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ESG-themed 

Initiatives in Our 

Asset Management 

Businesses
With the aim of strengthening its asset man-
agement business and seeking to become an 
asset manager in step with the times, Sumito-
mo Mitsui Trust Asset Management (SMTAM) 
integrated the investment management func-
tion of Sumitomo Mitsui Trust Bank into its 
organization on October 1, 2018. In doing 
so, it became Japan’s largest as-
set manager with AUM of ¥60 tril-
lion. As a responsible institutional 
investor, SMTAM will continue to 
pursue initiatives befitting of this 
position for its clients in the area 
of ESG investment.

Topics Specific activities Relevant SDGs

Climate change •  Independent engagement with the major greenhouse 
gas-emitting industries (cement, paper & pulp, elec-
tricity, petroleum, etc.)

•  Full-fledged initiatives for the global climate change 
initiative CA100+ (engagement with Japanese and 
other Asian companies)

Water resources and 
marine pollution

•  Addressing ocean plastic pollution (engagement with 
chemicals, food, and retail industries, etc.)

•  Requesting greater awareness of water resource risks 
and improved measures (engagement with bever-
ages, food, and apparel industries, etc.)

Backing governance 
reforms

•  Supporting higher levels of independence on com-
pany boards and the promotion of diversity, such as 
higher ratios of female directors

•  Sustainable improvements in “earnings power” and 
appropriate capital allocation (balance between 
growth investments and surplus cash returns)

Promoting ESG in-
formation disclosure

•  Encouraging companies to disclose information re-
flecting the attainment of SDGs (contributions to solv-
ing ESG issues and earnings contributions)

•  Strengthening involvement in the TCFD information 
disclosure rules (collaboration with relevant govern-
ment agencies)

Topics of focus for ESG activities in 2019

Website:  
https://www.smth.jp/en/csr/report/index.html
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 Environment
Companies are expected to be responsible for the impact 
of their products and activities on the environment in the 
following ways: 
1)  Comply with all environmental laws and regulations; and
2)  Minimize impact on the environment.
 Sumitomo Mitsui Trust Asset Management (SMTAM) 
expects companies to clearly articulate to shareholders 
their policies and guidelines for fulfilling the obligations that 
derive from their responsibilities for the impact on the envi-
ronment. SMTAM expects companies to prevent or minimize 
environmental impact and strive to develop and disseminate 
technologies that encourage environmental preservation.

 Society and Labor
Companies are expected to adhere to international labor 
rights and create safe and sound work environments in the 
following ways:
1)  Adhere to all labor laws and regulations;
2)  Ensure proper procedures are followed to maintain 

sound labor standards;
3)  Prescribe health and safety management methods and 

make sure they are adopted into practice;
4)  Provide employment opportunities to employees in 

ways that are fair;
5)  Prepare plans and policies relating to self-development 

and training;
6)  Recruit highly capable employees and encourage them 

to follow the policies and direction the company sets; and
7)  Adopt measures to ensure internationally recognized 

human rights are not violated, and establish guidelines 
on order placement and suppliers for countries where 
there is a high risk of human rights violations.

 SMTAM does not tolerate human rights violations by 
companies. Companies are expected to observe interna-
tional labor standards and provide safe and sound work 
environments for their employees. In particular, SMTAM 
thinks it is important for companies to prohibit discrimina-
tion in employment, prohibit child labor, eradicate forced 
labor, and ensure the collective bargaining rights of workers.

 Governance
Companies are not only expected to fulfill their obligation 
to avoid corruption such as bribery and extortion but they 
are also expected to embrace their responsibility to estab-
lish policies and specific programs to address and prevent 
corruption in the following ways:
1)  Endeavor to prevent all forms of corruption, including 

bribery and extortion; and
2)  Uphold business ethics and observe internationally 

accepted norms of morals, and work to ensure their 
image and reputation are not harmed.

 SMTAM expects companies to prevent corruption and 
adhere to business ethics, and with regards to corporate 
activities, it expects the Board of Directors to set the direc-
tion and monitor compliance with anti-corruption efforts.

