questions on their approach to ESG and sets out minimum criteria that we expect to be 
fulfilled for them to be considered.

Our service providers are kept informed of our commitment to responsible investing. For service 
providers that enable us to effectively carry out our stewardship activity, we will disclose our ESG-
related policies and commitments, such as our exclusions policy, our carbon reduction targets and 
our ESG integration process.

Our stewardship provider, EOS, makes voting recommendations based on our responsible ownership 
principles and has a clear and proprietary milestone system, detailed in principle 9, to track success 
of engagements over the short, medium and long term. In addition to this, we maintain ongoing 
dialogue with data providers to ensure we have access to all required data to make informed 
investment decisions.

Principle 8: Signatories monitor and hold to account managers and/or service 
providers.

Monitoring asset managers

Third-party funds are a key element of our investment approach, and we recognise how important it 
is that the fund managers we work with perform as we expect them to, both in financial terms as in 
their approach to stewardship. In addition to ongoing, more informal dialogue, we conduct annual 
reviews with all third-party fund managers, which includes a review of any meaningful changes or 
improvements to their approach to responsible investing.

As voting and engagement is a cornerstone of our approach to responsible investment, we take 
great care in assessing fund managers’ voting and engagement practices. We request voting and 
engagement data on a regular basis and review case studies to understand the impact that their 
engagement activity is having in driving positive change.

Below is a non-exhaustive list of topics that we monitor and that often come up in annual review 
meetings:

• Review the manager’s firm-level vs. product-level approach to RI
• Review the oversight and responsibilities of ESG implementation
• Review how is ESG implementation enforced/ensured and assess ESG expertise of 

investment team
• Review the manager’s RI-promotion efforts and engagement with the industry
• Review the process for ensuring the quality of the ESG data used
• Review how ESG materiality is evaluated by the manager
• Review process for defining and communicating on ESG incidents
• Review and agree ESG reporting frequency and detail
• Request and discuss PRI Assessment Reports
• Review the manager’s engagement policy and process
• Review the manager’s voting policy and ability to align voting activities with clients’ 

specific voting policies
• Review the manager’s process for informing clients about voting decisions
• Ensure whether voting outcomes feed back into the investment decision-making process
• Review the number of votes cast as a percentage of ballots/AGMs or holdings and available 

rationale
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Monitoring service providers
We maintain strong relationships with our service providers and are in contact with them on regular 
basis to request updates, ask for clarification on data points or to collaborate on projects. As our 
responsible investing team has limited capacity, we rely heavily on EOS and our data providers to 
help strengthen our approach to responsible investing by providing us with up to date and relevant 
data.

For EOS, our engagement partner, we monitor their activity through the quarterly reporting on 
voting and engagement that they provide, and we track their progress against their engagement 
milestones. We flag inconsistencies where identified and we actively participate in the EOS Client 
Council to help identify priorities for engagement going forward.

From our data providers we request methodologies on an ad hoc basis to help us gain better 
understanding of their data, and we point out data gaps/inconsistencies in the data that we receive 
from them. While we were in the process of developing our own carbon footprint methodology we 
worked closely with both Morningstar and MSCI  to ensure that we were using the data correctly, 
and any assumptions made were reasonable.

In 2020 NatWest Group launched its new Supplier Charter, which sets out the sustainability 
requirements that suppliers must meet in order to do business with the Group. It covers key ESG 
topics and informs our supplier tender process. We require that our suppliers pass the requirements 
to their own supply base. In 2021 the supplier charter was updated to reflect our NatWest Group net 
zero Ambitions. 

When expectations are not met

During our engagements with fund managers we ask them about their approach to responsible 
investing and tell them in detail about our approach and expectations, after which we monitor their 
behaviour. In some cases, we find that fund managers do not meet the expectations we set out for 
them. In this scenario we continue to engage with fund managers and communicate our polices and 
practices. Our fund research team will ultimately decide if engagement is no longer a viable option 
and we can re-assess if we should continue to maintain the fund on our buy list.

