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1 Scope 
This Policy applies to RBC Global Asset Management (UK) Limited, an affiliate of RBC Global Asset Management 
(RBC GAM).  

This Policy is based on the requirements established in Article 3 of the Regulation (EU) 2019/2088 of the European 
Parliament and of the Council of 27 November 2019 on sustainability-related disclosures in the financial services 
sector (the “SFDR”), specifically relating to the integration of sustainability risks. 

 

2 Introduction 
RBC GAM is the asset management division of Royal Bank of Canada (the Bank).1 We are a provider of global 
investment management services and solutions to institutional, high-net-worth, and individual investors through 
separate accounts, pooled funds, mutual funds, hedge funds, exchange-traded funds, and specialty investment 
strategies. RBC Global Asset Management (UK) Limited provides investment management services and solutions to 
primarily institutional investors.  

As an asset manager and fiduciary of our clients’ assets, RBC GAM has an important responsibility to consider all 
material factors that may impact the risk-adjusted returns of our investments. We believe that integrating material 
environmental, social, and governance (ESG) factors into our investment process can enhance long-term risk 
adjusted returns.  

RBC GAM is committed to integrating material ESG factors into our investment processes, taking an active 
stewardship approach, and providing client-driven solutions and reporting. The actions we are taking to deliver on 
these commitments are described in our Approach to Responsible Investment and Approach to Climate Change.  

 

3 Principles 
RBC GAM’s approach to ESG and sustainability risk management is underpinned by the following principles and 
beliefs: 

 Being an active, engaged, and responsible owner empowers us to enhance the long-term, risk-adjusted 
performance of our portfolios and is part of our fiduciary duty. 

 Issuers that manage their material ESG risks and opportunities effectively are more likely to outperform on a 
risk-adjusted basis, over the long term. 

 Engagement through dialogue is often effective at facilitating change. 

 Initiatives that increase transparency and foster fair and efficient markets benefit all investors and clients 
globally. 

 Collaboration with like-minded investors may give us greater influence on issues that are material to our 
investments. 

 

4 Definitions 
ESG integration - is the practice of systematically incorporating material ESG factors into investment decision making 
to identify potential risks and opportunities and improve long-term risk-adjusted returns.  

 

 
1 “RBC” refers to Royal Bank of Canada and its subsidiaries in this Report. 
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Sustainability risk - is defined in the SFDR as an environmental, social, or governance event or condition that if it 
occurs, could cause an actual or a potential material negative impact on the value of the investment. RBC GAM’s 
ESG integration processes monitor sustainability risks and funds that are categorized as Article 8 or 9 measure and 
track performance against specific sustainability characteristics. Unless otherwise stated in fund documentation or 
included in a fund’s investment objective, considering sustainability risks does not mean that a fund has a sustainable 
investment objective.  

Environmental factors - include, but are not limited to: climate change, air and water pollution, biodiversity, natural 
resource management and use, water quality and availability, waste management, ecosystem integrity. 

Social factors - include, but are not limited to: labour practices, data privacy and security, diversity and inclusion, 
employee engagement, human rights, community relations, health and safety. 

Governance factors - include, but are not limited to: board structure and independence, executive compensation, 
shareholder rights, lobbying and political contributions, bribery and corruption, tax strategy and accounting standards. 

 

5 ESG Integration 
RBC GAM believes that issuers that manage their material sustainability risks effectively are more likely to outperform 
on a risk-adjusted basis, over the long term. The integration of material ESG factors into the investment process has 
been identified as a strategic priority for RBC GAM, and is described in Our Approach to Responsible Investment.  

Investment teams integrate material ESG factors in their investment decision-making processes (Figure 1.0). 
Investment teams receive input from the Corporate Governance and Responsible Investment team on their ESG 
integration processes.  

Investment teams focus on the ESG factors that have the potential to impact the value of the investment and tailor the 
ESG integration tools and processes they use to their specific investment strategies, although the exact approach and 
tools they use differs by investment team. This includes, but is not limited to the following: 

 ESG issuer-level reports that identify and discuss material ESG issuers, based on third-party ESG research, 
company reports, and internal analyst views. 

 ESG checklists and questionnaires completed by analysts for issuers held in a strategy.  
 ESG engagement questions and engagement tracking. 
 ESG data from third-party vendors integrated into fundamental investment models. 
 Customized ESG scores integrated into fundamental investment models. 
 ESG controversies monitored on an ongoing basis. 
 ESG snapshots of portfolio exposure to ESG factors. 

