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This report focuses on Lazard Asset Management’s approach to sustainable investing. For
further information about Lazard’s corporate sustainability, please visit lazard.com.

ENHANCING INVESTMENT
CAPABILITIES FOR A
CHANGING WORLD
2021 was a milestone year in many respects.
There were considerable challenges including
enduring another year of disruption from the
pandemic. The way we work and engage
with others continued to evolve both in
the physical and virtual realms. The virus
itself evolved, requiring new medical and
policy responses. This past year was also
monumental in recognizing the threat of the
climate crisis. The Intergovernmental Panel
on Climate Change (IPCC) report released in
August 2021 was declared “a code red for
humanity” by the United Nations SecretaryGeneral and warned of the consequential
dangers of inaction.
Although the challenges we all faced were
immense, collectively substantial progress was
made and even more ambition was brought to
the table. The healthcare sector responded with
effective vaccines and treatments, giving us the
tools needed to combat the pandemic. Hard
hit sectors experienced increased demand,
and workforces were offered opportunities to
return to work. There was a greater recognition
that the financial sector has a major role to
play alongside government, industry, and civil
society in addressing the climate crisis. Coming
out of COP26, the Glasgow Financial Alliance
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“The IPCC report released
in August was declared
a code red for humanity
by the UN SecretaryGeneral and warned of
the consequential dangers
of inaction.”

for Net Zero committed $130 trillion of private
capital to decarbonize global economies. In
addition, Lazard Asset Management (LAM)
became a signatory to the Net Zero Asset
Managers initiative, which now represents over
$57 trillion in assets under management (AUM),
with a shared commitment to align to net zero
by 2050 or sooner.
The financial markets have often insulated
themselves from externalities and have not
consistently priced in environmental and
social outcomes. That has begun to change,
whether it be from the broadening integration

of ESG considerations into investment
decisions or from the financial effects of the
increased frequency and severity of natural
disasters. Technological advancements and
the proliferation of data have created more
opportunities to derive investment insights,
but experience, skill, and idiosyncratic analysis
is needed to cut through the barrage of noise.
The securities market continues to be tasked
with more complex valuations as the sources
of financial value have become more intangible
and not captured on a company’s balance
sheet. Political shifts are also occurring,
challenging the post–World War II order
and changing our assumptions. This has all
led to a more complex and interconnected
world, where we believe the convergence of
environmental, social, and financial outcomes
is accelerating.
To successfully navigate this layered
complexity, managers seeking to incorporate
ESG considerations require a more
sophisticated investment analysis alongside
a more integrated investment process.
Fundamental research, development and
deployment of new tools and frameworks, and
engagement with companies and countries
to gather information and influence behavior
should happen in lockstep. LAM’s platform has
been supplemented by significant investments
in ESG resources at the firm between four
verticals including research, data and analytics,
stewardship, and client intelligence. This
report evidences the approach of our relevant
products with examples through 2021 and is
supplemented with additional information on
our integrated investment approach, which can
be found on our website.
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OUR FIRM
FOR DECADES, LAM HAS BEEN
MANAGING INVESTMENT
PORTFOLIOS AND PROVIDING
INVESTMENT ADVICE
TO INSTITUTIONAL AND
INDIVIDUAL INVESTORS
AROUND THE WORLD.

For decades, LAM has been managing
investment portfolios and providing investment
advice to institutional and individual investors
around the world. On-the-ground, global
fundamental and quantitative research is the
foundation of our investment approach. Located
in the United States, Europe, Asia, and the
Middle East, our investment professionals
collaborate on detailed analyses integrating
knowledge across regions, sectors, and asset
classes to arrive at unique insights.
We empower our investment teams to make
independent investment decisions, and we
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support them with global research capabilities
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SUSTAINABLE
INVESTMENT
AND ESG RESOURCES

Nikita Singhal
Co-Head of Sustainable
Investment and ESG

Jennifer Anderson
Co-Head of Sustainable
Investment and ESG

“We believe it is important to build a team with
direct industry experience and technical expertise
while balancing this with diverse skill sets that
help us navigate the structural changes to which
our investments are exposed.”

LAM has an integrated approach to ESG. It is
embedded into our investment functions for
relevant portfolios including research, portfolio
construction, and risk management. Our 250+
investment professionals are responsible
for incorporating environmental, social, and
governance-related risk and opportunity
assessments into their relevant investment
strategies. We think our ESG subject matter
experts add the most value by supporting our
investment professionals, who have in-depth
knowledge of individual companies held in client
portfolios. In addition portfolio management
teams often have long-standing relationships
with company boards, senior management, and
investor relations representatives who enable
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constructive engagements. However, we have
appointed individuals with specific technical
expertise to establish and coordinate LAM’s
ESG strategy globally.
By the end of 2021, our Sustainable Investment
& ESG team had expanded and evolved into four
key functions: research, stewardship, data and
analytics, and client intelligence. During 2021
we hired an expert in carbon accounting and a
climate scientist to further develop our climate
transition research and bottom-up carbon
modeling. We also hired an ESG credit analyst to
further enhance our ESG integration across both
corporate debt and sovereign debt. At the end of
2021, the team consisted of 12 members with a
combined industry experience of over 130 years.
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INTEGRATION
PROCESSES
AND
FRAMEWORKS
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Our relevant investment professionals,
including over 100 analysts and sector
specialists, are responsible for integrating ESG
considerations into their applicable research
processes, feeding back their learnings and
insights with colleagues, and conducting
stewardship activities. In addition we believe
that our analysts and sector specialists
are in the best position to fully understand
the financial impacts of material ESG risks
and opportunities within their sectors and
integrate them into investment decisions,
and they have the relationships and business
insight to conduct productive engagements
with companies and sovereigns. Investment
professionals also instruct voting decisions at
company annual general meetings.

Global Insights: Locally Shared and Distilled
We leverage our depth of experience, scale of resource, and global cognitive diversity to navigate
fast-moving markets and the rapid developments within the sustainable investment arena.
Investment insights are shared and debated among our investment professionals through digital
platforms, training sessions, and interactions with external experts and industry organizations.

Dragonfly
Dragonfly is a proprietary LAM digital message board with over 200 active users that functions
as a forum to express and debate macroeconomic views. It brings together LAM’s investment
professionals around the world in an environment designed to foster collaboration and knowledge
transfer. It enables idea creation on a range of relevant investing issues including those related to
ESG and sustainability. As of 30 September 2021, Dragonfly had over 7,000 threads and over 9,000
unique topics. As demonstrated by the word cloud below, climate change has been a recurring
focus of our discussions during the year.

NETWORK GRAPH ON #ESG FROM 2021
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ESG Training
LAM’s Sustainable Investment & ESG team
conducts periodic sessions on material and
emerging ESG issues. The goal is to increase
internal expertise and share training through
knowledge initiatives. Our foremost priority is
to integrate ESG across all investment decisionmaking.

CEO Series
In 2021 LAM initiated the “LAM CEO Series”
to foster more corporate engagement with our
clients’ largest corporate holdings. The CEO
Series hosts deep-dive conversations between
selected CEOs of publicly traded companies
with key LAM investment professionals,
fostering cross-collaboration between sectors
and specialties.
Each session is a bilateral discussion whereby
we provide the visiting CEO insight into the
relevant LAM investment teams and how
LAM’s employees work together to approach
and assess companies in which we invest.
At the same time, investment professionals
are able to engage across different industries,
discover diverse learnings, and apply those
insights to contrast sectors and scenarios.
Where appropriate, we incorporate discussion
of relevant sustainability issues including but not
limited to environmental-related considerations.
During 2021, we hosted 21 CEOs from a
variety of sectors and plan to continue this
program into 2022. CEOs hosted included
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Ball Corporation (packaging/industrials),
Intercontinental Exchange (financials), CocaCola (consumer staples), Thermo Fisher
Scientific (healthcare), Ralph Lauren (consumer
discretionary), and Pfizer (healthcare). With
both Coca-Cola and Ball Corporation, we
discussed different packaging types and the
respective environmental impacts, recyclability,
consumer preferences, and penetration of use.
With Intercontinental Exchange, we discussed
the growth of the environmentally focused
business and carbon markets. LAM colleagues
conducted follow-up discussions, allowing
for cross-sectoral debate and comparisons.
Learnings were discussed among investment
professionals to foster sharing of best practice
across sectors, companies, and management
teams. Feedback was also collected from the
presenting CEOs. We understood the meetings
to be mutually beneficial, providing insight to
company management teams regarding how
LAM operates as an investment advisor and
to understand more about our ESG research,
integration, and stewardship.

