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1-1 Policy and Initiatives for ESG Investment 

Basic Policy on ESG Investment 

Sumitomo Mitsui DS Asset Management (SMDAM) believes that non-financial information including 

environmental, social, and governance (ESG) information is equally important as financial information for 

us to evaluate sustainability of businesses and impact on long-term profitability of corporation and REIT 

(corporations) given the increasing interest on environmental changes and SDGs. In that context, we 

proactively take following actions. 

◼ We incorporate analysis and evaluation of non-financial information including ESG information into 

investment process of every product across variety of asset classes, taking account of characteristics 

of products. With our commitment to do this, we aim to be a front runner in the field of ESG 

investment. 

◼ We exercise our voting rights taking into account engagement activities relating to ESG theme. 

◼ In course of engagement activities with corporations, we aim to enhance their enterprise value by 

encouraging them to take appropriate actions to address ESG agendas. 

◼ We also encourage corporations to disclose more detailed information of ESG related policies and 

actions, which we believe leads to favourable reputation among capital market participants. 

In March 2010, we became a signatory of the United Nation Principles for Responsible Investment (“PRI”). 

As a responsible institutional investor, we will contribute to the realization of a sustainable society not only 

by providing high-quality investment returns to our clients and beneficiaries, but also by resolving 

environmental issues such as climate change and environmental preservation, social issues such as 

human rights and the aging of society, and governance issues to enable investee companies to 

appropriately incorporate these issues in their management. 

Our ESG Priority Themes 

As an asset management company with its competitive edge in active investments, we naturally and not 

only conduct thorough research and analyze the material idiosyncratic aspects of each company for 

investments, but also we encourage these companies to make concrete efforts related to the following 

three essential and globally generic ESG themes. 

1. Environmental Issues: Safety of Lives 

2. Social Challenges: Improving the Quality of Life 

3. Governance and Disclosure 

Through these initiatives, we seek to deliver the “best in quality” performance to our clients while 

contributing to the sound development of capital markets, and on a further note to materialize a 

sustainable society with a better quality of lives through achieving the Sustainable Development Goals 

(SDGs). 

1.  Environmental Issues: Safety of Life 

Our understandings 

Environmental problems, such as frequent flooding and droughts, air, water and soil pollution, and 

biodiversity crises associated with development, are "clear and Present Crisis" that threaten the 

safety of human life. In order to overcome this crisis and pass on this planet to the next generation, 

it is essential to re-examine our lifestyles as individuals, and for companies to undertake 
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technological innovations and reform business models to reduce the burden on the environment. We 

also recognize that while a firm’s ability to respond to environmental issues shall provide growth 

opportunities, the inability shall also undermine the firm’s sustainability and become a major risk 

factor for the company. 

Current Hot Topics 

◼ Climate change 

◼ Environmental conservation and circular economy 

Our initiatives 

We will encourage companies to establish management goals, implement specific measures, and 

disclose information, in order to reduce emissions of greenhouse gases such as carbon dioxide to 

net zero or less by 2050 which correspond to the policies of various countries government. In order 

to realize a sustainable society, we will assess and incorporate the company’s capabilities in 

responding to environmental issues into our evaluation process. The objective of this initiative is to 

provide “returns of good quality” to our customers and beneficiaries through our investment products 

that invest in companies that are engaged to the innovation of a wide range of fields, such as green 

technology and food technology. 

2.  Social Challenges: Improving Quality of Life 

Our understandings 

While poverty and access to medical care are important social issues in developing countries on a 

global basis, the rapidly aging society has become a particularly imminent issue to deal with in Japan. 

In order to overcome these challenges, to improve the quality of life of people, and to achieve 

sustainable growth for the society, it is extremely important for companies to diversify workers and 

work styles, and to create innovative products and services that lead to dramatic improvements in 

productivity. At the same time, we also recognize that depending on the companies’ ability to respond 

to such challenges may offer opportunities for growth, but can also become a significant risk for 

businesses which may undermine or even impair the sustainability of a company. 

Current Hot Topics 

◼ Aging society with declining birth rate 

◼ Further utilization of human capital such as women's participation and advancement in the 

workplace 

◼ Rising productivity through digital transformation 

Our initiatives 

Through engagement, we encourage companies to harness the diversity of human resources to be 

exploited, including promoting women's participation and enhancing flexible work styles. In addition 

to incorporating capability of investee companies to respond to social issues into our evaluation 

process, we aim to deliver high-quality investment returns to our customers and beneficiaries with 

investment products that invest in companies that drive productivity improvements through digital 

transformation (DX) and automation/labor saving technologies. 

3.  Governance and Disclosure 

Our understandings 

We believe that a significant factor which would determine a company's sustainability is the 

management’s ability in responding to "environmental issues" and "social challenges". Therefore, 

the management’s ability to promptly respond to changes in the business environment would be a 
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crucial element. In capital markets, in order to properly reflect non-financial information such as ESG 

policies and initiatives to stock prices, we believe it is inevitable to enhance disclosure further. 

Our initiatives 

In order to have their enterprise value appropriately assessed by investors, we encourage companies 

to strengthen their corporate governance, develop policies and initiatives related to TCFD (Task 

Force on Climate-related Financial Disclosures) and other ESG issues, and to disclose these policies 

and initiatives in an easy-to-understand strategy. These encouragements shall be conducted through 

stewardship activities such as engagements and exercising our proxy voting rights. Especially for 

Japanese companies, we shall exercise proxy voting rights based on the stringent guidelines we 

internally established with a view not only to improve the value of individual companies but also to 

enhance the confidence of foreign investors towards the overall Japanese capital market. 

