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The Financial Services Council (FSC) promotes best 
practice in the Australian financial services industry 
by setting mandatory standards for its members and 
providing guidance notes to assist in the operational 
efficiency of industry participants. 

In July 2017 the FSC issued Standard 23: Principles of 
Internal Governance and Asset Stewardship. The new 
Standard is designed to guide and encourage Australian 
investment managers to disclose how they apply internal 
governance to asset stewardship. 

As stewards of client assets, asset managers have a 
responsibility to ensure they act in clients’ interests 
and treat client assets with due care and diligence. 
CFSGAM has a long-held commitment to this stewardship 
principle, and we are pleased to provide the following 
disclosure in accordance with FSC Standard 23. 

We provide additional information in our annual 
responsible investment and stewardship report and on 
our website. Our global stewardship principles comply 
with all global codes. As a global asset manager, we 
benchmark ourselves against, various global standards as 
they relate to asset stewardship. 

These include:
• CFA Institute's Code of Ethics and Standards of 

Professional Conduct
• Principles for Responsible Investment 
• Pensions and Lifetime Savings Association (PLSA) 

Stewardship Disclosure Framework
• UK Stewardship Code 

COLONIAL FIRST STATE GLOBAL ASSET 
MANAGEMENT (CFSGAM) DISCLOSURE 
UNDER FSC STANDARD 23:
PRINCIPLES OF INTERNAL GOVERNANCE 
AND ASSET STEWARDSHIP

http://ri.firststateinvestments.com/
http://www.cfsgam.com/
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Our disclosure under the new 
Standard follows. We welcome any 
feedback or questions you may 
have about our disclosure or our 
approach to asset stewardship.

Organisational and investment 
approach 

1. A description of the distinguishing features of 
the asset manager, and how these features are 
directed towards achieving client objectives 

Colonial First State Global Asset Management (CFSGAM), 
known as First State Investments outside Australia, 
is currently the investment management business of 
Commonwealth Bank of Australia. We are a global asset 
manager with established offices across Europe, the US 
and Asia Pacific regions.

We are stewards of over A$218.2 billion* in assets 
managed on behalf of institutional investors, pension 
funds, wholesale distributors, investment platforms, and 
financial advisers and their clients worldwide.

We employ teams of investors who are specialists in their 
respective fields and who each set their own investment 
style. Each investment team is structured so that portfolio 
managers and analysts have a strong sense of portfolio 
ownership. Incentive structures are directly aligned to 
the results they deliver for clients. Information on the 
investment philosophy and approach for each team can 
be found in the team profile sections of our website.

While different investment teams have different 
investment approaches, all teams believe that markets 
are not completely efficient and that value can be added 
for our clients through careful investment analysis and 
prudent decision making.

2. An explanation of how the asset manager 
aligns its purpose and values with its duty to 
clients 

A culture of responsible investment and stewardship 
is a common thread which runs through our diverse 
investment capabilities. Our approach to responsible 
investment (RI) is based on three strategic pillars: 
Investment Quality, Stewardship and Employee 
Engagement. This strategy is underpinned by a strong 
governance framework and supported by our specialist 
RI team.

Our Global Stewardship Principles, which outline our 
approach to ownership on our clients’ behalf, are 
supported by policies and processes overseen by the RI 
Steering Group. The steering group is chaired by Colonial 
First State Global Asset Management’s Chief Executive 
Officer. 

Our underlying investment philosophy is to provide 
clients with high quality investment products that deliver 
investment outperformance over the long term and 
through market cycles. Investment decisions are made 
by over 200 investment professionals working in 15 
investment teams across our global locations.

Our operating model has been designed to enable 
the investment teams to remain focused on their role 
as stewards of client assets and on their core task of 
delivering long-term investment outperformance for our 
clients. This operating model is supported by a scalable 
operating platform that provides shared services and 
resources.

OUR DISCLOSURE

*As at 31 March 2018

https://www.cfsgam.com.au
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3. An overview of the ownership, management 
and governance structures of the organisation

Ownership structure

Colonial First State Global Asset Management (CFSGAM) 
is the consolidated investment management division 
of Commonwealth Bank of Australia (CBA), which is 
a publicly owned company listed on the Australian 
Securities Exchange. CFSGAM is part of the Wealth 
Management division of CBA.

Global Asset Management (CFSGAM), Count Financial, 
Financial Wisdom and Aussie Home Loans businesses. 
Implementation of the demerger is subject to final CBA 
Board, shareholder and regulatory approvals under a 
scheme of arrangement. If approved, the demerger is 
expected to complete in 2019.

