
 

 
 

 

Sustainable Investing Policy Statement 

 

 

 

Purpose 

The purpose of the policy is to outline how the tenets of sustainable investing are applied by the investment teams of Principal 

Asset Management.  

 

As a fiduciary for our clients, we welcome the broader investment prism that the United Nations Principles for Responsible 
Investment (“PRI”) represents. Furthermore, we value the voice that our status as a PRI signatory gives us in defining and 
shaping the sustainable investing discussion, the development of best practices, and ultimately the potential to enhance the 
risk-adjusted returns we deliver to clients over time.   
  
Principal Asset ManagementSM has been a PRI signatory since 2010, highlighting the firm’s dedication to Environmental, Social 
and Governance (ESG) factors and stewardship and engagement efforts. The PRI works to achieve a sustainable global financial 
system by encouraging the adoption of six principles and collaboration on their implementation; by fostering good governance, 
integrity, and accountability; and by addressing obstacles to a sustainable financial system that lie within market practices, 
structures, and regulation.  
  
 
 

Scope 
Our global investment teams are covered by this policy and our PRI signature. Consistent with a specialized investment team 
model, each team defines the scope and pace of its own implementation path, driven by what fits best with its investment 
process and the needs of its clients.   
 
 

Responsibility 
This policy is reviewed annually by the Principal Asset Management Sustainable Investing Oversight Committee with final 
approval from the Principal Asset Management Operating Committee. Additional reviews may be conducted as needed to 
reflect material changes in our stewardship approach or regulatory requirements. 
 
 
 
 
 
 
 



 

 

Commitment 
The Principles for Responsible Investing (“Principles”) are based on the premise that ESG issues can affect the performance of 
investment portfolios and investors should give them appropriate consideration to fulfill their fiduciary duty. In signing these 
Principles, Principal Asset Management publicly commits, where consistent with our fiduciary responsibilities, to: 
 
1. Incorporate ESG issues into our investment analysis and decision-making processes 
2. Be active owners and incorporate ESG issues into our ownership policies and practices 
3. Seek appropriate disclosure on ESG issues from the entities in which we invest 
4. Promote acceptance and implementation of the Principles within the investment industry 
5. Work together [with other signatories] to enhance our effectiveness in implementing the Principles 
6. Report on our activities and progress towards implementing the Principles 
 
Principal Asset Management has aligned with global policy initiatives and accords that support our goals.  In addition to PRI 
and UN Global Compact, we are members of the Better Building Alliance, US Green Building Council, Energy Star Partner, Global 
Real Estate Sustainability Benchmark (GRESB), US Department of Energy Better Buildings Initiative, The Council of Institutional 
Investors (CII), CFA Institute DEI Code (USA & Canada) and Investor Alliance for Human Rights, among others.  
 
 

Approach 
At Principal Asset Management, we believe sustainable investing offers the potential to enhance security analysis 
by providing a holistic view of the environmental, social and governance (ESG) factors driving risk and return.  As a 
global asset manager, we see different client demands across markets, various product types and nuanced 
regulatory requirements depending on region, but the one unifying factor is our fiduciary responsibility to our 
clients. Acting in their best interest comes first and foremost.  
 
To meet our various client needs, we classify our products and investment strategies across our sustainable investing 
continuum. 
 
 

 
 



 

 

ESG Integration 
We believe that ESG integration offers the potential to enhance security analysis by providing a holistic view of the factors 
driving risk and return. ESG integration may also influence investment outcomes by adding the potential for climate, regulatory, 
and environmental risk mitigation to client portfolios. Principal Asset Management, through the Sustainable Investing Oversight 
Committee, provides oversight and governance relating to sustainable investing and ESG integration and continues to make 
enhancements over time. 
 
The consideration of ESG factors is integrated into our investing approach across all actively managed asset classes. The level 
of integration in the investment process is determined by the investment team within the underlying asset class. Our 
Sustainable Investing Oversight Committee has worked with each investment team to help categorize alignment with our 
internal framework into traditional and ESG Integrated Strategies. Our sustainable investment offerings are further classified 
as ESG Integration Foundational, ESG Integration Enhanced Features, Thematic or Impact.  
 