Sustainability Report 

As an asset management company and corporate citizen, our company's sustainability activities and 

initiatives are summarized in the Sustainability Report which can be accessed on the website URL: 

https://www.smd-am.co.jp/english/corporate/vision/fiduciary/pdf/sustainability_report_2020_en.pdf 

Initiatives for ESG Investment 

We initiated ESG evaluation in 2009. Since then, we have continuously enhanced our capabilities of ESG 

research by various means including set-up of dedicated section in 2016. 

 

 *Events prior to merger as of April 2019 were those of Sumitomo Mitsui Asset Management. 

 **Stewardship Enhancement Section was renamed to Responsible Investment Section upon being independent. 

 

ESG investment activities are monitored by ESG Meeting, Responsible Investment Committee and FD 

and Sustainability Meeting. ESG Meeting is working-level talks and its role is to monitor if ESG activities 

are properly implemented and continuously reinforced. Responsible Investment Committee is organized 

under the board of directors and it consists of independent directors. The role of the committee is to 

monitor fulfilment of fiduciary duties including responsible investments as well as controls over conflict of 

interest. The committee makes a proposal to the board whenever needed. FD Sustainability Meeting is 

an advisory body to CEO and it consists of external experts. The Meeting makes a recommendation to 

CEO across company-wide activities relating to fiducial duties. 

https://www.smd-am.co.jp/english/corporate/vision/fiduciary/pdf/sustainability_report_2020_en.pdf
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Organization chart in charge of ESG investment 

 

We have explicitly expressed our support or commitment to international frameworks for the global 

environment such as the Paris Agreement and the Convention on Biological Diversity, as well as global 

initiatives such as the PRI. In addition to our own efforts to identify and address material ESG issues, we 

anticipate global changes ahead of time through participating in domestic and international initiatives such 

as the "Asian Corporate Governance Association (ACGA)", "PRI", "Principles for Financial Action toward 

a Sustainable Society (Principles for Financial Action for the 21st Century) ", "30% Club Investor Group", 

"Task Force on Climate-related Financial Disclosures (TCFD) and the TCFD Consortium", and "Climate 

Action 100 +". Accordingly, not only do we actively utilize our ESG-related knowledge and insights which 

have been accumulated through the aforementioned activities into our investment activities. But also 

support the efforts of investee companies to realize a sustainable society. 

  



ENVIRONMENT, SOCIAL AND GOVERNANCE REPORT 

JULY – DECEMBER 2020  

 

 

Page | 5 
 

United Nations Principles for Responsible Investment (UN PRI) 

UN PRI were published in April 2006 by the then Secretary-General Kofi Annan with the aim of improving 

long-term investment results for customers and final beneficiaries, , the idea being that institutional 

investors should first establish a good understanding of ESG issues and then incorporate them into the 

investment process. We are awarded the highest rating A+ for Strategy & Governance in the annual PRI 

assessment. 

Principles for Responsible Investment 

1. We will incorporate ESG issues into investment analysis and decision-making processes. 

2. We will be active owners and incorporate ESG issues into our ownership policies and practices. 

3. We will seek appropriate disclosure on ESG issues by the entities in which we invest. 

4. We will promote acceptance and implementation of the Principles within the investment industry. 

5. We will work together to enhance our effectiveness in implementing the Principles. 

6. We will each report on our activities and progress towards implementing the Principles. 
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1-2 ESG integration for Investment Products 

Consideration of ESG factors in the course of investment 
process 

In principle, Sumitomo Mitsui DS Asset Management (SMDAM) invites all of fund managers and analysts 

engaged with active investment management products to take into account ESG factors, which are 

material to corporate sustainability, in the course of the investment process*. 

*This principle may not apply to passive investment management products and others such as long/short 

products that are technically difficult to accord with the principle. 

◼ When we entertain doubts about sustainability of corporations due to outcome of our internal ESG 

research or acknowledgement of any misconducts, we will examine materiality of the incident and 

difficulty to recover through various means such as interviews and decide to add to negative list if 

necessary. Such a decision is made by Responsible Investment Officer after deliberation at ESG 

Meeting. Meanwhile, fund managers and analysts in cooperation with Responsible Investment 

Section conduct engagements and exercise voting rights to prompt corporations to appropriately 

address critical issues. 

◼ We take ESG factors into consideration as a material element to evaluate sustainability when we 

make investment decisions. In particular, we incorporate analysis and evaluation of ESG factors into 

security selection process to the extent suitable for characteristics of each investment product so 

that we are able to deliver stable return in the long run.  

◼ We continuously monitor ESG related indicators including greenhouse gas emissions at a portfolio 

level. Measuring results is evaluated and reflected to investment process going forward if necessary.  

◼ We continuously enhance various ESG integration methods including security screening, 

engagement activity and the extent of ESG evaluation taken into account in portfolio construction. 

With these efforts, we will try to increase a number of products for which ESG factors are deeply 

integrated. We will also monitor and improve effectiveness of ESG integration. 

Evaluation of ESG factors 

A number of corporations our analysts conduct proprietary evaluation analysis on their ESG factors 

through interviews and engagements exceeds seven hundred. Meanwhile, we can access to ESG 

evaluation provided by third party such as ESG consulting firms, which enable us to cover more than 

11,000 corporations/issuers world-wide. Combined with our own ESG evaluation, fund managers utilize 

these dataset to assess sustainability of corporations for the products they manage. 
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Types of ESG integration 

 

* The funds managed by external investment managers may not partially be relevant due to the managers’ 

investment methods. 
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2-1 Acceptance of Japan's Stewardship Code 

Sumitomo Mitsui DS Asset Management (SMDAM) hereby agrees to Japan's Stewardship Code, a set of 

principles for responsible institutional investors, and announces the following policies in this regard. 

