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Part 1: Expectations of corporates 

Climate change
Climate change is one of the most important risks 

facing the world today. It impacts the very nature 

of major industries in which we invest, and as such 

must be high up on the agenda of all companies. 

It is not only about avoiding risks; the transition 

to a low-carbon society provides a plethora of 

new opportunities for companies and innovative 

technologies. Successful asset managers will 

identify companies that help society mitigate or 

adapt to climate change versus those that are not 

transitioning sufficiently. The search is already on 

for the clean tech leaders of the future.

We expect investee companies to have policies in 

place to reduce carbon and other greenhouse gas 

emissions. They should also have the ability to meet 

potential regulation on climate change, e.g. via the 

management of their energy mix (the proportion of 

energy provided by fossil fuel, renewable, nuclear 

and others), a strategy to reduce scope 3 emissions 

(greenhouse gas emissions beyond a company’s 

direct control but within its value chain), and carbon 

price assumptions.

Environmental opportunity
We expect companies to seek opportunities to 

improve the energy efficiency of their existing 

businesses, for example through product design, 

responsible sourcing of materials, and increasing 

the proportion of recycled materials used. 

Companies should look to exploit opportunities in 

new products or services that are compatible with 

a more sustainable future. 

Biodiversity
As with the climate, the negative effects of human 

activity are observable in our natural habitat and 

biodiversity. It is estimated that global wildlife 

populations have declined on average by over 50 

per cent since the 1970s due to overexploitation, 

climate change and deforestation, among other 

At Fidelity, we recognise that maintaining our privileged position as one of the largest asset 
managers in the world is contingent on our ability to continue meeting and exceeding investors’ 
growing expectations for  sustainable investing. To this end, our size and scale provide us with a 
level of corporate access that few enjoy, and we see it as our fiduciary duty to use this to influence 
corporate behaviours for better long-term investment outcomes. We believe more sustainable 
corporate behaviour drives better financial outcomes in the long term, and we have developed a set 
of guiding principles and best practices that we expect companies to adopt. 

Environmental Responsibility: We expect companies to manage environmental matters that affect  

their businesses in a responsible manner, to be able to identify the factors that are material for their 

business. This includes setting and reporting on ambitious targets aligned to the UN’s Paris Agreement 

on climate change.
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Board effectiveness  
Effective boards play a critical role in the strategic 

direction of a company, overseeing both business 

risk and management. Boards have a duty to 

serve the interest of shareholders. We expect the 

majority of board members to be independent with 

the suitable skills to fulfil supervisory duties as well 

as provide guidance and constructive challenges 

to executive management. We expect boards to 

reflect, or demonstrate a plan towards improving 

gender, ethnic and cognitive diversity. 

Corporate culture and behaviour 
Companies should promote an ethical culture and 

code of conduct that permeates throughout the 

organization. Corrupt business practices represent 

a significant investment risk and create negative 

externalities for the broader economy and society. 

The board should ensure that the company 

fosters a culture of acting lawfully, ethically and 

responsibly. To this end, the board should ensure 

that the company has adequate whistle blower, 

anti-bribery and corruption policies in place and is 

actively monitoring the application of those policies

Remuneration 
A well-designed remuneration structure can 

incentivize senior managers to deliver on the 

company’s strategy while aligning with the interests 

of shareholders and other key stakeholders. 

Setting appropriate remuneration levels is primarily 

the responsibility of the board. We look for an 

appropriate vertical alignment between the 

remuneration and pension benefits of executive 

directors with that of the broader workforce. We 

encourage broad-based share ownership in the 

workforce. For executive directors and other senior 

managers, we expect equity awards to have 

appropriately challenging vesting criteria and we 

require a share retention period of at least five 

years. We expect the remuneration policy to be 

consistent with effective risk management, including 

sustainability risks. 

Shareholders’ rights
Shareholders are entitled to ownership rights 

in proportion to equity commitment. We expect 

companies to treat all shareholders fairly and 

have one vote per share to ensure alignment 

between capital risk and ownership responsibility. 

Shareholders should have the right to ask 

questions to the board and management, elect 

members of the board, approve their remuneration 

and to remove them. They should also have a 

commensurate say in material changes to the 

business, including mergers and acquisitions and 

changes in corporate purpose. We also expect 

shareholders to be able to vote on matters that 

could result in the dilution of their share ownership. 

Transparency 
Companies should be open and honest 

about their objectives, strategy and financial 

position. We expect adherence to all relevant 

accounting practices, transparency about material 

weaknesses and fairness in their tax policies. 

The board should ensure the independence of 

the audit function with a clear policy on auditor 

rotation and the tendering process.