Consistent with our overall investment philosophy, our sustainable investing approach focuses on fundamental change. 
Managed appropriately, we believe ESG integration may contribute to enhanced long-term returns and reduced risks. Where 
consistent with the specific investment team’s strategies and practices, the consideration of material ESG factors is embedded 
directly within our research process in assessing the fundamental attributes of companies. Our focus is not limited to companies 
that rate highly according to third-party research providers, but rather companies that are demonstrating a commitment to 
improvement.  
 

Listed Equities 

For listed equities, the consideration of ESG factors currently takes place within our investment process as part of the 
fundamental research driving security selection. Our analysts are best placed to determine the importance of such factors in 
relation to a specific security or sector. The analysts provide essential insights into industry trends and company-specific 
considerations integrating potential ESG issues into their final investment thesis. We believe these insights and considerations 
help enhance the evaluation of sustainable competitive advantages and risks at a company-specific and industry level.  
  

Fixed Income 

In fixed income, ESG integration within the investment process is utilized for the purposes of risk management and alpha 
generation. Our research teams are organized by areas of industry sector specialization and analysts are responsible for 
providing essential insights into industry trends and company-specific considerations, which may include certain ESG issues 
deemed material and relevant to the evaluation of sustainable earnings trends, sentiment, and valuation. Each corporate issuer 
in our investment grade coverage universe is assigned a specific ESG score, with assessments captured via the ESG scoring grid. 
That score is an essential deliverable of the investment thesis. Both industries and issuers are scored using this model.  
  

Real Estate 

For real estate investments, Principal Real Estate maintains a proprietary sustainability and investment platform, known as the 
Pillars of Responsible Property Investing (PRPI). PRPI is an internally developed, overarching environmental, social, and 
governance framework developed to drive asset management and fiduciary governance, with an aim to deliver positive 
financial and environmental results. The PRPI philosophy integrates sustainability considerations within every aspect of 
Principal Real Estate’s investment process for these assets, including acquisitions and development, dispositions, operations 
management, and lending. The Pillars of Responsible Property Investing initiative demonstrates our commitment to the PRI 
and is a natural progression of our sustainable investment philosophy.  
  

Asset Allocation 

As asset allocators, the building blocks that Principal Asset Allocation (PAA) selects when constructing portfolios can be 
influential in determining the overall ESG sensitivity of a strategy. We first determine the ESG rating for each asset class in our 
investment universe, using the representative indices as a baseline. This analysis helps us to understand, at a high level, the 
ESG implications and a desired investment outcome.  Once we progress to the implementation of those selected asset classes, 
we rely on a multi-pronged approach to ensure that we are building portfolios that reflect our sustainable investing philosophy. 



 

 

PAA believes that using ESG considerations in its investment process, a qualitive and quantitative assessment of the ESG profile 
of a sub-advisor or a strategy, allows for attractive ESG profiles and the potential for enhanced investor returns over time, 
without veering from our primary investment objective. We encourage our sub-advisors to be signatories to the PRI. This 
ensures that we are engaging with investment partners that share our belief that ESG factors can affect the performance of 
investment portfolios. Further, we encourage sub-advisors to have or adopt an ESG policy, which details its individual 
philosophy and sustainable investing methodology.   
  
For additional information regarding how ESG integration is considered within each asset class, please refer to our website at 
https://www.principalam.com/us/about-us/sustainable-investing.  
 

Stewardship & Engagement 

We believe engagement has the potential to contribute to enhanced long-term returns and reduced risks. For our investment 
teams, engagement means participating in meetings or other direct contact with an issuer, with the goal of benefitting clients 
by developing a deeper understanding of the issuer and promoting practices at the issuer that we believe are consistent with 
increased value for clients over time. Such engagement activities may have sustainability-related characteristics, but only to 
the extent those characteristics are expected to drive returns or creating pecuniary risks. Thematic engagements are specific 
engagements that seek to achieve certain environmental, social, or governance (“ESG”) goals associated with clean energy, 
green technology, sustainable agriculture, or other themes. Thematic engagements are pursued only when directed by a client 
or included as an element of a fund or collective vehicle investment strategy. We do not seek to exert influence or control over 
the companies we engage with. Rather than demanding specific actions, we take a more consultative approach, sharing our 
views and preferences on pertinent sustainability priorities which tends to foster more constructive dialogue that our teams 
can track and monitor over time and escalate as warranted.  

