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Voting counts

UBS-AM insights from the 2022 annual general
meeting season shareholder votes

In the second quarter

of 2022, the majority of
public companies around
the world held their annual
general meetings (AGMs).
We drew a number of

key insights from the share-
holder votes cast that point
to rising or crystalizing
trends in 2022 and identify
an underlying challenge for
Investors.

— Itis no longer enough to have a net zero commitment in place: investors are now
seeking more detailed and ambitious decarbonization plans.

An increase in socially-themed proposals was primarily driven by racial and civil rights
audits.

— Many asset managers and proxy advisors increased the stringency of their existing
voting guidelines not only in relation to gender, but also with regard to the introduc-
tion of ethnicity targets for specific markets.

— Shareholder dissent toward executive pay at US companies was mostly due to
excessive pay mid cycle adjustments of vesting conditions, while in the UK it became
best practice for investors to vote against bonus payouts at companies that utilized
public support schemes.

— AGMs provided compelling evidence of the importance of stewardship and the
power that using the influence of ownership of companies can have.

Underlying some of these trends is a growing challenge for investors: By voting shares
on ESG-related resolutions at annual general meetings investors get ever more closely
involved in the running of companies, whether they like it or not, as shareholder
proposals increasingly request corporate action beyond disclosure and long-term
ambitions or targets.

The prescriptive nature of some of the shareholder proposals adds complexity for
investors and, in our view, requires credible stewardship, combining effective voting,
engagement and investment capabilities and insights. At UBS AM we are actively
looking at how we can further develop our policies and processes around proxy voting.

Voting on climate change proposals

As expected, we have seen a significant increase in the number of proposals put to
shareholders in regard to climate change. In 2022 there were 91 shareholder proposals
put forward at company meetings, up from 48 during the same period in 2021. UBS
supported 74% of the proposals as compared to 66% in 2021. However, whereas one
or two years ago it was enough to have a net zero commitment in place, investors are
now seeking more detailed and ambitious decarbonization plans aligned with corpo-
rate strategies.



Case Studies

We supported a proposal that requested Costco Wholesale
Corporation adopt science-based greenhouse gas (GHG)
emissions reduction targets for emissions from its full value
chain, as the firm does not disclose its Scope 3 emissions, which
comprise a majority of its overall GHG emissions, and has not
made clear whether it intends to set targets aligned with the
Paris Agreement goals. The proposal was supported by a
majority (69.9%) of shares voted.

A third-party not-for-profit organization through a coordinated
filing sought to require six US banks to adopt policies on
financing consistent with the ‘IEA's Net Zero Emissions by 2050
Scenario.” After a series of industry engagement, discussions
with the filers, and internal assessments, UBS-AM did not
support these proposals, as we came to the conclusion they
were overly prescriptive, as it essentially required the banks to
cease all fossil fuel lending almost immediately. The proposals
were supported by between 11% and 16% of the shares voted
at each AGM.

We have also seen investors start to focus their attention on
financial institutions, moving to the source of capital, away
from more traditional carbon intensive sectors, and, in a positive
move, we have seen companies voluntarily increasing their
climate disclosure and commitments.

A notable positive change regarding climate change proposals is
the so-called 'management say-on-climate' resolutions, which
seek shareholder approval of a company's decarbonization
strategy.

While these votes are on an advisory basis only, and not
required by regulatory bodies at this stage, they are a clear
signal of companies’ increasing willingness to hold their
climate strategies up to scrutiny, and to receive feedback from
shareholders on their pathway to environmental sustainability
and decarbonization.

Voting on social-themed proposals

In addition to environmental related proposals, Q2 saw a general
increase in shareholder proposals put forward on social themes.
In Q2 2021, there were only 44 proposals, whereas in Q2 2022
the number of social shareholder proposals had risen by 139%
to 105. UBS supported 67% of these proposals in 2022, as
compared to 70% in 2021.

This increase in proposals was primarily related to racial and civil
rights audits, which were driven by the events of the Black Lives
Matter movement in 2020/21, and the COVID-19 pandemic
which helped to highlight perceived inequalities within society.
Many proposals were submitted to companies essentially calling
into question their perceived “policies” and actual practices.

