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2.

LOIM’s stewardship framework

At LOIM, the sustainability transition (articulated through our CLIC™ model) is a core investment conviction
and, in this transition, stewardship plays a key role to protect and enhance the long-term sustainable
value of the assets entrusted to us. Stewardship is an integral lever to create impact in the real economy.
Through stewardship, we seek to move companies at scale and depth so they are aligned with the
requirements of the sustainability transition.
Our stewardship priorities align with three interconnected pillars:
· To help companies align themselves with sustainable transition pathways, which are net-zero, naturepositive and fair
· To promote and uphold best-in-class business practices
· To manage controversies
Our stewardship work in 2021 was a continuation of the work carried out during 2020, which has been
recognised by the Financial Reporting Council. LOIM is now a signatory of the UK Stewardship Code,
a Code that sets high requirements to demonstrate, inter alia, the integration of stewardship in the
investment process and the outcomes of stewardship.1
We discharge our stewardship responsibilities through engagement and voting. We consider both tools
to belong to a continuum where one can and does complement the other. The report below provides a
high-level overview of the engagement and proxy voting work we have undertaken in 2021, as well as
case studies that highlight our approach.
We systematically integrate stewardship and investment along the whole suite of sustainability risks and
opportunities. Sustainability analysis involves cross-team collaboration between investment teams and our
dedicated sustainability experts. This allows us to blend systematic and fundamental analysis at all levels
of the investment process. It also enhances our ability to identify risks and opportunities, and turn them
into actionable intelligence.

1

LOIM_StewardshipReport_2020.pdf (lombardodier.com).

Please read the important information at the end of the document.
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Stewardship process overview
Stewardship
objectives

Identification

Engagement

Alignment to
transition pathways

Investment
teams

Leadership

Disclosures

Share capital

Remuneration

Voting

Stewardship
team
Promote best-in-class
business practices

Sustainability
teams

Risk team

Controversy
management

Asset owners

Shareholder proposals
& activism

COLLABORATION, MEMBERSHIPS
& AFFILIATIONS
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Engagement

We look at and understand engagement in its widest sense: it is how we maintain an open and continuous
dialogue with a company throughout the investment lifecycle. Our engagement strategy is part of our
fundamental investment process. We believe that sustainability will drive returns and determine which companies
will succeed over the long term. We assess and monitor the sustainability profile of potential and existing
investee companies through a variety of data tools and analytics, but to truly understand (and where necessary
influence) a company’s positioning on sustainability, we need to have an active dialogue with them.

LOIM’S 2021 ENGAGEMENT JOURNEY

� Fig. 1. Evolution of companies under engagement
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Source: Lombard Odier Investment Managers, data as at December 2021. For illustrative purposes only.

� Fig. 2. Total number of engagements in
2021 (individual and collaborations)
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� Fig. 3. 2021 Engagements by priorities
versus other engagements
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2

Source: Lombard Odier Investment Managers, data
as at December 2021. For illustrative purposes only.2

By priorities we refer to: Net zero/OMP, Natural Capital and Improved disclosures – related engagements.

Please read the important information at the end of the document.
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� Fig. 4. Status (open/closed)   Fig. 5. Reasons for closing an engagement
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Source: Lombard Odier Investment Managers, data as at December 2021. For illustrative purposes only.3

� Fig. 6. Engagements by category
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Source: Lombard Odier Investment Managers, data as of December 2021. For illustrative purposes only.4

	We keep companies where we did not receive a response on a watchlist and we re-activate the engagement process if
material sustainability matters are identified.
4
	The graph above represents the main issue identified and which triggered the engagement. We always conduct a deep
ESG analysis of the company’s business practices, including the accountability of the board and senior management for the
company’s sustainability strategy and performance.
3

Please read the important information at the end of the document.
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Collaborative engagements