Fidelity actively engages with companies, often to 

promote and guide them towards achieving these 

standards. These expectations and beliefs form 

the foundation of our proprietary sustainability 

ratings framework.
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Part 2: ESG integration and implementation

Fidelity has developed its own proprietary framework for ESG analysis, which is integrated into 
fundamental analysis. Through the sustainability ratings framework we assess the exposure of 
financial securities to sustainability risks, including to what extent the issuers of these securities 
deliver on our expectations for best practices as outlined in the previous section. The framework 
divides the investment universe into 99 subsectors, each with industry-specific criteria against which 
the issuer is assessed relative to its peers, using an A to E rating scale (A being the top rating). 
The sustainability ratings draw upon the assessments of more than 180 equities and fixed income 
analysts who take part in more than 15,000 company meetings a year. These are updated at least 
annually, and on the occurrence of a significant ESG event. The ratings have been fully integrated 
into FIL’s investment process and are available to all members of the investment team on our 
internal research platform. They serve as an additional source of insight and as a tool to support 
investment decisions.

Collaborative input across 180 equity and 
fixed income analysts

Rated relative to peer group on a 
standardised scale

Forward looking assessment of a 
company’s ESG trajectory

Quantify impact on valuation

Does not solely rely 
on public disclosures

More forward looking

Fundamental analysis

Allows fuller coverage

Why our own ratings? How we make them

Ranked 
A – E

99 
Sub - sectors

5 – 8
KPIs each
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This ESG analysis leverages Fidelity’s extensive 

research capabilities and ongoing engagement 

with companies, supported by the expertise of the 

Sustainable Investing team, to provide a forward-

looking evaluation of a company’s performance 

and trajectory on sustainability issues. As a result, 

ESG integration at Fidelity is an investment analysis 

input, and not an overlay.

We use several external research sources, 

which are regularly reviewed and updated, to 

complement our internal research. 

The table below provides an overview of material 

sustainability factors and exposures observed 

across different sectors as assessed by Fidelity’s 

fundamental research team through the lens of 

financial materiality. Fidelity’s research analysts 

assess the sustainability practices and controls 

that companies have instituted as regards to the 

management of these factors.

Investment decisions 
As an active manager, our portfolio managers 

generally have discretion to manage the 

investments for their funds within a set of pre-

defined investment guidelines. Portfolio managers 

may consider research notes, including our 

proprietary sustainability ratings, when making an 

investment decision. 

Individual portfolios are subject to an in-depth 

quarterly review with senior management, in which 

every aspect of the fund in question is examined, 

including risk profile, volatility, performance 

and fund positioning as well as the individual 

investments of the fund.   We include ESG scoring 

data, both from third parties and our proprietary 

ratings, and carbon data as part of our portfolio 

manager’s quarterly reviews, as standard 

measurements of the ESG quality of our funds.  In 

this way, portfolio managers are held accountable 

by their Chief Investment Officer as to how 

sustainable investing forms part of their investment 

decision making process.  

Table 1: Sustainability factors and exposures
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Mining Oil & Gas Property Retail TMT Transport Utilities
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Risk
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Management Employees Health & Safety
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Governance Employees Waste Product Safety

& Quality
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Management Management 

Cyber
Security

Product Safety 
& Quality 

Occupational 
Health & Safety

Product Safety 
& Quality 

Product Safety 
& Quality

Bribery & 
Corruption

Water 
Management Human Rights Ethics & Culture Supply

Chain Employees Ethics & Culture Community 
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ESG 
Integration

Occupational 
Health & Safety

Bribery & 
Corruption

Supply
Chain Ethics & Culture Corporate 

Governance
Community 
Relations

Community 
Relations 

Corporate 
Governance
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Chain
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Governance
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Governance
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Governance
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Governance
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Health & Safety
Cyber Security Corporate 

Governance
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Governance
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Cyber
Security

Corporate 
Governance
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Governance Ethics & Culture

Ethics & Culture
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Risk 

Environmental issues
Social issues
Governance issues

Source: Fidelity International, 31 March 2020. For illustrative purposes only. 
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voting rights are in accordance with all applicable 

laws and regulations as well as being consistent 

with the respective investment objectives of the 

various portfolios.

Our Sustainable Investing team is responsible 

for monitoring possible conflicts of interest with 

respect to proxy voting. In instances where a fund 

holds an investment in more than one party to 

a transaction we will always act in the interests 

of the fund. When there is a conflict with our 

own interests, we will either vote in accordance 

with the recommendation of our proxy advisors, 

Institutional Shareholder Services (ISS), or if no 

recommendation is available we will abstain or 

not tender a vote. 