SMDAM will carry out responsible investment (stewardship activities and environmental, social and 

governance [ESG] activities) to fulfil its fiduciary responsibilities to provide customers and final 

beneficiaries with good quality returns on investments, as well as to contribute to the sound development 

of Japan's capital markets and economic expansion by playing an instrumental role in the virtuous cycle 

of the investment chain, thereby achieving its social mission as a responsible institutional investor. 

Principle 1: Policy on fulfilling stewardship responsibilities 

To fulfil its fiduciary responsibilities, depending on the status of investment assets held, SMDAM will aim 

to improve the value of and mitigate any damage to investee companies and J-REIT (Note 1) investment 

firms (Note 2) that are issuers of investment assets (hereinafter referred to as "investee companies, etc.”) 

by conducting evaluation and analysis incorporated into the asset management process corresponding 

to its investment philosophy, appropriately engaging with investee companies, etc., and otherwise 

conducting stewardship activities based on evaluation/analysis rooted in a medium- to long-term 

perspective on the sustainability and other aspects of the investee companies, etc. To this end, SMDAM 

will make every effort to establish and enhance systems focused predominantly on analysts and fund 

managers, etc. to accumulate know-how, and will make ongoing efforts to improve its capabilities to 

realize growth in medium- to long-term investment returns for customers and final beneficiaries. 

◼ (Note 1) "J-REIT" refers to a Japanese Real Estate Investment Trust (REIT). 

◼ (Note 2) "REIT investment firms" refers to investment firms that hold REIT assets. 

Principle 2: Policy on managing conflicts of interest to fulfil stewardship responsibilities 

For a general summary of SMDAM’s policy on conflicts of interest, please refer to “Overview of conflict of 

interest management policy” on the Homepage. 

In terms of initiatives for responsible investment, SMDAM's primary concern is for the interests of 

customers and final beneficiaries, and SMDAM will take the measures specified below to try to avoid 

conflicts of interest, while appropriately managing any conflict of interest that does arise. In addition, the 

"Responsible Investment Committee" will oversee the management of conflicts of interest, further 

enhancing SMDAM's governance structure. 

Commissioned by the Board of Directors, the Responsible Investment Committee consists of an outside 

director, the Responsible Investment Officer, and the officer in charge of the Compliance Department, 

and its purpose is not only to review the system established to ensure that SMDAM properly fulfils its 

fiduciary duties including initiatives for responsible investment and check that there is proper 

understanding/management of the potential for conflicts of interest, but also to make recommendations 

to the Board of Directors for further improvements. 

◼ Conflicts of interest related to investment activities 

Considerations of SMDAM's own interests as well as those of other companies with which it has 

close connections (group companies including shareholder companies, companies that sell 

SMDAM's investment trust products, parent companies that have entrusted their pension funds to 

SMDAM, etc.) will never distract SMDAM from conducting proper investment activities that should 

be undertaken. 
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◼ Conflicts of Interest related to the exercise of voting rights 

When SMDAM exercises its voting rights in companies with which it has close ties and in affiliated 

parties, etc. as in 1. above, it will act in the best interests of customers and final beneficiaries and 

vote to improve the value of, or mitigate damage to, the investee company, etc. In general, SMDAM 

will itself exercise its voting rights in companies that present the potential for a conflict of interest in 

accordance with the "Criteria for Determining the Exercise of Voting Rights" (on the Homepage) as 

it does for other companies, etc., but for resolutions at SMDAM's shareholder companies and other 

parties for which management of conflicts of interest is especially important, SMDAM will exercise 

its voting rights with reference to the recommendations of an independent external proxy advisory 

firm (currently Institutional Shareholder Services). Furthermore, the results of voting will be 

periodically monitored by the Responsible Investment Committee and transparency will be further 

increased through the public disclosure of the results of voting (affirmative/negative) for each 

investee company, etc., and each proposal. 

Principle 3: Policy on understanding a company's situation 

SMDAM emphasizes research on investments as a source of added value and has in place a system 

whereby analysts and fund managers collect various types of information to allow a proper understanding 

of the situation of an investee company, etc. More specifically, SMDAM not only conducts a general 

dialogue regarding the policies, financial status, management strategy, and other aspects of investee 

companies, etc., but also strives to deepen its understanding and to fully grasp the situation at investee 

companies, etc., for the purpose of promoting sustainable growth, value enhancement, and damage 

mitigation. 

To this end, SMDAM collects and analyses not only financial data but also non-financial data including 

environmental, social and governance (ESG) information, and reflects these in its management process 

in line with the investment philosophy, etc. for individual products. 

SMDAM’s policy of incorporating evaluations and analysis of sustainability into the investment process 

will apply not only to Japanese stocks, but also to J-REIT, foreign stocks, domestic and foreign bonds, 

and a variety of other investment assets. 

Principle 4: Policy on engagement (constructive “goal-oriented dialogue”) 

SMDAM will engage with investee companies, etc., in a variety of ways to contribute to the medium- to 

long-term improvement in the value of investee companies, etc. or, alternatively, to help mitigate damage 

to such companies, to provide customers and final beneficiaries with good quality investment returns. 

SMDAM will work to contribute to improvement of the value of or mitigation of damage to investee 

companies, etc. through engagement that promotes the creation and implementation of appropriate 

business strategy and vision from a medium- to long-term perspective based on issues in the global 

business environment, the industry as a whole, a specific sector, or an individual company, and promotes 

disclosure. 