During 2021, the Sustainable Investment &
ESG team undertook a series of workshops
to support investment analysts and portfolio
managers to ensure a consistent firm-wide
process for ESG integration.

Net Zero Seminars for Investment
Professionals
Training was made available to all investment
professionals on net zero and climate change
in 2021. We hosted three internal investment
seminars focused on the pillars of LAM’s net
zero strategy: decarbonization, engagement,
and green revenues. There was participation
of more than 200 investment professionals
across all three sessions. The seminars focused
on sharing best practices in terms of external
initiatives and internal proprietary tools that
our investment analysts can leverage to help
quantify net zero and climate change issues
in a way that can be reflected in financial
models and valuations. The seminars included
external speakers from the Science Based
Targets initiative, Goldman Sachs SUSTAIN,
Transition Pathway Initiative, and the Children’s
Investment Fund Foundation.

Governance: Executive Compensation
and Proxy Voting
Together with an external governance
consultant, we hosted roundtable discussions
on executive compensation and board diversity
early in the year ahead of the 2021 proxy
season. In addition to these discussions, our
proxy operations specialists also held two
refresher training sessions for analysts and
portfolio managers on the software interface
used to implement proxy voting decisions.
In addition to these focused sessions,
we provide informal training through daily
investment calls, weekly thematic research
calls, and one-on-one interactions with our
investment professionals. The Sustainable
Investment & ESG team also continues to host
periodic meetings with our sales teams to
update them on changes to our ESG integration,
voting and engagement, and regulatory changes
while also attaining their feedback on client
views.
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Continued Evolution of
our ESG Integration

whereas data privacy and content moderation
present the most material social issues for
technology companies, in our view.

Materiality Mapping

During the last calendar year, we facilitated
global sector workshops to discuss and debate
insights shared by our sector specialists in both
equity and fixed income research. We collated
these insights to identify existing and emerging
issues that are material to each sector. We hold
workshops to help identify changes and new
issues to ensure that our insights reflect our
current views, and our process is ongoing.

To ensure a systematic and firm-wide approach
to governance, human, and natural capital
research, LAM has adopted a dynamic, global
proprietary process called Materiality Mapping
to identify the most material ESG risks and
opportunities in each sector. We consider the
financial materiality of ESG issues to exist on
a spectrum, with varying levels of intensity,
influenced by contextual considerations across
geographies and industries.
Materiality Mapping enables investment
professionals to contextualize the risks and
opportunities most pertinent to a specific
company given its operating activities. For
instance, the natural and social capital issues
that affect the metals and mining industry are
different to those that affect the technology
sector. In the mining sector, social issues
cluster around safety and community relations,
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In 2021 we further refined our Materiality
Mapping process so it can assess how
certain sustainability attributes may impact a
company’s or sector’s products, particularly
thinking about opportunities in this area in
addition to ESG operational risks.
During the year we held a series of Materiality
Mapping workshops that were focused on
how different sustainability attributes, such
as carbon emissions reductions and demand
for healthier foods, drive corporate revenue

opportunities—compared to purely focusing
on operational ESG risks. These discussions
are designed to feed into further refinement of
our current approach to Materiality Mapping to
more explicitly separate products and services
from operations-related material issues.
Materiality Mapping is the foundation for the
Sustainability Scorecards generated by our
relevant personnel, identifying the material risks
by sector and helping analysts determine the
extent to which human or natural capital issues
are material for an individual company.

Sustainability Scorecards
In addition to the Materiality Mapping process,
company level sustainability assessments
were formalized in 2020 by certain teams
through LAM’s proprietary Sustainability
Scorecards. For the professionals and teams
that employ them, the scorecards provide a
framework for assessing the materiality and
company response to sustainability risks and

opportunities concerning their products and
operations. Scorecards are updated on an
ongoing basis as new risks and opportunities
are identified through our global Materiality
Mapping workshops and through analyst
research and interactions with companies.
In 2021, a series of Sustainability Scorecard
workshops was undertaken. Workshops were
held with the International, US, and Emerging
Markets equity teams to ensure scorecards,
whenever utilized, are being completed in a
consistent manner globally. Topics covered
during the sessions included an overview of
the scorecards, how to assess materiality and
scoring, and examples of analyst comments
on products and services, and operations. In
addition to these workshops, the Sustainable
Investment & ESG team continues to review
each new scorecard for consistency of
approach and provides feedback to the relevant
sector analyst.
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Net Zero
It has become clear that tackling the climate
crisis will take a whole-of-society approach,
and the financial services sector has an
important role to play. In March 2021,
LAM joined the Net Zero Asset Managers
initiative, a group of asset managers
committed to supporting the goal of net
zero greenhouse gas emissions by or before
2050. This aligns with global efforts as set
out in the Paris Agreement to limit warming
to 1.5°C.
While the ambition is strong, target setting
is only the first step in achieving progress.
Over time, we expect climate data availability
to increase, measurement standards to get
adopted, and methodologies to improve.
At LAM we created our net zero strategy
by undergoing a comprehensive process
that included all relevant fields within the
firm: research analysts, portfolio managers,
risk, sales, information technology, and the
Sustainable Investment & ESG team. We
created an internal Net Zero Taskforce to help
ensure our ongoing response was coordinated,
timely, and informed.
We believe meeting our commitment enhances
our research capabilities by addressing
climate transition risks and opportunities while
prioritizing real world emissions reductions
and is consistent with LAM’s Climate Change
Investment Policy. As part of our commitment,
we will work in partnership with asset owner
clients on their decarbonization goals, consistent
with an ambition to reach net zero emissions by
2050 or sooner across all of LAM’s AUM.
Our commitment requires us to set an interim
target for 2030 that is consistent with a fair
share of the 50% global reduction in CO2
emissions identified as a requirement in the
IPCC Special Report on Global Warming of
1.5°C. To deliver on our commitment, we will
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follow the Paris Aligned Investment Initiative’s
Net Zero Investment Framework, based on
the broad scrutiny it provides beyond initial
target-setting, across capital allocation, climate
disclosures, and lobbying activities. We are
pleased to share more specifics about our
approach to managing net zero portfolios.

Our Three-Pillar Approach To Net Zero
LAM’s approach will be based on three pillars:
decarbonization, engagement, and green
revenues. This framework will clearly set out our
expectations of relevant portfolios and company
management teams in terms of decarbonization
pathways, engagement strategy, and exposure to
green revenues over time.

Decarbonization
The firm is developing a proprietary Net Zero
Dashboard to measure, track, and report on
historical and forward-looking carbon emissions
for both portfolios and their underlying holdings.
The dashboard will include a proprietary
screening tool our portfolio managers use to try
to identify the largest contributors to a portfolio’s
carbon footprint. Among other metrics, the
dashboard will track Weighted Average Carbon
Intensity of Scope 1 and Scope 2 greenhouse
gas emissions—emissions produced directly
by an organization’s assets and operations
(Scope 1) and indirect emissions from things
like electricity, steam, and heating and cooling
purchased and used in the course of operations
(Scope 2)—as recommended by the Task
Force on Climate-Related Financial Disclosures
(TCFD). We will look to phase in and report on
Scope 3 emissions, which are sometimes called
value chain emissions because they are created
outside of a company’s walls by suppliers,
franchisees, employees, and customers, over
time and separately from Scope 1 and 2 as
data becomes more available and more reliable.
We believe this data will be important to

combine with our own fundamental research to
further help mitigate climate risks and identify
opportunities.
Furthermore, we are developing a tool called
the Climate Alignment Assessment, which
is a methodology for bottom-up company
analysis derived from the Net Zero Investment
Framework. The assessment will set emission
reduction expectations informed by the
Science Based Targets initiative, the Transition
Pathway Initiative, CDP, and Climate Action
100+ research. These tools will help to identify
and increase attention on a subset of sectors
and companies within our relevant AUM that

represent a material share of our financed
emissions1 or the emissions generated by the
companies and other entities in which we
invest.

Climate-Related Engagement
Our Global Governance Principles underpin
our recommended approach to ESG company
engagement and provide a framework for
stewardship. These principles are founded
on the belief that long-term shareholder
value is enhanced through a comprehensive
assessment of stakeholder management.
With respect to net zero, we expect our
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focused engagement strategy will consist of the
following steps:
1. Information gathering to encourage
disclosure of emissions performance,
targets, decarbonization strategies, etc.
2. Influencing companies’ behavior with the
overall objective of aligning with a 1.5°C
pathway. We plan to achieve this step by
continuing to purposefully engage with
companies to move them toward net zero
alignment with a proposed escalation
pathway to encourage behavioral change as
necessary over time.
We believe it is also important to address how
companies are thinking about a so-called just
transition, taking into account the potential social
implications of the energy transition. Our climateintegrated research and focused engagement will

also inform our voting decisions with respect to
Say on Climate resolutions and climate-related
shareholder proposals.