 
Figure 1.0 – ESG integration in the RBC GAM investment process 

This diagram illustrates how material ESG factors and responsible investment activities contribute to our overall 
decision-making in our investment processes, complementing our investment teams’ fundamental and systematic 
investment approaches.  
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5.1 ESG data 
All investment teams have access to a range of ESG data from third-party data providers, including MSCI ESG 
Research LLC, Sustainalytics, Institutional Shareholder Services Inc. and Glass, Lewis & Co. This includes, but is not 
limited to, the following ESG data and inputs: 

 

 ESG ratings: Includes top level scores and both scores and weights for component environmental, social, 
and governance factors. 

 ESG controversies and severity levels related to factors including, but not limited to: labour rights, 
corruption, customer practices, privacy, land use management, climate change, supply chains, water and 
waste management, executive compensation, governance practices, human rights, community, business 
ethics, and accounting. 

 Environmental2: carbon emissions, low-carbon transition risk exposure and management, climate value at 
risk, temperature alignment, pollution and waste, resource use, land use management, biodiversity, e-waste, 
water consumption and use, green building, and energy demand. 

 Social2: product safety, employee health and safety, human capital management, labour management, 
privacy, supply chain, and social opportunities. 

 Governance2: board independence, audit and accounting, executive compensation, shareholder rights, anti-
competitive practices, and bribery and corruption. 

 
 

5.2 ESG materiality analysis  
All investment teams integrate material ESG factors by selecting the ESG tools and processes that work best for their 
investment decision-making processes. Sustainability risks are deemed material if they have the potential to impact 
the risk-adjusted returns of the investment, with the extent of these impacts depending on the issuer, the industries 
and geographies in which it operates, and the nature of the investment vehicle for which it is purchased.  
 

6 ESG Sustainability Risk Monitoring 
In accordance with Article 10 of the SFDR, this section sets out details on the environmental and social characteristics 
promoted by RBC GAM’s Article 8 funds.  
  

6.1 Sustainability risks  
In addition to assessing the ESG factors as defined above, the following ESG metrics are monitored on a regular 
basis for Article 8 investment funds. Particular investment products or strategies may also monitor additional ESG 
metrics, depending on asset class, region, materiality and data availability. 

 Greenhouse gas emissions 
 Carbon footprint  
 Exposure to companies active in the fossil fuel sector 
 Investments in companies without carbon emissions reduction initiatives 
 Exposure to controversial weapons 
 Lack of anti-corruption and anti-bribery policies 
 Board gender diversity 
 Violations of UN Global Compact and OECD Guidelines for Multinational Enterprises  

 

6.2 Exclusions 
RBC GAM recognizes the broad-based international consensus that has emerged regarding the investment in 
companies whose business activities would contravene the prohibitions contained in the Anti-Personnel Landmines 

 

 
2 May include third-party data providers’ proprietary assessment on an ESG factor or direct data from an issuer’s operations, either directly 
reported by the issuer or estimated by the third-party data provider. 
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Convention, the Convention on Cluster Munitions, the Biological and Toxin Weapons Convention, and the Chemical 
Weapons Convention, as well as the legislation in jurisdictions that have implemented these conventions. 

In recognition of that consensus and the significant risks associated with those investments, no RBC GAM investment 
team will knowingly invest in companies associated with the production, use or distribution of anti-personnel land 
mines, cluster munitions, biological, or chemical weapons. These exclusions only apply when we control the 
investment policy for a portfolio. For mandates where we do not control the investment policy, our clients may request 
different exclusions or no exclusions. We have engaged an independent third party research provider to provide us 
with a list of companies that should be excluded on the basis of this policy, which is updated monthly. 

Where there are full economic sanctions that prohibit any financial dealings with a foreign state, including investment 
in entities operating under the authority of the foreign state, we will not invest in securities that fall within the sanctions. 

 

7 Active Stewardship  
As stewards of our clients’ assets, we are committed to ensuring that the issuers in which we invest act in alignment 
with the long-term interests of our clients. This means conveying to issuers and regulatory bodies our views on topics 
such as board structure, executive compensation, gender diversity, and climate change, where material. We do this 
by employing the following three methods. For details on our proxy voting and engagement activities, see our semi-
annual and annual reports.  

 

7.1 Proxy voting  
Voting responsibly at the general meetings of our public equity holdings is an important way we act in the best interest 
of our clients. We make each voting decision independently. In Canada, the United States, the United Kingdom, 
Ireland, Australia, and New Zealand we use our own custom Proxy Voting Guidelines. In all other markets, RBC GAM 
utilizes the local proxy voting guidelines of a research provider. Our custom Proxy Voting Guidelines provide an 
overview of the principles we support and how we will vote on particular issues. They are updated yearly to reflect our 
views on emerging trends in corporate governance and responsible investment. For more, see our Proxy Voting 
Guidelines.  