ESG Guidelines of Sumitomo Mitsui Trust Asset Management

Themes and investment viewpoints for E (environmental), S (social), and G (governance)

Environment

Social

Governance

• Climate change
• Water and forest resources
• Pollution (marine, soil, air)
• Resource management
• Biodiversity

• Reducing greenhouse gases
• Renewable energy
•  Addressing depletion of water resources
•  Deforestation by livestock and  

grain industries 
• Addressing marine plastic pollution
• Recycling of resources like rare metals

Them
es

Investm
ent 

view
p

oints

• Human rights
• Health and safety
• Ageing population

•  Eradication of human rights violations
•  Diversity, including empowerment of 

women
•  Guaranteed access to health (medical) 

services
• Addressing natural disasters
• Work style reforms

Them
es

Investm
ent 

view
p

oints

• Corporate governance
•  Ending activity that damages corpo-

rate value
• Sustainability strategies

• Respecting shareholder interests
•  Efficient utilization of shareholders’  

equity for growth
•  Preventing activity that damages value 

or addressing its occurrence
•  Higher level of independence and  

diversity on company boards

Them
es

Investm
ent 

view
p

oints
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MBIS®—SMTAM’s non-financial information evaluation tool

MBIS® tool is a proprietary framework SMTAM uses 
to evaluate non-financial information (the strengths of 
companies and the challenges they face in achieving 
sustainable growth).
 The use of a comprehensive check list reduces dis-
crepancies between the assessments of each analyst, 
thus ensuring uniformity. And in order to prevent the 
company’s strengths from being obscured, it employs a 

scoring method that emphasizes on the perspective of 
“in which items the company excels over its peers.”
 Moreover, the concept of the SDGs has been incor-
porated into MBIS® with the understanding SDGs will 
facilitate sustainable growth and future business oppor-
tunities for companies. SMTAM engages with compa-
nies with the 17 goals of SDGs in mind.

M
Check list (20 items)

• Strategy execution capabilities
• Improvement and

innovation capabilities

B
Check list (14 items)

• Client value
• Client base

I
Check list (7 items)

• Market assumptions
• Competitive environment

• Barriers to entry

• Regulations and 
policies

S
Check list (10 items)

• Marketing
• Business portfolio

• ESG initiatives
• Capital and 

investment efficiency

• Earnings contributions 
from ESG

• Investments, M&A, etc.

Evaluation centering on ISO26000
(seven core subjects)

1. The environment (E)

2. Human rights

4. Labor practices

6. Community involvement and development

7. Organizational governance (G)

5. Consumer issues

3. Fair operating practices

Society (S)

Evaluation centering on ISO26000 also ensures alignment with the SDGsEvaluation centering on ISO26000 also ensures alignment with the SDGs

Business Franchise

Industry

Strategy

Management
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ESG Investment Initiatives

1. Lineup of Equity ESG Investment Products
Japan equity responsible investment management strategy
First launched in 2003, our Japanese equity responsible 
investment management strategy is one of the oldest 
responsible investment strategies in Japan. With a focus on 
ESG in selecting investment stocks, the strategy takes into 

account the degree of contribution from ESG to improving 
financial returns. It is characterized by the use of SMTAM 
fund management team’s knowledge and fundamental 
research performed by the Japan Research Institute (JRI).

1. JRI selects best-in-class universe of stocks
JRI, one of the most influential think tanks in Japan, selects best-in-class companies as candidates for the investment 
universe by surveying 2,000 companies. The evaluation consists of E (environmental), S (social), and G (governance) 
themes and in fiscal year 2013, V (value, or valuation of growth prospects) was also added. The V evaluation is to evalu-
ate the links between ESG initiatives and company’s earnings.

2. SMTAM decides on SRI fund universe
SMTAM excludes companies with high credit risk from the list of universe candidates selected by JRI. A monthly com-
mittee, chaired by the Head of the Equity Business Unit, decides on the SRI fund universe.

