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Foreword  
 

At Hosking Partners, we consider stewardship, active 
ownership and engagement with investee companies to 
be fundamental components of the investment process 
that has delivered superior long-term returns for 
clients.  

Not only are each key tenants of our fiduciary 
responsibility, these activities help us better understand 
the world in which we invest and inform the decisions 
we make.  

We are proud to comply with the UK Stewardship Code, which provides an invaluable handrail for 
asset managers and owners alike. 

If you have any questions, please do not hesitate to be in touch.  

 

 

 
James Batting 

Senior Partner 

 

April 2022
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Compliance with the UK Stewardship Code  
 
Stewardship is the responsible allocation, management and oversight of capital to create long-term value for clients 
and beneficiaries leading to sustainable benefits for the economy, the environment and society. This document 
describes Hosking Partners approach to stewardship and details its compliance with the UK Stewardship Code (as 
updated 1st Jan 2020). 
 

Principle 1  
 
Signatories’ purpose, investment beliefs, strategy, and culture enable stewardship that creates 
long-term value for clients and beneficiaries leading to sustainable benefits for the economy, 
the environment and society.  
 
CONTEXT 
 
Hosking Partners LLP (the “Firm”) is a Full-Scope Alternative Investment Fund Manager (“AIFM”) authorised 
and regulated by the Financial Conduct Authority (FCA) in the United Kingdom and registered as an 
Investment Adviser with the Securities and Exchange Commission (SEC) in the United States. The Firm is 
also registered with the Financial Sector Conduct Authority (FSCA) of South Africa as a (Category 1 
Intermediary Services) Financial Services Provider. Hosking Partners was established in the United Kingdom 
on 7th February 2013 under the name Seculum Asset Management LLP. The Firm’s name was changed to 
Hosking Partners LLP in August 2014. The assets under management as at 21st April 2022 were USD $7.6 
billion. 
 
Hosking Partners is a limited liability partnership (LLP) which is wholly owned by its partners with no one 
partner owning more than 25% of the business. The Firm believes this ownership structure helps to ensure 
that the business remains focused on generating investment returns for clients rather than for external 
shareholders.  
 
Hosking Partners focuses on investing predominantly in equities, such as but not limited to common stocks, 
preferred stocks, convertible bonds, warrants, depositary receipts, exchange-traded funds and other 
securities which are convertible or exercisable into shares or which, in the opinion of the Firm, have equity 
characteristics (such as income trusts). The Firm provides its investment management services to institutional 
and professional investors such as government entities, pension and superannuation funds, foundations and 
endowments, as well as pooled investment vehicles.  
 
Hosking Partners team of portfolio managers is held together by its strong commitment to a shared 
investment philosophy. Faced with the challenge of distilling a large universe of opportunities into a portfolio 
with attributes that are associated with value creation, Hosking Partners focuses on the concept of the capital 
cycle. The ‘Capital Cycle’ investment approach was first developed by Jeremy Hosking (and colleagues) in the 
1980s. It recognises the gradual changes that the supply of capital has on the competitive landscape of an 
industry and the inverse relationship that exists between supply-side dynamics and returns. Under the capital 
cycle approach, consolidation is regarded as bullish and the opposite, a proliferation of competing firms, is 
regarded as bearish. This approach leads the team to shun areas of the market where profitability is high and 
investors are enthusiastic and to target areas where profitability is low and investors are apathetic. This leads 
to investments that are contrarian and often give the portfolio a value bias. 
 
The investment approach transcends sectors and countries. Each of the five autonomous portfolio managers 
has a remit to invest globally. Global generalists benefit from the neuroscientific finding that cognition is 
improved as contrast levels increase. For example, a Japanese pharmaceutical company is dramatically 
different to a Mexican cement company and, in most fund management architectures, the two are never 
compared directly due to silo-based investment teams which should be a source of latent alpha. Additionally, 
in circumstances where two or more portfolio managers hold the same shares, often bought at different 
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times, the probability success rate of such overlapping stocks benefits from what is an independent second 
opinion. And rather like a medical diagnosis, the success rate of the investment in question is probably 
improved. 
 
A range of valuation tools are employed and the use of elaborate forecasting models is avoided. The portfolio 
managers prefer inference over forecasting and tend to invest if their assumptions are more optimistic than 
those inferred by the current market price. The investment team also make use of valuation metrics based 
on replacement costs, takeover values, and revenues, which suit the long-term investment horizon. Valuation 
metrics are applied flexibly, adapting the approach depending on market conditions and sectors. 
 
ACTIVITY 
 
Hosking Partners charges a low base fee plus a performance fee. There is also a tiering mechanism which 
means the base fee lowers as firm-wide AUM increases. The Firm intentionally aligns its business interests 
with those of its clients and places emphasis on performance rather than asset gathering. 
 
The Firm’s qualitative investment strategy naturally encourages frequent and sustained engagement with 
investee companies. The Firm does not rely on quantitative modelling to screen the portfolio or investment 
universe. As such, active ownership, engagement, and stewardship is an integral part of the investment 
process because it allows the portfolio managers to better understand how investee or prospective 
companies are positioning themselves with respect to the Firm’s investment philosophy. 
 
Consideration of ESG issues forms a key part of the Firm’s investment analysis. Hosking Partners approaches 
ESG using an integrated approach, as the Firm does not think it appropriate to isolate any single aspect of a 
company’s activities from the rest. Hosking Partners consults third-party ESG research, ratings and screens, 
but it does not exclude any geographies, sectors or stocks from its analysis based on ESG profile alone. Our 
generalist remit and independent stance affords us the perspective to think more broadly about long-term 
factors such as changes to regulatory conditions, liabilities not reflected in financial statements and 
reputational issues which are captured more completely by a qualitative approach.  
 
OUTCOME 
 
Hosking Partners is dedicated to serving the best interests of our clients and their beneficiaries. The Firm 
maintains a constant dialogue with clients to ensure they are fully cognizant of current thinking, investment 
objectives, past performance, past and upcoming engagements. Furthermore, the Firm works with each client 
to ensure geographically varying definitions of fiduciary duty are individually met and managed. Over the past 
12 months, Hosking Partners has worked with several clients to ensure their accounts are individually tailored 
to guarantee certain climate-related standards. This is discussed in more detail under Principle 3. 
 
Engagement and proxy voting are fundamental parts of active ownership and our procedures are designed to 
ensure Hosking Partners both actively engages and instructs the voting of proxies in line with our long-term 
investment perspective and client investment objectives. Voting is undertaken on all shareholder meetings 
and reported to clients. Engagement is discussed in more detail under Principles 9-11, and voting under 
Principle 12, with associated data provided. 
 
Furthermore, to underline the Firm’s commitment to the ESG issues on which clients and beneficiaries are 
increasingly focused, Hosking Partners has in the past year renewed its commitment as a listed signatory of 
the United Nations Principles for Responsible Investment (UNPRI) and become a Supporter of the Taskforce 
on Climate-Related Financial Disclosures (TCFD). 
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Principle 2  
 
Signatories’ governance, resources and incentives support stewardship.  
 
ACTIVITY 
 
Hosking Partner’s belief is that active ownership – in the form of long-term analysis of investments, active 
exercise of voting rights, and constructive engagement – improves management accountability, and long-term 
returns. The average holding period of investments at Hosking Partners is in excess of 10 years and 
engagement with governance and related issues is therefore seen as a cornerstone by the portfolio 
management team to the oversight of their holdings. Shareholder engagement is therefore integral to Hosking 
Partners’ investment process. 
 
The Firm’s governing body is the Management Committee which is responsible for the strategic direction 
and the running of the business. Matters reserved to it for decision include approval of the following: 
 

• Strategy and Management (including approval of business plans, oversight of the Firm’s operations, 
adequacy of internal systems and controls, changes to Firm’s management and structure, new 
appointments, review of performance, new products, contingency and succession planning, oversight 
of research and service provision); 

 
• Structure and Capital (including approval of Annual Audited Financials, ICAAP approval, oversight of 

regulatory capital, bank facilities); 
 

• Internal Controls (including approval of policies governing Firm’s operations, compliance reports, 
approval of any significant outsourcing arrangements); and  

 
• Other matters (including escalated engagement, legal matters, public relations). 

