
Abax Investments - Quarterly ESG Report 

Abax Investments 

Abax Investments (Abax) is an owner-operated investment firm founded in 2003. Dedicated 
exclusively to fund management, Abax manages equity, multi-asset, fixed income and hedge fund 
portfolios. Our key business objective is to deliver outstanding investment performance for our clients.  
 

Abax’s approach to ESG 

We view ESG as an integral component of our bottom-up research process.   
  
The decisions we make regarding investments can significantly impact the stakeholders connected to 
these assets. Thus, we endeavour to invest in businesses that exhibit robust corporate governance, 
quality management, sustainable business models and the potential for solid growth in earnings and 
dividends over an extended period. To this end, ESG matters are integrated into our investment 
analysis to strengthen the decision-making process, better manage risk and ensure that investments 
generate long-term value in an ethical manner.  
 
Our investment process revolves around an all-inclusive assessment of a company and the multi-
faceted environment in which it operates. Each company is analysed on a case-by-case basis given the 
wide range of industries they operate in. When evaluating a company’s environmental, social and 
governance stewardship we adopt a holistic approach which includes:  
 
1. a comprehensive evaluation of ESG performance based on a weighted scorecard approach  
2. consistent engagement with management on material ESG issues and  
3. proxy vote at all shareholder meetings, on all resolutions, on behalf of our clients 
 

Responsible Investing – Q4 2019 

We report quarterly to our clients on our engagement and voting activities. 
 
1. ESG Scorecard 
  
We have found it beneficial to use a weighted scorecard methodology when measuring a company’s 
ESG performance. While Abax outsources the collection of company data and scorecard calculation to 
a dedicated 3rd party, the ultimate responsibility for ESG evaluation remains with the team.  The 
foundations of the scorecard are as follows; 
 
― Each company is evaluated on 83 different metrics across the 3 themes (environmental; social and 

governance) and will achieve an absolute score based on disclosure and performance  
― The focus is on the trend of improvement (or deterioration) over time, rather than the absolute 

score 
― Each scorecard shows the risks inherent in individual companies and allows for easy comparison 
― The analysis of risks is specific to the business and industry 



― The scorecard is updated annually 
― The methodology is robust and consistently applied 
 

2. Engagement 
 
We have an ‘active owner’ approach.  We engage with company management on issues that are 
material and relevant.  The main objectives of engagement are to enhance long-term shareholder 
value, meet our fiduciary responsibilities to our clients and benefit broader society. 
 
Our investment professionals regularly meet with the management and non-executive directors of 
companies to discuss a range of issues relating to strategy, financial performance, governance and 
risk.  It is normal practice for us to approach both executive and non-executive management to discuss 
contentious issues or material ESG matters.  We believe that constructive, pre-emptive engagement 
results in a preferable outcome for all stakeholders.  
 
There may be circumstances where we deem it necessary to escalate matters to enhance and protect 
our clients’ interests.  If we deem it necessary, we will collaborate with other shareholders to add 
pressure to influence the board.  If so, we always remain aware of potential conflicts, concert party 
rules and issues of insider information. 
 

Notable engagements during the fourth quarter of 2019 include; 
― Steinhoff: Engaged with enforcement authorities regarding Steinhoff. 
― Firstrand: Regarding climate change and the need to introduce a policy on lending to coal-fired 

power projects and coal mining operations. 
― Sasol: Regarding ESG matters. This included their response to climate change and minimising the 

environmental impact of their operations. 
― Prosus: Attended their Capital Markets Day in Amsterdam which included a strategic review and 

progress report on key business areas of the group.  In addition, we have been engaging 
extensively with the company and industry in researching the On-line Food Delivery businesses 
into which the firm has already and intends committing substantial additional capital.  From an 
ESG perspective we are concerned that there seems to be little understanding or concern for the 
safety, welfare and risk their delivery operators in the field face (whether directly or indirectly 
employed).   

― Reinet: Continue to engage with management regarding the firm’s structure and deep discount 
to NAV as well as their poor governance score, limited shareholder engagement and 
unsatisfactory fee arrangement. 

― Oceana Fishing: Independent research commissioned regarding environmental conduct.  For 
example, assessing the impact of reduced access to food stocks for seabirds – notably the African 
Penguin. 

― Sappi: Independent research commissioned to examine operating practices regarding 
environmental conduct.  

― Coronation: Engaged with the company regarding several ESG matters, most notably 
Remuneration practices within the organisation.    

 
 
3. Proxy Voting 
 
Abax views proxy voting as an integral part of the investment process and we always vote the shares 
we beneficially hold. The way we exercise our rights can strengthen corporate governance significantly 
thus we vote in a thoughtful and considered manner.  



The basis for how we vote is guided by our Proxy Voting Policy.  All proxy voting decisions are made 
in-house based on collaboration between members of the investment team. We will use the team’s 
collective depth of knowledge, to make informed voting decisions.   
 
We will support good corporate governance by voting against board recommendations we do not 
perceive to be in the best interests of shareholders. Historically, these have included for example: 
overly generous share schemes; placing authorised but unissued shares under the control of the 
directors; appointment of non-executive directors with questionable track records and inappropriate 
executive and non-executive remuneration.  
 
Abax’s Voting Record – Q4 2019:  
 

Abax Equity Fund – Q419    
Total number of meetings voted at during Q419 17 100% 
Total number of resolutions voted 392 100% 
Total number of resolutions in favour 368 94% 
Total number of resolutions against 24 6% 
Total number of resolutions abstained 0 0% 

  
Please refer to our quarterly proxy voting report for a detailed voting record. 
 
Abax’s Voting Record – 2019:  
 

Abax Equity Fund – 2019    
Total number of meetings voted at during 2019 45 100% 
Total number of resolutions voted 982 100% 
Total number of resolutions in favour 922 94% 
Total number of resolutions against 60 6% 
Total number of resolutions abstained 0 0% 

 
 
Conclusion 
 
We are acutely aware that environmental, social and corporate governance issues have a direct impact 
on the companies that we may invest in.  To this end, ESG factors are integrated into our investment 
analysis to strengthen the decision-making process, better manage risk and ensure that investments 
generate long-term value in an ethical manner.  Our approach and commitment to ESG also enhances 
our value proposition to our clients. 
 
Whilst we consider our current approach to incorporating ESG into our investment process as 
sufficiently robust, we are also of the view that it is an evolutionary process which continues to be 
refined over time.   
 
 