Example – Net Zero Commitment

We have been engaging with a third-party fund manager on our buy list who is lagging 
their peers on their approach to responsible investing. We have been encouraging the 
portfolio manager to consider setting a net zero ambition and looking at their portfolio 
holdings to understand the impact of some of the companies they invest involved with 
regard to thermal coal and arctic drilling. We have also asked them to consider what 
approach they are taking at a firm level. We believe that they should be considering 
climate risk within their investment approach and have engaged with them on how we 
consider climate risk. 

Our fund research team are tracking the engagement issue and conducting periodic 
reviews with the portfolio manager to see if the portfolio manager or firm commits to net 
zero or sets carbon reduction targets. 

Example – Data Challenge:

We challenged one of our data providers on company level data that did not look 
consistent with information found in other sources regarding a company on our buy 
list managed by our direct equities team. Through our active engagement they noticed 
that there was a system error on the tagging of articles and updated their ESG scoring to 
reflect the correct data and refresh the company ESG ratings. 
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Principle 9: Signatories engage with issuers to maintain or enhance the value of assets.

We partner with EOS at Federated Hermes, who engage with our direct holdings and our Coutts 
funds on our behalf, enabling positive change and strengthening the value of our assets. We 
work with an external engagement partner because we believe that effective stewardship requires 
substantial resource and expertise. As a member of the Client Advisory Council and the Client 
Advisory Board, we provide feedback on EOS’ engagement priority areas and processes and have 
the ability to contribute to the annual engagement plan. In addition to this, we are in regular contact 
with our EOS relationship manager to provide mutual updates on our activity and progress.

We expect EOS to provide us with intelligent voting recommendations that are engagement-led 
where possible and tailored to the company’s individual circumstances. We also expect proactive and 
reactive engagement with companies in our portfolios using a constructive, objectives-driven and 
continuous dialogue on ESG issues. We expect their strategies to be informed by deep knowledge 
across themes, sectors and regions to ensure that their engagement is tailored and on the most 
financially material factors affecting the long-term sustainability of companies. More specifically, 
we expect EOS to engage with our holdings in line with the themes agreed on in our three-year 
engagement plan, which is made publicly available on our website.

EOS has developed a proprietary milestone system, which allows us to track progress in our 
engagements relative to objectives set at the beginning of our interactions with companies. The 
specific milestones used to measure progress in an engagement vary depending on each concern and 
its related objective. They can broadly be defined as follows:

1 Milestone 1: Concern raised with company at appropriate level

2 Milestone 2: Acknowledgement of the issue

3 Milestone 3: Development of a credible strategy or plan to address the 

concern

4 Milestone 4: Implementation of a strategy or measures to address the 

concern
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Example – Net Zero Strategy (UK):

EOS co-lead engagement with BP as part of Climate Action 100+. In 2018 EOS intensified 
their engagement with BP as they were concerned whether the company’s growth target 
was consistent with the Paris Agreement Goals. While BP are seen as a relative leader 
on climate change against peers, the company had not disclosed a plan to reduce their 
emissions associated with their products (Scope 3). 

EOS led the drafting of a shareholder resolution calling on the company to set out 
its strategy consistent with the Paris goals, which passed with a large majority at the 
shareholder meeting in 2019. 

In 2020 Bernard Looney was newly appointed as CEO and announced the ambition for 
the company to transition to net zero by 2050 or sooner, supporter by 10 underpinning 
corporate aims. This included their net zero strategy which covered their scope 1, 2 & 3 
emissions. 

In 2020 EOS intervened at the shareholder meeting, asking the company to reconsider 
its assumptions for the Paris-consistent investment and its long-term oil and gas 
assumptions given the impact of the Covid pandemic. In their Q2 2021 results, BP 
reduced the long-term oil and gas assumptions used in their financial statements, this 
gives shareholders greater visibility about the firms’ climate-related risks. 
EOS continue to engage with BP on of their Net Zero goals and other topics.
EOS Case Study - BP case study (hermes-investment.com)

Example – Climate and Workforce Disclosures (US):

EOS have been engaging with Pfizer on the relationship of humans, nature, and 
environment. Recognising that climate change will likely have severe negative effects on 
human health, and that pharmaceutical and healthcare sector-based companies should 
be accounting for this climate risk within their business planning. In addition, EOS have 
been engaging to increase the gender diversity on the board and for improvements in 
broader workforce diversity and inclusion. 