Case Study

We didn’t support a request for a report on external costs of
misinformation and impact on diversified shareholders at the
AGM of Alphabet, Inc. While the firm has been involved in
controversies related to misinformation and other related issues,
the requested report was deemed to be overly broad in scope
and it did not appear clear which information or data it should
contained and how such information or data should be sourced,
audited and measured against any given target. The proposal
was supported by 4.20% of the shares voted.

Voting on DE&I

Diversity has been a further key topic for shareholders during
the Q2 AGM period, with many asset managers and proxy
advisors increasing the stringency of their existing voting
guidelines not only in relation to gender, but also with regard to
introduction of ethnicity targets for specific markets.

We have strengthened our global policy to require 30% gender
diversity at the board level for large cap companies in developed
markets, including markets generally lagging in this regard, such
as Japan.

For instance, during the period we withheld support for the
election of board directors responsible for the nomination
process at 441 Japanese companies (up from 204 in 2021), 49
Swiss (up from 25 in 2021), and 389 US companies (up from 32
in 2021) due to lack of gender diversity. Furthermore, in markets
such as the UK and US we now require at least one director
from an ethnic minority to be serving on the board, and will also
hold the nomination committee chair accountable for failing to
achieve 33% female representation at senior management level
at UK FTSE 350 companies.

Case Study

We supported a proposal for a third-party audit and report on
the racial impacts of Johnson & Johnson’s policies, practices, and
products. While recognizing substantial steps to minimize racial
and gender disparities (communicated in one-to-one meetings
as well as collective engagements), we believe that a third-party
racial audit could help investors assess the effectiveness of the
company’s efforts to address the issues of racial inequality and
its management of related risks. The proposal was supported by
a majority (62.6%) of shares voted.

Executive remuneration — US companies

In the US, the percentage of ‘say-on-pay’ proposals which failed
to receive support from a majority of votes cast increased slightly
during Q2 '22 vs. Q2 '21. Average support remains very high,
but marginally decreased to 89.8%.



During the quarter we elected not to support approximately
65% of all ‘say-on-pay’ proposals at US companies, down from
76.5% in Q2 2021. This was mostly due to changes to our Proxy
Voting Policy related to severance pay.

Shareholder dissent toward executive pay at US companies was
mostly due to excessive pay level, the grant of oversize recruit-
ment/retention awards and the mid-cycle adjusting of vesting
conditions of outstanding awards due to the COVID-19 pandem-
ic. UBS-AM votes against US ‘say-on-pay’ also reflected concerns
over the lack of performance conditions attached to incentive
pay and the short-term profile of certain executive pay frame-
works.

Executive remuneration — UK companies

During Q2 there were 27 companies (32 remuneration propos-
als) to make the UK Investment Association public register,
compared to 50 companies (62 proposals) in 2021 showcasing a
48% decrease in the number of proposals gaining a significant
vote against (defined as more than 20% against).

Of the 32 proposals to make the list in 2022, UBS voted against
78%, with the main issue being pay-outs under variable
compensation schemes as a result of COVID-19.

Remuneration committees were facing internal retention
pressures as a result of targets not being met under variable
compensation schemes for the past two years.

During the pandemic the UK governments furlough scheme
allowed many companies to avoid making layoffs. While this
support did not place specific restrictions regarding executive
compensation, it quickly became best practice for investors to
routinely vote against any company who utilized these programs
and wanted to make bonus payouts at the executive level during
the same year.

The influence of ownership is powerful

We believe that these trends in voting at AGMs provide
compelling evidence of the importance of credible stewardship,
effectively combining voting, engagement and investment
capabilities and insights, and the power that using the influence
of ownership of companies can have in achieving sustainability
goals globally.

We believe that these trends in voting at
AGMs provide compelling evidence of the
importance of stewardship and the power
that using the influence of ownership

of companies can have in achieving
sustainability goals globally.
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This document does not replace portfolio and fund-specific materials. Commentary is at a macro or strategy level and is not with reference to any registered

