Investing
responsibly
with us

Responsible investment and our Governed Range

Investment | Governed Range

2

Our mutuality
As the UK’s largest mutual life, pensions and investment
company, we’re driven by the needs of our members
Being a mutual means, we have no
shareholders to pay and no shortterm demands to answer to. So, you
can be sure everything we do has
the best interests of our members
and customers, and their long-term
financial wellbeing, in mind.
This is reflected in our company purpose
which puts our members at the heart of
everything we do.
We’re focused on building financial
resilience, promoting long-term savings
and strengthening our responsible business
activity because we believe this will deliver
better value and service for our members.
Mutuality, and sharing responsibility for
building a better future, are at our heart –
and we’re all in it together.

Our purpose
Protecting today,
investing in tomorrow.
Together we are mutually
responsible.
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Our approach to investment
We’re committed to acting and investing responsibly.By
being a force for good, and putting environmental, social
and governance (ESG) issues at the heart of our investment
decisions, we aim to improve the impact of the money your
employees invest with us on the wider world.
As a leading investor, we believe
we can make a real difference by
acting on our customers’ behalf
to influence and challenge the
companies they own shares in,
on issues such as CO2 emissions,
modern slavery policies and
executive pay and push for positive
change.
Issues such as climate change,
cyber security and corporate
governance are increasingly
recognised as factors that can
impact long- term investment
returns. Customers are also being
influenced by growing concern for
the planet, and the impact that
business activities are having on
the environment.

With this in mind, we have a strong commitment to include
these factors in our investment decisions. To help us
achieve this, we have three key investment beliefs in place:
Adopting a responsible investment approach is
in line with our legal duty and responsibility as a
mutual insurer.
Considering financially material Environmental,
Social and Governance (ESG) issues can help us
to make better investment decisions, and better
manage risk for our customers and members.
We should act as a responsible steward of the
assets we invest in on behalf of our customers.

Commitment to the UK Stewardship Code and the UN Principles for Responsible
Investment (PRI)
We expect all our UK asset managers to be signatories to the Stewardship Code, and all asset
managers to be signatories to the UN PRI.
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Our Governed Range
Our Governed Range is designed exclusively for long-term
savings, with a successful track record of delivering strong
performance, governance and risk management for our
workplace pension members.
There are more than 1 million plans invested, and
over £46.2bn assets under management.1
Our nine Governed Portfolios are designed for
customers saving for retirement. Our investment
objective is to deliver above inflation growth over the
long run, consistent with the target volatility level of
each portfolio.
We also offer five Governed Retirement Income
Portfolios, or ‘GRIPs’ for short, designed for
customers looking to take a regular income.
Within the Governed Range we also offer Lifestyle
strategies that are ideal for employees who have a
specific retirement goal, like taking cash or a regular
income.

A range of benefits
Our Governed Range offers our members many
benefits.

Responsible investment
We believe taking into account the environmental
and social impact companies are having, as well
as how well they’re run, can improve returns by
protecting investments from shocks related to poor
decision-making.

Governance
Investment experts, including independents,
monitor the portfolios on a regular basis at no extra
cost.

1. as at 08 August 2021

Resilience
Investments are spread across a broad range of
asset classes in the UK and overseas, including
Equities, Property, Bonds and Commodities in order
to improve resilience in a wide range of market
conditions.

Active management
Our expert investors take an active view in setting
asset class weightings and selecting the individual
investments that make up the portfolios with a view
to improving returns and managing risk.

Performance
Our Governed Range has a proven long-term track
record of delivering on its investment objective and
risk control targets.

Easily accessible
Members can view the details of their portfolios
online or on the Royal London mobile app.