Green Revenues
We currently assess exposure to climate
solutions within relevant portfolios using
third-party data and our own proprietary green
revenues framework, which was designed to
identify the proportion of revenues that fit under
the first two pillars of the EU taxonomy for
sustainable activities, climate change mitigation
and climate change adaptation. Based upon
work by our global fundamental analysts, we
have mapped the business activities of the
relevant companies into categories defined
by the FactSet Revere Business Industry
Classification System.

“Since signing up to the Net Zero Asset
Managers initiative in March 2021, we’ve
set about operationalizing our commitment.
This includes the development of a Net Zero
Portfolio Framework, an internal net zero
analytics tool for portfolio managers and
client reporting, and the integration of net
zero concepts into our investment research
and stewardship activities. These have
covered mostly the emissions reductions
elements of our net zero commitments, but
our attention is now turning to approaches for
climate solutions or how to finance the energy
transition.”

Expanding Our Knowledge with New
Sources of Data
To complement our proprietary research,
we have expanded our capabilities with
additional data from third-party providers.
These new datasets include an assessment
of whether corporations are on a path to
achieving a 1.5°C carbon budget, coverage
of physical threats climate change poses, a
carbon footprint analysis for sovereign bonds,
Scope 3 emissions, and EU taxonomy data.
While we consider these datasets to be in
the early stages of development with room
for improvement, they do provide greater
coverage of the investment universe and can be
enhanced by our fundamental research. We will
continue to assess third-party data providers
for measuring various climate metrics including
exposure to green revenues and technologies
that enable decarbonization.

is required across their sector. Informational
engagements with companies influence the
models and help us better understand the
actions companies take to decarbonize.
Multinational Power Utility
A diversified multinational utility company that
supplies electricity to customers in almost
50 countries issued public decarbonization
targets that seemed ambitious. Our Sustainable
Investment & ESG team alongside our utilities
sector analyst created a bottom-up carbon
model to ascertain if, in our view, their targets
were achievable. Using our assumptions, our
analysis concluded that the company would be
unable to meet its stated targets. We determined
that engaging with the company would be the
best option forward, including walking them
through our model to better understand their
decarbonization strategy.

Bottom-Up Carbon Modeling

Airline

As appropriate, proprietary carbon models
are created in conjunction with the relevant
sector research analysts to enable us to model
a company’s current emissions trajectory to
2030. The models consider scope 1, 2, and 3
emissions. For appropriate strategies this allows
us to assess the credibility of a company’s
emission reduction targets, by comparing them
to our “LAM credible” pathway trajectory as
well as compare the emissions trajectory of a
company with the decarbonization pathway that

In 2021, having helped developed sector
Materiality Maps and knowledge of resource
management for the transportation sector,
our sector analyst created a carbon model
to assess the carbon intensity trajectory of a
particular airline and tested it against different
methodologies including: our proprietary
methodology, Science Based Target initiative,
and Trucost. The model confirmed our view
about the company’s carbon efficiency relative
to its peers and the potential for the company to
decarbonize.

“Our proprietary framework to identify
companies’ alignment to net zero pathways
enables us to run portfolio analytics, screen
large universes, and assess emissions
performance relative to targets.”
Filiberto Fabbro Research Analyst

Tim Smith Research Analyst
16
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“Physical climate risk has imminent and material
implications for investors. Understanding and
managing risks and opportunities arising from
climate hazards is critical.”
Prad Parhi Thematic Analyst, Climate Change
Physical Risk
For physical climate risk identification and
assessment, the firm’s relevant teams can
leverage our proprietary ESG and investment
research as well as source third-party scores
related to water stress, floods, heat waves, cold
waves, hurricanes, wildfires, and sea level rise.
We recognize that the data related to physical
climate risk, specifically business-exposed
locations, vulnerability, and adaptive capacity,
is challenging and is constantly evolving. We
continue to explore new datasets and partners
to augment our existing datasets. We have
started to assess risks and opportunities on
a case-by-case bottom-up basis and have
designed a preliminary top-down framework to
help us prioritize which sectors, geographies,
or hazards are of importance and should
be analyzed first. Our prioritization is based
on multiple dimensions including a) LAM’s
percentage ownership, b) investment time
horizon, c) IPCC Representation Concentration
18
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Pathways, and d) sensitivity weights for
differing physical risks that may vary based on a
specific company’s financial, human, and natural
capital intensity. We will continue to enhance
this top-down framework. For example, we
would look to add a materiality lens that helps
us better assess the level of financial risks of
different kinds of climate hazards, which may
vary across regions and sectors. Potential
next actionable steps include engaging with
underlying issuers, identifying risk management
options, and monitoring their mitigation
commitments.

concentration in the Northwest of the USA
was adversely affected by heat waves and
drought. Due to input cost inflation and quality
concerns with the seasonal agricultural crop,
the company’s profitability and stock price were
negatively impacted. In coordination with our
lead consumer durables analyst, our climate
scientist—embedded in LAM’s Sustainable
Investment & ESG team—conducted
an independent event risk analysis using
specialized knowledge of climate science
and alternative datasets from various sources
including weather stations, satellites, and
climate models. We constructed multiple
climate indexes as proxies to characterize the
two main stressors—shortage of water and
excess heat. Conducting an empirical analysis
of these reconstructed indexes spanning
more than 70 years is designed to produce
an estimate of the likelihood of such rare
events and future reoccurrence probabilities
over different time periods. This data was
incorporated by the sector analyst into the
fundamental valuation process to stress test
and build conviction around the investment
analysis. We believe such dynamic physical
climate risk analysis provides an edge to our
bottom-up stock selection process and creates
differentiated alpha opportunity for our clients.

Third-Party Data Providers
LAM uses several third-party datasets to
provide relevant investment teams with a wide
variety of environmental, social, and governance
data points. We recognize that the ESG data
and ratings space is evolving quickly, so we
conduct regular assessments of both the quality
of current providers and the consideration of
new data providers to ensure we meet the
needs of our clients and future regulation.
In 2021, LAM reviewed several third-party data
providers related to:
• Supporting the reporting requirements of
Sustainable Financial Disclosure Regulation
(SFDR)
• Providing engagement tracking
• ESG controversy data sources
• Temperature alignment data for portfolios
• Proxy voting insights and trends
Some solutions have been built in-house. For
example, a proprietary Net Zero Framework has
been developed to model carbon emissions of
corporates on a proprietary basis rather than
acquiring date from a third party. In 2021, a new
data provider was onboarded to assist with the
disclosure and reporting requirements under
SFDR.

“Client and regulatory requirements increased in 2021 as SFDR
and the EU taxonomy imposed new disclosure obligations. As part
of our commitment to exceptional client service, we continue to
partner with our clients to meet their objectives and support the
broader goal of improved transparency for the industry.”

Climate Scientist Partners with Consumer
Durables Analyst
During 2021, the experience of extreme
weather and catastrophic climate events in
combination with the COVID-19 pandemic
brought supply chain disruptions and inflationary
concerns to the top of investors’ agenda. A
food company with upstream supply chain

George Clift, CFA
Vice President,
Product Specialist

Cristina Rebello
Vice President,
Business Analyst
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ESG

INTEGRATED
STRATEGY
HIGHLIGHTS

Our investment professionals focused on ESG matters understand that human and natural capital
considerations, such as climate change and societal inequalities, can present material investment
risks and opportunities. The degree of financial impact and the drivers of financial materiality may
vary among asset classes, individual strategies, and investment time horizons. Our approach is
tailored according to the asset class and style with the awareness that sustainability considerations
impact risk, return, liquidity, and other investment objectives in many ways. Several examples are
provided below that illustrate our tailored approach across selected strategies and asset classes:
US Large Cap Equity
Our Net Zero Framework was developed to help participating teams better understand alignment with a
1.5°C pathway across individual portfolios. A comprehensive bottom-up net zero analysis of all holdings in our
US Select portfolio, the largest equity strategy at LAM, was undertaken to be used as a basis for company
engagement. The assessment looked at company disclosure, historic reduction activities, and future plans
to reduce emissions. Using proprietary tools, future ambition trajectories were modeled, and key risks and
opportunities evaluated. Using this analysis, in-depth engagement questions were compiled to enable further
diligence and better understanding. In some cases, the analysis has been presented to company management,
and this tool has been used to highlight gaps that need addressing versus peers or best practice.