On 25 June 2018, Commonwealth Bank of Australia 
(CBA) announced to the Australian Stock Exchange (ASX) 
it will demerge its wealth management and mortgage 
broking businesses, and undertake a strategic review 
of its general insurance business, including a potential 
sale. The demerged business, known as CFS Group, will 
include CBA’s Colonial First State, Colonial First State 

Colonial First State Asset Management
and First State Investments

Colonial
First State

Wealth
Management

Advice
Comminsure*

International
Financial Services

Retail Banking
Services

Commonwealth Bank of Australia

Wealth
Management

Business and
Private Banking

Institutional Banking
and Markets

* On 21 September 2017, CBA announced the sale of 100% of our life insurance businesses in Australia and New Zealand, Comminsure and Sovereign respectively, to AIA 
Group Limited for $3.8billion.

*Colonial First State Global Asset Management (CFSGAM), also known as First State Investment (FSI) outside Australia. In this document, Colonial First State Asset 
Management (Australia) Limited (our legal name, abbreviated to CFSAMA), Realindex Investments Pty Limited, Colonial First State Managed Infrastructure Limited, FSI and 
CFSGAM will be used interchangeably and may be referred to as “we”, “our”, “the firm”, “the business” and/or “the organisation”.
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Management

The chart below illustrates the organisational structure 
of CFSGAM. Our CEO, Mark Lazberger, reports to Chief 
Operating Officer, Wealth Management, Michael Venter, 
who reports directly to CBA’s CEO, Matt Comyn.

Mark Lazberger
Chief Executive Officer

Heather Brilliant
Managing Director

Americas

Chris Turpin
Managing Director EMEA
Global Head of Marketing

Mark Steinberg
Chief Operating Officer,

Chief Commercial &
Transformation Officer

Lindall West
Head of Human Resources

Liz Hastilow
Chief Legal Officer

Paul Griffiths
Chief Investment Officer

Fixed Income &
Multi Asset Solutions

David Dixon
Chief Investment Officer

Equities

Harry Moore
Head of Distribution

Australia & New Zealand

Mark Stapleton
Managing Partner

First State Stewart Asia

Perry Clausen
Head of Global

Infrastructure Investments

Jonathan Asante
Manging Partner
Stewart Investors

David Galt
Managing Partner
Stewart Investors

Amanda Turner
Executive Assistant
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The diagram below illustrates our governance 
arrangement with key committees described below. 

In countries where we are licensed to offer financial 
products, we also have legal entities in those countries 
to hold the licence and provide additional oversight. 
The diagram below shows the legal entity for Australia 
being Colonial First State Asset Management (Australia) 
Limited. However, with respect to this illustration, it is in 
line with the relevant management committees in place 
for Colonial First State Managed Infrastructure Limited 
and Realindex Investments Pty Limited.

WM Group
Executive

CBA Executive
Committee

CFSGAM Chief
Executive Officer

CFSGAM
Global Responsible

Investment Steering Group
Meets quaterly

CFSGAM
Global Investment Risk

Committee**
Meets quaterly

CFSGAM
Global an FX Best

Execution Committee
Meets quaterly

CFSGAM
Global Operating

Committee (OpCo)
Meets fortnightly

CFSGAM
Global Risk Committee

Meets quaterly*

Colonial First State
Asset Management

(Australia) Ltd
Meets quaterly

CBA Board and
Committees

CFSGAM
Management

Reporting and Participation

External Audit

CBA Line 3
Group Audit

CBA Line 2
Risk Management

& Compliance

Management Corporate
Governance

Independant
Assurance

* Risk Committee Members

Mark Lazberger (c)

Chris Turpin

Michael Stapleton

Mark Steinberg

David Dixon

Liz Hastilow

Paul Griffiths

Kerrie McCormack

Sriyan Corray#

Andrew Doyle

Brian Hollingworth

** Investment Risk Committee Members

Mark Lazberger (c)

Paul Griffiths

Michael Stapleton

Brian Hollingworth

David Dixon

Chris Turpin

#  Acting L2 CRO
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Key committee descriptions

Committee Members Roles and responsibilities Meeting frequency

Operating Group Internal 

management of 

CFSGAM/FSI

The group generally meets fortnightly and its purpose 

is to assist the CFSGAM CEO in the management 

of CFSGAM and advise the CEO on key decisions to 

be made by him or her under his or her delegated 

authority.

Fortnightly  

(not minuted); Quarterly 

(minuted)

Investment Committee Internal 

management of 

CFSGAM/FSI

The committee meets quarterly and considers a wide 

range of matters including: fund performance, risk 

parameters within and affecting the funds, liquidity, 

responsible investments and ESG (environmental, 

social and governance) factors, counterparty risk and 

investment compliance.

Quarterly

Risk Committee Internal 

management of 

CFSGAM/FSI

The committee oversees the management of risks 

assumed by CFSGAM in the course of carrying on its 

business, with particular focus on the measurement, 

reporting, and management of risks relevant to 

CFSGAM.