A sustainable option
If you want to take responsible investing a step
further then we can replace the equity fund in your
workplace pension scheme with one of two equity
funds from our Sustainable Fund Range. This choice
would also be available for your employees at no extra
cost. The sustainable funds invest only in companies
working towards making the world a better placeincluding sustainable agriculture, healthcare, cloud
computing and electric vehicles.
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Investing with responsible expertise
Royal London Asset Management (RLAM) manage just
over 90% of our pension assets and take their responsibilities
as shareowners on our behalf very seriously.
Investing money responsibly is part of everyday
business for RLAM, and you can see this when
looking at their voting record2 or reading their latest
stewardship report.3
RLAM has a dedicated responsible investment (RI)
team who work on our customers’ behalf to analyse and
understand ESG issues, to improve company behaviour,
and represent our customers’ views and interests when
voting or meeting with companies. The RI team share
this expertise across RLAM’s wider investment teams,
working closely with them to help ensure ESG issues are
included in all investment decisions.

Responsible achievements
Global recognition
Awarded A+ by the UN supported Principles for
Responsible Investment in strategy and governance.
Overall, the team secured three A+ and 5 A grades
across the eight categories of assets they manage.

Widescale engagement
A 59% increase in engagement activity in 2020.
The team undertook 413 company engagements
to reduce ESG risk and improve behaviour and
performance.

Tackling climate change
In 2020 the team engaged 141 times on climate
related risk with 71 companies. In March 2020
they were among the first to call for ‘Green’ to be
embedded in the COVID stimulus packages.

Voting record
An 85% increase in voting activity in 2020. Globally
the team voted against or abstained 1,098 out of a
possible 2,395 times at 1,398 companies, or 46% of
the time on remuneration.

How does ESG integration work?
Asset managers look at a wide range of information
when deciding whether to make an investment, and
this includes environmental, social and governance
factors. ESG data can be used to create an ESG
score (sometimes called a rating).
This data can be compiled by a team of ESG analysts
or through artificial intelligence (AI), or a mix of
both. Using information from things such as annual
reports, news sources, and stock exchange filings,
a data provider will give a company an ESG score
- the better the score, the stronger the investment
opportunity from an ESG perspective.
We ask all our asset managers to include ESG data
when making investment decisions. What’s more,
our asset managers at RLAM are supported by their
specialist Responsible Investment team who provide
further insights and analysis to supplement ESG
scores.
This is to help us make the best possible choices
to contribute to a better future for society, and of
course, to generate the best possible returns for our
customers.

2. www.rlam-voting.co.uk/voting
3. www.rlam.co.uk/globalassets/media/literature/reports/2021/77491-stewardship-report-2021-web3.pdf
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ESG integration in our workplace pensions
Our default workplace pension is designed to meet both
the retirement goals and attitudes for the majority of your
employees, and the pension regulator’s recommendations.
ESG requirements

Trust-based schemes

Contract-based schemes

New legislation was introduced by the
Department for Work and Pensions in 2019
and 2020 for schemes with more than 100
members that forces trustees to consider ESG
factors in their investment decisions. Trustees
are now required to include in their Statement
of Investment Principles (SIP) explicit policies
in relation to:

There is now an FCA requirement
for Independent Governance
Committee’s (IGCs) to provide
oversight and report on their
firms’ ESG policies. This reflects
the evolving role of IGCs in
workplace pensions.

• H
 ow they take account of financially material
considerations - including ESG factors - in
their investment decision making.
• H
 ow they undertake engagement activities
and exercise rights that attach to their investments.
• T
 he extent (if at all) to which non-financial
matters, such as members’ views, are taken
into account in the selection, retention and
realisation of investments.
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How we can help
To help us achieve our long-term climate goals and
meet the DWP’s ESG requirements we’ve integrated
ESG considerations within our Governed Range.
The diagram below shows the asset allocations in
the 15 years before retirement. It shows how the
investment risk is automatically reduced as members
move closer to retirement gradually switching from
higher to lower risk investments.
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Equities
With more than 15 years to retirement, the majority
of a members’ pension will be invested in equities.
Equity investments form the bulk of the growthseeking assets in Governed Range portfolios. Our
customers are, in effect, shareholders in a wide range
of companies around the world, with every major
industry represented. This means they have a say in
how these companies are managed and how they
impact the world around them.
Equity exposure within our Governed Portfolios is
gained through the RLP Global Managed Fund,
which uses both active and passive investment
strategies to provide a comprehensive portfolio
of global stocks. With approximately 35% of the
fund’s allocation being held in UK listed companies,
55% spread globally and 10% in emerging markets,
the RLP Global Managed Fund provides a welldiversified solution which allows customers to gain
exposure to global equity markets.
The integration of ESG differs for active and passive
strategies:

Active equity funds
Around 30% of the exposure in RLG Global
Managed is invested in actively managed equity
funds with fund managers leveraging ESG insights
to inform their decision-making process.