Outcome: Following the first publication of its first TCFD report in 2020, Pfizer has 
also committed to publish its government-submitted EEO-1 report on gender and ethic 
minority composition data on the workforce, by level, in 2021. Pfizer is also working to 
build out its wider human capital management disclosures in 2021. 
EOS Case Study - Pfizer case study (hermes-investment.com)

Example – The use of Antibiotics (US):

EOS has been engaging with McDonald’s on antimicrobial resistance in its chicken 
supply since 2017, specifically on eliminating the highest-priority critically important 
antibiotics (HPCIAs). McDonald’s has responded by introducing antibiotic-use policies 
and has eliminated HPCIAs in its chicken supply chain in Australia, Brazil, Canada, 
Europe, Japan, South Korea and the UK with the intention to eliminate HPCIAs from all 
chicken served by 2027. 

McDonald’s has also published a beef policy and is working on developing a policy for 
antibiotic use in its pork supply chain. 

Outcome: EOS recommended support for a shareholder proposal at the 2021 annual 
shareholder meeting on the topic of antibiotics. Calling for greater transparency 
and enhancing the disclosure on the implementation, scope, and impact of its 
existing policies for its chicken and beef supply chains. We voted in line with the EOS 
recommendation to support this shareholder resolution. 

EOS Case Study - Engagement Report Q3 2021 

https://www.hermes-investment.com/uki/eos-insight/case-study/bp-case-study-2021/
https://www.hermes-investment.com/ukw/wp-content/uploads/2021/02/eos-pfizer-case-study-february-2021.pdf
https://www.hermes-investment.com/uki/wp-content/uploads/2021/10/eos-per-q3-2021-final-spreads.pdf


50 51

Principle 10: Signatories, where necessary, participate in collaborative engagement to 
influence issuers.

As part of our duty as a steward of our clients’ assets, we continuously work with our fund 
managers, data providers and engagement partner to influence and drive change. We influence fund 
managers by clearly stating our expectations and own approach to responsible investing, and we 
support them where necessary on their own journey. As mentioned in principle 7, an example of this 
is one of our third-party fund managers that was not looking at incorporating a net zero ambition 
and we are worked with them to demonstrate the importance of net zero and shared our approach 
and commitments. 

We are signatories, vocal advocates and participants of Climate Action 100+, which is an initiative 
led by over 600 asset managers and asset owners to engage with the world’s largest corporate 
greenhouse gas emitters to improve their climate performance and ensure transparent disclosure of 
emissions. Since joining, we have been collaboratively engaging with companies and encouraging 
all asset managers that we work with to join the initiative and will seek justification when asset 
managers are not involved in CA100+ or similar initiatives. Engagement objectives are defined and 
tracked for the company that we are engaging with. We highlight our progress and activity in articles 
that we publish on our website. Meanwhile our stewardship partner, EOS, has taken a particularly 
active role within the initiative, leading engagement initiatives on more than 20 companies.

Complementary to our engagement in Climate Action 100+, we work with other asset managers to 
improve their ownership practices by having ongoing conversations on this topic and sharing best 
practice. Our responsible investing due diligence questionnaire, as mentioned in principle 7 details 
the expectations we set out for the asset managers that we work with, and this serves as a guide 
throughout our engagement.

In addition to reporting to the PRI on a yearly basis, we are also active participants in their 
roundtables, forums and conversations. We have also joined the institutional Investors Group on 
Climate Change (IIGCC) and have attended workshops and joined working groups where we can 
share best practise and collaborate with fellow investors. 

