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*All Asia ex Japan companie 2022 Q3 2021 Q3

Number of meetings 325           308           

Number of votable proposals 2,088       1,933       

Votes with management 1,747       83.7% 1,692       87.5%

Votes against management 328           15.7% 236           12.2%

Abstain and withhold 13             0.6% 5               0.3%

Total number of proposals voted 2,088       100.0% 1,933       100.0%

Number of shareholder proposals voted for 13             5               

Key Markets

Period* 190 123 46 66 76 91 11 14

Number of meetings voted 1159 816 285 330 582 629 55 84

Number of proposals voted 965 722 232 281 494 556 51 78

For 193 94 45 49 84 68 4 6

Against 1 0 8 0 4 5 0 0

Abstain/Withhold 0 0 0 0 0 0 0 0

As % of total 

For 83.3% 88.5% 81.4% 85.2% 84.9% 88.4% 92.7% 92.9%

Against 16.7% 11.5% 15.8% 14.8% 14.4% 10.8% 7.3% 7.1%

Abstain/ withhold 0.1% 0.0% 2.8% 0.0% 0.7% 0.8% 0.0% 0.0%

*Based on ISS Country of Coverage

Propsoal category 2022 Q3 2021 Q3

Number of As a % Number of As a %

Proposals of total Proposals of total

Capitalization 452 22% 336 17%

Compensation 243 12% 217 11%

Director related 606 29% 672 35%

Strategic Transactions 157 8% 190 10%

Routine business 291 14% 453 23%

Others 339 16% 65 3%
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Could you talk about how stock exchanges fit within our Risk Profile and 

Materiality frameworks?1
TS: Exchanges in Asia-Pacific (APAC) developed markets generally have a favorable Risk Profile and

good scores in our Materiality framework. Most of them have few red flags in our Risk Profile framework.

Exchanges play an important role as providers of critical financial market infrastructure and are therefore

held to a high standard. As frontline regulators, several exchanges in APAC aim to set standards in

corporate practices, governance, and regulatory compliance. In our materiality framework, we differentiate

between APAC exchanges to highlight positive and negative outliers.

On environmental impact, the carbon footprint of APAC exchanges’ operations (in terms of scope 1 and 2

emissions) tends to be low relative to companies in other sectors and exchanges screen positively on this

metric. Though their direct environmental and social impact is limited, APAC exchanges play an important

role in advocacy, issuer education, and promotion of best practices. Some exchanges have started to

require sustainability reporting from issuers for investors. Several are developing markets for carbon

trading, and ESG-related trading solutions such as green bonds. Such examples are positive outliers in

our materiality framework.

On governance, we expect exchanges to play a leading role as well. In the past, we had discussions with

exchanges on capital allocation (scrip dividends, transformational mergers and acquisitions) as well as

listing regime reforms such as dual-class share structures or Special Purpose Acquisition Company

(SPAC) regimes which may be a risk for minority shareholders.

Overall, we see exchanges as potentially impactful change agents for promoting sound governance and

sustainability practices across corporations, markets, and their own operations.
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How would you describe best practice by stock exchanges, and do you have

any examples to illustrate this? Is there divergent practice between regions?

TS: In addition to excelling in sustainability within its own operations, (including decarbonizing their

own operations with the target of net-zero, adopting strong risk control for their critical systems, and

promoting workforce diversity) an exchange plays an important role in the promotion of sustainability

practices among corporate issuers. Best practice for an exchange is to mandate sustainability

reporting by corporate issuers with high levels of rigor. Given that sustainability reporting is relatively

new and lacks the level of standardization of financial accounting, major exchanges in APAC have so

far done a good job in proactively educating issuers and supporting disclosure, relying on industry

best practice to encourage consistency and comparability.

Within Asia, the epitome of an exchange promoting ESG reporting is Singapore Exchange (SGX)

which has mandated all corporate issuers to have climate disclosures. Issuers in relevant sectors are

required to publish sustainability reports and disclosures adhering to the Task Force on Climate-

Related Financial Disclosures (TCFD), the industry standard for reporting. The exchange has

provided clear deadlines over 2022-2025 for disclosure and supports the initiative by assisting

corporations with sectoral workshops on the requirements. Additionally, the exchange is actively

working on scaling the global carbon market through Climate Impact X (CIX), their joint venture

carbon marketplace, among other product innovations to aid businesses in their transition to low-

carbon technology and supply chains. The exchange uses new technology to enhance the scalability,

transparency and integrity of the global carbon market.

On the other hand, in terms of promoting diversity and inclusion in their own workforce, the Australian

Securities Exchange (ASX) has robust policies in place and sets strong targets. ASX targets 45%

women in their workforce, and 40% women on the board and senior management by financial year

(FY) 2025. The exchange currently does not have a gender pay gap. Their initiatives support

inclusion such as parental care support and regular reviews of the gender pay gap.

The major APAC exchanges are also members of the United Nations Sustainable Stock Exchanges

(SSE) initiative and of other global sustainability initiatives which we see as beneficial for idea-sharing

and promotion of best practices globally.
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What type of engagement do we have with stock exchanges with respect to 

ESG?

JW: Our ESG engagement with stock exchanges is twofold. Firstly, stock exchanges’ own ESG

management and performance and secondly, the ESG influence that stock exchanges have on the

market through their role as policymakers and market infrastructure providers. In the first instance,

ESG topics can range from their sustainability initiatives and ambition such as setting scenario-based

emissions reduction targets to tackling climate change as well as to board composition and

effectiveness and capital allocation.