3. SMTAM’s fund managers select stocks
SMTAM’s fund managers evaluate the stocks 
in the SRI fund universe based on 1) valua-
tion of growth prospects owing to ESG ini-
tiatives, and 2) share price valuation and 
earnings momentum derived from the earn-
ings forecasts of our Japanese stock analysts, 
and  seek excess returns versus the bench-
mark TOPIX.

Investment management process

All listed stocks

JRI’s investment universe

Approx. 2,000 stocks

SRI fund universe

Approx. 400 stocks

Portfolio

50-100 stocks

Step1

Step2

Step3 Risk control 
monitoring

Japan Research 
Institute (JRI)

•  High-quality 
ESG research

Screening

• Research data
• Credit risk

Portfolio construction

• ESG evaluation
• Share price valuation

Source: Sumitomo Mitsui Trust Asset Management (as of Oct 2018)

Investment trust funds that leverage the Japanese 
equity responsible investment management strategy Other SRI-related investment trust funds

SRI Japan Open

Product name Product name Product name Product name

Japanese Equity SRI Fund China Good CompanyBiodiversity Companies  
Support Fund
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Focus on sustained ROE improvement
Under our quality growth Japanese equity investment management strategy, investments are concentrated in stocks 
expected to achieve sustained ROE improvement based on company analysis using non-financial information.

Focus on ROE improvement driven by
earnings growth

Two key factors for companies to achieve
sustained ROE improvement via earnings growth

Ways to improve ROE

ROE improvement =
Shrinking capital　

Earnings growth　

ROE improvements from
shrinking capital are short-lived, 

therefore earnings growth
(improvement in “earnings power”) is focused

Expand earnings

1

1

2

2

Shrink capital

Reinvest profits >̶ 
Improve production 
efficiency >̶ Expand sales 
>̶ Expand earnings

Market creativity

Expand covered regions 
and client segments and 
awaken new demand in 
other fields

Appeal to clients by
providing added value
Distinguish oneself from 
competitors and harness 
accumulated technology 
and know-how

Shrink capital by bolstering 
shareholder return policy, 
including dividend hikes 
and share buybacks

Client value Growth
sustainability

Identify improvements in and the sustainability of company earnings by
leveraging non-financial information such as management and business platforms

1. Focus on “earnings power”
With a focus on business margins (net sales margin), a component of ROE, stocks are selected based on the 
evaluation factors of client value and sustainability.

2. Use of proprietary evaluation tool
SMTAM utilizes MBIS®, its proprietary evaluation tool, to assess non-financial information and “earnings power” 
of companies.

3. Hand-picked stock selection
SMTAM’s fund managers ultimately select 20-50 stocks for investment following quantitative and qualitative 
screening of the stocks in its analyst coverage.

Quality growth Japanese equity investment management strategy (research, ROE improvement)
In 2015 SMTAM launched its quality growth Japanese equity investment management strategy, which focuses on com-
pany “earnings power” and concentrates investments in stocks expected to achieve sustained improvement in ROE 
based on MBIS® company analysis of non-financial information.



2. ESG Integration into Fixed Income Investment
SMTAM incorporates ESG factors into its investment pro-
cesses for fixed income fund management. The consider-
ation of ESG factors in the investment process is thought 
to lead to the pursuit of upside potential over the medium 
to long term and limit downside risk.
 For example, SMTAM takes ESG factors into consider-
ation from a qualitative perspective in order to assess the 
creditworthiness of corporate bonds. It enhances its cred-
itworthiness assessments by adding a qualitative judgment 
component incorporating ESG factors to the underlying 