During 2021 we have continued to selectively target the collaborative engagements in which we participate.
We are committed to working with others as we firmly believe in the need for and the power of joint action.
Below we have listed the initiatives we joined and/or participated in throughout 2021:
· As participants in the Climate Action 100+ (since 2020), we have continued to contribute to two on-going
engagements in the Forestry & Paper industry (as co-leads) and in the Household Product industry
(as supporting investors)
· Through the Finance for Biodiversity Pledge, we joined a collaborative engagement asking the largest
50 chemical producers for increased transparency, making time-bound commitments to phase out hazardous
chemicals from production and reduce their chemical footprint
· We joined a collaborative engagement initiated by ShareAction towards global banks setting expectations on
climate change and biodiversity ahead of COP26
· We signed the Global Investor Statement to Governments on the Climate Crisis, the strongest ever call by
global investors for governments to raise their climate ambition and implement meaningful policies to support
investment in solutions to the climate crisis
· We signed the IIGCC’s Investor Position Statement – Vote on Transition Planning, asking companies
to disclose a net-zero transition plan, identify the director responsible for the plan and provide a means for
investors to vote annually on progress
· We collaborated with IIGGCC to write the ‘Investor Expectations of Companies on Physical Climate
Risks and Opportunities’. This guide establishes investor expectations of investee companies regarding the
governance, assessment, management and disclosures of physical climate risks and opportunities
· In 2021, we renewed our participation in CDP’s collaborative engagement, Science-Based Targets
Campaign, an initiative designed to push the 1,850 highest-emitting public companies to commit to setting
a 1.5°C emissions reduction target
· We joined Ceres in the detailed response it provided to the Security and Exchange Commission’s request for
information on climate change disclosure rulemaking
· We joined a collaborative engagement organised by the PRI and have asked Amazon Inc5 to take concrete
measures to implement its stated commitments to International Labour Organisation Core Conventions.
We are also members of a range of other key sustainable initiatives, such the Net Zero Asset Managers Initiative,
the Forest Investor Club, and the TaskForce on Nature-related Financial Disclosures.

	Any reference to a specific company or security does not constitute a recommendation to buy, sell, hold or directly invest in
the company or securities. It should not be assumed that the recommendations made in the future will be profitable or will
equal the performance of the securities discussed in this document.

5
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Case studies
Swiss construction materials company (with significant activities in cement)
Engagement background
Cement production accounts for around 5% of global carbon emissions. This industry, however, has an
important social role to play in building and improving infrastructure. The company is a decarbonisation
leader in its industry and is developing new technology to make further progress. The company also has
strong environmental policies and commitments. Its global geographic presence could be an obstacle in
terms of implementing its environmental targets and client demands for more sustainable products.
A level 3 controversy in human rights regarding the company’s activities in Syria could also potentially
damage the company’s reputation and financial value. The case was under investigation of the French court
and the US Department of Justice.

What did we discuss and ask for?
We discussed the progress of the company’s net-zero strategy and investigations into new technologies
regarding decarbonisation in the cement industry and how the company participates in those efforts.
Regarding new technologies that could help the cement industry decarbonise, such as the Carbon Capture
and Utilisation (CCUS) tool, it is still difficult to assess if it could become a viable alternative.
For the controversy, we discussed the company’s approach to operating in sensitive territories and to
demonstrate that policies, processes and their implementation have been strengthened. We asked the
company about provisions for potential fines related to the several investigations against them.

What was the outcome?
The engagement confirmed our view on the company’s strong decarbonisation strategy. Its targets regarding
cement production are aligned with the EU taxonomy in order to be considered as a “contributing activity”.
We are pleased that the company does not rely on those technologies exclusively to reach its net-zero
targets and is continuing to explore other options.
The engagement has mitigated our concerns on the controversy as the company seems to have very
strong compliance processes in place and an effective whistle-blower policy/culture. The oversight from
management is very strong with bi-monthly reviews and they have created a special committee that meets
quarterly. There has been a significant revamp of the framework, policies, processes and staff involved
in monitoring.

Please read the important information at the end of the document.
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Food & consumer staples retailing company in Germany
Engagement background
We sent a letter to the company to introduce our stewardship framework and establish an ESG/sustainability
conversation and relationship. Following the letter, we also asked to engage on matters relating to its
upcoming AGM.
On AGM matters, following the implementation of SRDII in Germany, 2021 was the first year where German
companies had to submit a remuneration system (policy) resolution. Within this context of emerging
disclosures on remuneration, we were concerned about variable remuneration, as it was not based on
disclosed performance metrics.
On sustainability matters, our research indicated that the company showed ambitions in terms of
sustainability commitments but needed to urgently improve its overall reporting to communicate its actions
and targets adequately. In terms of the net-zero transition, it also needed to report scope 3 emissions and
set targets for GHG reduction.

What did we discuss and ask for?
The company explained that its remuneration plan was not based on performance, as it was following
US market practice, where variable pay tends to be time-based. The business is 50% US-based and its
wanted to be align with this market to attract talent. We acknowledged the fact that remuneration best
practices were different in each country; however, we explained that setting specific metrics and targets
increases transparency and aligns pay with performance, thereby protecting shareholders from excesses.
As all employees are subject to this plan, increasing transparency can also lower conflicts of interest
between management and employees.
On the net-zero strategy, we learned that the company is looking to expand the electrification and in-sourcing
of the last mile (scope 3 will then become scope 1) and is working at improving packaging (less plastic) and
providing filtering options for meals based on GHG emissions. We emphasised the need for the company to
set and publish a net-zero strategy, including targets across all three scopes, which requires the expansion
of its fleet of electrified vans.
We also discussed the sustainability of its suppliers. The company explained the issues with its meat
suppliers in 2020 and that its initial focus was on ethics but is now on sustainability. The company is also
working on a global policy, which will address legacy suppliers’ matters.