 
Responsibility for Hosking Partners’ stewardship and engagement activities also rests with the Management 
Committee. Day-to-day responsibility is split between the Risk, Compliance & Operations Committee (for 
compliance oversight and all matters of non-investment operations including voting), and the Head of ESG 
and the Portfolio Managers (for investment, stewardship, engagement and active ownership). The overall 
governance structure is displayed below: 
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Whilst an informal dialogue regarding stewardship, engagement, and ESG integration is encouraged and 
achievable due to the small size of the Firm, it has also been recognized that formal processes are required 
to ensure decisions are recorded, communicated, and appropriately scrutinised. A continual dialogue is 
maintained between the five portfolio managers, the Head of ESG, and the operations and business 
development teams. This dialogue is formalised in monthly ESG-focused meetings between the Head of ESG 
and each member of the investment team, but in practice stewardship and ESG are integrated on a day-to-
day basis. The Firm follows a process that identifies opportunities for engagement, engages, and then 
communicates that engagement. A graphical depiction of this process, and the internal inputs to it, is provided 
below: 

 
 
Hosking Partners currently engages a range of research and service providers, from big banks to small 
independent boutiques. Because stewardship and engagement is integrated into the investment process from 
the bottom-up, each of these providers helps inform the Firm’s approach despite the fact that few focus on 
stewardship solely or specifically. Research and service provision is discussed in more detail under Principle 
8. 
  
Remuneration for the investment team is not linked specifically to ESG or stewardship outcomes, but both 
are integral to the extent they contribute to overall Firm success in terms of client retention and long-term 
investment performance. Furthermore, the calculation of the Firm’s performance fee over a 5-year period 
reduces short-term thinking and is aligned with the elements of stakeholder theory that suggest a constructive 
approach to ESG and stewardship increases value over time. As long-term investors, Hosking Partners are 
therefore indirectly incentivised to consider stewardship and material ESG issues as part of their core 
investment activity. 
 
Hosking Partners is an equal opportunity Firm, and candidates for employment are judged solely on their 
merits and suitability for the role. Any recruitment firms that we use source candidates from a broad pool 
(both race and gender) and share our commitment to equal opportunity. The Firm operates with a small 
team (circa 25 persons) and hire only experienced professionals for key roles in the investment team and 
other areas of the business. It is important that key man risk and succession planning is considered for these 
roles, and the Firm also considers diversity and inclusion as an important criterion to successfully address 
this priority. In addition, the Firm maintains a strict Anti-Discrimination and Anti-Harassment Policy.  
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OUTCOME 
 
Hosking Partners continually seeks ways to further improve its structures and processes, both in support of 
stewardship and wider goals. At the end of 2019, Hosking Partners became a signatory to the UNPRI. This 
was promptly followed in 2020 by the publication of a formal ESG Statement, a document which sets out the 
Firm’s philosophy and approach to incorporating ESG into the investment decision making process, and the 
strategy for voting and engaging with investee companies. Active ownership was a main area of focus through 
2020-2021 and the approach was formalised with the publication of a Shareholder Engagement policy. 
Throughout 2021 internal monitoring procedures were further developed to enable the documentation of 
engagement and voting efforts in the form of a quarterly Active Ownership report. This report was designed 
to support client oversight obligations and give additional transparency on voting and engagement activities 
on various ESG matters. Following the hiring of a Head of ESG in December 2021, the following calendar 
year (2022/3) has seen the Active Ownership report upgraded once more to include a quarterly ESG report 
and more granular detail and data regarding stewardship and shareholder engagement. An example of this 
report from Q1 2022 is at this link. 
 
In response to an increasing level of interest from clients and the broader investment community, there has 
been an increased focus in 2021 on the carbon intensity of the portfolio and understanding the transition 
risks arising from the move to Net Zero by 2050. The Firm formed an ESG Working Group (reporting 
directly to the Management Committee) to address this and to determine our firm-level response to the 
continuously evolving field. One quick action was to increase the frequency of the portfolio managers’ ESG-
focused meetings from quarterly to monthly. A further area for development is the production of TCFD-
aligned climate-related disclosures ahead of the Firm coming under the purview of the FCA’s new disclosure 
requirements in 2023/4.  
 
 
 
 

https://www.hoskingpartners.com/wp-content/uploads/2021/03/Hosking-Partners_ESG-statement.pdf
https://www.hoskingpartners.com/wp-content/uploads/2021/03/Hosking-Partners_Shareholder-Engagement-Statement.pdf
https://www.hoskingpartners.com/wp-content/uploads/2022/05/Q122-Hosking-Partners-ESG-and-Active-Ownership-Report-Public-Version.pdf
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Principle 3  
 
Signatories manage conflicts of interest to put the best interests of clients and beneficiaries 
first.  
 
CONTEXT 
 
Hosking Partners has an organisational structure that works in concert with our investment goals. This 
structure also serves to minimise the likelihood of conflicts of interest from the outset. To recap, the relevant 
fundamental principles on which our business has been modelled are: 
 

• Single strategy; 
• Low base fee plus long-term performance fee; and 
• Perpetual partnership that discourages the sale of the business, assists succession planning and 

maintains the boutique structure of the Firm. 
 

Several of these principles directly contribute to reducing conflicts of interest, particularly in relation to our 
duty as stewards. Hosking Partners manage one strategy only, that being global equities. This product provides 
the sole source of income for the Firm. The Firm therefore generally avoids the sorts of conflicts of interest 
inherent in multi-product firms. Similarly, the Firm’s performance fee structure keeps the team focused on 
investment performance, and Hosking Partners do not have specific AUM growth plans. In particular, the fact 
that the Firm measures its performance fee using a long-term approach (5-year rolling) inherently reduces 
the likelihood of short-term conflicts of interest and principle-agent problems. It also significantly reduces the 
likelihood of conflicts of interest between portfolio managers, who are equally incentivised to deliver the best 
long-term performance for clients rather than themselves.  
 
Augmenting these fundamental principles is a robust Conflicts of Interest policy designed to ensure all 
decisions are taken wholly in the interest of its clients, and that any potential and actual conflicts are identified, 
evaluated, managed, monitored and recorded. The Conflicts of Interest Policy is available to the Firm’s clients 
upon request and defines activities that have potential to present conflicts of interest, and sets out the 
procedures to manage those conflicts. Of particular note with regards to stewardship, the Firm’s Conflict of 
Interest Policy specifies appropriate steps to identify and avoid conflicts between the Firm and its clients. 
 
ACTIVITY 
 
Examples of procedures that help identify and manage conflicts of interest are listed below. These examples 
highlight areas of particular relevance to ensuring good stewardship.  
 

• In accordance with the requirements of the FCA Rules, each partner or employee of the Firm who 
is directly or indirectly interested in a contract or proposed contract with the Firm must declare the 
nature of that interest to the Compliance Officer as soon as practicable. The Firm conducts annual 
training to ensure all staff understand underlying definitions, updates to the regulatory landscape, and 
the Firm’s Code of Ethics. 

 
• The Firm typically executes client orders on an aggregated basis so that each client included in the 

block transaction obtains the same average price, with transaction costs shared pro rata between 
clients based on their proportionate share of the aggregated transaction. Where the Firm aggregates 
client orders, the Firm must be satisfied that it is unlikely such aggregation will work overall to the 
disadvantage of any client included in the aggregation.  

 
• The Firm has strict controls in place to manage conflicts between the Firm and its clients. These 

controls are set out in policies covering Best Execution, Order Handling, Aggregation & Allocation, 
and Inducements. All these policies are fully available to clients upon request. The Firm does not have 
any soft dollar / Use of Dealing commission arrangements with its brokers.  
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• The Firm has developed detailed and effective strategies for determining when and how any voting 

rights are to be exercised, to the exclusive benefit of its clients. Should a conflict of interest arise, 
the Firm’s Management Committee would take such steps as it considers appropriate to achieve fair 
treatment. Should any conflict arise which the Firm’s arrangements do not enable it to manage, as 
required by the FCA rules, the Fund Board of Directors would be notified and the Board in turn 
would notify the investors should it deem such action appropriate.  

 
• The Firm maintains a register of Outside Interests for all personnel including the Firm’s partners. 

There is a requirement on all partners and personnel to inform the Compliance Department of any 
outside interests and these are reviewed on no less than an annual basis to confirm that they do not 
give rise to any conflicts that cannot be managed by the Firm’s internal procedures and that such 
conflicts do not negatively impact clients’ interests.  
 