quantitative model that focuses on scale, financial compo-
sition, earnings power, and repayment capacity. SMTAM 
believes that factoring ESG issues into asset management 
encourages the sustainable growth of companies and is 
conducive to maximizing investment returns for clients. 
Although the product attributes of stocks and bonds may 
differ, SMTAM applies a common policy to both. The credit 
(bond) and stock analysts separately research the ESG issues 
of investee companies but closely share their research and 
engagement results with each other at the same time.
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ESG integration in government bond investment
In addition to corporate bonds, SMTAM also integrates 
governance-focused evaluations into government bond 
investments. It believes governance can significantly 
impact the creditworthiness of government bonds and 
a close focus on governance is key. In one of its funds 
SMTAM factors in sovereign risk consideration type and 
high income switching strategy to generate high income 
returns from sovereign bonds. While SMTAM manages 
this fund by taking into account sovereign risk, it also 

incorporates a system for scoring the “governance” of 
national governments as part of qualitative assessment 
of the risk. Specifically, a governance score is calculated 
based on seven indicators and combined with three other 
evaluation factors to derive an overall assessment. These 
fund management initiatives lead to the pursuit of upside 
potential over the medium term for client returns and limit 
downside risk.

Framework for applying our internal ratings

[Main scenario]

[Stress scenario]

Scale

Financial
composition

Earnings
power

Repayment
capacity

Use of MBIS® to 
evaluate business risk
(factoring in ESG concepts)

Examples of qualitative judgments

Business risk

Business risk

Financial risk

Financial risk

Liquidity risk

Liquidity risk

Quantitative 
model

Business

Finance

Liquidity

Qualitative 
judgment
[Non-
financial information]

[Financial information]

Carefully analyze factors that cannot 
be factored into quantitative models 
and reflect findings

Compliance risks such as quality issues

Ample unrealized gains on real estate 
and disposable investment securities

Excessive goodwill and deferred tax assets

Robust financial institution transactions, 
substantial financing system 
for investment

Risk of concerns arising from pledging 
of collateral

Prepared based on 
earnings forecasts

of SMTAM’s
stock analysts

Stress applied via 
changes in business 
conditions, industry, 
and competitiveness

Some materials manufacturers, for 
example, have robust global market 
share and competitiveness despite 
having a small business scale
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Portfolio

Quantitative model-based screening of more than 160 global government bonds

1  Credit rating and liquidity: Determination of investment target countries

Investment grade or higher Possibility of hedging trades and forex

3  Maximizing expected returns: Determination of investment allocation

Investment grade or higher Possibility of hedging trades and forex

2  Assessment of fiscal health: Setting maximum investment weightings

Fundamental indicators Market indicators

SMTAM’s country risk score

3. Expanding integration of ESG information into fixed income investment
While steady progress is being made to integrate ESG 
information into the area of fixed income investment, the 
hitherto focus has been on corporate governance because 
of the likelihood of it directly affecting creditworthiness. 
SMTAM thinks an emphasis on the creditworthiness, or 
repayment capacity, of issuers is the primary factor behind 
this trend.

That said, signs are emerging that environmental and 
social problems are driving changes in the attitude of 
creditors, including corporate bond investors. For exam-
ple, there is a growing trend mainly among financial insti-
tutions in Europe and the US to neutralize investments in 
and loans to coal-fired power plants seen as problematic 
in terms of greenhouse gas emissions.
 In 2018 a similar trend also arose among the major 
Japanese financial institutions. This movement is one exam-
ple of stewardship activities, which can be implemented 
because they are “creditors” and not “shareholders.” 
Considering that at Japan’s foremost rating agencies too 
there are moves to clarify the links between being a signa-
tory to the PRI, credit ratings, and ESG information, SMTAM 
thinks the trend of incorporating ESG information into fixed 
income investment will gain momentum up ahead.

SMTAM continually pursues upside potential on medium-
term returns for clients and aim to curb downside risk by 
furthering its engagements with bond issuers, ramping up 
ESG integration, and even investing in green bonds and 
the like.

4.8
 ti

m
es Y

oY

End-
Jun 2017

End-
Sep 2017

End-
Dec 2017

End-
Mar 2018

End-
Jun 2018

End-
Sep 2018

SMTAM investments in 
green and social bonds

Assessment of fiscal health is based on indicators cor-
responding to four evaluation factors (public finances, 
foreign currency procurement, politics, markets).



