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ClearBridge ESG Policy 
Amended as of September 2021 

I. Firm Overview

ClearBridge Investments is a leading global equity manager. Owned by Franklin Resources, ClearBridge 

operates with investment independence from headquarters in New York and offices in Baltimore, Fort 

Lauderdale, London, San Mateo, and Sydney. We believe authentic active management and high-

conviction portfolios provide clients the best opportunities to earn superior investment results over the 

long term. We offer strategies focused on three primary client objectives in our areas of proven expertise: 

high active share, income solutions and low volatility. We integrate environmental, social and governance 

(ESG) considerations into our fundamental research process across industry sectors and in all our investment 

strategies. 

II. ESG Investment Process at ClearBridge

ESG integration has been a key feature of our fundamental research approach and active management 

process for more than 30 years. ClearBridge takes a long-term approach, holding companies for six years 

on average across our portfolios. Our experience demonstrates that ESG integration adds value to our 

own investment process while helping to mitigate risk and identify new opportunities. ClearBridge 

remains at the forefront among asset managers in promoting and communicating the benefits of 

integrating ESG factors into our fundamental analysis and stock selection and assigning proprietary ESG 

ratings to our investments. We also seek to make positive impacts with our portfolio companies through 

our engagements and deep expertise on ESG best practices. 

ClearBridge integrates industry-specific ESG factors into our fundamental research process using a 

proprietary framework that identifies key ESG considerations for each sector and subsector we invest in. 

These considerations can be categorized as environmental, social or governance. 

• Environmental: Topics include climate change, environmental regulation and compliance;

environmental impacts of products and services; renewable energy investments; stranded asset

risk; and water management.

• Social: Topics include affordability and access to medicines; financial inclusion and access; human

capital management (recruitment and retention, diversity and inclusion); and supply chain labor

management (human rights, health and safety).

• Governance: Topics include board effectiveness; capital structure and allocation; executive

compensation; integrity and independence of financial credit ratings; and shareholder rights and

controls.
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As part of this process, portfolio managers and analysts use the ClearBridge ESG Ratings Manager, a 

proprietary platform for building and internally sharing ClearBridge ESG ratings and their rationales. The 

platform allows for an easily accessible common language for ESG factors that ensures transparency and 

consistency of methodology in assigning ESG ratings to companies across the firm. 

III. ESG Performance Is Linked to Value Creation 

We believe companies that plan thoughtfully for the future and operate sustainably in relation to their 

customers, communities and the environment should have a long-term competitive advantage over their 

peers. There is abundant academic evidence that strong ESG performance can result in lower costs of 

capital and better operational performance for companies. 

 

IV. ESG Integration and Impact 

We believe investors in public equities have a crucial role to play in addressing environmental and social 

challenges faced by society. Large public companies have a substantial social and environmental impact 

(both positive and negative) by virtue of their size and complex stakeholder relationships across supply 

chains, distribution networks and communities where they operate. We can amplify this impact through 

our allocation of capital and direct engagement with company managements. These activities form two 

overlapping elements of ClearBridge’s ESG approach:  

• Integrating ESG analysis into fundamental research and portfolio construction.  

• Using engagements with companies and proxy voting to drive positive change.   
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V. Integrating ESG Analysis into Fundamental Research  

At ClearBridge, ESG is not merely a screen or an overlay; it is part of how we conduct fundamental 

research and it defines how we think about all companies considered for investment. We source 

investment ideas and construct portfolios by integrating ESG analysis into the fundamental research 

performed by ClearBridge’s research analysts and portfolio managers. Our analysts and portfolio 

managers examine the ESG issues relevant to a company’s business activities and measure and evaluate 

their impact on both qualitative and quantitative bases. This integrated approach results in a thorough 

and detailed evaluation of a company’s risks and opportunities related to the specific ESG issues that are 

relevant to its business.  

 

As part of this integration into our fundamental research process, we assign proprietary ESG ratings to 

companies and use those internal assessments to track progress over time and drive engagement with 

company managements. These ratings reflect industry- and company-specific weightings of ESG factors. 

For example, different industries or subsectors within the information technology sector will have unique 

ESG weightings and several ESG factors within them that might be relevant in a company’s ESG rating 

(weightings are subject to change): 

 



 

4 

 

To ensure transparency and consistency of methodology across the investment teams we have developed 

a proprietary ESG Ratings Manager. This tool enables us to: generate consistent environmental, social and 

governance weightings by industry subsector across the firm; define and highlight, by use of company-

specific weightings, the most important ESG factors for every rated company; implement firm policies 

regarding minimum weightings, for example for governance or diversity and inclusion; and build, store, 

internally distribute and update ClearBridge ESG ratings.  

ESG ratings form an integral part of the overall investment process, alongside valuation and the traditional 

fundamental components of investment recommendations: 

 

VI. An Increasing Focus on Material ESG Topics  

Climate 

As an investor in public equities and an active supporter of the Paris Agreement, ClearBridge has an 

important role to play in mitigating the effects of climate change. We do this in two ways:  

1. Stewardship: By integrating climate change into our investment analysis to help us understand 

how the impacts of climate change — physical, technological, social and political — will affect 

society, the economy and the companies we hold in our portfolios.  