• The Firm has in place a Personal Account Dealing Policy which requires Relevant Persons to obtain 
prior approval for personal transactions. The procedures include black-out periods prior to and after 
dealing in securities for clients.  
 

• The Firm has in place a Gifts & Entertainment Policy which requires all gifts and entertainment to be 
notified to Compliance. Prior approval is required before accepting gifts or corporate hospital from 
brokers as well as for any gifts or corporate hospitality with a value greater than £50 per contact in 
any twelve-month period. 

 
OUTCOME 
 
Examples of the management of conflicts in practice are noted below. During the past 12 months, no material 
conflicts of interests have been identified at Hosking Partners. 
 
Trailing 12-Month Examples (to 30th April 2022) 
Example Topic Example Narrative 
Difference between the 
stewardship policies of 
managers and their 
clients 

As stated in response to Principle 1, Hosking Partners does not generally isolate 
any single aspect of a company’s activities from the rest, including those related 
to ESG. However, the Firm recognises that in today’s market there exists 
considerable diversity of opinion on certain ESG matters, and particularly the 
issue of how best to address climate change and reach Net Zero by 2050. These 
differences can result in minor conflicts regarding the stewardship policies and 
investment priorities of managers, clients, and beneficiaries. Over the past year, 
two clients requested that Hosking Partners tailor their accounts to stay within 
a predetermined level of carbon intensity, which they felt would best align with 
the interests of their beneficiaries. The Firm worked closely with the clients in 
question to accommodate their requests. The Firm has subsequently updated 
its investment approach with respect to these clients, and adapted relevant 
processes accordingly. 
 

Stock-specific 
exclusions and the 
response to 
Russia/Ukraine 
 

The Firm accommodates a range of stock-specific exclusions, exclusions based 
on any company generating >10% of revenues from tar oil sands or thermal 
coal, and geographical exclusions. Following the Russian invasion of Ukraine, 
several clients requested the Firm divest its remaining holdings in Russian 
equities, while some other clients were content to retain these positions or 
defer to the investment team’s judgement. The Firm worked closely with all 
clients to ensure individual client mandates were achieved, and any potential 
associated conflicts minimised. 
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Principle 4  
 
Signatories identify and respond to market-wide and systemic risks to promote a well-
functioning financial system.  
 
ACTIVITY 
 
As a long-term investor Hosking Partners considers a diverse array of financial and non-financial factors when 
making investments. The Firm believes that the generalist remit of its investment team allows it the 
perspective to think broadly about the interaction of investee companies and both the market-wide and 
systemic environment in which they operate. Perturbations at the macro level are directly relevant to the 
valuation Hosking Partners apply to these companies, and indeed the Firm’s capital cycle approach is at least 
partly reliant on an assessment of which sectors (and constituent companies) are best positioned to navigate 
market-wide and systemic risks. For example, the Firm consistently seeks to understand issues such as 
exposure to future regulatory changes, financial liabilities carried off balance sheet, legislative risks, and 
reputational issues before making an investment decision.  
 
Hosking Partners’ approach to identifying and responding to systemic risks avoids setting formalised criteria 
and considers each situation on its own merits. The five independent portfolio managers are all generalists, 
and do not have defined areas of focus, which brings a unique perspective to discussions of global trends. The 
team strives to avoid groupthink and challenge assumptions, using a wide-ranging and carefully selected range 
of third-party research providers to assist in this effort. Hosking Partners also routinely participate in wider 
industry initiatives and forums, including UNPRI, AIMA and IIMI.  
 
Examples of how the Firm has approached systemic risks over the past 12 months are provided below. 
 
Trailing 12-Month Examples (to 30th April 2022) 
Example Topic Example Narrative 
The continued effects of 
the Covid-19 pandemic 

The primary focus in the Covid-19 period has been to assess the cost 
structures, debt levels and cash flows of portfolio companies and their ability 
to survive the crisis without major dilution. For the most part, this has been a 
reassuring activity and the Firm has been impressed with the resilience that 
management teams and corporate business models have shown during this 
challenging time. Hosking Partners has therefore not sought to make major 
changes to the overall shape of the portfolio which has, over the last few years, 
become increasingly tilted to emerging markets and out of favour cyclical areas 
of the global economy. During early 2020 the investment team made additions 
to various industries including transport, commodities, real estate agents and 
financials where bounce-back potential was perceived to be strong. As it turned 
out the Firm was somewhat overconfident in the speed of recovery, and the 
emergence of Omicron at the end of 2021 caused a further short-term setback 
to the strategy. The pandemic (and the response to it) also presented an 
opportunity to initiate positions in quality companies where share prices had 
declined to levels that became attractive. Many of these purchases have been 
accretive to the portfolio, in spite of the overall headwinds faced and 
continuation in market winds that have favoured “growth” and “hypergrowth” 
areas of global markets that the Firm often considers overvalued. Overall, it is 
too early to fully assess the Firm’s investment response to Covid-19, as the 
success of the deployed strategies rests on the shape of the recovery. That said, 
the Firm remains confident of its positioning heading into 2022. 
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The macro-environment 
– inflation, interest 
rates, and commodities  

Hosking Partners’ view is that inflation is not transitory - and as the energy 
crisis attests, it is unwelcome. Interest rates are going to rise to levels that will 
test years of positive reinforcement around the Fed-put. As such, the cost of 
capital is rising. Trends in existing industry capital cycles - many of which 
reached turning points during the Covid pandemic - will be amplified by higher 
interest rates. Prior decade winners are most at risk, and vice versa. 
Furthermore, energy and commodity shortages are real. Years of fossil fuel and 
mining sector under-investment have led to supply-led price rises that will take 
years to unwind. The consensus around the energy transition was built in an 
era of cheap money and cheap energy. This will be tested as rising energy and 
commodity prices squeeze incomes. The interest rate cycle benefits very few 
areas of the stock market save the Firm’s largest sector exposure - financials, 
which represents just under a quarter of the portfolio. Hosking Partners have 
been consistent that the self-help, cost-driven story in this consolidating and 
digitizing industry does not need rising rates to deliver acceptable returns. But 
returns could be super-charged should this rate cycle be a success. The capital 
cycle in the commodity and energy sector (at around 18% of the portfolio) 
stands to benefit from a multi-year period of elevated pricing. And whilst the 
Firm believes the cure for high prices is high prices, a meaningful supply 
response anytime soon appears unlikely, so this cycle is going to be long-lived. 
Hosking Partners believes its portfolio is well positioned to respond to these 
market-wide challenges. 

 
OUTCOME 
 
In addition to our investment strategy, another important part of protecting the integrity of financial markets 
is ensuring the Firm’s own ability to continue to operate under testing circumstances. As such, Hosking 
Partners maintain a documented Disaster Recovery Plan (and Business Continuity Plan). The objectives of 
the plan are to ensure (1) timely recovery of critical applications (trading and settlement being the immediate 
priority), (2) that the data and servers at the secondary site can be used within 24 hours in the event the 
primary site is incapacitated, and (3) that staff are able to access the network remotely. The IT set-up 
incorporates cloud-based services and there are no physical servers at the office. Thus, all data and 
applications are held in a secure cloud-based server. The primary server is based in London and is backed up 
in near real-time to a secondary server in Brussels. Under the Firm’s Disaster Recovery Plan, it is estimated 
that it would take no longer than 24 hours for the Firm to become fully functional after a disaster. The 
Disaster Recovery test and Business Continuity Plan were successfully tested in June 2021 
 
During the Covid-19 pandemic, the Firm established a series of ‘best practice’ policies following a thorough 
risk assessment, which allowed it to continue to operate whilst concurrently ensuring staff safety and 
flexibility. These policies were designed to be easily configurable and scalable in response to rapidly evolving 
government policy. They included: working-from-home support; a shift pattern; social distancing measures; 
lateral flow tests, and hand sanitiser; an increased office cleaning regime; and further personalised support to 
individuals as required. These policies were very successful, and the Firm was able to maintain its level of 
output throughout the pandemic. 
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Principle 5  
 
Signatories review their policies, assure their processes and assess the effectiveness of their 
activities.  
 