“Systematically integrating climate-related research into
relevant investment processes has strengthened our ability
to conduct comprehensive bottom-up, fundamental analysis
on companies. We’re increasingly seeing climate-related
factors impact companies in material ways given regulatory
developments, changes in customer preferences, and
technology breakthroughs, among other considerations.”
Shanu Mathew Research Analyst, US Equity

Emerging Markets Equity
The Lazard Emerging Markets Equity team generally incorporates ESG considerations in the accounting
validation and portfolio construction stages of their investment process. Where ESG considerations are
material and may impact stock valuations, analysts’ factor in the cost of poor ESG practices (or the benefits of
good ones) into valuations. The EM team formalized proprietary risk scoring for emerging markets securities
in 2001, which enables better discussion on investment opportunities and greater discipline when buying,
adding, selling, or trimming positions. ESG risks are weighted and can account for a significant portion of
the total risk score. The risk score is finally applied to the price target to determine the risk-adjusted upside
potential of a stock.

“Our approach to ESG analysis goes hand-in-hand with
identifying risks and opportunities. In our overall risk
discounting process, ESG receives the largest risk weighting
because we see it as indicative of the alignment between
company management and their stakeholders.”
Lada Emelianova Research Analyst, Emerging Markets Equity

20
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Global Fixed Income

Automotive Company

Sovereign

With growing concerns about climate change pressuring corporate and government issuers to reduce their
carbon footprints, our Global Fixed Income team believes that a thematic approach to sustainable investing
can add value from both an opportunistic and defensive perspective. Evaluating environmental factors is,
in this team’s view, as critical as assessing social and governance factors. The team now has a meaningful
percentage of capital invested in labeled green, social, and sustainable bonds in the global fixed income
strategies and have been investing in these “use-of-proceed” bonds since 2015. The Global Fixed Income
team collaborates with LAM equity analysts for engagement with corporates, leveraging LAM’s proprietary
Materiality Mapping framework for ESG analysis.

Our European Fixed Income team gave an
overweight credit view on an automotive company
largely due to the company’s ambitious electric
vehicle strategy that the team believes will help
grow the company’s market position in the
growing clean autos market.

Following the suppression of widespread
protests over electoral irregularities and after the
authoritarian government forced a civilian airliner
to land in its territory carrying an opposition leader,
our Emerging Markets Debt team eliminated their
exposure to Belarus.

Consulting Company

Equipment Manufacturer

Our International analyst shared her conviction
for a consulting company that is diversifying their
services with sustainability-related offerings. She
expects the company to benefit from increased
demand to decarbonize, increased regulatory
requirements, and stakeholder demands for clients
to improve their sustainability performance.

An analyst on our Emerging Markets Equity team
confirmed his conviction in the company after
noting its continued safety innovations. In addition,
they have made substantial progress on the
electrification of their products compared to peers,
who in some cases were expanding gas-powered,
product lines. He expects the company to benefit
as he anticipates the market for gas-powered
products to shrink in the medium term.

“Just as fixed income investors must assess fundamental
credit metrics for different types of issuers (corporate,
sovereign, quasi-government, supra-national), they must
also understand other details including use of proceeds for
green, social, and sustainable-labeled bonds.”
Yvette Klevan Portfolio Manager/Analyst, Global Fixed Income

Retailer: Human Capital and Living Wage

ESG INTEGRATION IN ACTION
State-Owned Petroleum Company

Healthcare Company

After our Emerging Markets Debt team performed
an analysis that identified underinvestment in the
country’s infrastructure, which has contributed
to numerous safety and environmental incidents
including oil spills and explosions, our Emerging
Markets Debt team reduced their holding in a
state-owned producer, refiner, and distributor of
petroleum products.

Our Emerging Markets Equity analyst flagged the
company after several high-level management
changes, including resignations and demotions,
were announced. Governance is a key investment
consideration, and the analyst reduced the
company’s governance score, which impacted the
prescribed discount rate.

A discount retailer with high financial productivity had a previous history of poor employee relations that
began to resurface during the pandemic. The hardship COVID-19 created for many Americans exacerbated
our concerns about how companies interact with their employees, particularly with regard to labor costs.
Because they rely on brick-and-mortar transactions, there is a great deal of pressure to keep labor costs low.
We felt we needed to better understand two specific wage-related investment risks more clearly:
1. To what degree are they “over-earning” by underpaying employees in the short term? If wages
increase, whether through competitive forces or new minimum wage laws, would the company be
able to sustain its current level of returns?
2. Are the retailer’s wages a reputational risk? How likely is it that a community backlash might cause
shoppers to avoid the store in the future?
We worked with a team at Massachusetts Institute of Technology (MIT), which specializes in the analysis
of labor costs, and created the Living Wage Calculator to help us achieve more valuable insight into wage
dynamics at the company. We worked with MIT to determine:
• Whether the company pays its sales associates a living wage
• Whether a gap exists between their wages and a living wage and whether that gap is more substantial
in historical company strongholds regions
• The impact on employees without an alternative source of income

Materials Company

Technology Company

Our US Industrials analyst added a materials
company to a buy recommendation after
identifying that the company was able to increase
its market share in traditional wood products
due to its focus on increasing use of inputs from
recycled materials.

Data privacy is normally a material ESG
consideration for technology firms. Our
Technology analyst noted that social media
advertising is much more dependent on personal
data to build a picture of the user to serve relevant
advertisements compared to search engines. It led
him to recommend a stock with a business model
that supports data privacy and is perceived as a
public good.
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From an investment perspective, we used this information in multiple ways. First, the analysis gives us a
framework to evaluate what it could mean to company profit levels if law makers increase the minimum
wage or if they make changes in the availability of public benefits, which could put pressure on the company
to increase wages and benefits. Second, the analysis allows us to dig even deeper on the company’s
competitive position and whether it is potentially disadvantaged versus competitors, which have proactively
taken steps to improve workers’ pay. The final consideration is the social contract between the company
and its workers. By way of example, a round of bad press highlighting low pay at the company could have
significant negative implications for sales or employee turnover. These issues have impacted our scenario
analysis and have provided us with a powerful tool for valuing the company’s shares and engaging with
company management.
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Setting the Table
for 10 Billion

Sustainable Agriculture
Launched in 2021, LAM’s Sustainable Agriculture strategy is designed
to address the growing challenges to the future of food supply amid
population growth and the interaction of agricultural practices with climate
change. The investment team believes responding to these challenges
represents a long-term investment opportunity. The strategy is structured
as a collection of solutions that seeks to take advantage of the trends,
innovations, and practices being implemented in agriculture that address
these themes globally. Portfolio construction employs proprietary data
science-driven techniques alongside fundamental analysis to deliver a
portfolio of equities in companies that, in our view, will most benefit from
this opportunity.

“Capital formation within sustainable agriculture is
accelerating across farm innovation, food evolution, and
ag-based renewables because agricultural sustainability is
about increasing efficiency.”

SUSTAINABILITY-FOCUSED

STRATEGY HIGHLIGHTS
In 2021, we launched the Lazard Digital Health strategy, an actively
managed global equity strategy with a focus on scientific and
technological breakthroughs that are disrupting the health ecosystem. The
strategy aims to capture our belief that the health ecosystem will see a
profound transformation over time, away from the unsustainable status
quo and towards more affordable, accessible, transparent, and userfriendly care with better health outcomes for more people. The portfolio
management team identifies companies offering Digital Health Solutions
across key areas such as Health Big Data, Advanced Diagnostics, Targeted
Therapies, and Enhanced Aging.
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Bottom Billion
Our Bottom Billion Equity strategy is implemented with the intent of transforming lives of people at the base
of the income pyramid by investing in companies for whom positive impact is at the core of their business
models. We believe we are at an inflection point as the pressing challenges of climate change and the rising
attention on inequality have highlighted serious implications for the people at the base of the pyramid.

Digital Health

Every company under consideration for the Digital Health strategy is
subject to a bottom-up assessment of sustainability factors pertinent to
the Digital Health investment opportunity. The portfolio management
team, both prior to investment and on an ongoing basis following
investment, assesses companies under a proprietary sustainability
framework comprising key ESG factors relevant to the sector. This results
in Digital Health companies being scored based on their performance
against four categories of ESG factors: 1) Affordability & Access, 2) Data
Security, 3) Medical Ethics, Safety, Litigation, and 4) Environmental
Health.