1. Exclusive engagement activities
By March 2018 SMTAM had reached its goal of expand-
ing engagements to cover 90% of the TSE1 market 
capitalization.
 SMTAM targeted 90% in order to improve the quality of 
its engagements by sharing the process of resolving com-
pany issues and accumulating know-how through dialogue 
with even more companies.
 Now that SMTAM has achieved this goal of volume 
growth, it will maintain a certain level of quantitative expan-
sion up ahead and endeavor to improve the quality of its 
engagements.
 The result of ramping up the engagement efforts has 
also contributed to a steady increase in concrete actions 
by companies. Going forward, SMTAM aims to maximize 
the investment returns of clients over the medium- to long-
term by working to secure excess returns while boost-
ing the overall market. To this end, SMTAM will continue 
to closely examine issues around sustainable growth at 
investee companies and engage in activities that contrib-
ute to enhancing medium- to long-term corporate value 
and ROE.
 If a company targets ROE improvement, then the 
best processes for this are the rethinking of capital allo-
cation and restructuring of business portfolios, which is 
why SMTAM conducts engagements that support the 

realization of these measures. In terms of ESG factors, this 
kind of engagement corresponds to the “governance” 
aspect, but the topics of addressing climate change (“envi-
ronmental”) and redressing labor practices (“social”), both 
of which could undermine ROE, also need to be broached. 
SMTAM will continue to engage with companies on solving 
ESG issues for the purpose of enhancing corporate value 
and ROE.

800
(companies)

600

400

200

End-Jun 2015 End-Jun 2016 End-Jun 2017 End-Jun 2018
0

Number of companies we engaged (cumulative)

Number of companies that took action (cumulative)

Engagements and corporate action

Board independence and diversity Dialogue with a cluster bomb manufacturer
Dialogue overview

At the June 2017 general shareholders meeting of Company A, a manufac-
turer of transportation equipment, SMTAM voted against the appointment 
of directors because the company only had one external director. SMTAM 
expressed its view that placing at least two independent external direc-
tors is preferable if the management supervision function of the Board of 
Directors is to be enhanced, and that from a diversity standpoint too, there 
was still room for improvement. SMTAM confirmed that the company was 
considering an increase in the number of independent external directors, 
an issue that had been left unaddressed since December 2015.

Dialogue overview

South Korea-based Hanwha is one of only a handful of companies that is 
a benchmark index constituent stock and involved in the manufacturing 
of cluster bombs. Since June 2016 SMTAM has continued to engage with 
Hanwha, expressing its concerns about their operations.
In September 2018, SMTAM urged the company to review their business 
operations including the strengthening of land-mine removal business in 
light of easing tension on the Korean peninsula.

Company reaction

While we have confirmed the intention of institutional investors for an in-
crease in external directors, we are not considering any formal increase. 
However, at this juncture, we have been unable to appoint a qualified per-
son which means there has been no increase in directors. That said, we 
take special note of the fact that approval of our chairman and president in 
the director appointment proposals dropped to less than 70% at the June 
2017 general shareholders meeting. We will therefore consider increasing 
the number of independent directors without waiting for the two-year term 
of appointment for directors to end.

Company reaction

Previously:
While we understand the views of our investors, going so far as to contra-
vene state policy and withdraw from this business would be difficult.
September 2018:
We recognize the concerns of our investors and the withdrawal from this 
business is being considered.

Corporate action

The company announced in April 2018 it would add two more external direc-
tors (one of whom is female) and reduce the number of internal directors 
by the same. The company’s Board of Directors now comprises six internal 
directors and three external, helping to improve its governance structure.

SMTAM’s policy

There are signs that the company’s stance is changing, albeit slowly. 
SMTAM will continue to engage with the company and urge their with-
drawal from the business of manufacturing cluster bombs.