ACTIVITY 
 
Hosking Partners’ belief is that active ownership – in the form of long-term analysis of investments, active 
exercise of voting rights, and constructive engagement – improves management accountability, and long-term 
returns. Shareholder engagement and stewardship is therefore integral to our investment process.  
 
Hosking Partners has a robust framework in place to support the investment team’s approach to stewardship. 
The Management Committee provide overall oversight of processes and compliance (discussed below), and 
will also contribute to active ownership issues that go beyond routine engagement. The Operations team 
collates data on engagement and voting for reporting, client communications, and internal trend analysis. 
Examples of this data can be found under responses to principles 9-12. The Business Development team 
works with the Management Committee, portfolio managers, and Operations team to ensure stewardship 
and engagement policies, actions, and data (respectively) are clearly communicated to clients. The Head of 
ESG sits outside these teams and works across all staff functions to lead development and evolution of the 
underlying policies and processes, facilitate open and constructive interaction between teams, and ensure 
ESG and stewardship reporting is fair, accurate, and balanced. 
 
The Chief Compliance Officer and the Management Committee are responsible for conducting an annual 
review of the Firm’s policies, processes, and compliance programme. This includes reviewing changes in the 
Firm’s business, products, personnel and resources; addressing compliance issues; evaluating corrective 
actions; amending policies and procedures; coordinating responses to regulatory examinations and actions; 
assessing the Firm’s risk factors and related risk controls; participating in internal and third-party testing and 
reviews; and monitoring of legislative, regulatory and compliance industry changes. The Firm’s policies and 
procedures set out the controls in place to ensure compliance and these documents are reviewed on at least 
an annual basis. These policies and processes are managed on a day-to-day basis via the Compliance 
Monitoring Programme (CMP), which is led by the Compliance Officer. The CMP also ensures continued 
compliance with initiatives such as the UK Stewardship Code, and all subordinated processes and policies 
that contribute to that compliance. 
 
OUTCOME 
 
Due to the size, nature and complexity of the business Hosking Partners currently do not feel it is necessary 
to maintain an internal audit team beyond the scope of the CMP (described above). Ashland Partners 
International LLC complete an annual internal controls audit in accordance with ISAE 3402. With regards to 
stewardship specifically, Hosking Partners consider the Firm’s commitment as a fully compliant signatory of 
the UK Stewardship Code suitable external assurance of the strategies, policies, and procedures described 
by this document. 
 
Examples of continuous improvement in our approach to stewardship from the previous 12-months are 
provided below: 
 
Trailing 12-Month Examples (to 30th April 2022) 
Example Topic Example Narrative 
Head of ESG hire A key output of the ESG Working Group in 2021 was the decision to introduce 

a dedicated resource to develop and deepen the way in which the Firm 
integrates ESG and stewardship into its working practices. This resulted in the 
creation of the Head of ESG role in December 2021. The role covers a wide 
range of areas and spans the operations (and compliance), investment, and 
business development teams. A specified output is to increase the integration 
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of ESG and stewardship across the full spectrum of business policies and 
processes. Where appropriate, this will include introducing and adapting 
procedures to better assure the effectiveness of stewardship activities. Given 
the small size of Hosking Partners, the Firm considers this a notable investment 
in ESG and stewardship issues and is confident it will generate value over 
coming years. 
 

Active Ownership 
Report improvements 

Hosking Partners produces a quarterly ESG and Active Ownership Report 
which details examples of engagement and stewardship undertaken over the 
most recent quarter. The ESG Working Group identified that although this 
report is already good quality, there is further room for improvement to better 
monitor long-term engagements and discuss key ESG and stewardship themes 
for the benefit of clients. This development process is a key responsibility of 
the new Head of ESG, and is already underway. The frequency of ESG and 
stewardship meetings with the portfolio managers (which feed the ESG and 
Active Ownership Report) has also been increased from Quarterly to Monthly 
to better support ongoing engagements and issues. 
 

UK Stewardship Code 
2020 

Hosking Partners originally signed up to the 2012 version of the UK 
Stewardship Code in 2015. When the code was updated in 2020, the Firm 
committed to renewing its signatory status. Over the past months, the Firm has 
prepared this updated compliance document for submittal ahead of the 30 April 
2022 deadline.  
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Principle 6  
 
Signatories take account of client and beneficiary needs and communicate the activities and 
outcomes of their stewardship and investment to them.  
 
CONTEXT  
 
As described under Principle 1, Hosking Partners is a single-strategy firm. The entire team is dedicated to 
managing global equities for institutional investors. Hosking Partners charge a low base fee plus a performance 
fee. There is also a tiering mechanism which means the base fee lowers as firm-wide AUM increases. The 
Firm intentionally aligns its business interests with those of its clients and place emphasis on performance 
rather than asset growth. 
 
The investment strategy is best described as all-cap core, with a very long-term approach and eclectic style. 
Over the team’s long history of working together, the portfolio has tended to have a value bias (which has 
recently been increasing). That said, the investment team is not precluded from investing outside of this space 
and indeed make use of a variety of approaches as part of our analysis that may tend to favour different 
market sectors, industries, styles and strategies over time. 
 
In general, Hosking Partners have observed markets becoming increasingly short-term, with many asset 
managers mirroring this outlook. In contrast, the Firm’s patient investment approach results in an average 
holding period in excess of ten years, and leads to opportunities not available to short-term players. In other 
words, the Firm “fishes where the fish are, not where the fishermen are”. The Firm believes its patience, 
rather than its concentration, displays the conviction in its portfolio and also allows tolerance during periods 
of underperformance, which typically sets the stage for periods of significant outperformance. 

Breakdowns of our AUM by geography and client base are depicted below (information correct at 28th 
February 2022). 
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ACTIVITY 
 
Client engagement and communication is a cornerstone of Hosking Partners’ core mission. The Firm is in 
routine communication with all of its clients, in both a responsive and proactive capacity. Given the long 
investment holding periods, the Firm’s is committed to at least one formal meeting with each client per 
annum, which is always attended by at least one portfolio manager. In practice, the Firm often meets with 
clients more frequently, and communicates digitally on a regular basis. Portfolio managers are ‘on rotation’ 
for these formal meetings, to ensure clients have the opportunity to meet and discuss issues with each 
portfolio manager in turn, since all five can speak to the global equity strategy that is relevant for all clients. 
Hosking Partners believe this system is more beneficial to clients’ interests than a policy of placing each client 
in a silo with a single portfolio manager indefinitely, as adopted by some firms. 
 
Some simple statistics describing a total of 177 client and consultant meetings conducted in 2021 are provided 
below, noting the proportion of virtual meetings is significantly higher than normal due to the Covid-19 
pandemic: 
 

 
 
In addition to regular meetings, Hosking Partners produces monthly and quarterly investment reports. The 
monthly report includes performance returns and a full portfolio holdings list. Quarterly reports include 
investment commentary, portfolio and performance analysis – attribution, security, regional and sector 
exposures vs. the benchmark. The Firm also produces a quarterly ESG and Active Ownership Report for 
clients. This covers ESG and stewardship, voting, and engagement in detail. Complimenting this drumbeat of 
reporting, the Firm also produces investment thought pieces, the Hosking Post, at least five times a year. 
Further, bespoke information is made available to clients upon request. 
 
OUTCOME 
 
Examples of how Hosking Partners have taken the views of clients into account, and resulting actions from 
the past 12-months, are provided below. 
 
Trailing 12-Month Examples (to 30th April 2022) 
Example Topic Example Narrative 
Client-specific climate-
related portfolio targets 

Over the past year two clients requested that Hosking Partners tailor their 
accounts to stay within a predetermined level of carbon intensity, which they 
felt would best align with the interests of their beneficiaries. The team worked 
closely with the clients in question to accommodate their requests. The Firm 
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https://www.hoskingpartners.com/wp-content/uploads/2020/07/Hosking-Post-Collection.pdf
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has subsequently updated its investment approach with respect to these clients, 
and adapted relevant processes accordingly. 
 

Stock-specific 
exclusions and the 
response to 
Russia/Ukraine 
 

The Firm accommodates a range of stock-specific exclusions, exclusions based 
on any company generating >10% of revenues from tar oil sands or thermal 
coal, and geographical exclusions. Following the Russian invasion of Ukraine, 
several clients requested the Firm divest its remaining holdings in Russian 
equities, while some other clients were content to retain these positions or 
defer to the investment team’s judgement. The Firm worked closely with all 
clients to ensure individual client mandates were achieved, and any potential 
associated conflicts minimised. 
 

