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Outline agenda

1.
2.
3.

What is systemic stewardship and why is it important?

What are asset owners doing?

What does good systemic stewardship by asset managers
look like?

How well are managers carrying out systemic stewardship?

. Three key actions for asset owners
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What is systemic stewardship? LCP:

Why 1s it important?

=

Investors using their influence at a systems level
with the objective of addressing systemic risks
that have the potential to materially harm financial
outcomes.

May be undertaken directly, in collaboration with others, and by service providers (eg asset managers)
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What is systemic stewardship?

Engagement with
regulators and
policymakers

Investor
statements
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Consultation
responses
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Oversee /
engage others

Industry standards

and tools



What are asset owners doing?

Investor
statements

Industry
collaboration
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Consultation
responses
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engage others

Industry standards
and tools
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What are asset owners doing?

A SUSTAINABILITY PRINCIPLES CHARTER
FOR THE BULK ANNUITY PROCESS

INSURERS I
‘ T . Aviva PENSION FUNDS
Y N DECISION MAKING ® Just Group ¢ Cancer Research UK Pension Scheme
: ' REPORTING AND ENGAGEMENT * Legal & General Group e Church of England Pensions Board
~  COLLABORATION ® Pension Insurance Corporation |y o ren of Scotland Pension Schemes
- ’/ * Standard Life, part of Phoenx Qo Lape Bank (UK) Pension Scheme
vy TR ® Rothesay * Nerseyside Pension Fund
vfgc‘s&mmm @ orinetane RAILPEN s Roval London /
SUSTAMARRITY O o = Y * National Gnd Electricity Group Trustee Limited

ADVISERS * Railpen

* Railways Pension Scheme

* fon ) * |United Reformed Church Ministers® Pensions Trust

* Barnett Waddingham * |nited Utilities Pension Schaeme

‘ E\irdanc * |nited Utilities PLC Group of the Electricity Supply Pension Scheme
L ]

* Hymans Robertson OTHERS /7 PROFESSIONAL TRUSTEES

® |Lane Clark & Peacock (LCF)
* Mercer Limited

* Hedington

o WTW

* XPS Pensions Group

Accounting for Sustainability

Aszaociation of Member Nominated Trustees
* Fensions and Lifetime Savings Association
Fi Partnership Group
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https://www.accountingforsustainability.org/en/about-us/our-networks/asset-owners-network/bulk-annuity-sustainability-principles-charter.html
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What are asset owners doing?

Department
for Work &
Pensions

Independent report

QUiCK Start QUide for Trustees’ influence over social
pension trustees factor stewardship

Updated 3 April 2024 Fiduciary and other duties of
pension trustees

Contents

Consideration of social
risks and opportunities by
occupational pension
schemes

Addressing social factors in
pension schemes

Questions for your advisers and
service providers

Government response

Independent report

Guide from the Taskforce on Social Further reading
Factors: Considering social factors in

July 2022

pension scheme investments

Updated 3 April 2024

This was published under the 2022 to 2024 Sunak Conservative government
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Manager oversight
What are asset owners doing?

Example table shown to clients

ESG

Manager foundations

Net zero

Engagemen

Systemic
stewardship

Recommended actions

Amber

Manager 1

Manager 2

Manager 3

Amber
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Amber

See an alternative
manager, to help
understand what best in
class RI practices and
systemic stewardship looks
like.

Engage with Manager 2 on
its systemic stewardship
and voting practices.

Engage with Manager 3 on
its net zero approach and
systemic stewardship
practices.
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Systemic stewardship

We delve into how managers
are engaging with policymakers
and regulators on industry-wide
topics and whether they are
sufficiently focused on reducing

systemic risk.


https://www.lcp.com/en/insights/publications/responsible-investment-survey
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What does good systemic stewardship by asset LCP:s

managers look like?

—t
@ Clear policy positions é: Governance framework
Q"‘ Strategic approach & C ist
onsistenc
gic app ) y

@ Collaboration @ Progress monitoring

p—

Appropriate resourcin Disclosure of activit
p_+ PProp 9 (-T- ) y
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Publication

Responsible
investment survey

Grvesimen) (rvesmentsatoor) )

Investment managers have put more effort into their

responsible investment practices over the two years
since our previous survey - but is this effort being

focused in the right areas?