Quarterly

Fixed Income Best Execution 

Committee

Internal 

management of 

CFSGAM/FSI

The CFSGAM Fixed Income Best Execution Committee 

was established to oversee the processes and controls 

involved in trade execution. The committee meets on 

a quarterly basis. It is chaired by the Chief Investment 

Officer of Fixed Income and Multi Asset Solutions. It 

includes senior members of the investment teams as 

well as Risk Management and Compliance (RMC). The 

purpose of the committee is to evaluate fixed income 

and foreign exchange trading activity, and ensure 

compliance with the relevant policies.

Quarterly

Responsible Investment 

Steering Group

Subset of CFSGAM/

FSI’s operating 

group

The purpose and duties of the steering committee are 

to: 

• determine the long-term strategic direction and RI 

ambition of the business

• promote and support the global RI strategy within 

the business and act as an RI advocate both 

internally and externally

• provide oversight of the business’s RI objectives, 

our public commitments and policies, our cross 

business practices and capacity

Quarterly
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4. Overview of the key management and 
investment personnel within the organisation 

Profiles of the key management personnel are 
available on our website: 
www.cfsgam.com.au/global/about-us/management-team

Profiles of the key investment personnel are available 
with their respective team profiles on our website: 
www.cfsgam.com.au

5. How we ensure client assets are managed in 
accordance with our investment strategies, and 
how conflicts of interest are managed.

Compliance with investment strategies 

Compliance with our traditional investment strategies 
is overseen by the Risk Management Compliance (RMC) 
department, who report to the relevant boards and the 
investment committee.

The CFSGAM/FSI Global Investment Committee provides 
the primary means of internal formal review of each of 
our asset classes. The committee reviews each portfolio 
group on a quarterly basis. 

All investment restrictions from the investment 
management agreement, regulatory requirements 
and internal controls are incorporated into an internal 
compliance document for use by the portfolio managers, 
relationship managers, risk and compliance personnel, 
and other selected stakeholders. Sign-off by the relevant 
stakeholders is required to confirm that the correct 
process has been undertaken.

The investment restrictions are then coded into the 
relevant investment management systems so that 
pre- and post-trade compliance can be undertaken. 
Investment restrictions are regularly reviewed and 
audited against compliance documents. 

Regular reporting is provided to clients, along with their 
portfolio information. 

Conflicts of interest are covered under point 8, below.

Internal governance 

6. Ethical conduct and professional practice 

The CBA Group has a statement of professional practice 
that outlines how our people are expected to behave, 
and supports the principles governing conflicts of 
interest.

7. Personal trading

All CFSGAM Australia employees are subject to the 
CFSGAM global personal dealing policy, which contains 
the following requirements:
• Employees must obtain prior approval from RMC 

before placing most personal securities transactions.
• Additional restrictions apply to investment team 

members with funds management responsibilities.
• Black lists of securities are maintained. In all 

instances, approval to transact in a particular 
reportable security will be denied if it is black-listed.

• There is a minimum holding period of 60 days.
• Duplicate trade confirmations and broker account 

statements must be provided to RMC.

http://www.cfsgam.com.au/global/about-us/management-team.html
http://www.cfsgam.com.au
http://ri.firststateinvestments.com/team-profiles/
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8. Management of conflicts of interest to ensure 
client interests take priority (including gifts and 
entertainment)

Our policy is to conduct all our business in an honest 
and ethical manner and we are committed to acting 
professionally, fairly and with integrity in all our business 
dealings and relationships wherever we operate. Conflicts 
of interest are managed in accordance with our conflicts 
of interest policy which is summarised on our website: 

www.cfsgam.com.au/about-us-files/CFSGAM-FSI-Conflicts-
of-Interest-Statement.pdf

9. Risk management and compliance

CFSGAM utilises an operational risk management 
framework (ORMF) which has been designed to be 
consistent with such Australian Standards as Australia/
New Zealand Standard RMC Programs. It outlines the key 
elements needed for an effective RMC system. 

The ORMF encompasses the totality of the systems, 
structures, policies, processes and people involved 
in identifying, assessing, mitigating and monitoring 
risks. The key components of the framework include 
governance, policies and guidelines, and the risk 
management process itself, which includes risk 
identification, risk assessment, risk management and 
assurance and monitoring including independent audit.

10. Error correction policy

CFSGAM has an incident management policy. 

Where an incident or breach has been identified by the 
business, details are provided to RMC including the root 
cause. Such events are required to be reported to RMC 
within five business days of suspicion or identification. 

RMC will then undertake an independent assessment of 
the incident including a root cause analysis, likelihood of 
recurrence and an impact assessment. The incident will

determine the immediate corrective action and potential 
compensation, whilst an assessment of the incident or 
breach will determine if further control review is required. 
Should this be the case, an issue will be raised.

RMC records all incidents and issues in a system for 
ongoing monitoring, management and reporting. 
Reporting is provided to business management at least 
monthly to ensure that open matters are continuously 
addressed effectively and in a timely manner by the 
business. 

The closure of an incident or issue report is contingent 
upon management approval and requires relevant 
evidence. Depending on severity it may require 
independent RMC testing to validate the closure of 
relevant action items by RMC. 

