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BEHIND THE SCENES: A Q&A WITH
ESG-AM'S ENGAGEMENT MANAGER

Over the past year, we engaged in dialogues with companies and institutions on a wide range of sustain-
ability topics, to increase transparency and accountability, manage risks, enhance the sustainability-re-
lated performance of our portfolios and address systemic sustainability challenges. Paula Krol, our En-

gagement Manager, explains how we make it happen.

“Every issuer has the potential to be a catalyst for change. At ESG-
AM, we don't just invest; we engage, we inspire, and we strive for
positive change.”

PAULA KROL

Engagement Manager

Q: What role do asset managers
play in advancing sustainability?

A: Coming from a background in international
organizations has shown me the unique lever-
age that asset managers have in driving sustain-
ability. Our influence through capital allocation is
clear, and it's significantly less restricted by red
tape. Beyond just investing, asset management
firms can influence through engagement—urg-
ing not only companies but also public authori-
ties and governments to tackle systemic chal-
lenges. This dual approach of influencing
through investment and engagement positions
investors at the forefront of addressing global
sustainability issues.

Q: In your view, what is the value of engage-
ment?

A: Engagement, to me, is a critical tool for dis-
cerning nuances that ESG scores alone might
miss. It's relatively straightforward to spot com-
panies at either extreme of the sustainability
spectrum—those that perform either very poorly
or exceptionally well. However, ESG ratings can
often present conflicting information and may
fail to capture the subtleties of companies that
fall in between. Through engagement, we can
better understand the depth of a company’s
awareness and commitment to ESG practices,
identify those that are willing to improve and pro-
mote positive change.
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Q: How does ESG-AM engage with
issuers to enhance their
sustainability practices?

A: At individual level, we may undertake three
types of engagement: Disclosure Engagement,
to improve ESG reporting transparency and
granularity; Impact Engagement, to encourage
sustainable practices; and Incident-Based En-
gagement, to address and mitigate risks associ-
ated with severe incidents or controversies.

Q: Does ESG-AM collaborate with
other investors in its engagement
efforts?

A: Absolutely. We engage collectively with other
investors and institutions through platforms like
the CDP and the Workforce Disclosure Initiative
(WDI). We are also a signatory of the UN Princi-
ples for Responsible Investment (PRI). This col-
lective approach allows us to leverage broader
influence and drive progress on critical ESG is-
sues. Such platforms also provide us with a
venue for policy engagement on systemic sus-
tainability issues, by participating in investor
statements, for example.

Q: How does engagement feed into
ESG-AM’s investment process?

A: Engagement is at the heart of our Sustainable
Investment Framework. It feeds into our invest-
ment process and enhances our portfolios’ sus-
tainability-related performance. The Sustainabil-
ity Team handles all engagement activities in-
house, which affords us great agility and contrib-
utes to building direct relationships with inves-
tees. | particularly appreciate how closely we
work with Portfolio Management. We're right
next to each other, so sharing insights and up-
dates is frequent, often also informally. This
proximity helps us respond swiftly to any emerg-
ing issues and integrate sustainability into our
strategies. For example, our monthly contro-
versy  review  meetings, bringing the

Sustainability and Portfolio Management teams
together, are key. They are not just check-ins but
real discussions where everyone is involved and
contributing. It's energizing to see how commit-
ted everyone is.

Q: What aspects of your work do
you find most rewarding?

A: My favorite part is the diversity of cases we
handle. No two issuers or cases are the same.
Forinstance, in 2023, we engaged several banks
on their indirect financing of a controversial
company; each responded uniquely and required
a tailored approach. This diversity means that
there is no typical week, and it keeps you on your
toes, which is incredibly stimulating.

Another highlight is what | like to call the “Aha”
moment. It's when you're having a discussion
with an engagement target's senior manage-
ment, and you see the realization dawn on them
— you know you've planted a seed. Whether it's
raising awareness, sparking ideas or simply ask-
ing the right questions that ignite further interest,
these moments are very satisfying.

Q: What do you find the most
challenging?