Terence Brennan Portfolio Manager/Analyst, Sustainable Agriculture

Affordability
& Access
Medical
Ethics

Data Security
Managment

Environmental
Health

For illustrative purposes only
Source: Lazard

Since launch, we have enhanced our investment process with by introducing tools such as “fragility scores,”
which measure the risks in each of the countries in which we invest, ESG scores for our risk-adjusted price
targets, and implemented sustainability scorecards to measure the materiality of ESG factors for all our
portfolio holdings to evaluate management teams in addressing sustainability risks and opportunities.
In 2021, we reviewed efforts to standardize and improve impact measurement. We continue to map our
portfolio holdings to the UN Sustainable Development Goals, which are a blueprint to achieve a better and
more sustainable future for all. While at the same time, we have been refining our approach by utilizing a
variety of other industry resources that are contributing to the standardization of impact measurement. For
example, the Impact Measurement Project has developed a five-dimension framework to determine impact
and assess what data is available to measure impact2. In addition, to further enhance our measurement of
impact, we utilize our Impact Money Multiplier, which seeks to quantify social and environmental impact. We
attempt to measure the relevance and scale for impact from a company’s product, service, employment, or
general economic contribution through analysis resulting in a projected Economic Value of Social Outcome.
We also utilize this information for our engagements with management teams. We believe developing
strong relationships with our companies through engagement will lead to more positive outcomes as well as
financial returns.

“Our proprietary ESG framework, tailored specifically for the
healthcare sector, is designed to embed the consideration of
sustainability risks and opportunities into the Digital Health
investment process.”

“We do not believe there is a tradeoff between societal
and financial returns. We believe that the opportunity at
the base of the pyramid offers an unprecedented growth
opportunity for investors.”

Ryan Hutchinson Portfolio Manager/Analyst, Digital Health

Terrence S. Gray Portfolio Manager/Analyst, Bottom Billion
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“Engaging with issuers in both equity and credit
portfolios gives us a better understanding of how
they are responding to the risks and opportunities of
environmental and social change, which continues
to accelerate. Our active voting and engagement
allows us to encourage change when companies fail
to meet our expectations on sustainability practices.”

STEWARDSHIP

Elly Irving
Director of Stewardship and Chair of the LAM Stewardship Committee
LAM Stewardship Committee

Being good stewards of capital means that we
can better understand how the companies in
which we invest are operating and how they are
adapting their business models to work with
their stakeholders to deliver sustainable returns.
Among other things, our focus has been on
gathering information on how companies are
adapting as they come through the pandemic
and thinking about how to respond to risks and
opportunities. Our relevant personnel have also
initiated more purposeful engagements where
we believe risks or opportunities are not being
addressed adequately. As active investors with
established relationships and deep knowledge
of the companies in which we invest, we believe
we are in strong positions to constructively work
with management teams to drive change.
Our role as stewards of our clients’ capital
does not just require us to engage with
issuers but also draw on all tools available to
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us to influence companies to promote more
effective management of sustainability issues
that we believe are material to the investment
thesis. We can also influence through industry
involvement from engaging with policymakers
like commenting on US Department of Labor
rulemaking or sharing net zero best practice
through the Investor Group on Climate Change
(IGCC). The majority of our clients delegate
their voting rights to us, which allows us to hold
companies to account when we identify poor
governance practices. Without proper oversight,
its challenging to respond to human and natural
capital issues adequately. We believe that these
engagements and voting decisions should
be taken by the same individuals modeling a
company’s financials or determining exposure
within a portfolio. On the next page are examples
of how we have continued to evolve our
stewardship journey through 2021.

2021 was the first full operating year for the
LAM Stewardship Committee. The committee
was focused on several priorities including
oversight of engagement letters and escalations,
implementation of our global governance
principles developed in 2020, detailed review
of all stewardship practices in line with our
commitment to the 2020 UK Stewardship
Code, and the development of a collaborative
engagement framework.

Engagement
We typically have participated in around
4,500 company meetings per year. Our
2021 data shows that ESG topics were
discussed in 36% of all company meetings,
with environmental topics most frequently
discussed with company management.
Investment professionals conduct meetings
with company management as a regular part of
the research process and to better understand
how companies are deploying their capital
and conducting their business operations.
The prioritization of the engagement may
reflect both the materiality of the issue and
the significance of the security within a given
portfolio. During meetings with companies,
investment professionals may engage with
company management on a variety of issues
including ESG matters. Engagements can

be prioritized by applying one or more of the
following criteria:
Proactive engagement:
• A company weakness identified through
Materiality Mapping or company-level
Sustainability Scorecards
• Triggered by the proxy voting process and
engaging ahead of an investee company’s
annual general meeting (AGM) or
extraordinary general meeting (EGM)
• Low ESG scores or downgrades from our
third-party data providers
• Thematic research and frameworks can help
us to define priorities, for example our Net
Zero Framework
• Firm-level stewardship priorities as discussed
by our Stewardship Committee for climate
transition, employee diversity and inclusion,
and executive remuneration. We plan to
formalize these policies and processes in
2022
Reactive engagement:
• Responding to company requests for our
feedback on their ESG practices or attending
ESG roadshows
• Seeking to understand a potential controversy,
such as allegations of bribery or misselling
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Information Gathering ESG Engagement Case Studies
The information gathering engagements by fundamental research personnel may focus on
individual companies but also may be thematic engagements across an investment strategy. For
example, the team managing our gender diversity equity strategy has engaged with 39 global
companies across multiple sectors during 2021. The objective of these engagements was to further
our understanding of each company’s diversity and inclusion initiatives, and one example from our
discussions with Procter & Gamble is detailed below.
Procter & Gamble (P&G)—Equity holding
Topic: Employee diversity, equality and inclusion (DE&I)
Rationale:
To discuss P&G’s new gender balance targets for 2025 and deeper understand their process and progress in
this area.
Details of Engagements
We met with P&G to hear about their progress to date in reaching their 2020 DE&I targets of 50% female
representation on the Board and 40% on the Executive Committee. Given their substantial progress over the
years, they further raised expectations to achieve gender balance at every level within the organization and to
achieve 40% representation of multicultural employees at every management level in the US by 2025.
We discussed their clear accountability for progress and the data system used to track diversity metrics,
new gender-balanced policies for parental leave, and other programs of work extending well beyond P&G’s
own organization. Examples include leveraging their voice in advertising and media to tackle bias, removing
barriers to education for girls, and removing barriers to economic opportunities for women through corporate
and branded programs and policy advocacy.
Outcomes and next steps:
We are pleased that having already reached gender balance at the management level, P&G has raised their
ambitions further. They are now targeting gender balance at every level within the organization. In the US,
they target 40% representation of multicultural employees at every management level.

Honeywell—Equity holding

We commend P&G for taking a holistic approach to DE&I, not only focusing on their own business but also
the impact they can have externally through their brands, consumers, supply chains, and the communities
they serve. We intend to monitor representation metrics versus targets, and in future discussions, we will
look for greater data on progress.

Topic: Environment—Climate Change

Purposeful Engagement Case Studies
Some engagement efforts are more outcome-oriented or purposeful. Although we do not engage
in activist activities, we may conduct more purposeful engagements with company management
and/or its board of directors when we believe that is appropriate for stewardship purposes. Such
engagements can involve letters sharing our research views with management or requests for a
structured dialogue with members of the board. LAM is also able to participate in engagements
coordinated with other shareholders and stakeholders, when they are deemed to be in the best
interests of clients and approved by LAM compliance professionals.
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Honeywell is a multinational conglomerate with primary operations in the four areas of: aerospace, building
technologies, performance materials and technologies, and safety and productivity solutions.

Purpose of Engagement
Following an engagement with the company, we were invited to present to Honeywell’s senior management
and ESG Counsel to share LAM’s net zero analysis of the company and to discuss opportunities for the
company to establish a leadership position.
Details of Engagement
• LAM presented a comparison of Honeywell’s net zero approach to a best practice investment framework
from the Institutional Investors Group on Climate Change (IIGCC), showing that Honeywell has made good
progress on relevant criteria but could improve disclosures by providing more information and setting more
detailed targets.
• The team commended Honeywell on areas of strength and provided specific advice on how Honeywell
could translate additional disclosures into its future emissions trajectory.
• LAM also shared our perspective on how investors think about climate metrics and the data sources used,
which provided company management with a better understanding of the investor perspective.
Outcome of Engagement & Future Objectives
We believe this dialogue has built trust with Honeywell and created a foundation for future dialogue on their
progress and challenges related to climate. We have now established an ongoing net zero dialogue with
Honeywell to continue the conversation.

Sustainable Investment 2021 Year in Review
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Lojas Renner—Equity holding

Case study: Fixed Income South America—Sovereign Debt

Lojas Renner is Brazil’s largest department store chain and fashion retailer, also operating in Argentina and
Uruguay.

While engagement is a cornerstone of ESG investing across asset classes, engagement with governments
through fixed income investing remains more challenging and is therefore more limited in scope and
frequency.