We actively support the development of transparency and good reporting from companies and of 
the integration of ESG in investment decision-making processes by engaging with other bodies with 
similar goals. For example, our parent company NatWest Group is a member of the UK Sustainable 
Investment and Finance Association (UKSIF), and we engage regularly with industry bodies and 
working groups in this developing sector.
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Example – CA100+ – Net Zero Commitment

EOS stepped up their engagement with chemicals company LyondellBasell, leading 
a delegation of  eight institutional investors speaking at the company’s AGM. They 
debated for 45 minutes on the company’s climate change strategy and used a legal 
mechanism under Dutch law aided by obtaining the support from 27 institutional 
investors to require a discussion on climate change. 
Outcome: LyondellBasell made a commitment to net zero emission by 2050 with interim 
steps towards achieving these goals. This included a 30% absolute reduction in emissions 
target, and a goal of sourcing at least 50% of its electricity from renewable energy by 
2030.  
EOS 2021 - Annual Review 

Example – Berkshire Hathaway – Climate Disclosures:

EOS lead on Berkshire Hathaway for Climate Action 100+ and in conjunction with 
California Public Employees’ Retirement System (CalPERS) and Caisse de Dépôt 
Et Placement Du Québec (CDPQ ), EOS filed a shareholder proposal at Berkshire 
Hathaway, hoping to trigger a dialogue with the company on climate change. The 
proposal required Berkshire Hathaway to publish an annual assessment addressing how 
the company manages physical and transitional climate-related risks and opportunity. 

Berkshire Hathaway insiders, including the chair and CEO Warren Buffett, control 35% 
of the company’s voting power. 

Outcome: With Berkshire Hathaway opposing the shareholder proposal, it was defeated, 
but when adjusted for non-insiders, the vote results were close to 60% in favour of the 
proposal.

EOS 2021 - Annual Review

EOS 2021 - Annual Review

Progress of environmental objectives for selected CA100+  companies engaged by EOS, 2021
0 1 2 3 4 5 6

LyondellBasell Industries Chemicals Co-Lead

Air  Liquide Chemicals Co-Lead

Siemens Industrials Lead

Anglo American Mining & Materials Co-Lead

Glencore Mining & Materials

TotalEnergies Oil & Gas Co-Lead

Repsol Oil & Gas Co-Lead

Royal Dutch Shell Oil & Gas

Chevron Oil & Gas Co-Lead

Walmart Retail & Consumer Services Co-Lead

Objectives engaged
Number of objectives with progress

Bayerische Motoren Werke Transportation Co-Lead

American Electric Power Utilities

Duke Energy Utilities

PPL Utilities
C E Z Utilities

Engie Utilities

Dominion Energy Utilities

Daimler Transportation Lead

AP Moller – Maersk Transportation Co-Lead

PetroChina Oil & Gas                                         Co-Lead

BP                                                          Oil & Gas                                         Co-Lead

Occidental Petroleum Oil & Gas

Equinor Oil & Gas

Exxon Mobil                                      Oil & Gas

CRH Mining & Materials Co-Lead

Boeing Industrials

Rolls-Royce Holdings Industrials Co-Lead

B A S F Chemicals

Company Name EOS Sector Participation

https://www.coutts.com/content/dam/rbs-coutts/coutts-com/Files/responsible-investing/annual%20review_coutts_2021.pdf
https://www.coutts.com/content/dam/rbs-coutts/coutts-com/Files/responsible-investing/annual%20review_coutts_2021.pdf
https://www.coutts.com/content/dam/rbs-coutts/coutts-com/Files/responsible-investing/annual%20review_coutts_2021.pdf
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Example – Chevron– Climate Disclosures:

At the 2021 annual general meeting for Chevron we voted against management and in 
favour of a number of resolutions including calling on Chevron to reduce their scope 3 
emissions, which are those associated with the gas emissions of their energy products. 

Outcome: While this vote did not force Chevron to set a target or impose a time limit for 
reduction  targets it signals that this is an issue investors are aware of and are calling on 
Chevron to do more. The resolution passed with 61% of shareholders supporting. 

Example – Amazon– Human Rights:

We voted against management on 15 resolutions at the 2021 AGM for Amazon. This 
included supporting shareholder resolutions linked to human rights violations, racial 
and gender pay and looking at diversity and inclusion auditing. Of the 10 shareholder 
resolutions that we supported they all failed to gain enough investor support to pass. 
Outcome: Amazon were given a clear signal that investors are wanting more 
transparency and reporting on key issues.    