 

Listed Equities  

For listed equities, engagement currently takes place within our investment process as part of the fundamental research driving 
security selection. As stewards of ownership stakes in businesses, we have the opportunity to engage with and encourage 
companies to foster long-lasting stakeholder relations in a manner that seeks to accrue longer-term societal benefits, reduce 
potential investment risks, and drive better client outcomes. Through engagement, our analysts meet with senior executives 
and investor relations of the companies we invest in to discuss a range of topics relevant to our investment theses, which may 
include material sustainability issues and topics. We also use the services of third-party research providers and broker-dealers 
to enhance our research process as well as help facilitate direct engagement with companies. Some of our equity investment 
professionals have access to tools that can help track and support engagement activities and outcomes. 
 

Fixed Income  
Within our fixed income teams, stewardship activities are mainly carried out by individual analysts. Analysts are responsible for 
generating an ESG score on every company they cover, and their score is informed by information the analysts collect from 
company disclosures, direct engagement with the management of the companies they cover, as well as relevant third-party 
data. Analysts are tasked with addressing ESG factors when engaging with management so that their internal ESG score can be 
as informed as possible.  
 

Real Estate  
Our real estate teams approach engagement across stakeholders, tenants and communities, upholding the objectives and 
values of the PRPI. Each property’s engagement plan is created by the property manager with strategies tailored for the specific 
property type, tenant profile, opportunities for engagement with the community, and geographic location. Through our 
compliance and oversight functions, Principal Real Estate verifies that each property that participates in the PRPI platform has 
a tenant and community engagement program. Outcomes are measured in a variety of ways including tenant satisfaction, 
tenant retention, and tracking of environmental and social key performance indicators. An annual compliance survey is sent to 
property managers to confirm they have followed the PRPI requirements, and appropriate action is taken, dependent on 
scenario/situation, to ensure alignment is achieved. 
 

Collaborative Engagements 
Engagement is one of many elements that influence our holistic view of shareholder value and long-term, risk-adjusted 
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return potential. Through collaboration with existing and prospective investee companies we use our position as one of the 

largest asset managers in the world in a positive manner to act directly and collaboratively with investee companies. We 

prefer to begin the process by simply asking “what is changing?” This tends to foster more constructive dialogue that our 

teams can track and monitor over time and escalate as warranted. While we believe that direct communication between 

investors and companies on sustainability matters is an important element of the portfolio management and research 

services we provide, we also support collaborative engagements with our peers on specific issues that are aligned with our 

clients’ best interests and in keeping with our internal policies and procedures. We may use collective engagement if an issue 

is deemed – by us or a client – to create significant corporate or broader economic stress or if it would significantly and 

meaningfully reduce the value of the company. 

 

Escalation of Stewardship Activities 

Our analysts and portfolio managers consider escalation of issues on a case-by-case basis. If an investment analyst deems an 

issue requires escalation, the individual analyst decides how to execute the appropriate course of action. This may include 

seeking additional information using available research methods, making investment recommendations, deviating from a 

voting recommendation, divesting an asset, etc. Analyst decisions may be made autonomously or in collaboration with a 

portfolio manager(s) if a transaction is required. Specific client instructions on handling a mandate supersede this process. 

Factors that lead to an escalation process may vary by industry, company, and geography, as well as by our exposure to the 

company. We utilize third-party data providers to analyze company ratings and risk factors to determine materiality when 

monitoring issues. 

 
We engage in predominately private meetings with management, during which we communicate concerns and progress 
documented by our analysts and stored within our research database. We reserve the option to exit our shareholding if we 
believe the timeframe for effective improvement does not suit the best interest of our clients.  
 