Topic: Social—supply chain practices
Purpose of Engagement
To engage with Lojas Renner management to understand their sourcing of cotton, in particular from the
Xinjiang province in China.
Details of Engagement
• Management highlighted that most of the cotton the company sources is produced in Brazil, which is
a major global producer of cotton. In addition, since 2020, Renner’s products made of cotton have the
requirement of being certified as part of the Better Cotton Initiative (BCI), which assures that cotton is
sourced responsibly, both from an environmental and labor perspective.
• BCI is a non-profit organization, created in 2005, based in Geneva, Switzerland. BCI works to improve
world cotton production for those who produce it, for the environment in which it is grown, and for the
future of the sector. BCI prioritizes i) the continuous improvement of good production practices; ii) fair
labor relations; iii) transparency for the market and traceability of cotton. BCI certified cotton is produced
considering criteria such as labor rights, conscientious use of water, chemicals, and pesticides.
• In response to our inquiry, Renner management stated that it does not have exposure to cotton sourced
from the Xinjiang province of China as the BCI does not certify cotton farms in that geographic region.
Since Lojas Renner will not buy cotton from uncertified farms, the company believes it has no exposure to
potential supply disruption or regulatory risk.
Outcome of Engagement & Future Objectives
The meeting provided clarity that Renner’s supply chain sourcing currently has no direct exposure to this
region and has policies in place such as BCI certification to help manage oversight.

We spoke with Colombia’s Director of Public Credit to discuss the country’s ESG efforts and the imminent
publication of its green bond framework. He outlined the government’s commitment to net zero carbon
emissions by 2050 and the state-owned company’s plans to diversify its business model, reduce emissions,
and trade carbon emission certificates. We also discussed the country’s efforts to develop a green bond
taxonomy, which will be aligned with the EU taxonomy but will focus on issues more specific to the national
geography. The government has engaged with the World Bank for assistance with the taxonomy, which will
focus on land use around cattle and water management.
We had a follow-up engagement shortly before the sovereign began issuing green bonds in local markets
in September 2021. Given the current limitations on the amount of eligible green projects, total issuance
is expected to amount to around 5% of the government’s financing plan. Local green bond issuance will
continue in 2022 with local green bonds becoming a permanent fixture in the monthly local issuance calendar.
We will continue to engage with Colombia’s national authorities to provide feedback on its sustainable bond
issuance. Once the green bond framework has been finalized, we expect that the government will begin work
on a social bond framework as well, and we expect to continue our dialogue as this framework evolves.

Case study: Fixed Income Asia—Sovereign Debt
We spoke to the Pakistan Water and Power Development Authority utility’s financial team about their
inaugural green bond issue and conveyed our view that the company’s green bond framework lacked detail
and was not formulated with sufficient representation and coordination among ministries and government
agencies. We also questioned management concerning the construction of a dam in an area under dispute
between neighboring countries.
Following our initial discussion with the issuer, we participated in a working group of investors organized by
the Emerging Markets Investors Alliance to discuss enhanced principles for EM-labeled bonds that would
strengthen feedback and endorsement among investors, issuers, underwriters, and external verifiers.
We have relayed our views to the underwriter and will continue to scrutinize the sustainable bond frameworks
of all new issuers.
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Engagement Outcomes
We built additional functionality into our corporate access database so that any company meeting
where an ESG topic has been raised and tagged can be better tracked as part of engagement
monitoring. We also added a template for purposeful engagements to improve monitoring for
clients. The enhancements to our research database for fundamental investment personnel have
allowed us to better monitor and track engagements and help us develop clearer case study
templates so we can draw out the investment-related outcomes and communicate examples with
our clients more effectively. We intend to explore options to further strengthen our engagement
tracking capabilities in 2022.
Case study on engagement outcomes: Coca-Cola Europacific Partners—Equity
Coca-Cola Europacific Partners (CCEP) is the bottling company involved in marketing, production, and
distribution of Coca-Cola products and affiliated brands across four key regions—Europe, Australia, AsiaPacific, and Indonesia.

Topic: Governance—remuneration
Purpose of Engagement
We believe that sustainability is key for CCEP to preserve and improve its current top-line growth and return
profile, and we see a number of risk factors around packaging, nutrition, and water usage that CCEP needs to
address and manage to sustain and improve its returns over time.
Details of Engagement
When we began the engagement, the current long-term incentive plan did not include a sustainability
metric—it was purely based on earnings per share (EPS) growth and return on invested capital (ROIC).
We held a call with the board member who is chair of the Remuneration Committee to advise on potential
sustainability metrics and weighting of those metrics within the Long-Term Incentive Plan (LTIP). We
recommended a 20%–25% weight of sustainability metrics in the LTIP, based on a combination of three
metrics:
• Packaging: % of recycled plastic used in PET
• Water: use ratio by category
• Climate: target energy use ratio
We did not recommend increasing the percentage target of low- to no-sugar beverages as it might be counter
to consumer preferences.
Outcome of Engagement & Future Objectives
Within 18 months of our discussions, we were encouraged to see that the Remuneration Committee had
introduced a carbon-reduction metric into the LTIP, alongside the EPS and ROIC targets. A “green future”
metric capturing research and development, and investment in reducing plastic packaging was also added
to the annual bonus. This outcome reinforced our conviction in the company, and we continue to hold the
shares.

LAM Engagement Escalation Framework

1.
FACT FINDING
Aim: Fact finding
to get more
disclosure on
emissions
performance and
targets

2.
PURPOSEFUL
ENGAGMENT –
IR/MANAGEMENT
Aim: Influence
companies to
progress across
the assessment
categories

3.
PURPOSEFUL
ENGAGMENT –
BOARD LEVEL
Aim: To escalate
engagement, ask
if previous
interactions with
management
have not been
successful

4.
COLLABORATIVE
ENGAGEMENT
Aim: If suitable
opportunities
arise to engage
with peers we will
escalate through
collective action

5.
PROXY VOTING
Aim: Vote against
management
where no
progress has
been made.
Actively vote on
climate-focused
shareholder
proposals

6.
DIVEST
Aim: As a last
resort, if no
progress has
been evidenced
through
engagement or
voting we will
consider
divesting our
holding

Escalation Case Study: FedEx Corp.—Equity holding
Topic—Governance—executive remuneration, board composition, and disclosure
FedEx Corp. delivers packages and freight to multiple countries and territories through an integrated global
network. The company provides worldwide parcel and freight delivery, supply chain management services,
customs brokerage services, and trade facilitation and electronic commerce solutions.
Purpose of Engagement
To unlock value for shareholders through sharing observations in three primary areas: i) the alignment
of FedEx’s long-term financial goals with executive compensation of long-term incentive metrics, ii) the
composition of the corporate board and management, and iii) the levels of disclosure concerning the Express
business.
Details of Engagement
Constructive discussion-based meetings were conducted with FedEx representatives—President/COO,
CFO, and two board members—over a number of months during which LAM and FedEx shared views
on these topics. LAM subsequently voted against the approval of the company’s compensation plan and
followed up with a letter to the board, which outlined our position and actionable suggestions to satisfy our
recommendations.
We suggested that a closer alignment of long-term executive compensation to at least two core long-term
financial goals would incentivize improved financial productivity as well as incorporating relative share price
performance into management goals. Overall, we encouraged the Compensation Committee to establish a
more robust set of metrics that would align management compensation with the overall long-term financial
goals the company has set out.
We believed the resignation of two board members created unique opportunities for the company, particularly
for bringing in new expertise and external perspectives for management as well as maintaining or expanding
its favorable board diversity. In addition to maintaining a diverse board, we also encouraged the company to
consider both internal and external candidates for executive roles to create a diverse management structure.
Finally, we shared concerns around the level of disclosure related to the Express business including strategy,
financial targets, and geographical breakdowns of financial reporting to allow for local peer comparisons.
Outcome of Engagement & Future Objectives
While the company has not yet appointed any external candidates to the executive management team, we
are encouraged that the board maintained its pursuit of increasing diversity through the recent board member
addition in December. We will continue to monitor and engage with the company in 2022 to see whether
our compensation-related, or financial reporting transparency requests have been met. These governance
aspects, alongside our investment thesis, will help to inform our voting decisions at the next AGM.
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Equity Holdings and Voting Outcomes
Within our equity strategies, proxy voting outcomes can be material to our investment case, as
illustrated in the case study below:
Case study: BHP—Equity holding
BHP is an Australian multinational mining, metals, and petroleum company.