ESG focus While material impacts are the key aim of ESG engagement, the Firm is also 
committed to tailoring its engagement focus and client ESG communications in 
line with client interests. Over the course of 2021/22, several clients expressed 
a specific interest in the social issue of forced labour in the supply chain. In 
response, the Firm initiated an ESG ‘focus area’ that increased the frequency of 
company engagements on this topic and conducted associated due diligence 
into both investee and prospective companies. As a result of this policy, in Q1 
2022 the Firm recorded a 500% quarter-on-quarter increase in the number of 
engagements concerning forced labour. 
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Principle 7  
 
Signatories systematically integrate stewardship and investment, including material 
environmental, social and governance issues, and climate change, to fulfil their responsibilities.  
 
CONTEXT 
 
As long-term investors Hosking Partners consider many non-financial factors when making investments, 
including the presence of a significant inside owner, management incentives and other behavioural factors. 
While the Firm actively considers ESG factors and acts in accordance with the principles set out in the UK 
Stewardship Code and UNPRI, it does not incorporate formal ESG ‘screens’ in the same way that it avoids 
creating and relying on financial models (although Hosking Partners may take notice of models and screens 
created by others in order to help stimulate discussion and prompt investment ideas).  
 
Hosking Partners hope that the generalist remit of the investment team allows it the perspective to see the 
wood for the trees. In so doing, the Firm focuses on less obvious risks such as exposure to future regulatory 
changes, financial liabilities carried off balance sheet, legislative risks, reputational issues, and capital 
misallocation. These may materialise in any industry, and are relevant across the spectrum of the E, S, and G 
areas. The hiring of a dedicated ESG resource in December 2021 will enhance this expanded coverage. 
Engagement remains a key part of the Firm’s approach; if an issue which the investment team believes could 
negatively affect the value of the company is identified, and it is determined that engagement may rectify 
matters, Hosking Partners will actively engage with the company management/board as appropriate. This is 
discussed in more detail under Principle 9. 
 
As well as engaging in specific situations and in response to (or ahead of potential) controversies, Hosking 
Partners focuses on company management and how they are rewarded, considering whether they are 
exposed to more corrupting incentives which elevate short-term rewards above longer-term success, or 
more thoughtfully designed schemes promoting better thinking. All investment managers, even the most 
activist, are essentially subcontracting the majority of capital allocation decisions to underlying managers of 
the underlying portfolio companies. Part of getting capital allocation right is to think and act on the E and the 
S in ESG along with other factors that might affect long-term valuations. Careful consideration is therefore 
undertaken by the portfolio managers assessing whether management teams’ time horizons and incentive 
frameworks come close to aligning them with the company’s shareholders. 
 
Given the Firm’s contrarian investment approach, it remains alert to the opportunity to exploit the ESG 
rating process where it is inevitable that there will be certain companies that are rejected by negative screens 
for reasons which may not be valid (e.g. historic behaviour which is being addressed by concrete governance 
changes, or quirks in certain climate assessment metrics which unfairly disadvantage certain revenue models). 
In contrast to relying purely on a simplistic rating system, a contrarian instinct leads Hosking Partners to look 
below the surface and understand the underlying issues at a fundamental rather than descriptive level. 
 
Hosking Partners consider proxy voting to be a fiduciary duty and an integral component of the investment 
process. The Firm employs Institutional Shareholder Services (ISS) to assist with proxy voting and provide 
recommendations prior to implementing the votes on the Firm’s behalf. All recommendations are reviewed 
by a member of the investment team before being accepted. This is discussed in more detail under Principle 
12. 
 
ACTIVITY 
 
The relevance and weighting given to ESG and these other issues depends on the circumstances relevant to 
the particular investee company and will vary from one investee company to another. Whilst Hosking 
Partners may use third-party ESG research, ratings or screens, the investment team does not exclude any 
geographies, sectors or stocks from its analysis based on ESG profile alone. The Firm’s multi-counsellor 
approach, which is deliberately structured so as to give each autonomous portfolio manager the widest 
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possible opportunity set and minimal constraints on making investment decisions, means that ESG and other 
issues relevant to the investment process are evaluated by each portfolio manager separately rather than on 
a firm-wide basis. 
 
In the past 12 months, Hosking Partners have refined the policies and processes used to ensure ESG is 
integrated into the Firm’s decision-making, across the investment, operations and business development 
functions. This information flow is coordinated by the Head of ESG, and driven by monthly ESG meetings 
with each of the portfolio managers. These meetings ensure shared situational awareness on current ESG 
issues, engagements, and focus topics. A culture of constructive challenge ensures portfolio managers are 
encouraged to consider ESG matters, even where they do not form a primary part of their investment thesis 
or idea, without interfering with their independence and primacy in making the final investment decision. 
These meeting also cultivate the consideration of longer-term ESG ‘themes’, which are addressed in the 
quarterly ESG and Active Ownership Report. In keeping with the Firm’s contrarian approach, these themes 
often address areas of ESG investment that are overlooked or misunderstood and therefore present 
opportunities which Hosking Partners may look to seize. For example, certain ‘hard to decarbonise’ sectors 
(such as aviation or construction materials), are frequently ignored by ESG funds because they appear ‘dirty’ 
when viewed cross-sectionally, even though they present some of the best opportunities to reduce gross 
carbon emissions over time.  
 
On a broader firm level, the ESG Working Group and other senior members of staff are learning more about 
emissions reporting including the work conducted by the Task Force on Climate-related Financial Disclosures 
(TCFD), the Transition Pathway Initiative (TPI), and issues and challenges relating to achieving Net Zero by 
2050. In addition, Hosking Partners has recently undertaken to completely offset its own Scope 1, 2 and 3 
emissions (less investments) via an agreement with carbon offset providers C-Level. Furthermore, Modern 
slavery has always been a risk factor in our investment decision making process. Due to new legislation 
coming from the UK and Australia on this subject, Hosking Partners are now in the process of creating a 
formalised policy on modern slavery, both at the corporate level and within the context of the investment 
portfolio. 
 
OUTCOME 
 
Examples of acquisition, monitoring, and exit decisions made primarily or partly on the basis of ESG factors 
are provided below: 
 
Trailing 12-Month Examples (to 30th April 2022) 
Example Topic Example Narrative 
Exit  British mining company. In early 2022 Hosking Partners sold its shares in a 

British mining company due to management’s failure to navigate a number of 
issues and geopolitical risks, including ESG problems across social and 
governance. Several of the company’s operations in Africa had become 
problematic due to regional instability, and Hosking Partners were unconvinced 
that management had deployed the necessary resources to manage the 
continued risk, including that posed to mine workers. 
 

Monitoring  Chinese solar company. Hosking Partners have been closely monitoring the 
ongoing plight of the Uyghur population in Xinjiang, paying particular attention 
to the alleged involvement of elements of the Chinese solar industry in forced 
labour and labour transfers. This is an interesting ESG issue, where ESG support 
in one area (energy transition) conflicts with ESG flags in another (forced 
labour).  
 
In November 2021, the Firm spoke with and subsequently wrote to a Chinese 
PV silicon manufacturer to seek assurances that they are taking steps to rid 
their supply chain of any firms implicated in forced labour. Chinese solar is 

https://www.hoskingpartners.com/wp-content/uploads/2022/05/Q122-Hosking-Partners-ESG-and-Active-Ownership-Report-Public-Version.pdf
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critical to global efforts to upscale renewable energy quickly and cheaply, but is 
subject to the structural risks posed by a lack of transparency and the 
concentration of Chinese PV silicon production in Xinjiang. The company has 
assured Hosking Partners that they are actively engaging with the issue, and 
have already received relevant commitments from 150 suppliers. 
 
This dialogue will continue in Q2 2022, with a focus on encouraging enhanced 
disclosures ahead of the report by the US taskforce established under the 
Uyghur Forced Labour Prevention Act, which is expected in mid-2022. 
 