 CASE1  CASE2Governance Social issues
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Engagement Activities
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2. Joint engagements
The Institutional Investors Collective Engagement 
Forum (IICEF) was established in October 2017 for the 
purpose of helping multiple institutional investors carry out 
constructive joint engagements with companies in light of 
the revisions to guidance 4-4 in Japan’s Stewardship Code 
in May 2017. SMTAM has participated since the forum’s ini-
tial establishment.
 The IICEF presides over the Institutional Investors 
Collective Engagement Program through which the partic-
ipating institutional investors conduct joint engagement by 
discussing the issues of investee companies, deciding on a 
shared agenda that contributes to constructive dialogue, 

and sending letters to investee companies for each agenda 
item. SMTAM intends to actively participate in the pro-
gram up ahead as a way of supplementing its exclusive 
engagements.

Unveiled by the United Nations in 2006, the Principles for 
Responsible Investment (PRI) are a set of investment prin-
ciples signed by participating institutional investors that aim 
to address basic issues in investment portfolios. Six principles 
set out what is required of investors that play a significant 
role in the global economy when assuming responsibility 
for environmental, social, and governance issues through 
their investments. SMTAM and Nikko Asset Management 
became signatories in 2006 and SMTAM served as vice-
chair of the PRI Japan Network meeting held in October 
2017. Also, in March 2018 SMTAM led engagement with a 
Singapore-based palm oil producer (see page 61).

 At the One Planet Summit in December 2017, 225 of the 
world’s institutional investors took part in the newly launched 
Climate Action 100+ initiative, led by the PRI and institutional 
investor organizations from four global regions. SMTAM is a 
signatory to this initiative and utilizes its framework to actively 
pursue global ESG engagements related to climate change.  
A launch event was held in Tokyo in April 2018 at which 
Hiroyuki Horii, the General Manager of our Stewardship 
Development Department, gave a speech, and in June 2018 
SMTAM led the first round of engagement with a govern-
ment-run petroleum company in Thailand.

Please visit the IICEF’s website for more information: https://www.iicef.jp/

Institutional  
Investors Collective 

Engagement Program

Institutional 
investor

Listed  
company

Institutional 
investor

Listed  
company

Institutional 
investor

Listed  
company

Program  

participation

Collaborative 

dialogue

Hosts meetings, etc.

IICEF
SMTAM started joint engagements through 
the IICEF.

PRI
SMTAM has continued to focus on PRI-based ac-
tivities to build a track record, including as lead 
manager.

CA100+
As a signatory to the Climate Action 100+, SMTAM 
participated in the launch event and conducted en-
gagements.



Responding to the Paris Agreement

Identification and disclosure of materiality related 
to business model sustainability 
(engagement activities through IICEF)

Complying with palm oil production regulations
Dialogue overview

US based Occidental Petroleum Corporation is chemical manufacturer 
which has upstream E&P businesses. In May 2018 SMTAM confirmed man-
agement’s views after informing the company that SMTAM voted in favor of 
the shareholder proposal that the company discloses how it addresses the 
aim of the Paris Agreement to keep global warming to below 2°C above 
pre-industrial levels, as well as information about reducing methane gas 
emissions and combustion generated by its production activities.

Dialogue overview

Singapore-based Wilmar is a palm oil producer. In March 2018 SMTAM 
confirmed management’s views after participating in a joint engagement 
through a PRI working group and expressing its opinions that there is a risk 
that exports will grind to a halt due to tighter restrictions in Europe, and 
that the company should be more proactive in disclosing information by 
involving another company in the industry in order to continue production.

Company reaction

For tackling global warming, management holds regular meetings with ex-
ternal experts. We are currently formulating our policy on climate change 
and plan to disclose it by the end of the year. As for methane gas, we are 
investing in facilities to ensure there are no major emissions when we drill 
for natural gas, and there are no concerns at our existing project sites. At 
new mining sites a certain amount of gas needs to be released but we have 
standards in place to control these emissions.