SMDAM will promote efficient investment based on capital cost as well as appropriate financial and capital 

profiles, the formulation of policies on shareholder (or investor) returns, and the full disclosure of 

information. Furthermore, SMDAM will strive to conduct engagement pertaining to the possession of 

domestic securities (including J-REIT) from a perspective focused on both sustainability and the 

improvement of capital efficiency, while for other investment assets, engagement will be based on a 

sustainability perspective that considers the characteristics, legal framework, and status of the relevant 

assets and countries. 

Engagement will also focus on issues with the exercise of voting rights, such as increasing awareness of 

climate change risks, the permeation of the sustainable development goals (SDGs), and other ESG issues 

that affect sustainability. 
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Note that SMDAM will participate in cooperative engagement under appropriate conditions if, in dialogue 

with investee companies, etc., collaboration with other institutional investors is deemed effective. 

In dialogue with investee companies, etc., SMDAM will make every effort to avoid receiving unpublished 

material information. In the rare event that SMDAM is the recipient of insider information, SMDAM will 

encourage the investee company, etc. in question to publicly disclose the information as soon as possible, 

and SMDAM’s designated person in charge of information management will ensure that the information 

is properly managed and that no improper transactions are made. SMDAM will not engage in illicit 

investment decision-making or transactions based on insider information, etc. 

Principle 5: Policy on exercise of voting rights, disclosure of voting results 

For details, please see the chapter "Basic Policy on Exercise of Voting Rights." 

SMDAM considers the role of executive boards that are properly equipped with the capacity to 

supervise/monitor corporate management (such as the Board of Directors) to be important, and it will 

engage in dialogue on the composition of executive boards, compensation and incentives and 

establishment of education/screening/succession plans for top management, as well as appropriate ESG 

risk control and dialogue on internal controls, etc. to prevent any improprieties. The way that SMDAM 

exercises its voting rights will then properly reflect these factors. 

Further to this, SMDAM publishes how it votes on all proposals on its website, along with aggregated 

results by proposal category. Voting results and the reasoning behind votes are compiled at three-month 

intervals, in principle on the last day of March, June, September and December, and the aim is to make 

them public around two months after the respective month end. 

Note that, in light of its management process, SMDAM believes there to be no issues with so-called 

"empty voting" (whereby votes are simply exercised with no economic benefits or risk assumed, usually 

as a result of stock lending operations or similar). 

Principle 6: Policy on reporting the status of initiatives regarding stewardship activities 

SMDAM will amass a database of the necessary records on the details and status of its stewardship 

activities, including its dialogue with investee companies, etc. and the exercise of its voting rights, which 

will be made available to customers and final beneficiaries in the form of reports and similar in order to 

work towards more constructive and effective dialogue. 

In principle, SMDAM will publish its reports on responsible investing activities that include examples of 

such engagements on its website once per year. 

In addition, SMDAM will report to bodies such as pension funds in an efficient and effective format. 

Principle 7: Policy on maintaining and improving SMDAM 's capabilities to fulfil stewardship 
responsibilities 

In order to properly fulfil its stewardship responsibilities, SMDAM believes it is crucial to conduct analysis 

and evaluations from a medium- to long-term perspective that includes the sustainability of investee 

companies, etc., and to reflect those analysis and evaluations in investment asset and product 

management strategies that also consider market conditions. 

To that end, SMDAM has established a specialized “Responsible Investment Section” focused on 

engagement and sustainability analysis to properly strengthen such systems by increasing personnel and 

other measures. Further to this, SMDAM will hold the “ESG Board” and the “Stewardship Board” meetings 

every month that consist of chief personnel from the Responsible Investment Section, the Corporate 

Research Department, and various investment management departments to share good practices, 

exchange opinions on analysis and evaluations of investee companies, etc., and create policies to direct 

the exercise of voting rights, thereby working to build the organization’s capacity for conducting dialogue. 
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SMDAM has accumulated asset management know-how over many years and has personnel with a 

wealth of experience. SMDAM’s Board of Directors, which includes three external directors, is diverse, 

with a range of skills and experience, having sufficient independence and providing strong oversight. It is 

believed that the consolidation of the responsible institutional investors' management resources required 

to create value will also make a significant contribution to improving the company’s capacity to fulfil its 

stewardship responsibilities. SMDAM aims to be a top-tier asset management company that contributes 

to “quality of life,” and to that end works continuously to strengthen its systems by “continually striving 

ahead to new challenges as true professionals.” In the Responsible Investment Committee and the Board 

of Directors, SMDAM strives to test the effectiveness of its stewardship activities in continually improving 

the value of investee companies, etc., and strengthen its preparedness by conducting regular self-

evaluations on how each principle of this code is being implemented and the results will generally be 

published once a year on its website. 

Principle 8: Policy on Service Providers for Institutional Investors 

As specified in Principle 2 above with respect to domestic securities, SMDAM will make use of an 

independent external proxy advisory firm to help eliminate conflicts of interest. 

SMDAM will assess the suitability of the contracting independent external proxy advisory firm from the 

perspective of whether it is contributing to the improved functioning of the entire investment chain, 

conducting an investigation when doubts arise regarding the firm’s understanding of guidelines governing 

the exercise of voting rights. 

SMDAM will continue to promote the proper fulfilment of stewardship responsibilities by contracting 

independent external proxy advisory firms in the future. 

Japan's Stewardship Code:  
Principles for Responsible Institutional Investors 

So as to promote sustainable growth of the investee company and enhance the medium- and long-term 

investment return of clients and beneficiaries, 

1. Institutional investors should have a clear policy on how they fulfil their stewardship responsibilities, 

and publicly disclose it. 