Please read the important information at the end of the document.
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What was the outcome?
Our concerns on the remuneration policy were received and acknowledged by the company. The resolution/
remuneration report could not be changed and we voted against this given the concerns. However, the
company asked us for best practice examples on remuneration in Germany, which we shared. We expect a
certain degree of change in the 2021 remuneration structure, which will be voted on at the 2022 AGM.
On transition pathways, the company was keen to see and understand our Implied Temperature Rise model.
The company is making is slow progress, although we highlight that it is a clear example of what better
reporting could yield, as well as having a strong, public net-zero commitment. The company has understood
our view and expressed that it is working towards achieving some of these goals.
Having established a relationship, we have bi-annual follow up meetings to discuss and assess the
company’s progress.

Please read the important information at the end of the document.
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Proxy voting

We use our Voting Guidelines to make vote decisions that in our view protect and enhance the long-term value
of our clients’ assets. Exercising voting rights on behalf of our clients allows us to express our view on critical
matters affecting investee companies, and also their impact on society and the environment. In doing so, we
consider matters such as strategy, corporate governance, share capital management, shareholders’ rights, audit
issues, transparency, disclosure, remuneration, social and environmental matters and companies’ alignment with
the transition to a low-carbon and climate-resilient economy. These principles reflect our beliefs that sound and
solid corporate governance structures and the effective management of social and environmental risks create
frameworks within which a company can be run in the long-term interests of its shareholders and stakeholders.
We have continued to expand our voting coverage. During the 2021 calendar year, LOIM reviewed, analysed
and instructed votes at 2,673 shareholders’ meetings, including more than 32,733 voting items which spanned
58 different markets. We voted against management on at least one resolution at 29.75% of all meetings voted.
On a per resolution basis, we did not support management at 7.58% of all resolutions.

� Fig. 7. Number of meetings voted, 2019-2021
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Source: Lombard Odier Investment Managers, data as at December 2021. For illustrative purposes only.

Please read the important information at the end of the document.
Lombard Odier Investment Managers · 2021 stewardship activity: an overview

Stewardship Summary 2021

11.

� Fig. 8. Meetings voted by market (top 5) � Fig. 9. Vote breakdown, by resolution
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Source: Lombard Odier Investment Managers, data as at December 2021. For illustrative purposes only.

� Fig. 10. Vote breakdown, by meeting

� Fig. 11. Votes against, by category breakdown
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Source: Lombard Odier Investment Managers, data as at December 2021. For illustrative purposes only.
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� Fig. 12. Shareholder proposals, vote
breakdown

� Fig. 13. Shareholder proposals,
market breakdown
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Source: Lombard Odier Investment Managers, data as at December 2021. For illustrative purposes only.

Our proxy voting records are publicly available. To review them, please visit: VDS Dashboard (issgovernance.com)

Proxy voting case studies
Regarding board composition, we expect boards to have sufficient independent oversight, be able to
protect minority shareholders’ rights, as well as have adequate climate governance. In practice, this means
that there should be a sufficient number of directors who are independent of management, with board
committees that are sufficiently independent and that climate-related skills are present on the board. We
expect directors to be able to devote sufficient time to their boards, and may also vote against them if we
believe that a director has an excessive number of time commitments.
· At a Swedish company, we voted against two directors, as the both served as non-independent
directors and as members of the audit and remuneration committees, which have an insufficient level of
independence.
· At a Swiss company, we voted against the re-election of all directors, as the board does not include one
single independent director.
· We voted against all three directors up for re-election at another US company as a way to express our
concern over the failure of the board to enact sunset requirements, the supermajority requirement to
enact changes to governing documents and classified boards, as this impacts shareholders’ rights.

Please read the important information at the end of the document.
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Regarding remuneration, we are primarily guided by the alignment between pay and performance. This
means that we generally favour pay policies and outcomes where disclosures allow us to measure the extent
to which targets have been achieved.
· At the AGM of a Norwegian company, we voted against the resolution seeking to approve a share-based
incentive plan, as the company did not disclose the performance criteria driving the plan and the vesting
period was under three years.
· At the AGM of a Dutch company, we voted against the remuneration report given the lack of retrospective
disclosures regarding the annual bonus objectives and the level of achievement of objectives, which did
not allow us to establish a measurable link between pay and performance.
· At the AGM of a German company, we voted against the remuneration policy as it contained scope for
discretionary adjustments, did not make variable pay subject to specific caps, made no performance
criteria applicable to the annual bonus, and the policy contained scope for the Remuneration Committee
to make discretionary payments.
With regards to the climate transition, in 2021 we voted on numerous environment and climate-related
issues that shareholders raised by way of resolution, including subjects such as the establishment of a
board committee, reporting on environmental policies, community/environmental impact, GHG emissions
and energy efficiency or renewable energy. In order to link our engagement with our proxy voting work, we
note that we were in scope for voting in 16 of the 18 proposals flagged by Climate Action 100+ in 2021,
of which LOIM is a signatory. We supported all 16 of these proposals. For example, we voted for a resolution
proposing a report on eliminating deforestation in a soy supply chain for a US company, which passed with
the highest-ever recorded votes for a deforestation-related shareholder proposal. In this case, it was deemed
the requested report would benefit shareholders by virtue of providing additional information on how the
company manages its supply chain’s impact on deforestation.