For example, we engaged with SGX and Hong Kong Exchanges and Clearing Limited (HKEX)

previously on their proposals to introduce a scrip dividend at a price discount, whereby investors

receive dividends in the form of shares instead of cash. In our view, scrip dividends may be merited

for rapidly growing companies to fund growth, but not for a moderately growing and highly cash

generative company. We escalated our engagement by taking negative voting action at SGX’s AGM

in October 2021 in order to send the message across the board. The resolution still passed. While we

consider our engagement on this topic unsuccessful, SGX has taken other positive initiatives that

could create value for shareholders. For example, it has a clear agenda to develop business

opportunities coming from climate change and to become a leading transition finance and trade hub.

TS: We regularly engage with management, and we provide feedback on ESG topics that are

important to us and where we see room for improvement. For example, we discussed sustainability

initiatives with Japan Exchange Group (JPX). In the area of diversity, we informed them that their

target of having 8% female managers in their FY2022 was inadequate. JPX is now targeting 10%

female managers by FY2025 and 14% by FY2030. We continue to engage with the exchange to

encourage more ambitious targets. Additionally, we have engaged with the exchange on increasing

the weight of long-term incentives in executive compensation and improving sustainability disclosures

such as carbon emissions. They have since made improvements in these areas. They now have a

higher weightage on long-term incentives and publish disclosures in accordance with the TCFD.

We also advocate that exchanges require sustainability reporting from issuers and make necessary

ESG data available for investors so that they can make informed decisions. We engaged with HKEX

on improving their climate leadership by requiring issuer disclosure on sustainability. We also voiced

our concerns around dual-class share structures, SPACs and scrip dividends with HKEX and SGX.

Source: J.P. Morgan Asset Management.  Data as of September 2022. 



4
What is the extent of the influence stock exchanges have in accelerating the 

ESG agenda among issuing companies? To what extent are they ESG 

leaders and a natural fit within sustainable portfolios?

SP: Deutsche Börse (DB1) and London Stock Exchange Group (LSEG) are contributing to

improvements in ESG by owning ESG indices for their clients and additionally, through providing data

related to ESG. For example, DB1 now owns Institutional Shareholder Services (ISS) which is a

proxy voting governance advisor but is now expanding in environmental and social on top of their

governance franchise. LSEG also has a strong franchise in indices and as a result, has additionally

become a provider of ESG indices. So, ESG is material for exchanges as a source of new revenues.

AM: As long-term investors in businesses, we view stock exchanges, in general, as great

investments. This is evidenced by looking through the key pillars that go into our strategic

classifications (the determination of the type of business we are investing in, namely economics,

duration and governance.

Economics. For all financial metrics, stock exchanges have a very strong starting point. They have,

as a group, delivered a high and consistent return on equity (ROE), driven by high margins and the

profits that they generate is real cash. Given their economics, they tend to run cash-rich balance

sheets and so leverage is not a concern when investing in these businesses.

Duration. While there is an element of cyclicality from the nature of the business and exposure to

markets, in the long run we still see that they have a reasonable growth runway driven by new

products and more financial maturity. However, to supplement a lower earnings growth rate, capital

allocation, specifically dividends paid, provides a supplementary return to investors – the sum of both

leads to attractive returns.

Governance. There are many different lenses we can use, but we tend to find that due to their

unique positioning, stock exchanges tend to be a very well-governed business. One does not need to

worry about normal governance-related concerns usually associated with founder-led businesses.

And as mentioned, capital discipline tends to be strong so there is a natural alignment with minority

investors.

Putting this altogether, we classify most stock exchanges as quality businesses.

Finally, we own many stock exchanges in our sustainable portfolios. As discussed, they really are the

hallmark of what we look for in businesses: strong monopolistic positions, attractive economics, often

in growing markets and with generally strong governance practices. In addition, the nature of their

business has very little environmental impact, strong social management, low capital intensity and is

extremely cash generative with little or no debt. Most importantly, they are the gateway to capital

markets for corporates and as such, can help manage a stronger focus on ESG disclosures. It is in

this area that we have seen some of the more material ESG improvements.

Source: J.P. Morgan Asset Management.  Data as of September 2022. 
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Cont/…

JW: As mentioned, stock exchanges are powerful in shaping the ESG agenda among issuers

through their role as policymakers, such as through setting good corporate governance standards,

upholding shareholder rights in local markets and endorsing internationally recognized ESG reporting

frameworks like the TCFD to drive ESG transparency at the issuer level. Stock exchanges are also in

a good position to work with other regional or global stakeholders in order to advance the ESG

agenda, such as the UN SSE initiative that Thomas mentioned earlier, and ESG advocacy

organizations to advance board oversight of ESG.

TS: Exchanges in APAC developed markets have significant influence in accelerating sustainability

disclosures among issuing companies in their role as front-line regulators. Exchanges such as ASX

and HKEX work with a wide range of stakeholders to develop principle-based recommendations for

corporate governance practices, including sustainability reporting and minimum requirements.

However, they must strike a balance between maintaining competitiveness, ease of listing and client

service on one hand, and enforcing ESG-related requirements on the other hand. Additionally,

exchanges should be careful not to set purely quantitative targets, which may encourage a ‘box-

ticking’ mentality among issuers.

For example, HKEX has required listed issuers to have a disclosed diversity policy since 2019. The

percentage of new initial public offering (IPO) applications with at least one female director on the

board grew from 69% in 2019, to 80% in 2020, and to 82% in 2021. The exchange upgraded their

corporate governance code, mandating that IPO applicants must not have single gender boards from

July 2022, and that no single gender boards should exist in any listed issuer by the end of 2024.

Thus, HKEX can play a role in driving and shaping the diversity agenda in Asia.

Source: J.P. Morgan Asset Management.  Data as of September 2022. 
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