2. Institutional investors should have a clear policy on how they manage conflicts of interest in fulfilling 

their stewardship responsibilities and publicly disclose it. 

3. Institutional investors should monitor investee companies so that they can appropriately fulfil their 

stewardship responsibilities with an orientation towards the sustainable growth of the companies. 

4. Institutional investors should seek to arrive at an understanding in common with investee companies 

and work to solve problems through constructive engagement with investee companies. 

5. Institutional investors should have a clear policy on voting and disclosure of voting activity. The policy 

on voting should not be comprised only of a mechanical checklist; it should be designed to contribute 

to the sustainable growth of investee companies. 

6. Institutional investors in principle should report periodically on how they fulfil their stewardship 

responsibilities, including their voting responsibilities, to their clients and beneficiaries. 

7. To contribute positively to the sustainable growth of investee companies, institutional investors should 

develop skills and resources needed to appropriately engage with the companies and to make proper 

judgments in fulfilling their stewardship activities based on in-depth knowledge of the investee 

companies and their business environment and consideration of sustainability consistent with their 

investment management strategies. 

8. Service providers for institutional investors should endeavour to contribute to the enhancement of the 

functions of the entire investment chain by appropriately providing services for institutional investors 

to fulfil their stewardship responsibilities. 
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2-2 Engagement Activity Results  

At Sumitomo Mitsui DS Asset Management, the fund managers and analysts engage in constructive 

dialogue with investee companies and other entities with the objectives of ① enhancing the sustainability 

of investee companies and their ecosystems, and ② enhancing the value of investee companies and 

avoiding impairment (and thereby providing customers and ultimate beneficiaries with high-quality 

investment returns). 

Apr. 2019-Mar. 2020 (12 months) Results 

A. Definition of Engagement 

We define "constructive dialogue with management for medium-to long-term investment" or "dialogue 

with medium-to long-term management issues as the core issue" as engagement, and "one-to-one 

dialogue between the company and our company" as independent engagement. 

B. Number of Engagements 

We conducted 1,270 independent engagements. 

Approximately 80% of all companies have held dialogues with executive officers or higher as the 

counterparties to these dialogues. 

The breakdown by topic of dialogue is as follows. 

◼ Management strategy including ESG:  982 

◼ Opinions on the exercise of voting rights:  273 

◼ Capital policy/Strengthen shareholder returns:  8 

◼ Strengthen information disclosure:  7 

C. Example of Dialogue 

Through the progress of constructive dialogue, we engage in two stages: ① general dialogue on the 

sustainability of investees, etc.; and ② in-depth dialogue on the actions of specific investees, etc. 

Across the general and in-depth dialogues, the fund managers and analysts engage in dialogue on the 

following topics: 

Business Strategy: Appropriateness of the Medium-Term Management Plan and the Management 

Vision. Specific Measures to Realize the Plan 

Company A 

We raised the issue that a large contribution to profits from the food and beverage-related business 

would pose a sustainability risk. The company responded that ① “Development” side of R&D 

should be handled by business creation sectors and emphasized new business development; ② AI 

should be permeated into the business field by adopting the advanced companies as a benchmark 

and ③ it should promote the resin business with biodegradability in the oceans, which will help 

resolve the marine plastic problem. 

Management Capability: Strengthen the governance system to support the realization of business 

strategies, improve the effectiveness of directors and corporate auditors, and implement an 

appropriate executive compensation system 
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Company B 

We exchanged opinions on the need to create a skill matrix for directors to explain to investors the 

effectiveness of the Board of Directors and the need to invite new outside directors, such as 

experienced executives at large companies, since the risk of acquiring a larger company would 

increase. The company responded that it would like to deal with the skill matrix. 

Financial Strategy: Capital policy for improvement of capital efficiency, appropriateness of 

shareholder return policy and sustainability 

Company C 

Regarding the medium-term plan in which capital is accumulated amid a lack of growth in business 

performance, we raised the following issues: ① a conservative corporate culture for investment still 

remains due to the impaired capital in the past; and ② outside directors should be invited not only to 

serve as a brake officer, but also to bring in personnel who have a broader perspective on investment 

projects. The companies responded that they ① provided training on finance such as ROE and 

investment for executives with technical backgrounds, ② would increase awareness of the cost of 

capital in making investments, loans, and asset sales, and ③ would establish new rules for the 

acquisition of strategic stocks. 

D. Environment: Countermeasures against global warming, waste plastics, etc.  

Company D  

We raised the issue of recent increase in the frequency of severe disasters and the escalating social 

needs for ESG. The company explicated their plans to: (1) deepen discussions on ESG risks among 

management, business divisions and ESG divisions; (2) identify the business segments that should 

be severely damaged due to climate changes given the fact that there are various subsidiary 

operating companies like urban development and resort development; (3) conduct an analysis on 

“physical risks” and “transition risks”; and (4) respond to mitigate physical risks as an urgent issue 

by moving the emergency power supply system to the upper floors.  

E. Social Responsibility: Establishment of sufficient internal control and compliance system to 
suit the interests of employees, customers, shareholders, and society in general  

Company E  

We shared our impression that it was seriously lagging behind its peers in terms of disclosure of 

negative aspects with examples of non-disclosure of the number of operational accidents. The 

company explained only that: (1) there are about 50 whistleblowing reports annually, including those 

from subcontractors, and thus risk communication is effective enough; and (2) procedures like 

promotion of the “internal control division” to the “internal control department” are implemented. We 

proposed enhancement of external disclosure for the future.  