Example – Alphabet – Shareholder Resolutions:

At Alphabet we voted against management and supported 4 shareholder resolutions 
which included:
1. Requiring an independent director nominee with Human and/or Civil Rights 

Experience (10% of shareholders voted “For”)
2. Assess Feasibility of Including Sustainability as a performance measure for Senior 

Executive Compensation (12% of shareholders voted “For”)
3. Report on Whistle-blower Policies and Practices (10% of shareholders voted “For”)

Outcome: While the shareholder resolutions that we supported and voted for ultimately 
did not gain enough shareholder support to pass, it demonstrates that we were not 
afraid to vote against management and show a clear signal that we are looking for 
greater transparency and for these issues to be considered and assessed by Alphabet. 
By signalling our support for these shareholder resolutions in ensures that the topic is 
debated and brought to the attending of Alphabet, and even when the vote may not pass 
we have seen instances of companies address the highlighted issues.  

Management Proposals Shareholder Proposals All Proposals

Total Total Total
Votable 
Proposals

15,983 460 16,443

Proposals 
Voted

13,148 398 13,546

FOR Votes 11,262 269 11,531

AGAINST 
Votes

1,642 129 1,771

ABSTAIN 
Votes

17 0 17

WITHHOLD 
Votes

192 0 192

Votes WITH 
Management

11,324 172 11,496

Votes 
AGAINST 
Management

1824 226 2,050

Shareholder Proposal Voting summary 01/01/2021 - 31/12/2021

Note: Instructions of Do Not Vote are not considered voted; Frequency on Pay votes of 1, 2 or 3 Years are only 
reflected statistically, where applicable, but present in the underlying detail; and in cases of different votes 
submitted across ballots for a given meeting, votes cast are distinctly counted by type per proposal where total 
votes submitted may be higher than unique proposals voted.
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Principle 11: Signatories, where necessary, escalate stewardship activities to influence 
issuers.

Our Responsible Investing Policy outlines clearly what we expect of third-party funds and listed 
companies and what they can expect of us. Together with our Responsible Investing questionnaire, 
they set out our expectations and form the basis of engagements with funds and companies on a wide 
range of issues, including investor communications, corporate culture, operations, strategy, financial 
structure and disciplines, risk management and oversight, sustainability and governance. They also 
explain what funds and companies can expect from us and set out what we regard as responsible 
ownership. Specifically, for third-party funds we have set out clear expectations for fund managers 
around the identification and management of material ESG risks. Where risk is deemed significant, 
we expect this to be escalated through active engagement with the Board.

We also actively encourage the asset managers that we invest in to have robust stewardship activity. 
We request engagement data and review case studies to understand the impact that their engagement 
activity is having in driving positive change. This enables us to identify those that are failing to 
perform, whether in terms of immediate financial returns or in terms of failure to adequately manage 
risks or relationships that may destroy value over the long term. It is those which will receive our 
greatest attention and are likely to be ones with which we engage most intensively.

As detailed in principle 2, we delegate engagement of our holdings within the Coutts funds to EOS at 
Federated Hermes. Every year EOS publishes an Engagement Plan, which details their engagement 
priority areas as directed by their clients, including Coutts, during their annual meetings. The 
plan is available on our website. While the themes identified below are the focus of the 2021-2023 
Engagement Plan, EOS develops engagement strategies specific to each company, informed by 
its deep understanding across sectors, themes and markets. It seeks to address the most material 
ESG risks and opportunities, through long-term, constructive, objectives-driven, and continuous 
dialogue at the board and senior executive level, which has proven to be effective over time. All 
throughout the engagement process, EOS seeks long-term outcomes at the individual company level 
and, more broadly, an improvement of public policy and market best practice.