A: Engagement requires patience, which can be
quite trying in a fast-paced setting like ours.
Guiding companies toward sustainable prac-
tices is a process that unfolds over months,
sometimes years. You build a solid case, con-
nect with the right people, and employ all neces-
sary tools to escalate the issue, yet sometimes
we might not see the changes we hope for — ul-
timately, it is up to the company. When compa-
nies fail to respond, it signals that they may not
align with our criteria for inclusion in our invest-
able universe. In such cases, we may choose to
divest. What keeps me motivated are the cases
that do succeed and knowing that this work has
a purpose and can potentially result in positive
change.
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Q: Where do you see the most
engagement potential?

A: Traditionally, most sustainability engagement
has focused on environmental factors, but social
issues are the next frontier. These issues often
come with challenges such as measurability and
subjectivity, which can be more pronounced in
smaller, private companies due to their varied
practices and lack of mandatory and standard-
ized reporting. However, these challenges also
present a unique opportunity. Through engage-
ment, investors can work towards standardizing
social metrics and influence policy, significantly
impacting how these companies operate.

Q: With the first experiences
gained, what are some lessons
learned?

A: Our experience confirms that focused en-
gagements can drive meaningful outcomes
even on a smaller scale. Quality engagement
that is informed, relevant and tailored to an is-
suer's specific challenges and opportunities is
more impactful than a higher quantity of generic
interactions. It's also critical to have a pre-
planned escalation strategy for instances when
a company is unresponsive, as it allows us to re-
main proactive and maintain momentum. And fi-
nally, persistence: sustained effort is often re-
quired to raise awareness and to see real
change.
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(ﬂ Contact

We are committed to continuous improvement and value feedback from our stakeholders. We
invite our readers to share their feedback on this report via engagement@esg-am.com. We wel-
come your comments and will use them to enhance our approaches and reporting in the coming

years. For further inquiries, please reach out to our Engagement Manager, Paula Krol:
paula.krol@esg-am.com


mailto:paula.krol@esg-am.com
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DISCLAIMER

This document was produced by ESG-AM AG (ESGAM), a Zurich based company, licensed by the Swiss Financial
Supervisory Authority FINMA as asset manager of collective assets.

This document was produced with the greatest of care and to the best of its knowledge and belief following the
principles of good faith. Although ESGAM believes that it has taken due care in compiling the contents of this docu-
ment, ESGAM does not warrant, either expressly or impliedly, the accuracy, correctness, or completeness of the in-
formation, text, or other items contained in this document, and the document should not be relied upon as such.
ESGAM accepts no liability in respect thereof.

This document is provided for information purposes only and is for the exclusive use of the recipient. The information
contained herein is of a general nature and is not intended to address the circumstances of any particular individual
or entity. It is not intended for persons who, due to their nationality, place of residence, or any other reason are not
permitted access to such information under local law.

Any information comprised in this document may be superseded by or changed due to subsequent market or political
events or for other reasons, but there is no obligation on the part of ESGAM to update this document. There can be
no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in
the future, and no responsibility or liability can be accepted for any error or omission.

This document is for information purposes only and nothing contained in this document should constitute a solicita-
tion, offer or recommendation to buy or sell any investment instruments or services, to execute any transactions, or
to conclude any legal act of any kind whatsoever. You must not rely on any information contained in this document
in making an investment or other decision.

This document is not the result of a financial analysis. Any projections, forward-looking statements or estimates
contained in this document are speculative and due to various risks and uncertainties, there can be no assurance
that the estimates or assumptions made will prove accurate, and actual events or results may differ materially from
those reflected or contemplated in this document. Opinions expressed in this document are subject to change based
on market, economic and other conditions. Information in this document should not be construed as recommenda-
tions, but as an illustration of broader economic themes.

Components of this document are protected by intellectual property laws and are the property of ESGAM or third
parties. To the maximum extent permitted by law, ESGAM will not be liable in any way for any loss or damage suffered
by you through use or access to this information, or ESGAMSs failure to provide this information.