Developed market passive funds
Most of the exposure is invested in equity tracker
funds which replicate the main stock market indices
in the UK and overseas. While the exposures are
invested in the full range of underlying companies,
RLAM uses its voting power to influence corporate
behaviour for the better.
Our passive equity funds are one of the key building
blocks of our Governed Range.
We’re taking a more active approach to the way we
manage these funds through the introduction of ‘tilts’
which will reduce our exposure to the largest carbon
emitters and increase our exposure to the lowest
carbon emitters.
This won’t change the established risk profile of
our default investment solutions, or increase our
charges. So you can be confident that your workplace
pension will continue to provide value for money,
while giving your employees confidence that they’re
helping to tackle climate change.
In addition to carbon reduction, our more active
management approach will give us the flexibility to
adjust our exposure to companies with poor social
practices or corporate governance issues.

Emerging Markets ESG Leader
Tracker fund
This fund accounts for around 10% of the equity
component (over £2bn) and tracks an ESG
benchmark made up of companies that have the
highest environmental, social and governance
(ESG) performance in each sector of the wider
MSCI Emerging Markets Index. There can be lower
standards of behaviour and governance in some
countries included in this index, so we believe a hard
screening approach is more appropriate.
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Fixed income
As a member approaches retirement, they gradually
move into more ‘defensive’ assets, such as loans to the
government (gilts) and companies, as well as cash.
Fixed income assets make up a large proportion
of Governed Range portfolios. They are held in
order to reduce the impact of market volatility and
generate returns with less risk of capital loss. Unlike
equities, fixed income holdings do not always give
you the right to vote at company AGMs. However,
responsible investors can vote with their feet, refusing
to invest unless ESG risks are adequately reflected in
valuations.
The fixed income portion of the Governed Range
is invested in RLAM’s active fixed income funds
which aim to find investment opportunities beyond
traditional benchmarks. Our Governed Range invests
in government debt (gilts), index linked gilts and
corporate debt (including high yield bonds).

ESG analysis is most applicable to corporate
debt, providing the RLAM credit team with an
additional perspective on their traditional analysis.
They recognise that governance issues may pose the
greatest near-term financial risk to companies in
high yield markets, while environmental and social
issues may have longer-term impacts on returns.
Their rigorous credit research process leads to an
overall internal rating score which incorporates nine
fundamental factors (e.g. free cash flow, growth
prospects, etc). As one of these core factors, ESG
issues can move the rating in their internal model
up or down. The team works closely with the
Responsible Investment team to investigate and
understand any significant ESG risks, but the final
investment decision lies with the fund manager and
takes relative valuation into account.

You can read more about how RLAM’s credit team applies ESG integration in action with its
investment in Chemours in their Stewardship and responsible investment 2021 report.4

Cash funds
The cash funds held within the Governed Range
invest in money market instruments, which could
be cash, bank deposits or short-term fixed interest
options. Including this within our portfolios provides
an exposure to this defensive asset class as well as
providing liquidity when needed.

The investments held with companies will primarily
be through loans (short dated bonds) and there’s
an exclusion policy in place for three key sectors.
We won’t make cash investments in any company
which generates more than 10% of its revenue from
tobacco, armaments or fossil fuel extraction.