Environmental
1. Climate change
2. Natural resource stewardship
3. Pollution, waste, and the circular 

economy

Social
1. Conduct, culture and ethics
2. Human capital management
3. Human and labour rights

Governmental
1. Board effectiveness
2. Executive remuneration
3. Shareholder protection and rights

Strategy, risk and communications themes
1. Business purpose and strategy
2. Corporate reporting
3. Risk management

https://www.hermes-investment.com/uki/wp-content/uploads/2021/01/eos-engagement-plan-2021-2023-public.pdf
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We will escalate engagements where funds are not receptive to engagement, no progress is being 
made or progress is too slow. In this case, we will attempt engagement at a more senior level and seek 
answers to our previously raised questions that way.

Our engagement partner, EOS, equally has an approach to escalating engagement. While most 
engagement takes the form of confidential one-on-one discussions with a company, as this helps 
develop a relationship based on mutual trust while jointly exploring solutions, at times it does not 
yield results quickly enough, particularly if management has entrenched views against progress 
in a particular area. In such cases, EOS can employ different engagement techniques. Escalations 
include attempting engagement at a more senior level, letters to the board of directors, collaborating 
with investors or other stakeholders, questions or statements at annual meetings, recommending 
votes against annual meeting items, shareholder resolutions or open letters. EOS provides regular 
reporting that includes updates on escalated reporting.

In our third-party fund investments, our main way of escalating engagement is talking to the 
fund manager and other relevant stakeholders at the fund house (such as the Head of Responsible 
Investing).

Example (Coutts): Escalate concerns to fund manager

Following the introduction of several new exclusions to our passively managed Coutts 
funds we engaged with the fund managers who manage our actively managed funds 
on companies that failed the UN Global Compact to understand their approach for 
companies that violate these principles. One of the active managers was clear that they 
were engaging with the company on the issue working with the company to understand 
the necessary steps to no longer be deemed a violator of the UN Global Compact criteria. 
We asked for evidence of engagement and to understand how the fund manager was 
ensuring that progress was being both made and tracked on the issue. 

Principle 12: Signatories actively exercise their rights and responsibilities.

Listed equity – our voting policy

Where we act as a discretionary manager on behalf of our clients, we will exercise our voting rights 
in line with our Coutts house view where possible. We do not offer our clients the ability to tailor the 
voting on their holdings, whether these are held directly, in third- party funds or in Coutts funds. 
Our Voting Policy is publicly available on our website and reflects the Coutts house view on ESG. This 
document details how our voting differs depending on our routes-to-market.

Third-party funds make up about 50% of our funds and portfolios. Where we invest in third-party 
funds, we request their voting policy, as well as examples of recent voting and engagement activity. 
We also share our Responsible Investing Policy and Voting Policy with the fund managers to inform 
them of our own expectations. As voting and engagement activity is performed by third-party fund 
managers, we rely on them to set their own policies. However, reviewing these and assessing their 
effectiveness is one of the key parts of our regular review process that we carry out for all funds we 
invest in, and we require all fund managers to disclose their voting activity, allowing us to monitor 
their voting.

We use proxy advisers to inform our voting activity. While we have visibility on ISS voting 
guidance, EOS provides us with voting recommendations based on our Responsible Ownership 
policy, and flags specific cases where they think their members might not want to vote in line with 
their recommendation. While we are able to override recommendations, there are few instances in 
which we would do so, as the recommendations provided reflect our voting policy. Where this does 
occur we document the rationale for deviating from our voting policy and complete our prescribed 
approvals process.

Example (Coutts): Overriding Voting Recommendation 

A situation in which we may override a voting recommendation provided by EOS 
is in relation to voting on closed-ended investment funds. Where EOS’ default 
recommendation is to vote against any significant increases to shares outstanding as this 
dilutes the holdings of existing shareholders. However, on at least one occasion, funds 
have asked us to support proposals to increase the shares in issue to help improve trading 
liquidity, which is in our interest too. The latest example of this was in April 2019, when 
we voted against EOS recommendations in relation to the UK Commercial Property 
REIT.
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We have voting power for the shares held within our Coutts funds, which make up approx. 45% of 
our funds and portfolios. EOS provides voting recommendations for all equity holdings within our 
Coutts funds, tailoring their voting recommendations based on local governance standards and 
culture. Our Coutts funds currently cover the following geographic areas: North America, the United 
Kingdom and Europe. In terms of engagement we do not distinguish between equity and fixed 
income investments, which is why EOS will engage on our Global Investment Grade fund in addition 
to the aforementioned Coutts equity funds.