F. Social Responsibility: Reputation risk control  

Company F  

We commended the company management for the fact that its social responsibility fulfilment would 

lead to shorter construction durations, higher quality, and thus higher market share. At the same 

time, we shared views with the company that its CSR reports’ social responsibility pages were not 

appealing enough to investors. We suggested that the company should manage reputation risks by 

disclosing not only past achievements but also what risks should be managed and how they are 

being managed so that they can be incorporated into corporate value. 
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3-1 Basic Policy on Exercise of Voting Rights 

(July 2020) 

1. Fundamental ideas on the exercise of voting rights 

In fulfilling its stewardship responsibilities, Sumitomo Mitsui DS Asset Management (SMDAM) will 

exercise voting rights with the aim of raising value in, or mitigating damage to, investee companies and 

REIT investment firms, etc. (see *1 & *2) (hereinafter referred to as “investee companies, etc.”) for the 

benefit of customers and final beneficiaries. 

Voting rights are important rights that can impact corporate management and REIT management, and 

change the value of an investee company, etc., depending on exactly how they are exercised. SMDAM 

strives to exercise voting rights so as to prevent management, etc. from damaging shareholder (or 

investor) interests and to motivate management, etc. to create the greatest value by making effective use 

of the resources available within the company or REIT properties. 

When managing assets, SMDAM invests in assets that are expected to have higher investment returns 

and, rather than simply continuing to hold assets, it believes that it is possible to promote sound 

development and improved value in investee companies, etc. through goal-oriented dialogue 

(engagement) and the assertive exercise of voting rights. 

SMDAM utilizes voting rights in an assertive manner to ensure that good governance systems are 

established in investee companies, etc. and that capital markets are soundly managed, and also to 

develop desirable conditions for investors, taking the shareholder's (or investor's) position into account. 

◼ (*1) "REIT" refers to Real Estate Investment Trust; and "J-REIT" to Japanese REIT. 

◼ (*2) "REIT investment firms, etc." refers to investment firms that hold REIT assets, as well as asset management 
companies sub-contracted by investment firms to manage assets. 

2.  The structure and process followed in the exercise of voting 
rights 

SMDAM's in-house regulations, which form the basis for the Basic Policy on Exercise of Voting Rights, 

are either determined by resolution of the Board of Directors or deliberated on by the Management 

Committee, which is composed of directors and executive officers, and then finalized by the CEO. 

In accordance with the finalized in-house regulations, the Stewardship Committee deliberates on the 

formulation of the Basic Policy and specific criteria for the exercise of voting rights (hereinafter referred to 

as "Criteria for Determining the Exercise of Voting Rights"), the development of practical execution 

processes, and the creation of a structure, etc. to handle instructions for the exercise of voting rights, 

whereupon the matter is then approved by the Responsible Investment Officer. 

The decision on whether to vote in favour or against individual proposals on Japanese stocks/J-REIT is 

made by the officer in charge in accordance with the Rules on Instructions for the Exercise of Voting 

Rights, etc., Practical Guidelines on the Exercise of Voting Rights for Japanese Stocks, Practical 

Guidelines on the Exercise of Voting Rights for J-REIT, and Criteria for Determining the Exercise of Voting 

Rights, whereupon the decision is approved by the head of the Responsible Investment Office. In 

principle, SMDAM never issues a blank proxy and it will choose to either vote for, against, or to abstain 

from all agenda proposals and then issue the appropriate voting instructions. SMDAM carefully examines 

agenda proposals from investee companies, etc. based on the belief that voting rights are important rights 

for shareholders (or investors) and that they are a key means of improving value in, or mitigating damage 

to, an investee company, etc. 
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When SMDAM exercises its voting rights in companies with which it has close ties and affiliated parties, 

etc. (such as a shareholder company), it will act in the best interests of customers and final beneficiaries 

and vote to improve the value of, or mitigate damage to, the investee company, etc. In general, SMDAM 

will itself exercise its voting rights in companies that present the potential for a conflict of interest in 

accordance with the Criteria for Determining the Exercise of Voting Rights as it does for other companies, 

etc., but for resolutions at SMDAM's shareholder companies and other parties for which management of 

conflicts of interest is especially important, SMDAM will exercise its voting rights with reference to the 

recommendations of an independent external proxy advisory firm (currently Institutional Shareholder 

Services). Furthermore, the results of voting will be periodically monitored by the Responsible Investment 

Committee and transparency will be further increased through the public disclosure of the results of voting 

(affirmative/negative) for each investee company, etc., and each proposal. 

SMDAM will undertake particularly detailed research and analysis before deciding how to vote if there 

has been an act affecting social credibility, or if an investee company, etc. has any agenda proposals that 

are considered likely to have a significant impact on value such as proposals to be raised at an 

extraordinary general meeting, shareholder (or investor) proposals, capital reductions, capital increases 

allocated to third parties or mergers/business transfers, etc. 

Note that when exercising voting rights in investee companies, etc. that have participated in "deep 

dialogue (*3)," SMDAM will consider the content of the dialogue and apply the Criteria for Determining 

the Exercise of Voting Rights more flexibly, making judgments from a medium- to long-term perspective 

based on individual circumstances. 

In principle, for foreign stocks and foreign REITs, SMDAM exercises voting rights in line with conditions 

pertaining to the fund and the issuing country. However, to exercise voting rights more efficiently, SMDAM 

may commission an external company to study the agenda proposals or use the services of an external 

proxy advisory firm. 

◼ (*3) "Deep dialogue" indicates dialogue that includes not only short-term performance and business strategy 
but also sustainability of growth and improvement of value in (or mitigation of damage to) the investee company, 
etc. from a medium- to long-term perspective, as well as the exercise of voting rights, etc. to support these 
objectives. 