4. www.rlam.co.uk/globalassets/media/literature/reports/2021/77491-stewardship-report-2021-web3.pdf
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Property
Property is one of the largest individual asset classes
within a members’ pension savings. Although this
investment reduces as the member approaches
retirement, property continues to be a key part of
their pension savings.

long-term returns to customers. ESG integration is
key in determining which properties to buy and sell,
as well as minimising any negative impact these have
on the local environment and communities through
ongoing property management.

Physical property investments sit alongside equities
as an alternative growth-seeking asset class. The
property component of our Governed Range invests
in buildings across the UK. RLAM aims to buy and
develop high quality premises to deliver strong

RLAM’s property team has recently carried out
a thorough review which set long-term goals for
achieving Net Zero, as well as factoring in how this
objective translates to every new development and
purchase.

You can read more about RLAM’s Property Climate Objectives.5

Commodities
Exposure to commodities remains relatively
consistent throughout a members’ journey to
retirement.
Commodity investments form a small part of
Governed Range portfolios and are included in order
to improve resilience to unexpected inflation shocks.
RLAM’s investments give exposure to a broad range
of individual commodities spanning the energy,
agriculture, industrial metals and precious metals
sectors. RLAM does not own physical commodities.
Instead it takes exposure to the instruments
commodity producers and consumers use to agree
delivery at a future date.

Like fixed income investments, a holding in these
commodity futures does not give investors a vote and
cannot directly impact corporate behaviour. However,
as multi asset investors RLAM is extremely well
placed to influence the environmental, social and
governance issues involved in the production and
consumption of commodities, primarily through the
shares we hold in the companies involved.

5. www.rlam.co.uk/globalassets/media/literature/reports/rlam-property-objectives--targets-dec-20.pdf
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Our road to Net Zero
We’re playing our part in helping tackle the climate crisis
through the way we run our business and manage our
investments.
To make this clear we’ve set out a series of climate
pledges, as we believe we have to take action
now to help our members retire into a world
worth living in.

missions
m
e
n
o
b
to reduce car
Our IIGCC Net Zero commitment
The IIGCC stands for The Institutional Investors
Group on Climate Change and is a leading body
focusing specifically on climate change.
As founding signatories of the IIGCC Net Zero
Commitment, we’re committed to aligning our
investments to Net Zero by 2050. And we’re
engaging with the companies we invest in to ask
them to do the same.
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We’re lowering
carbon emissions
in our investments
We commit to achieving a minimum
50% reduction CO2 emissions
by 2030 and net zero by 2050
across our investments. Plus, in
2021 we’ll reduce the carbon
footprint of our workplace pension
default fund by 10%.

We’re investing in
climate solutions
We’re committed to developing
solutions that will enable our
customers to invest in the low
carbon transition.

We’re engaging for
positive change
We’re engaging with the largest
carbon emitters on the need for
a Just Transition plan- ensuring
that social issues are taken into
account in moving to a low carbon
economy and we’ll begin divesting
from
companies who are unwilling and
unable to transition from 2025.
You can read more about how
engagement can lead to positive
outcomes for society,6 including
how we helped Scottish and
Southern Energy (SSE) publish its
Just Transition strategy, the first
company to do this globally.

We’re aimin g for net zero
in our operations
We aim to achieve net zero in our
operational emissions by 2030
(scope 1&2) and last year we
achieved carbon neutrality in our
operational energy use through
carbon offsetting.7

6. www.royallondon.com/pensions/investment-options/investing-responsibly/case-studies/
7. www.royallondon.com/mutuality/climate-change-commitments/our-operational-climate-pledges/
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Engagement and advocacy
In 2020, RLAM’s Responsible Investment (RI) team
engaged with over 200 companies on a total of 413 occasions.
Their engagement spanned a range of topics, including
remuneration, climate transition risk and cyber security.
RLAM’s ultimate goal is to have
a positive influence on corporate
behaviour and help companies
improve internal practices,
governance and oversight, and
their impact on society and the
environment. Their engagement
includes both equity and fixed
income funds because they believe
good stewardship should be
applied regardless of asset class.

Engagement priorities
RLAM’s engagement activity is focused on six priorities.