 

7.2 ESG Engagement   
Our investment teams meet with the issuers in which we invest on an ongoing basis. We encourage an in-depth 
dialogue over time and may keep the particulars about our engagements confidential to foster a constructive 
relationship with our investee companies. Where our engagement efforts have been unsuccessful and the issue being 
discussed is material, we may comment publicly or take more formal steps, such as filing a shareholder resolution for 
equity investments, if we believe that it is in the best interest of our clients to do so. Our engagements may influence 
our decision to buy, hold or sell securities and these investment decisions are made on a case-by-case basis.  
 

The specific ESG factors we engage on differ based on sector, asset class, and geography. We seek to understand 
each issuer individually and through the lens of local norms and the laws and regulations of the market in which it 
operates.  

 

7.3 Collaboration and advocacy  
We recognize that advocating for regulatory and legal reform can be more effective when market participants work 
together. Where interests are aligned, collaboration with like-minded investors can give us greater influence on issues 
specific to our investments and on broader, market-wide considerations. In either case, we work to encourage 
changes that are in the best interests of our clients.  

 

8 Reporting  
Transparency and accountability are key priorities for RBC GAM, and essential for meeting our regulatory 
requirements, responding to the needs of our clients and stakeholders, and in delivering on our fiduciary duty. We 
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strive to provide our clients with regular reporting on our responsible investment and ESG integration activities through 
the following publications:  

 

 Responsible investment reports: These reports highlight our recent activities, engagements, progress and 
achievements related to our responsible investment strategy. We release an annual report at the end of the 
calendar year, which includes highlights throughout the year of our engagement activities with issuers. Our 
semi-annual report released in June contains analysis and discussion of the proxy voting season, including 
trends observed and our own voting statistics. 

 Climate-related disclosures: Our approach to climate change outlines how climate-related risks and 
opportunities are measured and managed in the context of Our Approach to Responsible Investment. It also 
reinforces our support of the recommendations of the Financial Stability Board’s Task Force for Climate-
related Financial Disclosures (TCFD). We report on our alignment to the recommendations of the TCFD. 

 Proxy voting disclosures: We publish both our Proxy Voting Guidelines and the records of our votes on ballot 
items for investments held in our funds, in accordance with applicable regulations. 

 Reporting on our ESG commitments: We publish our Principles for Responsible Investment RI Transparency 
Report and responses to the UK Stewardship Code and the Japan Stewardship Code on our website.  

 Client reporting: We distribute quarterly reports for institutional clients that provide updates on our stewardship 
activities and updates on our ESG integration approaches, where material. Several investment teams provide 
additional client reporting, on a quarterly or annual basis. Institutional clients may request reports with 
additional ESG-related metrics; the frequency of these reports is based on client need and preference.  

 

9 Governance  
9.1 Board oversight  
The various Boards of Directors (Boards) of RBC GAM oversee the overall performance of their firms, which includes 
strategic priorities related to responsible investment. The Boards delegate responsibility for implementation of 
strategic priorities to the RBC GAM Leadership Committee, which is comprised of the CEO, CIO, and leaders across 
the CGRI team and the fixed income and equities investment teams, among others. The CEO reviews and reports to 
the Boards on all strategic priorities, including responsible investment, on an annual basis. 

The Leadership Committee is responsible for reviewing and monitoring progress against strategic objectives on a 
regular basis, and reports regularly to the Boards. The Leadership Committee is comprised of the CEO, CIO, and 
leaders across the Corporate Governance & Responsible Investment (CGRI) team and the fixed income and equities 
investment teams, among others. The Leadership Committee has identified the advancement of responsible 
investment, inclusive of climate change, as a strategic objective for the organization and set priories accordingly.  The 
CEO reviews and reports to the Boards on strategic priorities as required.  

 

9.2 Management’s role  
Our Approach to Responsible Investment and Approach to Climate Change set out the organization’s strategic priorities 
and commitments, which are reviewed by the Leadership Committee. The Leadership Committee meets once per 
month, and reviews and updates strategic priorities on an annual basis. The Head of CGRI reports regularly to the 
Leadership Committee on strategic priorities for responsible investment.  

Management oversight of sustainability risks and responsibilities includes the following:  

 The CEO oversees and manages the firm’s activities and strategies and is responsible for approving RBC 
GAM’s investment priorities, including our approach to responsible investment and approach to climate 
change.  