3. CSR (Corporate Social Responsibility) and the Exercise of 
Voting Rights 

SMDAM believes that investee companies, etc., need to fulfil their social responsibilities to improve their 

value or mitigate damage in the medium to long term. In addition to complying with laws and statutory 

regulations, SMDAM believes that sound management contributes to the value of investee companies, 

etc., i.e. management that respects cooperative relationships with stakeholders besides shareholders (or 

investors) such as consumers, business partners, local communities, and society in general. Moreover, 

SMDAM takes the view that any acts affecting social credibility have significant potential to damage the 

value of investee companies, etc., regardless of whether such acts are short term or long term. 

SMDAM takes a tough stance on any acts affecting social credibility and considers whether or not the 

value of the investee company etc. will improve, or damage to the investee company etc. will be mitigated, 

when exercising voting rights. 

SMDAM believes it is also important in terms of fulfilling CSR that an outside director (in the case of 

stocks) or an executive officer/supervisory director (in the case of J-REIT) who fulfils the Criteria for 

Determining the Exercise of Voting Rights be appointed to carry out supervisory and monitoring functions 

with regard to the decision-making, management and operations of an investee company, etc., from the 

shareholder's (or investor's) standpoint. 

 

 

https://www.smd-am.co.jp/english/corporate/responsible_investment/voting/guideline/pdf/criteria_for_determining_the_exercise_of_voting_rights_en.pdf
https://www.smd-am.co.jp/english/corporate/responsible_investment/voting/guideline/pdf/criteria_for_determining_the_exercise_of_voting_rights_en.pdf
https://www.smd-am.co.jp/english/corporate/responsible_investment/voting/guideline/pdf/criteria_for_determining_the_exercise_of_voting_rights_en.pdf
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4. Disclosure of voting results 

On its website SMDAM publishes how it votes on all proposals as well as aggregated results by proposal 

category. The voting results are compiled at three-month intervals, in principle on the last day of March, 

June, September and December, and the aim is to make them public around two months after the 

respective month end. 
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3-2 Results of Exercise of Proxy Voting Rights: 

April to June and July to September 2020 

To appropriately deal with conflicts of interest and further enhance the visibility of its exercise of voting 

rights, Sumitomo Mitsui DS Asset Management (SMDAM) will individually disclose voting results of all 

proposals for which it exercises voting rights it holds in investee companies and investment corporations. 

Japanese Equities: April to June 2020 

 

*1 Vote is implemented by candidate 

*2 Amendment of director compensation, issuance of stock options, introduction/revision of performance-linked stock 
compensation system, and bonuses for officers. 

*3 Mergers, business hand-overs/take-overs, share exchanges, share transfers, and company splits, etc. 

*4 Acquisition of treasury stock, decrease in statutory reserves, increases in capital by third party allotment, capital 
decrease, reverse stock split, class share issuance, etc. 

*5 Includes audit committee 

*6 Includes disclosure of director compensation 
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From the perspective of responding to concerns about conflicts of interests, 

◼ in its exercise of voting rights on all proposals of its major shareholders Sumitomo Mitsui Financial 

Group, Daiwa Securities Group, and MS&AD Insurance Group Holdings, SMDAM will vote in favor of 

resolutions only when agreement to these concurs with recommendations of external advisory bodies 

and SMDAM standards for determining the exercise of voting rights; and 

◼ as a general rule, SMDAM will vote in favor of resolutions only when agreement to these concurs with 

recommendations of external advisory bodies and SMDAM standards for determining the exercise of 

voting rights in case that employees/officers of SMDAM or officers or employees holding important 

positions of major shareholders of SMDAM are included in proposals for the appointment of directors 

and auditors. 

The number of resolutions for which voting rights were exercised at shareholder general meetings held 

from April to June 2020 was 18,098 company-proposed resolutions and 194 shareholder-proposed 

resolutions. In the breakdown of company-proposed resolutions according to proposal content, 

“Appointment or dismissal of directors” was the most common with 13,673 resolutions, followed by 

“Appointment or dismissal of auditors” with 1,983 resolutions, “Appropriation of retained earnings” with 

1,183 resolutions, “Executive compensation” with 609 resolutions, and “Partial amendment of the articles 

of incorporation” with 332 resolutions. 

The exercise of voting rights in accordance with “Criteria for Determining the Exercise of Voting Rights” 

and the general meetings held in May and June this year based on the “Current Policy for Exercising 

Voting Rights in Japan Based on the Impact of the New Coronavirus”, resulted in a 23.6% objection rate 

regarding company-proposed resolutions. The breakdown of this objection rate according to resolution 

content was 24.7% for “Appointment or dismissal of directors,” 28.0% for “Appointment or dismissal of 

auditors,” 5.2% for “Appropriation of retained earnings,” 11.2% for “Executive compensation,” and 3.3% 

for “Partial amendment of the articles of incorporation.” 
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Japanese Equities: July to September 2020 

 

*1 Vote is implemented by candidate 

*2 Amendment of director compensation, issuance of stock options, introduction/revision of performance-linked stock 
compensation system, and bonuses for officers. 

*3 Mergers, business hand-overs/take-overs, share exchanges, share transfers, and company splits, etc. 

*4 Acquisition of treasury stock, decrease in statutory reserves, increases in capital by third party allotment, capital 
decrease, reverse stock split, class share issuance, etc. 