Listed equity – monitoring voting rights

The shares within our Coutts funds are monitored by Blackrock, who provide information on shares 
and voting rights to EOS. EOS in turn provides voting recommendations for these shares based on 
our voting policy, allowing us to effectively exercise our voting rights. Where we invest in third-party 
funds, we expect fund managers to actively monitor their shares and exercise the associated voting 
rights.

Listed equity – stock lending

We do not undertake stock lending. Where the third-party funds that we are invested in are involved 
in securities lending, we advise them that while we understand the economic rationale behind this 
decision, we believe that when the issue at stake is sufficiently material, a policy should be in place 
that allows for the recall of shares to ensure the votes are cast.

Within our Coutts funds, which make up approximately 45% of our funds and portfolios, we will not 
lend in excess of 45% of the shares at any time, allowing us to maintain the majority of our voting 
ability. Where issues arise that could have a material impact on either the financial performance or 
ESG performance of a company, we can recall the remaining shares to strengthen our voting activity.

Listed equity – our 2021 voting activity

In 2021 we voted at 1,157 companies on 16,743 resolutions. Our full voting and engagement records are 
provided by EOS, and available on coutts.com

We aim to vote either in favour or against a resolution and will only abstain in exceptional 
circumstances such as where our vote is conflicted, a resolution is to be withdrawn, or there is 
insufficient information upon which to base a decision. While we do not have oversight of the 
aggregate proportion of shares that were voted on in the past year, we have voted on 100% of shares 
held in our Coutts’ funds. These funds make up around 45% of our total holdings.

We expect our third-party fund managers to carry out voting in line with their stewardship policy 
and will review this on a yearly basis. We currently do not have any aggregate voting data available.

Example: McDonalds

We voted against the board chair at McDonald’s due to the board’s failure to oversee a 
sufficient investigation into allegations of misconduct against the former CEO. We also 
voted against the executive compensation and compensation committee chair due to a 
failure in the company’s clawback policies to recoup the severance awards made to the 
former CEO. 

Outcome: The board chair was elected with 79.48% approval and compensation package 
approved with 93.19% approval

Example: Disney

At Disney we voted against the say-on-pay item and the compensation committee chair 
due to the high quantum of pay awarded to the CEO and executive chair. The company 
had not adequately adjusted the executive chair’s pay when he stepped down from his 
CEO role in 2020 and did not provide a justification for continuing to pay the executive 
chair above the market rate. 

Fixed income

While most of our bond exposure is through third-party bond funds, we have a small exposure to 
direct fixed income. When considering investments, Coutts will review the transaction documents 
and prospectus in detail, although this is more relevant for tender offers/corporate actions and 
primary issuance.  Our data providers will typically highlight any meaningful issues of impairment 
rights. We currently do not seek amendments to terms and conditions in contracts or seek access to 
trust deed information.

Our approach to stewardship differs between our equity and fixed income holdings insofar as we 
do not have any voting rights to exercise within our fixed income holdings. However, we do not 
distinguish between equity and fixed income when it comes to engagement. This means that we set 
the same expectations for fixed income and equity third-party funds and work with EOS to engage 
on all Coutts funds (regardless of whether they are equity or fixed income funds). Our fixed income 
third-party fund managers must complete the same due diligence process as equity funds (through 
our responsible investing questionnaire).

Within fixed income holdings we are aware of the differences in engagement with companies (both 
in developed and emerging markets) and with governments, and we take this into consideration 
when assessing the effectiveness of fund managers’ engagement activities. EOS applies its regional 
corporate governance principles1 which set out their standards for engagement based on geographies.

1https://www.hermes-investment.com/uki/stewardship/eos-library/
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Example – EOS regional approach on board independence:

EOS tailors its expectations for companies depending on local regulations and standards, 
and balances this with the expectations of its clients. For example, in Germany, EOS will 
require the majority of the board to be independent, while in Mainland China they will 
expect at least a third of the board to be independent, in line with local regulations and 
customs. This approach enables more effective stewardship on key issues.