11. Brokerage and commissions

Managing implementation costs (transaction and 
brokerage costs, market impact costs and opportunity 
costs) is integral to our investment processes. It is a 
discipline in which CFSGAM has a comparative advantage 
due to our size, various cash flows, investment in the 
latest trading technology, and the depth of its in-house 
transaction expertise. Our experience in this area 
enhances our ability to achieve best execution on behalf 
of our clients.

In order to minimise our impact on securities prices, 
CFSGAM uses an extensive network of brokerage 
firms with contacts and expertise in various market 
segments. Our approach takes into account security 
price, commission cost, the nature of the order and other 
factors that are relevant to the interests of the fund.

Our brokerage firms and commission rates are reviewed 
at least annually. We are able to identify and separate 
between our execution and third party research costs. 
In addition, all trades undergo daily, independent, 
quantitative transaction cost analysis to measure trade 
performance.

http://www.cfsgam.com.au/about-us-files/CFSGAM-FSI-Conflicts-of-Interest-Statement.pdf
http://www.cfsgam.com.au/about-us-files/CFSGAM-FSI-Conflicts-of-Interest-Statement.pdf
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218.2
Billion

$

In assets managed on behalf of institutional 
investors, pension funds, wholesale distributors, 
investment platforms, and financial advisers and 
their clients worldwide*.

*As at 31st March 2018
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12. Equitable asset valuation and pricing

In Australia our related party Colonial First State 
Investment Limited (CFS) performs asset valuations and 
where relevant unit pricing for investment funds we 
manage. Outside of Australia this is performed by us in 
the same way as described below. 

CFS apply a fair value pricing approach to asset 
valuations. CFS’s fair value pricing policy addresses the 
issue of determining a value for those securities for which 
market prices are not readily available. Generally, prices 
are considered readily available if the exchange or market 
where the security trades is open and actively trading.

Where market prices are not readily available, such as in 
the case of fixed income securities, our fair value pricing 
process requires the investment team to consider such 
factors as recently dealt prices in similar instruments, 
broker quotes and market proxies. These are submitted to 
CFS’s Fair Valuation Committee for review and approval, 
the outcome of which is documented and retained. 

For marketable securities, CFS relies on industry standard 
pricing vendors who use a variety of techniques to 
establish market prices. Private placements, or securities 
issued with trade restrictions, typically require evaluation 
under a fair value process. Where a significant market 
event occurs which prevents CFS from obtaining asset 
valuations, CFS may choose to suspend pricing or use 
a fair value methodology to derive an asset price. CFS 
considers that its policies on the exercise of discretions 
in respect of valuations are reasonable, meet Australian 
accounting standards, and are in accordance with 
ordinary commercial practices.

Unlisted assets

Unlisted assets are independently valued at least once 
every year. However, the majority of assets (other than 
small assets) are independently valued on a quarterly 
basis. Independent valuations are prepared on the 
basis of market value, which is the value assumed in a 
hypothetical transaction between a knowledgeable and 
willing buyer and a knowledgeable and willing seller.

Market value is commonly derived by applying a 
discounted cash flow (DCF) and/or a capitalised earnings 
(i.e. using comparable companies and comparable 
transaction information) methodology. A brief summary 
of these methodologies is provided in the glossary. 

Typically, an independent valuer will adopt both methods 
for valuing an asset, deriving an equity value of the 
business through DCF and then using a capitalised 
earnings approach to cross check the derived value.

13. Best execution and trade allocation

Each asset class has an approved broker list and from this 
list the equity dealers undertake best execution.

We maintain a trade allocation policy that promotes 
honesty and fairness for clients and investor allocations of 
the same investment style and asset class. This principle 
applies when a portfolio manager is required to pool 
transactions in the same security, or where there is a 
need to allocate across a number of accounts.
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14. Remuneration policy 

CFSGAM has a competitive remuneration policy which 
aligns our interests with those of our clients and provides 
a mechanism for staff retention. All analysts and portfolio 
managers have performance incentives.

Short-term incentive (STI) payments and any long-
term incentive (LTI) payments are awarded annually 
and are subject to CEO approval as part of the annual 
remuneration review.

Eligibility for STI payments is based on two key elements:
• Fund performance metrics. The overall performance 

of the funds and/or stock selection relative to 
benchmarks is the major component of the 
performance measurement calculation.

• Qualitative factors. These include assessing individual 
contributions. A risk assessment component is also 
considered.

The annual review provides the opportunity for all 
analysts and portfolio managers to receive a short-term 
incentive payment based on a percentage of their base 
salary and the degree to which they reach their maximum 
performance measures.

Our Long Term Investment (LTI) structure is in the form 
of a profit-share scheme. The LTI plans are subject to 
scheme rules that contain the terms and conditions for 
eligible employees. Contribution to business objectives, 
performance, behaviours and risk management are 
components that may be considered when allocating 
profit share.