Climate risk

Governance

The climate is changing.
Companies need to prepare
for the energy transition and
physical impacts of climate
change.

Checks and balances.
Successful companies need
strong boards, appropriate pay,
and be accountable to their
stakeholders.

Circular economy

Innovation,
technology & society

Reduce, reuse, and recycle.
Companies need to be designing
products and processes of the
future that don’t hurt our planet.

You can find out more
about how RLAM’s
responsible investment
team engages with
companies to influence
positive change in their
latest Stewardship
and RI report.8

Technology is advancing, jobs
are changing. Companies need
to be cyber resilient, tech-savvy,
and responsible users of data.

Diversity

Social & financial inclusion

Avoid group-think. Diverse
companies are more innovative
and create better outcomes for
customers.

Leave no one behind.
Companies succeed when
everyone has an opportunity to
participate and be a productive
member of society.

8. www.rlam.co.uk/globalassets/media/literature/reports/2021/77491-stewardship-report-2021-web3.pdf
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Remuneration

Climate – transition risk

Cybersecurity

Labour and human rights

Strategy

Environment

Corporate governance

Pensions

COVID-19

Diversity

Other

Climate – physical risk

Succession planning

Tailing dams

Workforce

Reputational risks

Circular economy

Innovation/technology risks

Green bond
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2020 engagement activity

Engagement by asset class
25%

Equity

Fixed income
20%

15%

10%

5%

0%
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Asset split*

ESG split*

Engagements per quarter
160
120

139

118
90

80

66

40
Equity 78.0%

Environment 29.0%

Fixed income 13.0%

Social 19.0%

0

Q1

Q2

Q3

Q4

Governance 49.0%

Equity and
78.0%

Other 3.0%

Engagement by type

Engagement by geographical region
Sent letter 157
Environmental and

UK 287

social meeting 69

Europe ex UK 88

Remuneration

North America 26

consultation 68

Rest of world 11

Received letter 52

US 1

Governance meeting 32
Financial meeting 23
Other 12

Engagement by sector
Utilities 62

Energy 23

Financials 62

Communication services 22

Materials 61

Information technology 19

Consumer discretionary 56

Healthcare 16

Industrials 52

Consumer staples 11

Real estate 26

Government entity 3

Collaborative engagement
74
Individual - information only 195
66
Lead collaborative - information only 26
47
Support collaborative - information only 5

* Figures are subject to rounding and therefore totals may not always equal 100%.
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Governance and voting
When we invest in a company, we become a shareholder of
that company, which means we have the right to vote on a
range of matters.
These can include appointments
to the Board of Directors,
structural changes to the company,
executive pay and compensation,
a proposed merger or acquisition,
and other issues that might
impact the company’s stock
performance.
Our asset managers are
responsible for voting our shares
on our behalf, and we ask them to
do so in a way that’s in line with
our voting principles.9
In 2020, our primary asset
manager RLAM’s voting coverage
more than doubled to 2,419, this
includes votes on a range of topics
such as diversity, environmental
issues and remuneration.

2020 voting activity
Summary*

Proportion of voting outcomes for all
resolutions in 2020

For 86.1%
Against 12.3%
Abstain 1.2%
Take no action 0.4%

Votes by category*
Board related 50.0%
15.0%
Compensation 12.0%
Capital management 12.0%
Changes to company statutes 4.0%
SHP 2.0%
Meeting administration 2.0%
Other 2.0%
M&A 1.0%

Votes by geographical region*
Europe 51.8%
Canada & US 26.4%
Asia ex-Japan 9.5%
Latin America and Caribbean 5.1%
Africa 2.8%
Oceania 1.9%
Japan 1.3%
MENA 1.1%
Unknown region 0.1%

9. www.royallondon.com/
globalassets/docs/shared/
investment/pdf5on0020-ourvoting-principles.pdf

* Figures are subject to rounding and therefore totals may not always
equal 100%.
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Total voting record

For

Against

Abstain

Take no action*

Board related
Capital management
Changes to company statutes
Compensation
M&A
Meeting administration
Other
SHP
0%