*5 Includes audit committee 

*6 Includes disclosure of director compensation 

 

From the perspective of responding to concerns about conflicts of interests, 

◼ in its exercise of voting rights on all proposals of its major shareholders Sumitomo Mitsui Financial 

Group, Daiwa Securities Group, and MS&AD Insurance Group Holdings, SMDAM will vote in favor of 

resolutions only when agreement to these concurs with recommendations of external advisory bodies 

and SMDAM standards for determining the exercise of voting rights; and 

◼ as a general rule, SMDAM will vote in favor of resolutions only when agreement to these concurs with 

recommendations of external advisory bodies and SMDAM standards for determining the exercise of 

voting rights in case that employees/officers of SMDAM or officers or employees holding important 

positions of major shareholders of SMDAM are included in proposals for the appointment of directors 

and auditors. 
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The number of resolutions for which voting rights were exercised at shareholder general meetings held 

from July to September 2020 was 1,529 company-proposed resolutions and 15 shareholder-proposed 

resolutions. In the breakdown of company-proposed resolutions according to proposal content, 

“Appointment or dismissal of directors” was the most common with 1,168 resolutions, followed by 

“Appointment or dismissal of auditors” with 138 resolutions, “Appropriation of retained earnings” with 90 

resolutions, “Executive compensation” with 49 resolutions, and “Partial amendment of the articles of 

incorporation” with 43 resolutions. 

The exercise of voting rights in accordance with “Criteria for Determining the Exercise of Voting Rights” 

and “Current Policy for Exercising Voting Rights in Japan Based on the Impact of the New Coronavirus”, 

resulted in a 23.3% objection rate regarding company-proposed resolutions. The breakdown of this 

objection rate according to resolution content was 25.0% for “Appointment or dismissal of directors,” 

29.0% for “Appointment or dismissal of auditors,” 3.3% for “Appropriation of retained earnings,” 20.4% for 

“Executive compensation,” and 2.3% for “Partial amendment of the articles of incorporation.” 

Note: Results for J-REITs is omitted but available on request. 

 

 



ENVIRONMENT, SOCIAL AND GOVERNANCE REPORT 

JULY – DECEMBER 2020  

 

 

Page | 21 
 

Disclosures 

Definitions referred to within this document are detailed below: 

“SMDAM” 

“Our” / “We” / “Group”  

“SMDAM Tokyo” / “SMDAM (Tokyo)” 

These references relate to the entire “Sumitomo Mitsui DS Asset Management 
Company, Limited” organisation and will generally be used when referring to matters 
such as investment philosophy, style, company structure and other policies, which are 
consistent across the group. 

This refers to Sumitomo Mitsui DS Asset Management Company, Limited., the head 
office of the SMDAM group based in Tokyo, Japan. Our Japanese investment team is 
based in Tokyo and will perform day-to-day management of client portfolios. 

“SMDAM UK” 
“SMDAM (UK)” 

This refers to Sumitomo Mitsui DS Asset Management (UK) Limited, the UK-based 
subsidiary of SMDAM (Tokyo). SMDAM (UK) will typically be appointed as investment 
manager and will delegate day-to-day management of client portfolios to SMDAM 
(Tokyo), SMDAM (Hong Kong) and SMDAM (Singapore), but will retain responsibility 
for the management, control and servicing of the client portfolios and relationship. Some 
responses within this document will refer specifically to practices and procedures 
undertaken within the SMDAM (UK) office. 

 

Issued by Sumitomo Mitsui DS Asset Management (UK) Limited. Registered in England and Wales. Registered office 5 King William 
Street, London, EC4N 7JA; registered number 1660184. Authorised and regulated by the Financial Conduct Authority.  

The data contained in this document is for information purposes only. It is correct to the best of our knowledge at the date of issue and 
may be subject to change. The client legal agreement will take precedence over this document. This document is not legally binding and 
no party shall have any right of action against Sumitomo Mitsui DS Asset Management Company, Limited, in relation to the accuracy or 
completeness of the information contained in it or any other written or oral information made available in connection with it. Nothing in this 
document or any related presentation shall be deemed to constitute investment advice, nor shall we be deemed to be an investment 
advisor unless formally appointed as such, or as discretionary investment manager, by way of written agreement. 

Risk warning: Past performance is not a reliable indicator of future performance and may not be repeated. An investment’s value 
and the income deriving from it may fall, as well as rise, due to market fluctuations. Investors may not get back the amount 
originally invested. 

This publication may contain forward-looking statements. These are based upon a number of assumptions concerning future 
conditions that ultimately may prove to be inaccurate. Such forward-looking statements are subject to risks and uncertainties 
and may be affected by various factors that may cause actual results to differ materially from those in the forward-looking 
statements. Any forward-looking statements speak only as of the date they are made and no member of Sumitomo Mitsui DS 
Asset Management Limited nor their subsidiaries assume any duty to and do not undertake to update forward-looking 
statements. 

To be compliant with the Swiss law please note that the representative in Switzerland is 1741 Fund Solutions Ltd, Burggraben 16, CH-
9000 St. Gallen. Swiss Paying Agent in Switzerland is Tellco Ltd. Bahnhofstrasse 4, 6430 Schwyz, Switzerland. Fund prospectus, the Key 
Investor Information Document, the articles of association as well as the annual and semi-annual reports may be obtained free of charge 
from the representative. In respect of the units distributed in and from Switzerland, the place of performance and jurisdiction is the 
registered office of the Representative. 

The information contained in this presentation is to be used by the professional client that this document is issued to only. 

Risk warning: On 1 January 2021 the UK left the EU transitional arrangements and no longer benefits from passporting rights 
into EEA countries. 

This document may not be copied, redistributed or reproduced in whole or in part without prior written approval from Sumitomo Mitsui DS 
Asset Management (UK) Limited. 