We encourage boards to consult with investors 

in advance rather than risk putting forward 

resolutions at general meetings which may be 

voted down. Subject to the size of our investment, 

where our views differ from those of the board, 

we will seek to engage with the board at an 

early stage to try and resolve differences. 

We disclose our voting record for the preceding 

12 months on our website and this information is 

updated on a quarterly basis. Quarterly voting 

reports are provided to institutional clients as 

well as a more in-depth annual governance and 

engagement report.

Fidelity operates a limited stock lending 

programme through a third-party provider. While 

we will not generally recall stock for routine votes, 

we will recall stock when it is in clients’ interests 

to do so. This may include votes of significant 

economic or strategic importance, votes which 

are anticipated to be close or controversial, votes 

where we disagree with management or votes 

where we do not have sufficient forward visibility 

to make a timely and informed judgement. We 

do not borrow stock for the purpose of gaining 

additional votes.

Workers loading palm oil fruit on trucks. (Credit: SOPA Images / Contributor, Getty Images)
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Part 4: Exclusion and divestment 

Exclusions 
We believe Fidelity has a privileged ability to 

influence companies because of our size and 

strong reputation as a research-driven investor 

with long investment horizons. We have over 180 

analysts with deep insight into around 4,000 issuers 

worldwide. These attributes give us excellent 

access to investee companies’ managements 

globally and have allowed us to forge long-

standing relationships. We believe this puts 

Fidelity in position to have constructive dialogues 

with corporates and work towards superior ESG 

outcomes. Therefore, our preferred course, as 

active owners, is to engage rather than exclude. 

That said, Fidelity will consider the exclusion of 

companies from our investment universe based 

on specific ESG criteria. We adopt a principles-

based approach to ESG matters, and as part 

of this, we place companies which we regard 

as unsuitable investments on an Exclusion List. 

When deciding on whether to exclude a company 

we are guided by international conventions, 

particularly the Convention on Cluster Munitions, 

the International Convention on the Prohibition of 

the use of, stockpiling, production, and transfer of 

Anti-Personnel Mines, guidance from the United 

Nations, The World Bank, and other global 

regulations which uphold ESG principles. 

All funds managed by Fidelity International 

are subject to Fidelity International’s firm-wide 

exclusions list (including cluster munitions and  

anti-personnel landmines). 

Additionally, Fidelity launched a sustainable 

product range in 2019 , which pursues investment 

strategies driven by selecting companies with 

strong sustainability characteristics while achieving 

compelling long-term financial performance. 

Products within the sustainable range are subject 

to additional behavioural and fundamental 

exclusions. They may be required to divest from 

existing holdings where the outcomes of our 

engagements have failed to achieve the objectives 

and milestones we have set. 

All funds managed by Fidelity 
International are subject to Fidelity 

International’s firm-wide exclusions list 
(including cluster munitions and  

anti-personnel landmines). 
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Part 6: Our policy governance

Source: Fidelity International, 2020. 

Table 3: The Sustainable Investing Operating Committee

The responsibility for policy and objectives setting 

as it relates to sustainable investing, and oversight 

of the implementation and delivery of these 

policies and objectives, lies with the Sustainable 

Investing Operating Committee (SIOC or the 

Committee), which operates under the authority 

of Fidelity’s Chief Executive Officer. The scope of 

the Committee includes oversight of sustainable 

investing matters across Fidelity’s business units, 

setting the overall strategic direction, policy 

formulation, external representation, product, 

business growth, investment integration, and 

setting the exclusion lists. The Committee also 

oversees the execution of Fidelity’s ownership 

rights in investee issuers, including engagement 

and proxy voting activities. The Committee is 

comprised of senior executives from across 

our business, including the Global Head of 

Stewardship and Sustainable Investing and senior 

representatives of the Investment Management, 

Distribution and General Counsel functions.

SIOC meets monthly to review the sustainable 

investing activities of the firm and this Policy is 

reviewed and updated at least annually (and more 

frequently as required). The overall governance 

and structure of the Committee and associated 

elements is set out below.

Chief Executive Officer

Sustainable Investing Operating Committee

Sustainable Ambassadors (Including workstream leads)

Programme Workstreams

Direct Execution Programmes

Products & Solutions Integration Platform & Controls Readiness Client Education & Services

Portfolio Oversight

Sustainable Investing Portfolio Office Sustainable Investing Team



http://www.fidelity.hr/ 
https://www.fidelity.li/de/about-fidelity/responsible-investing
https://professionals.fidelity.co.uk/sustainable-investing/our-approach
https://www.fidelityinstitutional.com/en-gb/sustainable-investing/sustainable-investing
https://www.fidelityinstitutional.com/en-gb/sustainable-investing/sustainable-investing



