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OVERVIEW 
At Harris | Oakmark, we believe that environmental, social and governance (“ESG”) factors can be 
financially material to the companies in which we invest, and as such, should be considered as part of the 
investment process. We incorporate these factors into our investment research (“ESG integration”), proxy 
voting decisions, and interactions with company management teams and boards (“engagement”). We 
use the term “Responsible Investing” (RI) to refer to the combination of these activities.  

APPROACH 
Our approach to incorporating ESG factors is consistent with the Harris | Oakmark investment philosophy. 
Analysts take account of material ESG factors as part of the investment process and apply the same 
principles to these issues as we do to any other material factor. ESG factors that may be considered include 
environmental topics such as climate change and the energy transition, social issues like labor relations and 
human rights, and governance factors including executive remuneration, capital allocation and board skill 
set. We consider RI in terms of three pillars: Identify, Value and Engage. 

We identify the material ESG factors to which a company is exposed. This takes place when a stock is added 
to our research project list, during due diligence, and when conducting fundamental research and 
presenting new ideas. We regularly review a company’s ESG risks during the holding period, using a range 
of sources.  

We incorporate material ESG risks and opportunities into our estimate of a stock’s intrinsic value through 
financial modelling, valuation and risk analysis. These factors may impact valuations directly or indirectly. In 
some cases, ESG issues can be directly priced, for example an adjustment to revenue, operating expense, 
margins, assets, liabilities, capital expenditure, cost of capital or our terminal multiple. In other cases, 
valuations are indirectly impacted through issuer scores which reflects their risk profile, business quality or 
management quality which influences intrinsic value calculations.  

Finally, we engage with companies to understand the management of ESG risks and opportunities. We 
leverage our access to management teams and boards to discuss material financial and non-financial 
factors with the company throughout the investment process. This helps to understand drivers of shareholder 
value and may inform our proxy voting decisions, as guided by our Proxy Voting Policy. We may use 
engagement to escalate an issue with management when not aligned with our expectations.  
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CONCLUSION 
We regard ESG integration and stewardship as important elements of our fundamental, active approach 
to investing our clients’ assets. In our view, a full understanding of a company’s investment potential can 
only be gained by considering all material ESG factors, and this understanding is enhanced by continued 
engagement throughout the investment life cycle. We also offer separate account clients the option to 
tailor their portfolios according to their own ESG requirements and provide customized client reporting.  

TEAM 
Our dedicated two-person RI team leads the firm’s RI strategy, oversees the execution of RI initiatives and 
supports clients’ RI requirements. As ESG subject matter experts, the RI team works closely with the invest-
ment team for the integration of material ESG factors into analysis, proxy voting, and engagement activities. 
Additionally, the team serves as the central coordinator for RI efforts across the firm, collaborating with the 
Proxy Voting Committee, reporting team, and Legal and Compliance functions.   
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Understanding the risks 

All investments carry a certain degree of risk, including possible loss of principal, and there is no assurance that an investment 
will provide positive performance over any period of time. Equity investments are subject to market risk or the risk that stocks 
will decline in response to such factors as adverse company news or industry developments or a general economic decline. 
Non-U.S. investments involve risks such as currency fluctuation, political and economic instability, lack of liquidity and differing 
legal and accounting standards. These risks are magnified in emerging markets. 

This material is not intended to be a recommendation or investment advice, does not constitute a solicitation to buy, sell or 
hold a security or an investment strategy, and is not provided in a fiduciary capacity. The information provided does not take 
into account the specific objectives or circumstances of any particular investor or suggest any specific course of action. 
Investment decisions should be made based on an investor’s objectives and circumstances and in consultation with his or her 
advisors. 

CFA® and Chartered Financial Analyst® are registered trademarks owned by the CFA Institute. 
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