Acquisition Kazakh uranium producer. In January 2022 Hosking Partners initiated a 
position in a Kazakh uranium producer. The Firm believes nuclear power forms 
a vital part of a future decarbonised energy mix, particularly in the US, Europe, 
and Japan. As such, demand for uranium is likely to increase. Furthermore, the 
company in question benefits from In Situ Recovery Mining (ISR) in which a 
solution is injected into the ground and then brought to the surface where the 
uranium is recovered in a processing facility.  There are several benefits: low 
cost to build; short construction times; assets are long-lived; low operating 
costs and, importantly, limited environmental impact given rocks do not need 
to be broken up and the groundwater returns to pre-mining chemistry through 
natural attenuation.  
 

Addition British food processing and retail company. In December 2021, the Firm 
added to an existing position in a food and retail company following positive 
ESG engagement focusing on steps taken to increase supply chain transparency 
and reduce the risk of forced labour at Tier 2-4 suppliers. The company in 
question has an industry-leading approach to supply chain transparency, with a 
map of suppliers published on its website. With respect to cotton supply 
specifically, which has been blighted by forced labour concerns, the company 
has developed a proprietary system to ensure ‘direct line of sight’ right down 
to Tier 4 suppliers. The company aims to have 60% of its supply chain covered 
by the end of 2022, with further progression targeted thereafter. 
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Principle 8  
 
Signatories monitor and hold to account managers and/or service providers.  
 
ACTIVITY 
 
Hosking Partners engages a range of research and service providers, from big banks to small independent 
boutiques. Because stewardship and engagement is integrated into the investment process from the bottom-
up, each of these providers helps inform the Firm’s approach despite the fact that few focus on stewardship 
solely or specifically. The high-quality online resources available through the UNPRI, MSCI and ISS are utilised 
throughout the Firm, and the portfolio managers draw ESG information from numerous sources including 
independent third-party research, annual reports, financial statements, broker research, road shows, 
company meetings and proxy voting research from ISS.  
 
The list of engaged research and service providers is reviewed regularly by the portfolio managers and 
Management Committee. This review process includes a qualitative discussion of the research and services 
already provided, and the extent to which they are meeting expectations and providing value for money. The 
Firm also considers additions to the list, especially where gaps in coverage are identified as new investment 
ideas increase in prominence. The portfolio managers drive proposals for inclusion, but any member of staff 
is able to suggest a new provider for consideration by the Management Committee. Furthermore, the Head 
of ESG has the responsibility to review the use of ESG products and services specifically. 
 
OUTCOME 
 
In the past 12 months, the Firm has seen a number of changes in its research coverage that increase its 
exposure to ESG-related literature. Most notably, the portfolio managers have engaged with a research 
strategist (Thunder Said Energy) that provides bespoke, specialist coverage of the energy transition and 
related themes. This research provides (almost) daily research notes in addition to a 2hr in-person session 
each quarter. The Firm’s investment research providers are also increasing the amount of ESG related 
research, notably through Bernstein and Exane.  
 
Hosking Partners continuously monitor the market of ESG research providers for alignment with our 
investment philosophy and are currently engaging with ISS, AlphaSense, MSCI, Moody’s, and Vigeo Eiris to 
see if their product offerings would support our portfolio managers’ and Head of ESG’s analysis, and our 
related reporting process. Previous searches have involved Sustainalytics and Credit Suisse Holt. The recently 
hired Head of ESG is contributing to this process, with a particular focus on service/data providers. Hosking 
Partners feel that the current market for ESG data is still in the process of maturing, with many offerings 
remaining overly simplistic or deterministic is their coverage. That said, the market is evolving rapidly and the 
Firm will continue to assess new offerings as they arise throughout 2022. 
 
As has been previously mentioned, Hosking Partners employ ISS to assist with proxy voting. ISS provide 
recommendations and implement the votes on the Firm’s behalf. All recommendations, whether on ESG or 
other matters, are reviewed by a member of the investment team before being accepted. Where deemed 
appropriate, an ISS recommendation may be overruled. In each case this decision is justified and recorded, 
with relevant data and examples communicated to clients quarterly as part of the ESG & Active Ownership 
Report. In some specific cases clients may express a view on a specific vote issue, which the Firm will consider 
and action as appropriate. It should be noted that this is not generally encouraged as it may dilute the strength 
of the Firm’s overall vote. More detail on voting, including data from the past 12 months, can be found under 
Principle 12. 
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Principles 9-11  
 
Signatories engage with issuers to maintain or enhance the value of assets.  
 
Signatories, where necessary, participate in collaborative engagement to influence issuers.  
 
Signatories, where necessary, escalate stewardship activities to influence issuers.  
 
ACTIVITY 
 
Each of Principles 9-11 focus on engagement, so the Firm has elected to collate its responses into a single 
section to avoid repetition. Hosking Partners’ Engagement Policy can be found here. 
 
Engagement is an important part of our process and our willingness to take on large stakes in companies 
allows us more effectively to put to use the potential value of our engagement. As well as engaging in specific 
situations, Hosking Partners focus on company management, and careful consideration is undertaken to 
assess whether the management teams’ time horizons and incentive frameworks are aligned with the long-
term interests of our clients. The Firm also seeks to confirm management’s understanding of capital allocation 
and believe part of getting capital allocation right is to consider environmental and social risks, along with 
other factors that might affect a company’s long-term valuation.  
 
Hosking Partners are open to engagement in any portfolio company, regardless of the size of holding or topic 
of engagement, if the Firm deems that there is a material shareholder (or wider stakeholder) benefit to such 
action. Areas the Firm pays close attention to include (but are not limited to): minority interests; capital 
allocation strategies; forced labour in the supply chain; energy transition planning; and conflicts of interest. 
 
Hosking Partners look to engage with companies generally, and in particular where there is a benefit in 
communicating its views in order to influence the behaviour or decision-making of management. Engagement 
will normally be conducted through periodic meetings and calls with company management. Where 
necessary, Hosking Partners will escalate engagement, with each escalation assessed on a case-by-case basis 
to determine the appropriate next steps. The decision to escalate considers myriad factors, including: size of 
holding; geography and sector; cultural differences; time-sensitivity; the aim to be achieved; and outcomes of 
comparable previous engagements. This may include further contact with executives, meeting or otherwise 
communicating with non-executive directors, voting, communicating via the company's advisers, submitting 
resolutions at general meetings, or requisitioning extraordinary general meetings. The Firm may conduct 
these additional engagements in connection with specific issues or as part of the general, regular contact with 
companies. 
 
Hosking Partners recognises that there are occasions when it is better to work with other shareholders to 
effect change. Where Hosking Partners considers that it is likely to enhance its ability to engage with a 
company, and it is permitted by law and regulation, it will work with other investment firms. This may involve 
sharing views and ideas with such other institutions. It may also involve meeting companies jointly with other 
shareholders or using the services of third-party membership organisations or other collaborative or informal 
groups. Examples of collaborative engagement are provided below. 
 
OUTCOME 
 
The frequency of engagements with companies has increased since the Head of ESG joined the Firm in 
December. A graphical depiction of the past five quarters ESG-specific engagements is included below 
(information correct as at 20th April 2022). 
 

https://www.hoskingpartners.com/wp-content/uploads/2021/03/Hosking-Partners_Shareholder-Engagement-Statement.pdf
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Recent examples of engagement (both individual and collaborative) are provided below. Several examples 
demonstrate our escalation process in action. 
 
Trailing 12-Month Examples (to 30th April 2022) 
Example Topic Example Narrative 
Governance and 
remuneration 
(Individual)  

On a call and in a subsequent follow-up letter to the Chairman of a real estate 
company in the portfolio, Hosking Partners articulated reasons for voting 
against a proposed renumeration package and for the re-election of the CEO 
and Non-Executive Chairman and Chair of the Renumeration Committee. 
Hosking Partners highlighted performance over the last 6yrs under the CEO 
where group revenues had fallen from £150m to < £100m and EBITDA had 
fallen from £45m to £0. It was hard to justify compensation at the proposed 
level given this record of performance and lack of urgency in turning the 
business around, and the Firm felt that the CEO was the wrong person to move 
the business forward. 
 
The Chairman set out his defence of the CEO by highlighting the difficult 
operating environment for real estate agents in the UK due to Covid-19, Brexit 
and the recently imposed tenant fee ban. The conversation concluded with 
Hosking Partners asking for a renumeration package aligned with the interests 
of long-term shareholders and targeting £50m in EBITDA which we felt was a 
realistic goal given the quality of the franchise. The Firm invited the Chairman 
to reflect on his comments and provide alternatives to the renumeration 
package and consider a change of leadership to achieve the stated goals. 
 