Dialogue overview

Some Japanese companies actively tackle CSR and ESG issues and employ 
integrated approaches to disclosing non-financial information regarding 
ESG in an advanced manner. SMTAM conducted engagement activities 
by sending letters to those that have the potential to further deepen the 
belief of long-term investors in the sustainable growth of their business by 
enhancing the process for identifying and disclosing materiality related to 
business model sustainability.

Company reaction

With the goal of improving the working environment at our production 
sites, we will participate in activities hosted by the Malaysian Palm Oil 
Certification Council and the Decent Rural Living Initiative (convened by 
the NGO Forum for the Future). With respect to the latter, other leading 
companies in the industry are also taking part. In particular, we recognize 
the pivotal issues of child labor and the withholding of migrant worker 
passports and plan to engage in activities aimed at solving these issues in 
consultation with the PRI Secretariat.

SMTAM’s policy

Even though SMTAM confirmed the company’s stance on both of these 
issues, it expressed the view that the fact the company’s information disclo-
sure is insufficient is why a shareholder proposal was submitted and adopt-
ed with 65.7% of shareholders voting in favor. SMTAM also expressed its 
opinion that enhancing information disclosure up ahead will be important.

SMTAM’s policy

SMTAM is conducting thought-provoking engagement with regards to 
how information is disclosed in integrated reports and other materials. 
SMTAM plans on leveraging joint engagements while bearing in mind how 
they relate to its exclusive engagements, as well as considering tailored 
approaches for each agenda or for each investee company.

SMTAM’s policy

SMTAM confirmed the company’s measures for improving working envi-
ronments and by extension, business continuity. SMTAM will continue to 
engage with the company in order to confirm the effectiveness of those 
measures.

 CASE1

 CASE3

 CASE2Climate change

Information disclosure

Climate change
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Activities based on the PRI
Engagement topic Specific activities Relevant SDGs

Palm oil

With the aim of improving environmental and human rights 
issues concerning palm oil production, SMTAM encourages 
information disclosure and periodically carries out progress 
monitoring. SMTAM acts as lead manager of the working group.

Forest resources 
conservation

SMTAM calls for companies in the forestry, natural rubber, 
livestock, and grain industries to disclose and improve their 
impacts on rainforests. SMTAM is a member of a leading 
advisory committee.

Climate Action 
100+

SMTAM calls for the 100 biggest greenhouse gas-emitting glob-
al companies to adopt measures to combat climate change. 
SMTAM utilizes its experience and know-how as a lead manager 
for the PRI to engage with Japanese and foreign corporations.

Water resources 
risks

SMTAM encourages global consumer goods companies 
(beverages, food, apparel, etc.) to address the risks associat-
ed with water resources (establishment of water stewardship). 
SMTAM acts as lead manager.

Initiatives 
concerning fisheries 
and farming (FAIRR)

SMTAM calls for major food companies and retailers to 
address environmental, social, and health issues in food sup-
ply chains.

Activities to address misconduct in accordance with international norms
Engagement topic Specific activities Relevant SDGs

Engagement 
activities utilizing 
ISS-Ethix

SMTAM urges companies contradicting international norms on 
human rights, labor or corruption to improve their practices.

Activities that call for efficiency in corporate management and  
the establishment of outstanding corporate governance

Engagement topic Specific activities Relevant SDGs

Diversity
30% Club (UK)
Thirty Percent 
Coalition (US)

SMTAM supports the social advancement of women through 
initiatives that aim to lift the ratio of female directors on com-
pany boards to 30% and in a broader sense, the promotion of 
diversity from a human resources standpoint.

Access to medi-
cine

SMTAM calls for the major global pharmaceutical compa-
nies to improve access to medicine in developing nations. It 
encourages business expansion in these areas to raise aware-
ness of medical services.