 The CIO is responsible for overseeing and managing all investment activities and is the ultimate investment 
risk owner responsible for responsible investment and climate change. 

 The heads of CGRI and investment teams are responsible for the implementation of our responsible 
investment activities and strategic priorities. The Head of CGRI reports to the RBC GAM Leadership 
Committee quarterly on strategic responsible investment initiatives. All investment teams and the CGRI team 
report directly to the CIO.  
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 Heads of institutional and retail businesses oversee product development with input from the CGRI team and 
oversight by the CIO and CEO. 
 

Figure 2.0 – RBC GAM governance structure  

 

 

10 Remuneration  
RBC GAM’s Remuneration Policy is consistent with and promotes sound and effective risk management including 
sustainability risks and does not encourage risk taking that is inconsistent with the risk profiles of the funds that it 
manages.   

The Remuneration Policy is in line with the business strategy, objectives, values and interests of RBC GAM and its 
clients and includes measures to avoid conflicts of interest. RBC GAM’s structure of remuneration is linked to risk‐
adjusted performance. 

RBC GAM aims to ensure that employees are not incentivized to take inappropriate and/or excessive risks including 
sustainability risks which are inconsistent with the risk profile of the funds under management. Moreover, when taken 
into account by the fund under management, RBC GAM ensures that staff duly consider sustainable impacts. 

 

11 Policy approval and review  
This Policy has been reviewed and approved by the RBC GAM Head of Corporate Governance and Responsible 
Investment. This Policy will be reviewed on an annual basis.   
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This document is provided by RBC Global Asset Management (RBC GAM) for informational purposes only and may 
not be reproduced, distributed or published without the written consent of RBC GAM or its affiliated entities listed 
herein. This document does not constitute an offer or a solicitation to buy or to sell any security, product or service in 
any jurisdiction. This document is not available for distribution to people in jurisdictions where such distribution would 
be prohibited.  

 

RBC GAM is the asset management division of Royal Bank of Canada (RBC) which includes RBC Global Asset 
Management Inc., RBC Global Asset Management (U.S.) Inc., RBC Global Asset Management (UK) Limited, RBC 
Global Asset Management (Asia) Limited, and BlueBay Asset Management LLP, which are separate, but affiliated 
subsidiaries of RBC.  

 

In Canada, this document is provided by RBC Global Asset Management Inc. (including PH&N Institutional) which is 
regulated by each provincial and territorial securities commission with which it is registered. Phillips, Hager & North 
Investment Management is a division of RBC Global Asset Management Inc. In the United States, this document is 
provided by RBC Global Asset Management (U.S.) Inc., a federally registered investment adviser. In Europe this 
document is provided by RBC Global Asset Management (UK) Limited, which is authorised and regulated by the UK 
Financial Conduct Authority. In Asia, this document is provided by RBC Global Asset Management (Asia) Limited, 
which is registered with the Securities and Futures Commission (SFC) in Hong Kong.  

 

This document has not been reviewed by, and is not registered with any securities or other regulatory authority, and 
may, where appropriate, be distributed by the above-listed entities in their respective jurisdictions. Additional 
information about RBC GAM may be found at www.rbcgam.com.  

 

This document is not intended to provide legal, accounting, tax, investment, financial or other advice and such 
information should not be relied upon for providing such advice. RBC GAM takes reasonable steps to provide up-to 
date, accurate and reliable information, and believes the information to be so when printed. RBC GAM reserves the 
right at any time and without notice to change, amend or cease publication of the information.  

 

Any investment and economic outlook information contained in this document has been compiled by RBC GAM from 
various sources. Information obtained from third parties is believed to be reliable, but no representation or warranty, 
express or implied, is made by RBC GAM, its affiliates or any other person as to its accuracy, completeness or 
correctness. RBC GAM and its affiliates assume no responsibility for any errors or omissions in such information.  

 

Past performance is not indicative of future results. With all investments there is a risk of loss of all or a portion of the 
amount invested. Where return estimates are shown, these are provided for illustrative purposes only and should not 
be construed as a prediction of returns; actual returns may be higher or lower than those shown and may vary 
substantially, especially over shorter time periods. It is not possible to invest directly in an index.  

 

Some of the statements contained in this document may be considered forward-looking statements which provide 
current expectations or forecasts of future results or events. Forward-looking statements are not guarantees of future 
performance or events and involve risks and uncertainties. Do not place undue reliance on these statements because 
actual results or events may differ materially from those described in such forward-looking statements as a result of 
various factors. Before making any investment decisions, we encourage you to consider all relevant factors carefully. 
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