Following the engagements and a broad investor revolt against the proposed 
renumeration at the AGM, the Chairman stepped down acknowledging recent 
underperformance. 
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Forced Labour 
(Individual) 

Hosking Partners engaged with one of the world’s largest producers of 
‘certified sustainable palm oil’ in March to discuss allegations of the use of 
forced labour on plantation sites. In particular, there was a focus on issues 
relating to the employment and treatment of migrant workers. The company 
described how they initiated a ‘Continuous Improvement Plan’ in early 2021. 
This plan addressed concerns across all eleven ILO indicators. The key output 
has been a Responsible Recruitment Procedure (RRP), which lays out policies 
for interacting with third party recruitment agents, and ensuring policies meet 
SDP’s standards.  
 
Implementation of the RRP is a significant investment, and the company 
estimated their labour costs will increase 7-8% as a result. An increase in wages 
and a ban on excess voluntary overtime will theoretically increase the gross 
overall number of workers required to maintain productivity, as well as their 
cost. The company remain confident that there are two forces working to 
offset these impacts to the bottom line. Firstly, the Covid pandemic and 
associated reduction in availability of migrant workers has fast-tracked the roll-
out of automation and mechanisation techniques, which increase efficiency at 
an output per worker level. Secondly, customer feedback indicates that some 
customers (especially in the West) are willing to pay a premium for a 
responsibly sourced product. This balance exemplifies a common tension 
within ESG, wherein the investment required to become ESG compliant 
exposes firms to competitive risk. The company are hopeful that by being 
recognised as an ESG leader they can secure a competitive advantage in key 
Western markets.  
 
Overall, Hosking Partners were impressed by the company’s efforts to address 
concerns regarding forced labour. Given that they are also well positioned to 
respond to an undersupplied global cooking oil market, Hosking Partners added 
to its position following the meeting. 
 

Protection of 
shareholder value 
(collaborative) 

A private equity firm announced to the market a plan to recapitalise a real 
estate stock in the portfolio and take a controlling interest at a significant 
discount to the market price. The private equity firm’s initial offer was 135p 
representing a 27% discount to the market price the day before the offer was 
made public. Following the announcement, the company advised shareholders 
including Hosking Partners to vote for the proposals at the EGM.  
 
As one of the largest institutional shareholders, Hosking Partners took issue 
with the terms of the recapitalisation and sought to use its shareholding by 
voting against the proposal at the EGM to pressure the company into finding an 
alternative course. In the Firm’s view, the private equity-backed proposal did 
not secure the business’ future, it materially undervalued the business penalising 
long-term shareholders and the incentives and deal fees tied to the transaction 
were at odds with the material undervaluation. After voicing concerns to an 
unmoved board, Hosking Partners worked with another large institutional 
shareholder and together presented an alternative recapitalisation plan to the 
company. In addition, Hosking Partners committed to coordinate voting against 
the proposals on the shares Hosking Partners manage by putting pressure on 
the board to seriously consider the proposed alternative.  
 
As the board was assessing the proposal and the prospect of being voted down 
by their shareholders, a competing takeover offer was tabled by an industry 
peer. The real estate player’s first offer highlighted just how low the initial offer 
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was and validated the Firm’s engagements with both the company in the first 
instance and then other shareholders. After a prolonged period of engagement 
with the private equity firm and the industry peer, Hosking Partners deemed 
the best interests of shareholding to lie in the higher offer from the real estate 
peer. The peer’s final offer of 395p represented a 193% premium to the opening 
offer by the private equity firm and the transaction was finalised in early 2021. 
 

Voicing ESG concerns 
(collaborative) 

Hosking Partners co-signed a collaborative engagement letter to two 
companies whose activities include mining and exploration. The engagement 
sought to raise concerns and open a dialogue over the sustainability of the 
parent company and its majority-owned subsidiary’s business practices. The 
letter addressed a wide range of sustainability and ESG concerns including:  
 

• A number of environmental incidents that have occurred over the last 
12 years. The most recent resulting in the local government opening 
multiple investigations into past environmental accidents attributed to 
the company.  

• The treatment of workforces and local communities following 
complaints, protests and strike action taken over labour practices.  

• Governance issues after ISS recommended a vote against the directors 
in 2020 over the lack of board independence and potential conflicts of 
interest over related party transactions between the two companies. 

 
Hosking Partners hope the letter draws attention to these issues and starts the 
conversations that are needed to resolve and improve the environmental, social 
and governance practices of the two companies. The Firm continues to monitor 
the issue. 
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Principle 12  
 
Signatories actively exercise their rights and responsibilities.  
 
CONTEXT  
 
Hosking Partners believe that active ownership – in the form of long-term analysis of investments, active 
exercise of voting rights, and constructive engagement – improves management accountability, and long-term 
returns. The Firm votes proxies in accordance with the procedures set forth below and the procedures apply 
to any voting or consent rights with respect to securities of the funds and segregated clients where delegated 
to the Firm. Our full Voting Policy can he found here. 
 
Hosking Partners maintains proxy voting policies and procedures that are designed to ensure that it instructs 
the voting of proxies and the exercise of other rights attached to shares, taking account of the Firm’s long-
term investment perspective and its clients’ investment objectives and policy and interests, subject to any 
restrictions attached to the exercise of such rights. Hosking Partners uses the proxy voting research coverage 
of ISS. Recommendations are provided for review internally and where the portfolio manager wishes to 
override the recommendation they give instructions to vote in a manner in which they believe is in the best 
interests of its clients. This is discussed in further detail under ‘Activity’. 
 
The Firm will consider a range of factors in relation to proxy voting which include (but are not limited to) 
the following: 
 

• Board of Directors and Corporate Governance. Factors such as the directors’ track records, the issuer’s 
performance, qualifications of directors and the strategic plans of the candidates. 
 

• Appointment / re-appointment of auditors. The independence and standing of the audit firm, which may 
include a consideration of non-audit services provided by the audit firm and whether there is periodic 
rotation of auditors after a number of years’ service. 
 

• Management Compensation. Factors such as whether compensation is equity-based and/or aligned to 
the long-term interests of the issuer’s shareholders and levels of disclosure provided by issuers 
regarding their remuneration policies and practices. 
 

• Takeovers, mergers, corporate restructuring and related issues. These will be considered on a case-by-
case basis to determine whether they are in the best interests of shareholders.  

 
In certain circumstances, Hosking Partners’ instructions regarding the exercise of voting rights may not be 
implemented in full, including where the underlying issuer imposes share blocking restrictions on the 
securities, the underlying beneficiary has not arranged the appropriate power of attorney documentation, the 
relevant securities are out on loan or the relevant custodian or ISS do not process a proxy or provide 
insufficient notice of a vote. In addition, the exercise of voting rights may be constrained by certain country 
or company specific issues such as voting caps, votes on a show of hands (rather than a poll) and other 
procedures or requirements under the constitution of the relevant company or applicable law.  
 
Clients are informed of upcoming votes in advance and in some specific cases may write to Hosking Partners 
to express a view on voting intention, although this is not generally encouraged as it may dilute the strength 
of the Firm’s overall vote. Where an instruction is placed by a client that is contrary to the house position, 
Hosking Partners will vote the account’s shares in accordance with their instruction. Generally, this process 
is only facilitated for large institutional clients who are required by their own internal policies to support or 
oppose certain types of resolution (e.g. climate change) in line with a pre-determined position. Such 
instructions remain rare.  
 
 

https://www.hoskingpartners.com/wp-content/uploads/2021/03/Hosking-Partners_Voting-Policy.pdf
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ACTIVITY  
 
The Firm entered into a proxy voting service agreement with ISS on 17 June 2014. ISS is a provider of 
corporate governance solutions for asset owners, investment managers, and asset service providers. ISS’ 
solutions include objective governance research and recommendations and end-to-end proxy voting and 
distribution solutions. 
 