3. Global ESG Engagements
SMTAM conducts various engagement activities on a 
global scale to address ESG issues. 
 While its highly experienced research analysts and spe-
cialists in the Stewardship Development Department con-
duct exclusive bottom-up engagements with companies, 
it also makes effective use of top-down joint engage-
ments through PRI signatory bodies, ISS-Ethix, and the 
Institutional Investors Collective Engagement Forum 
(IICEF) to encourage investee companies to address key 
ESG issues.
 The topics of engagement revolve around (1) activi-
ties based on the PRI, (2) activities to address misconduct 
in accordance with international norms, and (3) activities 
that call for efficiency in corporate management and the 
establishment of outstanding corporate governance. The 
table below shows the engagement topics and activities. 
SMTAM actively participates in these activities, working 

to effectively and efficiently limit the risk that companies 
face through their exposure to ESG issues by accepting, 
for example, the role of lead manager for working groups 
when conducting engagements in fields in which SMTAM 
has a certain level of expertise.
 The topics of engagement are closely related to the 
globally recognized agenda of Sustainable Development 
Goals (SDGs).
 SMTAM predominantly focuses on the topics which 
seem to have serious impacts on corporate activities. 
Climate change and water resources are the key environ-
mental topics SMTAM is concerned with—for the former it 
is working on urging companies to disclose their impacts 
on climate change under the framework of the TCFD. As 
for the promotion of governance reforms, initiatives related 
to diversity are the main focus for the time being.



Principle 
1

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

SMTAM analyzes and evaluates non-financial information such as management thoroughness, strategy execution capabilities, 
and capacity for reform with the aim of identifying improvements in or maintenance of sustainable corporate value at investee 
companies. Furthermore, SMTAM seeks to implement initiatives (ESG integration) that utilize the knowledge gained from the 
analyses and evaluations in its investment management operations.

Principle 
2

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

SMTAM conducts engagements and exercises voting rights with ESG issues in mind; through these activities, it encourages 
investee companies to implement appropriate initiatives to tackle ESG challenges.

Principle 
3

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

SMTAM seeks appropriate disclosure of ESG issues from investee companies.

Principle 
4

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

SMTAM actively promotes engagement and awareness-raising activities with investee companies so these Principles gain 
acceptance and are implemented in the asset management industry.

Principle 
5

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

SMTAM collaborates with investment institutions in Japan and overseas through participation in PRI-sponsored working groups 
and involvement in signatory bodies established with the aim of resolving ESG issues in order to improve effectiveness in imple-
menting the Principles.

Principle 
6

We will report on our activities and progress towards implementing the Principles.

SMTAM implements these Principles and produces and issues reports that meet the requirements for signatories to disclose 
their activities and progress towards implementing them.
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Active involvement in the PRI
Established with the support of the United Nations, the 
Principles for Responsible Investment (PRI) encourage insti-
tutional investors to incorporate environmental, social, and 
governance (ESG) factors into their investment decision-
making processes. The 100 signatory institutions to the PRI 
at the time of its launch in April 2006 represented total assets 
under management (AUM) of US$6.5 trillion, but as of April 
2018 the number of signatories had increased to 1,918 rep-
resenting total AUM of around US$82 trillion—a strong indi-
cation of the growing importance of responsible investment.
 Since becoming a signatory to the PRI in May 2006, 
SMTAM has drafted policies in accordance with the six 
principles and implemented initiatives in light of the lat-
est developments. The PRI evaluates each signatory with 
respect to their commitment to and progress on imple-
menting the six principles based on their reports. A score 
of A+ is the highest, while E is the lowest. As shown in the 
table to the right, SMTAM has collected favorable scores 
on the whole and received a comprehensive assessment 
score of A+ for the fourth year in a row. 

 SMTAM will continue with its active involvement in the 
PRI going forward and make every effort to maintain and 
improve its ratings.

Policy on Addressing the PRI

2018

Approach to responsible investment  
(comprehensive assessment)

A+

Integration status of listed equity into  
responsible investment

A+

Active ownership  
in listed equity

A

Engagement A+

Exercise of voting rights A

Responsible investment  
in fixed income

A

Government bonds, etc. A

Corporate bonds, etc. A

PRI assessment of SMTAM