Whistleblower protection policy 

CFSGAM adheres to CBA’s whistleblower protection 
policy.

The purpose of the CBA policy on reporting fraud and 
unethical behaviour is to establish a system for directors, 
staff, service providers or suppliers to disclose internal 
fraud or unethical behaviour. 

The policy is designed to be consistent with the 
Australian Standard AS 8004-2003 whistleblower 
protection programs for entities, and operates via 
mechanisms provided by corporations law and the 
Australian Prudential Regulation Authority (APRA) 
prudential standards.

Employees, temporary staff and contractors with 
information in relation to any act of internal fraud or 
unethical behaviour have the option of reporting the 
issue through multiple channels.

See the Group whistleblower protection policy here:
www.commbank.com.au/content/dam/commbank/
assets/about/opportunity-initiatives/commbank-
whistleblower-policy.pdf

http://www.commbank.com.au/content/dam/commbank/assets/about/opportunity-initiatives/commbank-whistleblower-policy.pdf
http://www.commbank.com.au/content/dam/commbank/assets/about/opportunity-initiatives/commbank-whistleblower-policy.pdf
http://www.commbank.com.au/content/dam/commbank/assets/about/opportunity-initiatives/commbank-whistleblower-policy.pdf
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16. Training and development 

We have a specialised global learning and development 
curriculum, DevelopFirst. The curriculum is built around 
six identified core enablers that we think assist our 
organisation to achieve our objectives.

The image below summarises our course offerings. In 
addition, the human resources team works with each 
business region to identify bespoke training needs as they 
arise. We work with external suppliers to address those 
needs if an in-house solution is not available.

Our DevelopFirst curriculum

Global Mindset
Emotional Intelligence
Change Management

Responsible Investment
Diversity & Inclusion

Growth MindsetO
ur competitive advanta

ge

Core enablers

All em
ployees

Pe
op

le
 Le

ad
ers

Role/team

 specific

People m

an
ag

er
s

Leadership Development

LeadFirst

(2 day programs that build the mindsets and behaviours 

required to lead the business)

•  Leading Self (also for Senior Specialists)

• Leading Globally*

Executive Targeted Coaching

(Requires Operating Group member approval)

LSI 1:1 Coaching

(Follow up for LeadFirst participants)

*Working title, program under development

Technical / Targeted Development

(Tailored / by request - sourced within team / by leader)

Mandatory e-learning on RI & Stewardship Team 

Alignment workshop using DiSC model (Intact Team)

Technical 

• Sales Capacity

• Directorships and Board Reporting

• Responsible Investment

• Financial Modelling

• Project Management

• Investment Management

Core Masterclasses

(Short courses that build the individual skills and behaviours 

needed to work effectively in this business)

• My personal Development Plan

• Company and Management Interviewing Techniques

• Mastering Effective Communication

• Presenting with Presence

• Delivering a Powerful Pitch

• Working Globally

• Personal Resilience

• Mastering Change

• Managing Time and personal Productivity

• Influencing and Stakeholder Management

Management Masterclasses

(Short courses that build the individual skills and behaviours 

needed to effectively manage people)

• Managing Performance & Career Development

• Building a High-Performing Team

• Communicating Remuneration Decisions

• Leading People Through Change

• Making Great Hiring Decisions

• Coaching Others

Wellness First (Region-specific events, initiatives and activities focused on supporting employees’ health, fitness and welling)

Compliance Learning (Required of all employees to meet our legal, risk and fiduciary obligations)

Note this curriculum will change over time in order to meet the needs of the business
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17. Complaints and dispute resolution

For retail investors in Australia CFS as the funds’ 
responsible entity handle complaints. CFS maintain a 
customer complaints handling policy that provides the 
principles of complaints management. 

www3.colonialfirststate.com.au/about-us/terms-and-
disclosure/complaints-policy.html

Wholesale and institutional investors can contact their 
relationship manager to make a complaint. 

Asset stewardship

18. Monitoring of company performance on 
financial and non-financial matters 

We employ 15 investment teams across a range of asset 
classes. Each team includes specialists in their respective 
fields and sets their own investment philosophies and 
processes. 

Our commitment to RI and stewardship is a common 
thread which runs through these diverse investment 
capabilities. In particular, all teams believe that 
environmental, social and governance (ESG) issues impact 
investment value and that as a leading global institutional 
investor we can achieve better long-term investment 
outcomes through active company engagement and by 
exercising the equity ownership rights we hold on behalf 
of our clients.

Detailed information on each team’s investment 
philosophy and process for monitoring company 
performance is provided in our annual responsible 
investment and stewardship report: 

ri.firststateinvestments.com/team-profiles

19. Engagement with company management 
and the Board (where appropriate), and 
escalation of issues in instances where initial 
engagements have not been adequately 
responded to

Given the varying nature of the asset classes we manage, 
the geographies in which they operate, and the size 
of our holdings, each investment team’s engagement 
approach is tailored to individual companies and the 
specific issues in question. In all cases there is a focus 
on material ESG issues that could impact on investment 
value over all periods, but particularly over the long term.