20%

40%

For

60%

Against

80%

Abstain

100%

Take no action*

3983

453

37

24

12628

1665

122

40

Capital management

3230

181

2

10

Changes to company statutes

1206

99

9

2

Compensation

2377

1099

56

24

Board related

M&A

257

7

1

3

Meeting administration

434

44

0
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Other

372

36

50

4

SHP

331

124

60

0

Shareholder proposal votes

For

Against

Abstain

SHP: compensation
SHP: environment
SHP: governance
SHP: misc
SHP: social
0%

20%

40%

60%

80%

100%

For

Against

Abstain

Take no action*

3983

453

37

0

12628

1665

122

0

SHP: governance

3230

181

2

0

SHP: misc

1206

99

9

0

SHP: social

2377

1099

56

0

SHP: compensation
SHP: environment

* Take no action – we endeavour to vote at all meetings other than in markets where voting would result in
shareblocking

20
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Our responsible investment approach
Here’s a snapshot of our responsible investment approach
based on The Investment Association’s Responsible
Investment Framework, and how we adhere to responsible
investment codes and initiatives.
IA RI framework: RI approach
Stewardship

UNPRI signatory

• Voting
• Advocacy

UK Stewardship Code
signatory

ESG integration

IIGCC Net Zero
investment framework

Exclusion

Sustainability focus

Impact investing

Codes and initiatives

Ability to
overcode equity
funds

Plans to launch
solutions

Founding
Signatory
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Glossary
We recognise that not everyone uses the same language or
terminology when talking about stewardship and responsible
investment, so we’ve provided a glossary below to explain
how we use these terms.
We’ve adopted the most widely
recognised industry standard
definitions, based on the UK
Investment Association’s
responsible investment
Framework, the Principles for
Responsible Investment and the
Global Sustainable Investment
Alliance (GSIA).

Engagement
Purposeful dialogue between
investors and companies on
environmental, social and
governance (ESG) issues with the
intention to influence (or identify
the need to influence) company
behaviour or improve disclosure.

Carbon Neutrality
Carbon neutrality refers to
achieving net-zero carbon
dioxide emissions. This can be
done by balancing emissions of
carbon dioxide with its removal
through carbon offsetting or by
eliminating emissions.

COP 26

Impact investing

Conference of Parties and global
United Nations summit about
climate change and how countries
are planning to tackle it. COP26
is due to take place in Glasgow in
November 2021.

Investments made with

ESG integration

Greenwashing

The systemic and explicit
inclusion of environmental, social
and governance (ESG) factors
into investment analysis and
investment decisions.

An unsubstantiated claim to
deceive customers into believing
that a company’s products are
environmentally friendly.

Exclusions/Ethical
investing
Explicitly prohibits investing
in a particular company, sector,
business activity, country or
region.

the intention to generate
positive, measurable social and
environmental impact alongside
financial return.

Net zero
This refers to the balance between
the amount of greenhouse
gas produced and the amount
removed from the atmosphere.
We reach net zero when the
amount we add is no more than
the amount taken away.

23

Proxy voting

Sustainability

Using our rights as shareholders
to vote at the Annual or
Extraordinary General Meetings
(AGM/EGMs) of the companies
in which we invest, usually
electronically.

Meeting present needs, without
compromising the ability of future
generations to meet their needs.

Responsible
investment
Investing clients’ money in a
responsible way, taking account
of material environmental, social
and governance (ESG) risks, and
implementing our stewardship
responsibilities.

Stewardship
The responsible allocation,
management and oversight of
capital to create long-term value
for customers leading to longterm benefits for the economy, the
environment and society. It is our
fiduciary duty to be good stewards
of our customers’ capital.

Sustainable investment
An investment strategy which
invests in companies that meet
sustainability criteria or deliver
sustainable outcomes through the
products and services they provide
and/or their business conduct.

To find out more about our workplace
pensions please speak to your financial
adviser. Or you can visit us at employer.
royallondon.com/investment
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