or other mutual funds.
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The views expressed are a general guide to the views of UBS Asset Manage-
ment as of August 2022. The information contained herein should not be
considered a recommendation to purchase or sell securities or any particular
strategy or fund. Commentary is at a macro level and is not with reference to
any investment strategy, product or fund offered by UBS Asset Management.
The information contained herein does not constitute investment research,
has not been prepared in line with the requirements of any jurisdiction
designed to promote the independence of investment research and is not
subject to any prohibition on dealing ahead of the dissemination of
investment research. The information and opinions contained in this
document have been compiled or arrived at based upon information obtained
from sources believed to be reliable and in good faith. All such information
and opinions are subject to change without notice. Care has been taken to
ensure its accuracy but no responsibility is accepted for any errors or
omissions herein. A number of the comments in this document are based on
current expectations and are considered “forward-looking statements”.
Actual future results, however, may prove to be different from expectations.
The opinions expressed are a reflection of UBS Asset Management'’s best
judgment at the time this document was compiled, and any obligation to
update or alter forward-looking statements as a result of new information,
future events or otherwise is disclaimed. Furthermore, these views are not
intended to predict or guarantee the future performance of any individual
security, asset class or market generally, nor are they intended to predict the
future performance of any UBS Asset Management account, portfolio or
fund.

EMEA

The information and opinions contained in this document have been com-
piled or arrived at based upon information obtained from sources believed to
be reliable and in good faith, but is not guaranteed as being accurate, nor is it
a complete statement or summary of the securities, markets or developments
referred to in the document. UBS AG and / or other members of the UBS
Group may have a position in and may make a purchase and / or sale of any
of the securities or other financial instruments mentioned in this document.

Before investing in a product please read the latest prospectus carefully and
thoroughly. Units of UBS funds mentioned herein may not be eligible for sale
in all jurisdictions or to certain categories of investors and may not be offered,
sold or delivered in the United States. The information mentioned herein is
not intended to be construed as a solicitation or an offer to buy or sell any
securities or related financial instruments. Past performance is not a reliable
indicator of future results. The performance shown does not take account of
any commissions and costs charged when subscribing to and redeeming
units. Commissions and costs have a negative impact on performance. If the
currency of a financial product or financial service is different from your
reference currency, the return can increase or decrease as a result of currency
fluctuations. This information pays no regard to the specific or future
investment objectives, financial or tax situation or particular needs of any
specific recipient.

The details and opinions contained in this document are provided by UBS
without any guarantee or warranty and are for the recipient’s personal use
and information purposes only. This document may not be reproduced,
redistributed or republished for any purpose without the written permission
of UBS AG.
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This document contains statements that constitute “forward-looking
statements”, including, but not limited to, statements relating to our future
business development. While these forward-looking statements represent
our judgments and future expectations concerning the development of our
business, a number of risks, uncertainties and other important factors
could cause actual developments and results to differ materially from our
expectations.

UK
Issued in the UK by UBS Asset Management (UK) Ltd. Authorised and
regulated by the Financial Conduct Authority.

APAC
This document and its contents have not been reviewed by, delivered to or
registered with any regulatory or other relevant authority in APAC. This

document is for informational purposes and should not be construed as an
offer or invitation to the public, direct or indirect, to buy or sell securities. This
document is intended for limited distribution and only to the extent permitted
under applicable laws in your jurisdiction. No representations are made with
respect to the eligibility of any recipients of this document to acquire interests
in securities under the laws of your jurisdiction.

Using, copying, redistributing or republishing any part of this document
without prior written permission from UBS Asset Management is prohibited.
Any statements made regarding investment performance objectives, risk and/
or return targets shall not constitute a representation or warranty that such
objectives or expectations will be achieved or risks are fully disclosed. The
information and opinions contained in this document is based upon
information obtained from sources believed to be reliable and in good faith
but no responsibility is accepted for any misrepresentation, errors or
omissions. All such information and opinions are subject to change without
notice. A number of comments in this document are based on current
expectations and are considered “forward-looking statements”. Actual future
results may prove to be different from expectations and any unforeseen risk
or event may arise in the future. The opinions expressed are a reflection of
UBS Asset Management's judgment at the time this document is compiled
and any obligation to update or alter forward-looking statements as a result
of new information, future events, or otherwise is disclaimed.

You are advised to exercise caution in relation to this document. The
information in this document does not constitute advice and does not take
into consideration your investment objectives, legal, financial or tax situation
or particular needs in any other respect. Investors should be aware that past
performance of investment is not necessarily indicative of future performance.
Potential for profit is accompanied by possibility of loss. If you are in any
doubt about any of the contents of this document, you should obtain
independent professional advice.

Australia
This document is provided by UBS Asset Management (Australia) Ltd, ABN 31
003 146 290 and AFS License No. 222605.