The individual approaches to ESG integration taken 
by each team are available in our annual responsible 
investment and stewardship report: 

ri.firststateinvestments.com/team-profiles

While each team has developed an approach relevant to 
its own investment philosophy and asset class, our clients 
can expect the following from all every investment team.

Listed equities

Engagement with company management is a 
fundamental part of our active equity teams’ investment 
processes. Through company engagement, we seek 
to highlight areas for potential improvement and risk 
reduction, encourage improved disclosure on ESG issues, 
and commend companies that are making progress 
in these areas. We have guidelines and principles for 
corporate engagement that are available on our website: 

www.cfsgam.com.au/global/responsible-investment/
reports-and-policies

http://www3.colonialfirststate.com.au/about-us/terms-and-disclosure/complaints-policy.html
http://www3.colonialfirststate.com.au/about-us/terms-and-disclosure/complaints-policy.html
http://ri.firststateinvestments.com/team-profiles/
http://ri.firststateinvestments.com/team-profiles
http://www.cfsgam.com.au/global/responsible-investment/reports-and-policies.html
http://www.cfsgam.com.au/global/responsible-investment/reports-and-policies.html
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On occasions where our engagement activities are 
unsuccessful and we believe that this will remain so, we 
may escalate the issue. For example, we may write to, or 
meet with the chairperson or lead independent director. 
We may vote against directors who we believe are not 
providing appropriate oversight, or we might collaborate 
on further engagement with other like-minded investors. 
In some instances we may make our views public. 
Ultimately, where we lose confidence in management 
following unsuccessful attempts to engage, we may sell 
down our holding.

Fixed income

While they have less frequent direct contact with 
companies, and therefore their approach differs from that 
of the listed equity teams, our fixed income teams do 
engage with counterparties, corporations, governments 
and supranational issuers to raise ESG concerns. We 
provide a number of case studies of this engagement in 
our annual responsible investment report. 

ri.firststateinvestments.com/case-studies

We also engage with credit rating agencies and 
collaborate with other fixed income investors to improve 
ESG integration practices across the industry.

Unlisted infrastructure

For unlisted infrastructure assets, our seats on company 
boards allow direct oversight and influence. The unlisted 
infrastructure team have a dedicated engagement policy 
which is available on our website: 

www.cfsgam.com.au/about-us-files/130719-Direct-
infrastructure-and-consideration-for-ESG-rebranded.pdf

20. Approach to considering environmental, 
social and governance factors (risks and 
opportunities); whether these considerations 
influence investment decision-making and 
company engagement 

The individual approaches to ESG integration taken 
by each team are available in our annual responsible 
investment and stewardship report: 

ri.firststateinvestments.com/team-profiles

We exclude companies that manufacture cluster 
munitions, antipersonnel munitions, and companies and 
countries on various sanctions lists. Information on our 
approach to ESG-related exclusions is available in our 
annual responsible investment and stewardship report: 

ri.firststateinvestments.com/our-approach#exc

While each team has developed its own approach 
relevant to its investment philosophy and asset class, 
our clients can expect the following from all our 
investment teams.

http://ri.firststateinvestments.com/case-studies/
http://www.cfsgam.com.au/about-us-files/130719-Direct-infrastructure-and-consideration-for-ESG-rebranded.pdf
http://www.cfsgam.com.au/about-us-files/130719-Direct-infrastructure-and-consideration-for-ESG-rebranded.pdf
http://ri.firststateinvestments.com/team-profiles/
http://ri.firststateinvestments.com/our-approach#exc
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Listed equities 

Each active listed equities team has a process for 
identifying and assessing the relevance and materiality of 
ESG issues for their respective asset classes. For all active 
equity teams, company engagement is a key source of 
insights on such risks and opportunities. These insights, 
coupled with the best available third party ESG research, 
are assessed by the relevant company analyst and 
incorporated into stock notes or reviews. They insights 
influence company valuations.

Some teams assign specific ESG scores, while others 
incorporate the assessment into broader views of 
company management and business quality. All active 
equity teams hold regular team meetings to discuss 
company assessments, including ESG factors.

Fixed income

Like our equity teams, our fixed income teams have 
developed their own approaches to ESG integration 
that complement their investment processes. All teams 
within our global fixed income business share significant 
elements of their investment processes, including analyst 
resources and our global Investment Opinions Network 
global platform.

All our teams believe that ESG issues have a direct impact 
on an issuer's risk, and therefore its probability of default. 
As risks turn into liabilities, they can impact cash flow and, 
therefore, debt costs and credit ratings. 

For sovereign bonds, ESG issues can also impact a 
Government’s ability to generate sustainable revenues or 
potentially increase its future costs, affecting its ability to 
repay bond holders. 