2. Impact: By engaging companies in our portfolios to support and accelerate their decarbonization 

efforts. 

Diversity and Inclusion 

We invest in a wide variety of companies, across geographies, sectors and market capitalizations and  

believe each company has a role to play in creating a more diverse and inclusive society. We address this 

topic in two ways: 

1. Stewardship: By integrating diversity and inclusion into our investment analysis holistically to 

understand the culture of portfolio companies and their human capital management as well as 

the impacts their products and services have on all stakeholders. Thoughtfully and responsibly 

addressing these topics can have a positive effect on society, the economy and long-term 

shareholder value creation.  

2. Impact: By engaging portfolio companies to accelerate diversity and inclusion efforts within their 

own workforces and become more aware of diversity and inclusion in their interactions with all 

stakeholders. 
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VII. ClearBridge’s Approach to Engagement and Stewardship 

As investment managers, we are stewards of our clients’ capital — our clients rely on us to responsibly 

manage their capital to create sustainable long-term value. As well as being stewards of the investments 

in our clients’ portfolios, investment managers play an important role as guardians of market integrity and 

in working to minimize systemic risks. Environmental factors, particularly climate change, and social 

factors, in addition to governance, have become material issues for investors to consider when making 

investment decisions and acting as stewards of client capital. 

Engagement is a key element of ClearBridge’s stewardship activities. Active public equity ownership can 

be a powerful tool to influence companies and drive meaningful change. As active investors in public 

markets, we engage with company management teams on a variety of fundamental and material ESG 

issues and promote improvement. We engage with companies in various ways, including direct, one-on-

one meetings with senior management (our primary focus) and through collaborative engagements with 

industry and investor groups in which we are active participants. 

We take a partnership approach toward driving change within corporations, focusing on the impact we can 

have during our conversations with CEOs, CFOs and corporate sustainability teams over long periods of 

time. As a firm, ClearBridge conducts over 1,000 company meetings every year, many of which are focused 

around ESG topics. The frequency with which we engage with a given company can vary as needed. 

For more information on ClearBridge’s engagement program, please see our formal Engagement and 

Stewardship Policy on our website. 

VIII. ClearBridge’s Approach to Proxy Voting 

The proxy voting process is one of the more visible and powerful tools public equity investors may use to 

advocate for sustainable business impact. It is an important part of our approach to positively influencing 

companies through ownership. ClearBridge’s votes on shareholder proposals are an effective way to 

signal confidence in the companies we own or to suggest the need for a change in policies, disclosures or 

related aspects of a company’s business. Proxy votes are cast by the portfolio managers of each 

ClearBridge strategy. 

The ClearBridge Proxy Committee oversees the proxy voting process and is responsible for maintaining 

ClearBridge’s Proxy Voting Guidelines. These guidelines set our recommended voting policies across a full 

range of proposals. In cases where the voting recommendation is not clear cut, the proposal is referred to 

the specific portfolio managers who own the shares and who will determine the appropriate way to vote 

on a case-by-case basis, using their knowledge of the company and in some cases speaking directly to the 

company about the specific proposal.  

In voting proxies, we are guided by general fiduciary principles. Our goal is to act prudently and solely in 

the best interest of the beneficial owners of the accounts we manage. We attempt to provide for the 

consideration of all factors that could affect the value of the investment and will vote proxies in the 

manner we believe will be consistent with efforts to maximize shareholder value. In the case of a proxy 

issue for which there is a stated position in our Proxy Voting Guidelines, we generally vote in accordance 

with the stated position. 
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IX. Industry Collaboration 

ClearBridge actively participates in industry initiatives and partners with organizations that support the 

furthering of ESG. Involvement includes collaborative engagements with companies on a given topic, 

including our work with Climate Action 100+ and our contributions as members and signatories of the 

U.N.-supported Principles for Responsible Investment (PRI), Ceres, CDP, US SIF and the Task Force on 

Climate-Related Financial Disclosure (TCFD). A full list of our partnerships can be found on our website. 

X. ESG Oversight 

The Chief Executive Officer (CEO), Chief Investment Officer (CIO), Head of Investment Risk Management, 

Director of Research, and the Head of ESG have direct oversight of the firm’s ESG investment efforts. 

These efforts are directed by the Head of ESG, who, with the collaboration of the ESG Strategy Team, 

oversees the firm’s proprietary process of integrating ESG and fundamental research in stock selection. 

The Head of ESG is also an active portfolio manager and reports directly to the CIO, who provides 

oversight of the firm’s overall approach to ESG integration.  

ClearBridge’s engagement and stewardship program is overseen by the Director of Research and the 

Head of ESG.  

Senior management, including the CEO, CIO, Chief Compliance Officer, Chief Operating Officer, Director 

of Research, Head of ESG and the ESG Strategy Team periodically reviews the firmwide ESG integration 

strategy and implements improvements on an ongoing basis. 

Analysts are assessed on the quality of their work, including the quality of their ESG research and 

engagement, twice a year through a performance survey by each portfolio management team. The results 

of the survey are factored into analysts’ incentive compensation. 