Systemic stewardship online event — December 2024

How well are managers carrying out
systemic stewardship?

Blog

Gilts, stewardship and
addressing climate risk

(Pensxcns & benefits) (!nvestment) C:lunate change, ESG and sustainable uwestmem)

powering
possibility



https://www.lcp.com/en/insights/blogs/gilts-stewardship-and-addressing-climate-risk
https://www.lcp.com/en/insights/publications/responsible-investment-survey
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Are managers focused on market-wide change?

39%

30%

P
=
F

% of managers
=
n
ES

25%
25%
22%
10%
5%
0%
1 2

34%

14%
4 5

i~

Promoting change at individual

Source: LCP Responsible Investment Survey 2024 (100 responses)
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companies

Seeking change across
the whole market
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How often are managers engaging LCP s
on market-wide topics and systemic issues?

40%

35%

% of managers
=4
=

25%

20%

15%

10%

5%

6% 6%

0%
Mot at all Mot relevant

Frequently Occasionally

Source: LCP Responsible Investment Survey 2024 (126 responses)
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How well are LDI managers engaging on

UK climate policy?

All LDI managers undertake
climate policy advocacy

Mostly engage as large asset
managers, not gilt holders

Level of resource varies

Source: LCP research of five large LDl managers
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Strategies and governance
frameworks could often be
improved

Transparency could be
improved, especially around
policy positions

Generally reluctant to

comment on UK
government’s net zero plans
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Are managers prioritising the right topics? Do,

Q5. What level of priority do you think the industry should put on the following topics, when engaging for system-level change?

Sustainability-related disclosure requirements for investee entities

Sustainability-related financial sector regulation

Govemance requirements for investee entities

Other financial sector regulation
5§ N N 8 0§ 8 0 8 0 0 0B B 0 B B B B B F§F B B F B B P EEEEE

Climate-related real economy policy

I Other sustainability-related real economy policy
I Provision of sustainable finance
I Other real economy policy
I 0% 10% 20% 30% 40% 50% 60% 70% 90% 100%

m High = Medium mlow mNone  mNot sure
B 5 B 5 B 8 B 858 0B B B 5 0 &8 B 8 0B &8 B B B B B B 0B B B B B B B 7

Figure 5. How often are managers engaging on various policy advocacy themes?
sFrequently = Occasionally mRarely msNotatall

Sustanachty.rated dcosurerequrements o vestee envves [N
Sustanabiy.rlted fnancel sector rguivon N

Govermance requrement o vesie ervses |

Ot nancalsecto reavon [N 000000

Il I I B B D D B B B B B BN B B B B B .
Climate-relaled real aconomy policy

Other sustainability-related real sconomy policy

Provision of sustainable finance

Other real economy policy

0% 10% 200' i 40% 50% B0% T0% BO% B0% 100%
L B N N N N 5B N N B N B N N N _§N _§ |

Source: Systemic stewardship roundtable survey 2024 (14 responses) & LCP Responsible Investment Survey 2024 (100 responses)
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Three key actions for asset owners LCP::

LD

Hold asset managers FEIC Pzl ]

to account

investor
statements

Industry
collaborations
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+44 (0)1962 873373 +44 (0)20 7432 6701
Claire.Jones@Icp.uk.com Ken.Willis@Icp.uk.com

At LCP, our experts help to power possibility by navigating you through complexity to make decisions that matter to your business and
to our wider society. We are powered by our desire to solve important problems to shape a more positive future. We have market
leading capabilities across pensions and financial services, insurance, energy, health and analytics.
All rights to this document are reserved to Lane Clark & Peacock LLP (“LCP”). This document may be reproduced in whole or in part, provided prominent acknowliedgement of the source is given. We accept no liability to anyone to whom this
document has been provided (with or without our consent).

Lane Clark & Peacock LLP is a limited liability partnership registered in England and Wales with registered number OC301436. LCP is a registered trademark in the UK and in the EU. All partners are members of Lane Clark & Peacock LLP. A
list of members’ names is available for inspection at 95 Wigmore Street, London W1U 1DQ, the firm’s principal place of business and registered office. The firm is authorised and regulated by the Financial Conduct Authority for insurance
distribution activity and is licensed by the Institute and Faculty of Actuaries for a range of investment business activities.

© Lane Clark & Peacock LLP 2024
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