Our fixed income teams have an assessment process 
for ESG issues that flows into their view of a particular 
security. That might be through the six-factor model used 
by the emerging markets debt team, or the ESG score 
and internal credit rating used by the other fixed income 
and credit teams.

Unlisted infrastructure

For our unlisted infrastructure team, the ownership 
interest we hold in portfolio companies ranges 
from approximately 15% to 100%. Our investment 
professionals are therefore a key part of the corporate 
governance structure and often sit on governance and 
management committees, such as boards of directors 
or shareholder representative groups. Consequently, a 
more bespoke approach to ESG integration is desirable 
and necessary. The team has developed separate and 
detailed RI policies and assessment frameworks, while still 
adhering to the organisation-wide approach.

The unlisted infrastructure team like to take a lead role in 
any acquisition and lead the agenda in the consideration 
of all investment issues, including ESG. Further, in 
instances where we do not acquire a controlling interest, 
we make sure we carefully select like-minded co-
investors. That ensures we have a similar approach to all 
investment issues, including ESG considerations, defining 
strategy, and approving policies.

Once appointed, our directors oversee executive 
management, influence business strategy and embed 
operational and investment policies – including 
consideration of ESG issues.

21. Proxy voting (see FSC Standard 13) 

Proxy voting rights are an important asset for listed equity 
investors and exercising these rights is a core part of our 
stewardship responsibilities. We seek to vote on every 
resolution at company meetings.

Prior to voting, the relevant investment manager and 
analyst carefully consider each resolution, with guidance 
provided by our publication Guidelines and principles 
for corporate engagement on governance, environment 
and social issues. Recommendations from a selection of 
independent corporate governance research providers 
are also sought.
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Our investment teams retain full control over their 
proxy voting decisions, however, and do not necessarily 
follow the guidance provided by third party governance 
research providers. In the team profile sections of our 
responsible investment report we have disclosed statistics 
on the independence of our team’s voting and we also 
provide a proxy voting tool which discloses all voting 
decisions post-meeting.

ri.firststateinvestments.com/our-approach/featured-
content/proxy-voting-record

All teams have an approval and escalation process 
for proxy votes. They maintain records that show 
when they vote against management or against the 
recommendations of the proxy voting adviser. Investment 
teams are responsible for their own voting and, from time 
to time, different teams may vote in different ways on the 
same issue. 

We use the corporate governance analysis and 
recommendation services of Glass Lewis and Ownership 
Matters and additional corporate governance information 
from MSCI, Sustainalytics, brokers and other sources. 
Proxy voting service providers are selected on the basis 
of the quality of their research and the extent of their 
coverage. We have been using Glass Lewis for a number 
of years and review their performance regularly.

22. Collaborative engagement with other 
investors, including involvement with industry 
groups and associations 

The vast majority of our engagement is conducted by 
each team directly with companies. Occasionally we 
engage with companies alongside other investors as part 
of an industry group, or through a letter or other group 
engagement work.

We also provide support to a number of industry groups 
who are seeking to grow and improve responsible 
investment and stewardship practices. We review the 
work, philosophy and advocacy of the organisation of 
which we are members regularly and seek to positively 
contribute to their work agenda through participation 
in governance positions and working groups. While we 
support the work and we are proud of our association 

with these groups, they do not represent our views 
except where we sign specific statements. The industry 
groups we are currently active members of are listed 
below:

Global initiatives

Cambridge University Investment Leaders Group
• Founder member
• Working Group Chair

Integrated Reporting
• Business Reporting Leaders Forum (Australia)

Accounting for Sustainability (A45)
•  Expert Panel Member

Asia Pacific

Financial Services Council
• Member of the Investment Committee
• Member of the ESG Working Group

Responsible Investment Association Australasia
• Chair
• Member of Governance Committee

Investor Group on Climate Change
• Member of the Committee of Management
• Chair Investor Disclosure Working Group

Asian Corporate Governance Association
• Member

EMEA

UK Sustainable and Investment Forum

UK Investment Association
• Sustainable and Responsible Investment Committee 
• Chair Standards and Definitions Working Group

ICAEW 
• Corporate Governance Committee
• Sustainability Committee

EUROSIF

• President

http://ri.firststateinvestments.com/our-approach/featured-content/proxy-voting-record?_ga=2.25052986.1648635245.1528161190-1740205064.1525573211
http://ri.firststateinvestments.com/our-approach/featured-content/proxy-voting-record?_ga=2.25052986.1648635245.1528161190-1740205064.1525573211
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23. Principles used for policy advocacy, 
including participation with industry groups and 
associations 

Our focus is on acting in our clients’ interests over the 
long term. Our Global Stewardship Principles outline our 
philosophy in this regard. The principles are available on 
our website: 

www.cfsgam.com.au/global/responsible-investment/
reports-and-policies

We are strong advocates for responsible investment and 
stewardship and for more sustainable capital markets. 
We believe this is in the best long-term interests of our 
clients. 