Stewardship Codes 

Principal Asset Management is committed to responsible stewardship across our global operations. We are signatories to 

several key stewardship codes including the UK Stewardship Code, Japan Stewardship Code, the Malaysian Code for 

Institutional Investors, and the Brazilian AMEC Stewardship Code. We also follow the Principles of Responsible Ownership in 

Hong Kong and the Singapore Stewardship Principles. In Europe, we align with the EFAMA Stewardship Code, while also 

adhering to requirements under the EU Shareholder Rights Directive II. These commitments demonstrate our ongoing 

dedication to promoting good corporate governance and effective stewardship of our clients' assets across key markets. 

Through these frameworks, we seek to engage with investee companies, exercise voting rights, and manage conflicts of interest 

in the best interests of our clients. 

 

Stewardship & Engagement Key themes 
As a global firm, we recognize that standards and norms of corporate governance can differ between markets. However, we 
believe there are certain fundamental elements of governance practices that are intrinsic to any company’s ability to create 
long-term value. This set of global themes are set out in this overarching policy statement, which are anchored in transparency 
and accountability: 

• Board and directors 

• Climate risk 

• Diversity, equity and inclusion 

• Good governance practices and shareholder protections 

• Human rights 

• Remuneration 



 

 

• Shareholder proposals 

 

Proxy Voting 

Principal Asset Management has a fiduciary duty to make investment decisions that are in its clients’ best interests to maximize 
the value of their shares. Proxy voting is an important part of the process through which Principal Asset Management can 
support strong corporate governance structures, shareholder rights, and transparency. Principal Asset Management also 
believes a company’s positive environmental and social practices may reduce risk and, in turn, influence the value of a company. 
Principal Asset Management may take these factors into consideration, alongside other non-sustainability factors, when voting 
proxies in its effort to seek the best economic outcome for its clients. Shareholder proposals often address matters that are in 
direct conflict with the opinions of company management. As a result, we believe additional scrutiny is required, and, therefore, 
all shareholder proposals are escalated to the investment teams for a final voting decision. Our proxy voting guidelines explain 
how these key themes help to inform our voting decisions. 
 

 
Client-Driven Mandates 
While sustainability considerations are integrated into our investment teams’ processes for actively managed strategies, 
Principal Asset Management currently manages client mandates with specific ESG exclusions and other sustainable investing 
requirements. These sustainable investing requirements are noted in the clients' directed guidelines and, when possible, are 
applied according to rules within our compliance and order management systems.  
 

Reporting 
The sixth Principle for Responsible Investment states that we will report on our activities and progress towards implementing 
the Principles. To this end, Principal Asset Management has committed to fulfill the annual signatory reporting requirement. 
Our current PRI assessment report and transparency report are made publicly available on our Principal Asset Management 
website and can also be found on the PRI website.  We also provide regulatory and client reporting on pertinent ESG factors. 
 
 
 

 

 

 

 

 

 

 

Date of last policy review: December 2025 

 

 

 

 

 

 

 

 

 

 

 

https://brandassets.principal.com/m/7a1042bf82d83012/original/Policy-on-Proxy-Voting-for-Investment-Advisory-Clients.pdf
https://brandassets.principal.com/m/53fa882a0e374d30/original/Private-Assessment-Report.pdf
https://brandassets.principal.com/m/46bcae8c053f4b2d/original/Public-Full-Transparency-Report.pdf
https://www.principalam.com/us/about-us/esg%22%20/h%20HYPERLINK%20%22https:/www.principalam.com/us/about-us/esg
https://www.principalam.com/us/about-us/esg%22%20/h%20HYPERLINK%20%22https:/www.principalam.com/us/about-us/esg


 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Important information: 

© 2026 Principal Financial Services, Inc. Principal®, Principal Financial Group®, Principal Asset Management, and Principal and the logomark design are 
registered trademarks and service marks of Principal Financial Services, Inc., a Principal Financial Group company, in various countries around the world and 
may be used only with the permission of Principal Financial Services, Inc. 

Principal Asset ManagementSM is a trade name of Principal Global Investors, LLC. 
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