Example – Neuberger Berman (Fixed Income Fund): 

While Neuberger Berman is not able to vote on their fixed income holdings, they believe 
that engagement is a key part of their responsibility. One example that demonstrates 
their ability to engage with sovereign bonds was in Ghana. Ghana was placed under the 
FATF’s list of jurisdictions with strategic deficiencies related to anti-money laundering 
and countering terrorism financing efforts in 2009, and moved up to the grey list in 
2018 after making a high-level commitment to strengthen the effectiveness of its AML/
CFT regime. NB wanted to understand the government plans to remedy the situation 
and how they were going to take steps to ensure that they avoided a similar situation 
taking place in the future. The Emerging Markets Debt team was in dialogues with the 
Ghanaian Ministry of Finance and Central Bank in 2021. 

Outcome: An anti-money laundering law cleared the parliament and the government 
took steps to correct deficiencies identified by the FATF’s ICRG. ICRG has 
communicated to the government that it will recommend that Ghana be
removed from the FATF’s grey list and this will also likely remove Ghana from the EU 
list of countries with AML/CTF deficiencies. The authorities appear to have met the 
requirements and an announcement from the FATF appears imminent. This contributes 
positively to our constructive investment view in Ghana. As a result NM maintained 
their holdings in Ghana and added in a March 2021 bond issue.

https://www.hermes-investment.com/ukw/wp-content/uploads/2022/01/eos-de-corporate-governance-principles-2022.pdf
https://www.hermes-investment.com/ukw/wp-content/uploads/2022/01/eos-cnhk-corporate-governance-principles-2022.pdf
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Important Information

This document is a financial promotion for UK regulatory purposes. 

The information contained in this document is believed to be correct, but cannot be 
guaranteed. Opinions constitute our judgement as at the date of issue and are subject to 
change. The analysis contained in this document has been procured, and may have been acted 
upon, by Coutts & Co. (Coutts) and connected companies for their own purposes, and the 
results are being made available to you on this understanding. To the extent permitted by law 
and regulation, neither Coutts nor any connected company accepts responsibility for any 
direct or indirect or consequential loss suffered by you or any other person as a result of your 
acting, or deciding not to act, in reliance upon such information, opinions and analysis.

Before investing in any investment fund or other investment  product or service, you should 
review the relevant literature such as the prospectus and the key investor information 
document. Copies of these are available for clients of Coutts & Co from their Wealth 
Managers or online at www.coutts.com. Not all products and services offered by Coutts & 
Co are available in all jurisdictions and some products and services may be made available, 
performed through, or with the support of, different members of NatWest Group, of which 
Coutts & Co is a member.

Coutts and Co, which is authorised by the Prudential Regulation Authority and regulated by 
the Financial Conduct Authority and the Prudential Regulation Authority. Coutts is registered 
in England No. 36695. Financial Services Firm Reference Number 122287. Registered office: 
440 Strand, London WC2R 0QS.


	Principle 1: 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.
	Principle 2: Signatories’ governance, resources and incentives support stewardship.
	Principle 3: Signatories manage conflicts of interest to put the best interests of clients and beneficiaries first.
	Principle 4: Signatories identify and respond to market-wide and systemic risks to promote a well-functioning financial system.
	Principle 5: Signatories review their policies, assure their processes and assess the effectiveness of their activities.
	Principle 6: Signatories take account of client and beneficiary needs and communicate the activities and outcomes of their stewardship and investment to them.
	Principle 7: Signatories systematically integrate stewardship and investment, including material environmental, social and governance issues, and climate change, to fulfil their responsibilities.
	Principle 8: Signatories monitor and hold to account managers and/or service providers.
	Principle 9: Signatories engage with issuers to maintain or enhance the value of assets.
	Principle 10: Signatories, where necessary, participate in collaborative engagement to influence issuers.
	Principle 11: Signatories, where necessary, escalate stewardship activities to influence issuers.
	Principle 12: Signatories actively exercise their rights and responsibilities.