24. The approach to client engagement, 
education and communication regarding asset 
stewardship.

We publish an annual responsible investment and 
stewardship report. The report includes individual 
investment team profiles with detailed information about 
their approach to stewardship and ESG integration, 
and ESG risk profiles of their funds, including carbon 
footprinting for listed equity teams. The report also 
includes over 100 case studies, up-to-date proxy voting 
information and updates on our responsible investment 
strategy. 

For some clients we provide additional reporting as 
part of investment management agreements. We are 
constantly looking for way to provide better and more 
informative reporting to our clients. 

https://www.cfsgam.com.au/global/responsible-investment/reports-and-policies.html
https://www.cfsgam.com.au/global/responsible-investment/reports-and-policies.html
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Disclaimer 

This document is directed at persons of a professional, sophisticated or wholesale nature and not the retail market.

This document has been prepared for general information purposes only and is intended to provide a summary of the subject matter covered.  It does not purport to 
be comprehensive or to give advice.  The views expressed are the views of the writer at the time of issue and may change over time.  This is not an offer document, and 
does not constitute an offer, invitation, investment recommendation or inducement to distribute or purchase securities, shares, units or other interests or to enter into 
an investment agreement.  No person should rely on the content and/or act on the basis of any matter contained in this document.

This document is confidential and must not be copied, reproduced, circulated or transmitted, in whole or in part, and in any form or by any means without our prior 
written consent. The information contained within this document has been obtained from sources that we believe to be reliable and accurate at the time of issue but no 
representation or warranty, express or implied, is made as to the fairness, accuracy or completeness of the information. We do not accept any liability for any loss arising 
whether directly or indirectly from any use of this document.

References to “we” or “us” are references to Colonial First State Global Asset Management (CFSGAM) which is the consolidated asset management division of the 
Commonwealth Bank of Australia ABN 48 123 123 124. CFSGAM includes a number of entities in different jurisdictions, operating in Australia as CFSGAM and as First 
State Investments (FSI) elsewhere.

Past performance is not a reliable indicator of future performance.

Reference to specific securities (if any) is included for the purpose of illustration only and should not be construed as a recommendation to buy or sell.  Reference to the 
names of any company is merely to explain the investment strategy and should not be construed as investment advice or a recommendation to invest in any of those 
companies.

Hong Kong and Singapore

In Hong Kong, this document is issued by First State Investments (Hong Kong) Limited and has not been reviewed by the Securities & Futures Commission in Hong Kong. 
In Singapore, this document is issued by First State Investments (Singapore) whose company registration number is 196900420D. First State Investments and First State 
Stewart Asia are business names of First State Investments (Hong Kong) Limited. First State Investments (registration number 53236800B) and First State Stewart Asia 
(registration number 53314080C) are business divisions of First State Investments (Singapore).

Australia

In Australia, this document is issued by Colonial First State Asset Management (Australia) Limited AFSL 289017 ABN 89 114 194311.

United Kingdom and European Economic Area (“EEA”)

In the United Kingdom, this document is issued by First State Investments (UK) Limited which is authorised and regulated in the UK by the Financial Conduct Authority 
(registration number 143359). Registered office: Finsbury Circus House, 15 Finsbury Circus, London, EC2M 7EB, number 2294743.

Outside the UK within the EEA, this document is issued by First State Investments International Limited which is authorised and regulated in the UK by the Financial 
Conduct Authority (registration number 122512).  Registered office 23 St. Andrew Square, Edinburgh, Midlothian EH2 1BB number SC079063.

Middle East

In certain jurisdictions the distribution of this material may be restricted.  The recipient is required to inform themselves about any such restrictions and observe them.   
By having requested this document and by not deleting this email and attachment, you warrant and represent that you qualify under any applicable financial promotion 
rules that may be applicable to you to receive and consider this document, failing which you should return and delete this e-mail and all attachments pertaining thereto.

In the Middle East, this material is communicated by First State Investments International Limited which is regulated in Dubai by the DFSA as a Representative Office.

Kuwait

If in doubt, you are recommended to consult a party licensed by the Capital Markets Authority (“CMA”) pursuant to Law No. 7/2010 and the Executive Regulations to 
give you the appropriate advice.  Neither this document nor any of the information contained herein is intended to and shall not lead to the conclusion of any contract 
whatsoever within Kuwait.

UAE - Dubai International Financial Centre (DIFC)

Within the DIFC this material is directed solely at Professional Clients as defined by the DFSA’s COB Rulebook.

UAE (ex-DIFC)

By having requested this document and / or by not deleting this email and attachment, you warrant and represent that you qualify under the exemptions contained in 
Article 2 of the Emirates Securities and Commodities Authority Board Resolution No 37 of 2012, as amended by decision No 13 of 2012 (the “Mutual Fund Regulations”).  
By receiving this material you acknowledge and confirm that you fall within one or more of the exemptions contained in Article 2 of the Mutual Fund Regulations.

Copyright © Colonial First State Group Limited 2018

All rights reserved.