The Firm has subscribed to the ‘Implied Consent’ service feature under the ISS Agreement to determine 
when and how ISS executes ballots on behalf of the funds and segregated clients. This service allows ISS to 
execute ballots on the on the funds’ and segregated clients’ behalf in accordance with the ISS vote 
recommendations. However, the Firm retains the right to override the vote if it disagrees with the ISS vote 
recommendation by using the ISS Proxy Exchange platform to communicate override instructions to ISS. In 
practice, ISS notifies the Firm of upcoming proxy voting and makes available the research material produced 
by ISS in relation to the proxies. The Firm then decides whether or not to override any of ISS’ 
recommendations.  
 
Hosking Partners’ investment strategy is founded on a multi-counsellor approach with each portfolio manager 
operating on an autonomous basis. The decision as to whether to follow or to override an ISS 
recommendation or what action to take in respect of other shareholder rights is ultimately taken by the 
individual portfolio manager(s) who hold the position. In circumstances where more than one portfolio 
manager holds the stock in question, it is feasible, under this multi-counsellor approach, that the portfolio 
managers may have divergent views on the proxy vote in question and may vote their portion of the total 
holding differently. Any decision to override the ISS recommendation is reviewed by Compliance to check 
that it does not give rise to any conflicts of interest and records are maintained. 
 
Data describing the voting practices of Hosking Partners for 2021 is provided below.  
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Notable examples of voting decisions taken over the past 12 months are provided below: 
 
Trailing 12-Month Examples (to 30th April 2022) 
Example Topic Example Narrative 
Vote against board Ericsson. In October 2021 and March 2022, the US DOJ accused Ericsson of 

breaching its obligations under a Deferred Prosecution Agreement (DPA) put 
in place in 2019, by failing to provide certain documents in relation to historic 
allegations of bribery in Iraq. The nature, extent and outcome of these breaches 
is not yet known, but DPA breaches can result in extension of the terms of the 
DPA (i.e. continued monitoring), further fines, or suspension of the DPA and 
formal prosecution proceedings. At the recent AGM shareholders were asked 
to approve the actions (“discharge of liability”) of the CEO and Audit and 
Compliance Committee over the past year. Hosking Partners arranged a call 
with Ericsson to discuss the issue, and to receive an update on the wider 
context of the DPA and DOJ investigation. The call was informative, and the 
Firm was encouraged to hear that Ericsson have made significant improvements 
to its monitoring and compliance policies. Furthermore, Ericsson believe that 
the nature of the breach is technical rather than comprehensive, and that while 
the DOJ is likely to impose some penalties, they will not be as punitive as the 
market fears. That said, Hosking Partners nevertheless felt that the repeated 
breaches represent a material failing on the part of Ericsson over the course of 
the past year. As such, the Firm voted Against Management on the resolutions 
in question and will continue to monitor the issue going forward. 
 

Vote withheld Southern Copper Corporation. The Firm highlighted its commitment to 
sustainability and ESG by signing a collaborative engagement letter to the boards 
of two mining and exploration companies which Hosking Partners believe had 
failed in a number of their oversight duties. At the Southern Copper annual 
meeting the Firm was able to honour this commitment by voting with the 
recommendations put forward by the collaboration, which took a stronger 
stance on these important issues than ISS. The for all the Directors was 
withheld, and the Firm voted in favour of an independent Board Chair to hold 
the Board of Directors accountable for their failings. 
 

Vote against ISS Pendragon PLC. As supporters of the recently installed Pendragon 
management team, Hosking Partners were interested to hear the company's 
thoughts on ISS’ rationale for recommending voting against the Remuneration 
Policy. Following a meeting with the Chair of the Remuneration Committee, 
the Firm was satisfied that the policy was lucrative enough to incentivise 
management without being excessive. It is the Firm’s intention to support 
executives of well-run smaller listed UK companies and ensure they are offered 
incentive arrangements which appropriately recognise and reward the 
contribution they make to their firms’ long-term success. Hosking Partners 
took the opportunity of the meeting to also find out more about the long-term 
strategy for the company and were encouraged by the plans put forward. Given 
this support, Hosking Partners were happy to vote with management on all 
proposals.  
 

Vote against ISS Valmet. At Valmet’s March 22 AGM, ISS recommended voting Against the 
Remuneration Report on the basis that the company’s Long-Term Incentive 
Plan (LTIP) included targets that are measured over a period of fewer than 
three years. Hosking Partners engaged with Valmet to better understand their 
position. They explained that the LTIP is comprised of three weighted elements, 
capped at 150% of base salary. 37.5% of the LTIP is derived from 1-year EBITDA 
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growth targets, 37.5% from 1-year orders growth targets, and 25% from 3-year 
strategic targets including ESG. The rewards vest over a period of 2 years, 
subsequent to the performance year in question, and the 1-year performance 
targets have remained unchanged since 2014. Valmet explained that this 
structure is in line with Finnish standards and regulations. In general, Hosking 
Partners understand and support ISS’ policy that LTIPs should measure against 
periods of at least three years. However, in this case the Firm felt that a 
combination of the extended vesting period and unchanging growth targets, 
which functionally link a 1-year target to the years before and after, mean that 
while Valmet’s policy is technically divergent from ISS’ standards, it is 
functionally aligned with the purpose of long-term incentivisation. Further 
support is found in Valmet’s strong long-term performance (+58% over 5-
years), and as such the Firm voted with Management and Against ISS in this 
case. 
 

 
OUTCOME  
 
Examples of notable outcomes resulting from resolutions on which the Firm has voted over the past year are 
provided below: 
 
Trailing 12-Month Examples (to 30th April 2022) 
Example Topic Example Narrative 
Election of Directors Credito Valtellinese SpA. In April 2021, in an attempt to advance their 

hostile takeover of the company, Credit Agricole put forward a proposal at the 
annual meeting that would have blocked the election of Directors to the board. 
This was the latest step in a protracted takeover that we had opposed from the 
beginning. Hosking Partners had earlier written to the board requesting they 
resist the opportunistic offer given the significant undervaluation of the 
company at €10.50 per share. The Firm voted against the proposal and for the 
slate of Directors that were in the best interest for long-term shareholders. 
The Firm’s continued pressure eventually forced a revised offer from Credit 
Agricole at €12.50, that Hosking Partners were able to support. 
 

Remuneration UK real estate company. On a call and in a subsequent follow-up letter to 
the Chairman of a real estate company in the portfolio, Hosking Partners 
articulated reasons for voting against a proposed renumeration package and for 
the re-election of the CEO and Non-Executive Chairman and Chair of the 
Renumeration Committee. Hosking Partners highlighted performance over the 
last 6yrs under the CEO where group revenues had fallen from £150m to < 
£100m and EBITDA had fallen from £45m to £0. It was hard to justify 
compensation at the proposed level given this record of performance and lack 
of urgency in turning the business around, and the Firm felt that the CEO was 
the wrong person to move the business forward. 
 
Following the engagements, which contributed to a broad investor revolt 
against the proposed renumeration at the AGM, the Chairman stepped down 
acknowledging recent underperformance. 
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Statement of Compliance 
 
Hosking Partners LLP is authorised and regulated by the Financial Conduct Authority in the United Kingdom 
and registered with the Securities and Exchange Commission in the United States. The investment objective 
is to achieve rates of return in excess of the benchmark over the long term via investment in a portfolio of 
global securities.  
 
The UK Stewardship Code is overseen and published by the Financial Reporting Council, the independent 
regulator overseeing financial reporting, accounting and auditing and corporate governance. The Code, first 
published in 2010, sets the benchmark in the UK for institutional investors to meet ownership obligations in 
respect of their holdings of UK equities.  
 
Hosking Partners’ multi-counsellor approach is deliberately structured to give each autonomous portfolio 
manager the widest possible opportunity set and minimal constraints to make investment decisions.  
 
Hosking Partners supports the aims of the Stewardship Code for its UK investments and supports the 
Principles as best practice for its other investments. Hosking Partners considers that it complies with the 
recommendations of the UK Stewardship Code. Set out in the preceding document is the approach taken in 
respect of the key recommendations.  
 

Contact 
 
Please direct any questions regarding Hosking Partners’ approach to stewardship to one of the following: 
 

• Simon Hooper, Chief Compliance Officer (compliance@hoskingpartners.com) 
 

• Will Miller, Compliance Officer (compliance@hoskingpartners.com) 
 

• Roman Cassini, Head of ESG (rcassini@hoskingpartners.com)

mailto:compliance@hoskingpartners.com
mailto:compliance@hoskingpartners.com
mailto:rcassini@hoskingpartners.com
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