Topic—Voted against approval of the Climate Transition Action Plan
Details of Engagement
Our engagement took into account our analyst’s Sustainability Scorecard for BHP combined with the
application of our proprietary net zero modeling, which showed opportunities for BHP to close the gap
with peers as climate strategies rapidly evolve across the industry. Ahead of BHP’s AGM, which included
shareholder approval of BHP’s newly published Climate Transition Action Plan (CTAP) via a “Say on Climate”
vote, we reviewed the plan in detail.
Following analysis and discussion between LAM’s mining sector analysts, portfolio managers, and
Sustainable Investment & ESG team, we assessed the strengths and weaknesses of the CTAP. We also
engaged with industry peers and considered additional third-party research from IIGCC, our proxy providers,
and CDP.
Outcome of Engagement & Future Objectives
At the AGM, LAM voted against approval of the CTAP given our concerns that BHP’s Scope 1 & 2 targets
were not science-based. The vote against approval of the report was 17%, the highest level of dissent for a
Say on Climate vote during 2021. We explained our voting rationale to the company ahead of the AGM and
organized a follow-up engagement to further understand and discuss the issues.
As a result of constructive discussions, the LAM analyst updated their Sustainability Scorecard to reflect
views of the CTAP. The analysis prompted further enhancement of our net zero modeling to set industry-level
expectations on Scope 3 targets.

OUR VOTING RECORDS
In 2021 LAM analysts voted in 5,136 meetings—
of which, 4,261 were on a case-by-case basis
(83%), 784 followed the LAM-defined policy
(15%), and 91 were in conflict (2%). In all cases,
the final voting decisions are made by the
relevant sector analysts and portfolio managers
who know the companies best.
We voted against management on one or more
proposals at 38% of the total meetings where
we submitted ballots. In general, we may also

decide to engage with the management of a
company to address any concerns we have
about a proposal. In 2021, we voted at 98%
of meetings where we had voting authority.
This was lower than 100% because markets
like Egypt, Norway, and Switzerland have
share-blocking periods or require a reregistration
period that limits trading. To maintain liquidity
for our clients, we may therefore choose to not
vote the shares.

Emerging
Markets

Europe

UK

USA

Other

Total

Total meetings

1,816

737

329

1,238

1,016

5,136

Meetings voted

1,787

662

329

1,238

1,016

5,032

Meetings voted 100%
with management

1,085

344

264

743

648

3,084

Meetings with one or
more votes against
management

702

318

65

495

368

1,948

Meetings not voted
(Share blocking/re-reg)

29

75

0

0

0

104

Meetings with one
or more abstentions

52

12

4

5

3

76

2021

Conflict Policy
During 2021, there were 91 meetings (out
of over 5,000 meetings voted) where it was
determined that a potential conflict of interest
may be present. All of these were reviewed by
the Proxy Voting Committee, and it was agreed
that all should either be deferred to our proxy

adviser or register an abstention based on the
conflicts category. The table below provides
a breakdown by type of conflict during the
period. Both the Proxy Voting and Stewardship
Committees have committed to reviewing our
existing policy on a regular basis.

Conflict Reason

Total

A Lazard personnel sits on this company’s board of directors

12

Echo vote/Lazard Funds voted in accordance with other shareholders’ voting

3

LAM has a significant contractual relationship with this company

1

LAM manages the company’s assets/pension plan

48

Lazard serves as a financial advisor or provides other investment banking advisory services
The proponent of one or more of this meeting’s agenda is a LAM client

20

This company is a LAM online broker

6

Grand Total
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WIDER

INFLUENCE

Engaging with Accounting Standard
Setters
LAM’s fundamental sector research analysts
have engaged with standard setters on the
development of accounting standards. LAM has
been a member of the International Accounting
Standards Board’s Investors in Financial
Reporting program since 2016. In January 2021,
Consumer Goods analyst, Dennis Neveling, was
added to the Financial Accounting Standards
Board’s Investor Advisory Committee. Topics on
which we have engaged include the accounting
presentation of factoring and reverse factoring.

Engaging with Policymakers
LAM has the ability to engage with
policymakers where appropriate to improve
standards in the markets in which we operate.
For example, LAM filed an open letter with
the US Department of Labor in 2020 regarding
its proposal to amend the Investment Duties
rule under Title I of the Employee Retirement
Income Security Act of 1974 (ERISA). We
believed this rule change would impose
unnecessary restrictions and burdens on plan
fiduciaries wanting to provide ESG investment
options to ERISA-regulated retirement plans. In
October 2021, under the new administration,
the DOL released a proposal under ERISA to
clarify that plan fiduciaries can consider climate
change and other ESG considerations when
they make investment decisions and when they
exercise shareholder rights, including voting on
shareholder resolutions and board nominations.
We wrote to the Department for a second time
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in December 2021 to commend these rule
changes and explain why we believed this to be
in the best interests of our clients. Both letters
are publicly available on our website here and
here.

Engaging with Industry Initiatives
As a long-term supporter of CDP (formerly,
Carbon Disclosure Project), we participated
in an initiative to accelerate the adoption of
science-based climate targets by collaboratively
engaging with companies alongside 137 other
investors. Science-based targets provide
companies with a roadmap for reducing their
emissions at the pace and scale necessary
for a 1.5°C reduction, in accordance with the
Paris Climate Agreement and in line with the
objectives set out by the Net Zero Asset Owner
Alliance and Net Zero Asset Managers initiative.
This initiative was supported by LAM as an
effective way to engage across multiple high
carbon-impact companies and sectors.

UN Climate Change Conference 26
(COP26)
LAM’s Co-Head of Sustainable Investment
& ESG Jennifer Anderson attended COP26
in person. The aim of the summit was to
bring parties together to accelerate action
towards the goals of the Paris Agreement and
the UN Framework Convention on Climate
Change. She participated in several events and
roundtables, which provided the opportunity to
engage with a range of policymakers, industry
initiatives, think tanks, and industry peers. She

summarized her observations and learnings to
both clients and investment professionals. There
are also a series of blogposts and videos on our
website. The key themes that emerged from
the event were that while the aim of limiting
temperature rise to 1.5°C prevails, three key
challenges remain: the unravelling of fossil fuel
dependency, how corporates respond to the
risks and opportunities this creates, and the
impact of strengthening national commitments
on the road to net zero.
Ahead of this event, we also signed the
Global Investor Statement to Governments
on the Climate Crisis along with 587 investors
representing over $46 trillion in assets.
The statement sets out five actions that
governments need to undertake:
1. Strengthen Nationally Determined
Contributions for 2030 in line with limiting
warming to 1.5°C.
2. Commit to a mid-century net zero emissions
target with clear sectoral decarbonization
roadmaps.
3. Ensure ambitious pre-2030 policy action
including strengthened carbon pricing,
phasing out fossil fuel subsidies and thermal
coal-based power, avoiding new carbonintensive infrastructure (no new coal power
plants), and developing just transition plans.
4. Ensure COVID-19 economic recovery plans
support the transition to net zero emissions.
5. Commit to implementing mandatory climate
risk disclosure requirements.
Our relevant teams support several industry
and sustainability initiatives, including those
relating to issues around corporate governance,
diversity, and climate change. Collaboration
with these organizations is used to advance
our own thinking, help set strategic priorities
and improve outcomes, or further sustainability
standards and disclosures that will broaden the
adoption of sustainable investment. Some key
initiatives and examples of where our relevant

