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Overview
As signatory to the UN Principles for Responsible Investment,
Vontobel commits to being an active owner and to incorporate
environmental, social and corporate governance (ESG)
issues into ownership policies and practices. We believe this
is important for the development of sustainable economies,
societies and the environment, and that material ESG issues
can impact the future success of a company and therefore
its investment potential.
We partnered with Hermes Equity Ownership Services
(HEOS) in 2011 in order to improve the quality of our
voting decisions and the breadth of our engagement. EOS
helps institutional shareowners around the world meet their
fiduciary responsibilities and become active owners of
the public companies in which they invest. The selection of
HEOS followed a comprehensive internal research process
evaluating the different proxy voting and engagement
services available in the market to select the solution
that fit closest with Vontobel’s aims and methodology.
The Quality Growth boutique uses the HEOS service for
voting only, whereas the mtx and Global Trends funds
uses the service for voting and engagement. All other
equity positions held by Vontobel are executed in line
with the “Management Company Voting Policy” of
Vontobel Management S.A.
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This voting policy follows the Recommendation for
Best Practice on Corporate Governance published by
the European Fund and Asset Management Association.
Further documentation on Vontobel’s funds and
sustainability practices are available at:
http://www.vontobel.com/sustainability.
Process
HEOS uses the voting research and recommendations of its
proxy voting provider (in 2012: Glass Lewis, since 2013: ISS)
and adds own research in order to recommend to its clients
about how to exercise their voting rights. Vontobel‘s portfolio
managers receive daily alerts of upcoming company meetings
along with a voting recommendation, based on standardised
policies agreed by HEOS and Vontobel, and supporting
research. The managers review the voting decision and
if they agree no further action is required.
If they disagree, which may occasionally happen if the
standard recommendation does not match the portfolio
managers’ in-depth knowledge of a company and its
management, the portfolio manager can change the vote
directly within the online proxy voting platform. This process
ensures that we execute all of our voting obligations while
maximizing efficient use of Vontobel‘s resources by freeing
the investment team of the administration effort and basic
research required for dealing with the majority of proxy votes,
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but retaining the authority for portfolio managers to personally
make a decision in the interests of our investors on the issues
we think are most important.
Formal engagement programmes are carried out by HEOS.
The company seeks a balance between direct corporate
engagement, ensuring its clients’ major holdings are covered
and focussing on activities which add most value to its clients’
holdings from a risk management point of view, and public
policy/best practice engagement, which if effective can
positively benefit all companies in the affected region or
sector. Such programmes often take place over a number of
years and on a variety of issues, particularly with companies
in regions or sectors where transparency is poor.
By partnering with HEOS, we are able to participate in
many more engagements than we could undertake internally,
we benefit from the greater influence that the combined
shareholding of all HEOS clients has compared with our
individual holding, and support engagements with companies
that do not currently meet the standards for our sustainable
funds but may do so in future if they improve their
performance on ESG factors.
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Figure 2: Company meetings voted worldwide
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Figure 3: Voted against or abstained by issue
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In addition, Vontobel analysts and portfolio managers are
encouraged to engage informally on relevant topics with the
management of companies in the course of their fundamental
research. Our analysts regularly contact companies in order
to learn more about governance standards or environmental
performance and receive relevant information that is not
covered in company reports. We also participate in Hermes‘
biannual client counsels, in which we have the opportunity
to discuss with and learn from other investor using the HEOS
service, and engage with Hermes on the current issues of
most concern and development of their engagement activities.

Source: Hermes EOS Report for Vontobel AG, 2018

Voting activity in 2018

Engagement activity in 2018

During 2018, we voted at 463 company meetings worldwide
on 5,817 resolutions. At 279 of those meetings, we opposed
one or more resolutions. We voted with management by
exception at four meetings and supported management on
all resolutions at 180 meetings.

In 2018, HEOS engaged on our behalf with 38 companies in
Vontobel sustainable and thematic investing portfolios, on a
range of 134 environmental, social, governance, strategy, risk
and communication issues. Engagements with companies
typically involve more than one issue simultaneously and are
in addition to any discussions surrounding voting matters.
Governance issues were the biggest concern; these
represented 35.8% of all engagement issues. Remuneration
continued to be a key issue in many markets, particularly in
the UK. Executive pay plans are complex and difficult to
understand and they are often misaligned with the interests of
long-term shareholders and the performance of companies.
HEOS published remuneration principles for clarifying
expectations to overhaul executive remuneration structures so
that they better align management with the interests of their
long-term shareholders and factor in issues of fairness.
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Social and ethical issues were the next largest group,
covering issues such as human rights, labour rights and
supply chain management issues such as child labour.
Given the introduction of legislation on modern slavery in
the US and the UK in 2015, engagements on human rights
made up a large part of social engagements in 2018.
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HEOS engaged with the communities living in proximity to
their operations and built good relationships with them.
On strategy, risk and communication, HEOS continued to
encourage companies to produce integrated reports to take
into account equally their financial and material
environmental, social and governance risks. HEOS also
requested companies to set and report on sustainability
targets and urged for more disclosure on audits, including
reporting on the non-audit fees paid to auditors.
Environmental engagements in this area typically seek the
disclosure of relevant environmental indicators and encourage
companies to develop plans for managing their environmental
footprint, set appropriate targets, monitor and disclose
progress. In addition, HEOS encourages companies to
disclose explicit and practical examples of how they manage
environmental risks and press for board involvement in
overseeing progress. In 2018, HEOS pushed for enhanced
disclosure of climate-related risks and sought greater
transparency on stress-testing and portfolio resilience in a
range of carbon-constrained scenarios at companies where
the issue is particularly material. HEOS engaged with
automotive companies globally on their adherence to
emissions standards and their commitment towards
sustainable drivetrain technologies.
Progress on engagements is measured by a series
of milestones, marking events such as companies
acknowledging the issue, committing to making
improvements, and actually implementing improvements.
In 2018, HEOS made progress on 49% of its ongoing
engagements.
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For more information on Vontobel funds please log on to:
vontobel.com/am
Or write to us:

Marc Bindschädler
Client Portfolio Manager
Vontobel Asset Management, Zürich
+41 58 283 58 87
marc.bindschaedler@vontobel.ch

Important legal information:
This document is for information purposes only and nothing contained in this document should constitute a solicitation, or offer, or recommendation, to
buy or sell any investment instruments, to effect any transactions, or to conclude any legal act of any kind whatsoever. Although Vontobel Asset
Management AG (“Vontobel”) believes that the information provided in this document is based on reliable sources, it cannot assume responsibility for the
quality, correctness, timeliness or completeness of the information contained in this document. Except as permitted under applicable copyright laws, none
of this information may be reproduced, adapted, uploaded to a third party, linked to, framed, performed in public, distributed or transmitted in any form by
any process without the specific written consent of Vontobel. To the maximum extent permitted by law, Vontobel will not be liable in any way for any loss
or damage suffered by you through use or access to this information, or Vontobel’s failure to provide this information. Our liability for negligence, breach
of contract or contravention of any law as a result of our failure to provide this information or any part of it, or for any problems with this information, which
cannot be lawfully excluded, is limited, at our option and to the maximum extent permitted by law, to resupplying this information or any part of it to you,
or to paying for the resupply of this information or any part of it to you. Neither this document nor any copy of it may be distributed in any jurisdiction
where its distribution may be restricted by law. Persons who receive this document should make themselves aware of and adhere to any such
restrictions. In particular, this document must not be distributed or handed over to US persons and must not be distributed in the USA.
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