To learn more about our stewardship practices, our stewardship statement, engagement policy, proxy policy and
voting guidelines, please access our stewardship hub.

Please read the important information at the end of the document.
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IMPORTANT INFORMATION
This marketing document is issued by Lombard Odier Funds (Europe) S.A. a Luxembourg
based public limited company (SA), having its registered office at 291, route d’Arlon, 1150
Luxembourg, authorised and regulated by the CSSF as a Management Company within
the meaning of EU Directive 2009/65/EC, as amended; and within the meaning of the EU
Directive 2011/61/EU on Alternative Investment Fund Managers (AIFMD). The purpose
of the Management Company is the creation, promotion, administration, management
and the marketing of Luxembourg and foreign UCITS, alternative investment funds
("AIFs") and other regulated funds, collective investment vehicles or other investment
vehicles, as well as the offering of portfolio management and investment advisory
services.
Lombard Odier Investment Managers (“LOIM”) is a trade name.
This document is provided for informational purposes only and does not constitute an offer
or a recommendation to purchase or sell any security or service. It is not intended for
distribution, publication, or use in any jurisdiction where such distribution, publication, or
use would be unlawful. This document does not contain personalized recommendations
or advice and is not intended to substitute any professional advice on investment in
financial products. Before entering into any transaction, an investor should consider
carefully the suitability of a transaction to his/her particular circumstances and, where
necessary, obtain independent professional advice in respect of risks, as well as any legal,
regulatory, credit, tax, and accounting consequences. This document is the property of
LOIM and is addressed to its recipients exclusively for their personal use. It may not be
reproduced (in whole or in part), transmitted, modified, or used for any other purpose
without the prior written permission of LOIM. The contents of this document are intended
for persons who are sophisticated investment professionals and who are either authorised
or regulated to operate in the financial markets or persons who have been vetted by LOIM
as having the expertise, experience and knowledge of the investment matters set out in
this document and in respect of whom LOIM has received an assurance that they are
capable of making their own investment decisions and understanding the risks involved
in making investments of the type included in this document or other persons that LOIM
has expressly confirmed as being appropriate recipients of this document. If you are not
a person falling within the above categories you are kindly asked to either return this

document to LOIM or to destroy it and are expressly warned that you must not rely upon
its contents or have regard to any of the matters set out in this document in relation to
investment matters and must not transmit this document to any other person. This
document contains the opinions of LOIM, as at the date of issue. The information and
analysis contained herein are based on sources believed to be reliable. However, LOIM
does not guarantee the timeliness, accuracy, or completeness of the information
contained in this document, nor does it accept any liability for any loss or damage resulting
from its use. All information and opinions as well as the prices indicated may change
without notice. Neither this document nor any copy thereof may be sent, taken into, or
distributed in the United States of America, any of its territories or possessions or areas
subject to its jurisdiction, or to or for the benefit of a United States Person. For this
purpose, the term "United States Person" shall mean any citizen, national or resident of
the United States of America, partnership organized or existing in any state, territory or
possession of the United States of America, a corporation organized under the laws of the
United States or of any state, territory or possession thereof, or any estate or trust that is
subject to United States Federal income tax regardless of the source of its income.
Source of the figures: Unless otherwise stated, figures are prepared by LOIM.
Views and opinions expressed are for informational purposes only and do not constitute
a recommendation by LOIM to buy, sell or hold any security. Views and opinions are
current as of the date of this presentation and may be subject to change. They should not
be construed as investment advice.
LOIM does not provide accounting, tax or legal advice.
For more information on Lombard Odier’s data protection policy, please refer to
www.lombardodier.com/privacy-policy.
No part of this material may be (i) copied, photocopied or duplicated in any form, by any
means, or (ii) distributed to any person that is not an employee, officer, director, or
authorised agent of the recipient, without Lombard Odier Funds (Europe) S.A. prior
consent. In Luxembourg, this material is a marketing material and has been approved by
Lombard Odier Funds (Europe) S.A. which is authorized and regulated by the CSSF.
©2022 Lombard Odier IM. All rights reserved
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