personnel have a long history of involvement are
highlighted below:
• Principles for Responsible Investment (PRI)
– we have been a member since 2014. We
received an overall A rating in 2020 and our
latest PRI Transparency Report can be found
on our website. We are an active signatory
participating in webinars and events. Yvette
Klevan, Managing Director and Portfolio
Manager, is a member of the PRI’s Fixed
Income Advisory Committee. During 2021,
she participated in the quarterly committee
meetings to discuss how third-party ESG
ratings providers assess ESG risks for both
corporate and sovereign issuers.
• Stewardship Codes – LAM supports better
industry standards of investor engagement
and corporate governance across listed
companies through our support of the
UK, Japanese, and Korean Stewardship
codes. LAM is a signatory to the 2021 UK
Stewardship Code and was previously a
Tier 1 signatory to the 2012 UK Stewardship
Code. LAM has a long history of engaging
with the Financial Reporting Council and
participating in consultations. Lazard
Japan Asset Management K.K. has been a
signatory to Japan’s Stewardship Code since
2014. Lazard Korea Asset Management
Co., Ltd. has been a signatory to the Korea
Stewardship Code in the Korea Corporate
Governance Service since 2019.
• IIGCC – LAM’s Co-Head of Sustainable
Investment & ESG, Jennifer Anderson, was
on the board of the IIGCC prior to joining
LAM. She has been a strategic and active
member of the IIGCC for more than seven
years and helped initially form and develop
the strategy of the Investor Practices Group.
She continues to be actively involved
with the IIGCC since joining LAM and is
participating in the Paris Aligned Investor
Initiative as well as supporting other parts of
the program. Through 2021 we have been
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actively involved in various working groups
relating to our net zero commitment.
• International Corporate Governance Network
(ICGN) – LAM has been a supporter of ICGN
since 1999. The ICGN sets and promotes
standards for corporate governance
across the industry and our investment
professionals regularly participate in ICGN
events to share insights and to engage with
peers in the industry.
• TCFD – LAM has been a supporter of the
TCFD since 2019. Supporting the TCFD
aids financial markets through helping
to standardize reporting and disclosures
on climate across the market to address
systemic risk as well as promoting the
markets’ ability to price carbon risk. Climaterelated issues are an important component
of our stewardship responsibilities via
engagements and proxy voting. For further
information, please refer to our TCFD Report
2021, which is available on our website.
• Chief Executives for Corporate Purpose
(CECP) – LAM’s Co-Head of Sustainable
Investment & ESG, Nikita Singhal, is a board
member of the CECP’s Strategic Investor
Initiative.
• Net Zero Asset Managers initiative – In
March 2021, LAM joined the Net Zero Asset
Managers initiative, making the commitment
to support the goal of net zero greenhouse
gas emissions by 2050 or sooner, in line with
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global efforts to limit warming to 1.5°C. As
part of the initiative, which is an extension of
our efforts to embed sustainability analysis
into investment decisions and is consistent
with our Climate Change Investment Policy,
LAM committed to:
– Work in partnership with asset owner
clients on decarbonization goals,
consistent with an ambition to reach net
zero emissions by 2050 or sooner across
all AUM.
– Set an interim target for the proportion
of assets to be managed in line with the
attainment of net zero emissions by 2030
or sooner.

“As central banks increasingly start to assess
natural-capital related risks, it is important
that we as investors look to do the same—
not only to mitigate risk, but also unveil the
estimated $10 trillion3 worth of opportunities.
Our partnership with the TNFD is helping us to
take the steps towards understanding these
risks and opportunities, enabling us to better
navigate the complex climate-nature nexus.”
Olivia Tidd Research Analyst

• UN Global Compact – Lazard Ltd. became
a participant in the UN Global Compact
in 2021. Please see here our letter of
commitment.
• Board of Director Training Institute of Japan
(BDTI) – In 2021, LAM became a supporter
of BDTI, which aims to provide training
to board members to improve corporate
governance in Japan.
• Taskforce on Nature-related Financial
Disclosures (TNFD) – In December 2021
LAM joined the newly formed TNFD forum,
which is lending its expertise to develop a
risk management and disclosure framework
for organizations to report and act on
biodiversity-related risks.
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THOUGHT

LEADERSHIP

Research & Insights

In 2021, we published a selection of thought leadership
pieces on topics from financial inclusion, net zero,
sustainable infrastructure, and circular economy.

Series
Going Green? Climate
Policy under the Biden
Administration

Packaging in the
Circular Economy

The Pivotal Role of
Infrastructure in a
Sustainable Future

How Financial Inclusion is
Driving Fairer Growth in
Emerging Markets

Paths to Net-Zero Carbon
Global Fixed Income:
Portfolios: A Bespoke
Investing for a Sustainable
Quantitative Implementation
Future

Postcards From COP26

COP26 Insights

Postcards from COP26

Demystifying Sustainability

Is Net Zero a
Zero Sum Game?

Companies and Governments
Aim for Net Zero

This Time, Going to Zero
Could Be a Good Thing

A New Focus on
Financial ESG Risks

Corporate Net Zero Policies:
5 Key Questions

Can Companies and Investors Sell
Their Way to Decarbonization?

Setting the Table for 10
Billion: The Need for
Sustainable Agriculture

ESG in EMD: A Journey,
Not a Destination

Podcasts

The Question Is … Can We Even
Get to Net Zero?

The Question Is … What Are the 5
The Question is … Should Investors
Sustainable Investing Myths Investors
Worry about the Glass Ceiling?
Should Watch Out For?

“The sustainable investment field is advancing faster
than ever before. Lazard’s subject matter experts
provide context, alongside proprietary tools and
frameworks that allows us to be a leader in the field.”
Frank Blasio Thought Leadership, Sustainable Investment & ESG
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THE ROAD

FORWARD

At LAM, we partner with our clients to provide
solutions to meet their investment objectives.
We accomplish this by using decades of
investment experience alongside our ability to
actively engage with companies and countries
to drive financial performance and investment
outcomes. While it’s difficult to ascertain
how the investment environment will change
in the future, we are continuously enhancing
our investment capabilities beyond traditional
financial analysis to meet the challenge.
Looking ahead, we will continue to work with
our asset owner clients to operationalize our
commitment to the Net Zero Asset Managers
initiative by developing new and enhancing
existing proprietary tools and frameworks.
As data reporting continues on the path to
standardization and methodologies mature, we
will work with clients, the companies in which
we invest, countries we lend to, and industry
initiatives to share knowledge and develop
best practices.

Investment stewardship is one of the most
powerful tools to drive purposeful change
which can enhance returns. We will continue
to advance our stewardship capabilities by
implementing our Collaborative Engagement
Policy and focusing on our stewardship
priorities of climate transition, employee
diversity and inclusion, and executive
remuneration in the year ahead.
We will continue to go beyond mitigating
investment risk with ESG analysis to finding
investment opportunities within structural
change. We believe our applicable strategies’
focus on finding financial value in solving
some of the world’s most pressing issues
including climate mitigation and adaptation,
private sustainable infrastructure, and reducing
waste in a circular economy will offer clients
innovative solutions to invest in the future.

“I believe that Infrastructure companies
provide the essential transportation and
telecommunications networks, utilities, and
energy facilities on which society depends;
and private capital has the ability to
support and benefit from the major changes
facing societies, including investment in
decarbonization, changing demographics,
decentralized supply chains, the digital
revolution, and the rise of the circular
economy. At LAM, we have identified a
wide range of investment opportunities that
incorporate forward-looking improvements
in environmental and social outcomes not
merely to avoid risk but to enhance returns.”
Robert Wall Head of Sustainable Private Infrastructure

“Climate change is the most significant economic
disruption of our lifetimes. Investing in
companies that mitigate climate change and
help society adapt to the consequences thereof
can generate returns for investors and a positive
impact for the planet.”
Koen Popleu Portfolio Manager/Analyst, Climate Action Strategy
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This report focuses on Lazard Asset Management’s approach
to sustainable investing. For further information about Lazard’s
corporate sustainability please visit lazard.com.

Notes
1 According to PCAF methodology supported by the GHG Protocol
2 Source: impactmanagementproject.com
3 Source: World Economic Forum https://www.weforum.org/agenda/2022/02/how-to-navigate-the-complex-world-of-risk-and-rewardwhen-it-comes-to-nature/
Important Information
Published on 17 June 2022.
This document reflects the views of Lazard Asset Management LLC or its affiliates (“Lazard”) based upon information believed to be
reliable as of the publication date and Lazard makes no representation as to their accuracy or completeness. There is no guarantee that
any forecast or opinion will be realized. All opinions expressed herein are as of the published date and are subject to change.
This document is provided by Lazard for informational purposes only. Nothing herein constitutes investment advice or a recommendation
relating to any security, commodity, derivative, investment management service or investment product. Investments in securities,
derivatives and commodities involve risk, will fluctuate in price, and may result in losses. Certain assets held in Lazard’s investment
portfolios, in particular alternative investment portfolios, can involve high degrees of risk and volatility when compared to other assets.
Similarly, certain assets held in Lazard’s investment portfolios may trade in less liquid or efficient markets, which can affect investment
performance. Past performance does not guarantee future results. The views expressed herein are subject to change, and may differ
from the views of other Lazard investment professionals.
Any mention of securities should not be considered a recommendation or solicitation to purchase or sell such securities. It should not
be assumed that any investment in these securities was, or will prove to be, profitable, or that the investment decisions we make in the
future will be profitable or equal to the investment performance of securities referenced herein. There is no assurance that any securities
referenced herein are currently held in the portfolio or that securities sold have not been repurchased. The securities mentioned may not
represent the entire portfolio.
This document is intended only for persons residing in jurisdictions where its distribution or availability is consistent with local laws and
Lazard’s local regulatory authorisations. Please visit lazardassetmanagement.com/globaldisclosure for the specific Lazard entities that
have issued this document and the scope of their authorized activities.
Certain information contained herein constitutes “forward-looking statements” which can be identified by the use of forward-looking
terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “target,” “intent,” “continue,” or “believe,” or the negatives thereof
or other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events may differ materially from
those reflected or contemplated in such forward-looking statements.
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