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1. Introduction 

 

AQR Capital Management (Europe) LLP (“AQR”) is an FCA-authorized Alternative Investment Fund 

Manager (“AIFM”) and an affiliate of AQR Capital Management, LLC, a U.S. domiciled investment 

adviser registered with the U.S. Securities and Exchange Commission (“SEC”).  

 

The Firm uses quantitative tools in a systematic process to build diversified and risk-controlled 

portfolios. The process does not typically involve discretionary assessments of underlying invested 

companies achieved through direct contact with company management. As such, certain aspects of the 

Financial Reporting Council’s UK Stewardship Code (the “Code”) may not be applicable to AQR’s 

investment activities. 

 

We seek to understand the broader implications and challenges stemming from ESG issues for our 

clients, as well as the related impact on their portfolios, and we provide education and investment 

solutions to help our clients to meet those challenges. It is important to note that we view ESG similarly 

to other factors, and see best practice in ESG integration similarly to the way we view best practice in 

responsible investment management. 

 

We are proud to say that more than three-quarters of AQR’s firmwide assets under management as of 

December 31, 2019 were invested in strategies that incorporate ESG-related signals implicitly in the 

model (multi-factor stock selection or security selection in fixed income). As of the same date, AQR 

managed over $15 billion in dedicated ESG strategies: these include our carbon-aware portfolios, 

approximately $10 billion, customized to have lower weighted average carbon emission scores than 

their benchmarks, and our Sustainable strategies, approximately $5 billion, which seek to avoid stocks 

with the largest ESG risk exposures and may also target higher portfolio ESG scores than the 

benchmark or actively short the worst-offending ESG names. 

 

Articulated below is an overview of how, and the extent to which, AQR’s investment activities are aligned 

with the principles of the Code (“the Principles”). 

 

2. The Principles 

 
a. Principle 1 

 

Institutional Investors should publicly disclose their policy on how they will discharge their 

stewardship responsibilities. 

 

AQR’s position on Principle 1 

Key aspects concerning the way in which AQR encompasses its stewardship responsibilities into its 

investment process are set out in this document. AQR aims to be transparent with respect to its policy 

on discharging stewardship responsibilities. From a broader ESG perspective, there are details of our 

approach, as well as our related research, on our ESG webpage, aqr.com/esg. Likewise, as a signatory 

to the UN Principles for Responsible Investment, the public data in our PRI Transparency Report is 

available on the UN PRI website.  

 

AQR also maintains a statement of ESG philosophy and approach, which we would be happy to provide 

and discuss further upon request. 
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b. Principle 2 

 

Institutional Investors should have a robust policy on managing conflicts of interest in relation 

to stewardship which should be publicly disclosed. 

 

AQR’s position on Principle 2 

AQR maintains a comprehensive conflicts of interest policy as part of its Business Conduct Manual and 

Code of Ethics, which is available to investors upon request and which was designed to ensure that 

AQR and its employees act in AQR’s clients’ best interests.  

 

The conflicts of interest policy identifies circumstances that may give rise to an actual or potential conflict 

of interest and aims to ensure that all potential and actual conflicts are identified, recorded, managed, 

and monitored appropriately. 

 

c. Principle 3 

 

Institutional investors should monitor their investee companies. 

 

AQR’s position on Principle 3 

AQR is a systematic investment manager with an approach grounded in fundamentals, and in general 

we believe the premise that good management and oversight can lead to better stock performance. We 

recognize the importance of responsible asset ownership, in addition to responsible asset selection.  

 

AQR undertakes direct engagement with portfolio companies, both proactively and reactively.  

 

Specific to the former, we have built an ESG Company Monitor, which uses various ESG data sources 

to cross-reference where these exposures occur in our largest stock holdings of individual companies. 

For the 20 largest positions with current ESG concerns, AQR will seek to engage in a dialogue with 

company management to better understand the related ESG risks and encourage greater transparency 

of these issues to the market. It is our fervent belief that more transparency is a positive outcome for all 

market participants and will lead to better alignment between companies and their investor base and 

more accurate pricing of ESG risks and opportunities. 

 

Otherwise, AQR also engages selectively with portfolio company management on upcoming proxy-

related issues, where underlying firms may seek us out to present issues which may be material for the 

vote. AQR utilizes both the services of proxy advisers as well as internal proprietary research on certain 

votes (related to significant corporate actions) when making informed decisions on individual proxy 

votes. 

 

d. Principle 4 

 

Institutional Investors should establish clear guidelines on when and how they will escalate their 

stewardship activities. 

 

AQR’s position on Principle 4 

AQR recognizes the importance of playing an active role in corporate governance and participates via 

engagement (as indicated above), and proxy voting in the AGMs and EGMs of companies held in the 

portfolios it advises, where authority to vote proxies has been delegated to AQR.  

 

Although AQR is assessing the feasibility of an internal proxy voting structure, we currently primarily 

outsource the operational aspects of our voting to ISS Governance Services (ISS). ISS is an unaffiliated 
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third-party corporate governance research service that provides in-depth analyses of shareholder 

meeting agendas, vote recommendations, recordkeeping, and vote disclosure services. Votes are 

processed according to the ISS Sustainability proxy voting policy for all AQR-sponsored funds. AQR 

makes the ISS Sustainability proxy voting policy available to clients, some of whom have opted to use 

it. 

 

e. Principle 5 

 

Institutional Investors should be willing to act collectively with other investors where 

appropriate. 

 

AQR’s position on Principle 5 

Collaborative engagement is a central pillar of our engagement program. One current example is our 

collaboration with New Zealand Super and 50+ other leading institutional investors on an initiative to 

engage with social media companies in strengthening controls to prevent the live-streaming/distribution 

of content containing terrorism or extreme violence.  

 

Otherwise, we think of industry involvement here too. Beyond our close collaboration with the UN PRI, 

we have been a supporter of the Task Force on Climate-related Financial Disclosures (TCFD) initiative 

since 2018 and a CDP investor signatory since 2020. We are part of CDP’s Non-Disclosure Campaign, 

an engagement initiative aimed at increasing climate disclosure. This is consistent with our 

transparency-focused stewardship policy.  

 

AQR is a member of several industry associations, including the Alternative Investment Management 

Association, Managed Funds Association, ICI Global, Securities Industry and Financial Markets 

Association – Asset Management Group, and Association of the Luxembourg Fund Industry. AQR 

colleagues have roles in these associations ranging from non-executive management and strategy 

setting to participation in education and advocacy initiatives on a wide range of topics, including ESG.  

 

f. Principle 6 

 

Institutional investors should have a clear policy on voting and disclosure of voting activity. 

 

AQR’s position on Principle 6 

A number of AQR’s clients, including AQR sponsored funds and several clients whose segregated 

accounts trade cash equities, have delegated proxy voting to AQR. For these portfolios, AQR 

participates via proxy voting in the annual General Meetings and Extraordinary General Meetings of 

companies held. 

 

The operational aspects of AQR’s voting activity are outsourced to ISS Governance Services (ISS). We 

selected ISS in part because it seeks to design its proxy voting guidelines to enhance shareholders' 

long‐term economic interests. 

 

Votes are processed according to a sustainability-based proxy voting policy. In general, AQR will make 

voting decisions with advice from its external proxy voting research provider (currently ISS), but also 

leverages internal proprietary research on proxy issues related to significant corporate actions in making 

individual voting decisions. AQR periodically reviews all voting guidelines and may customize the policy 

as appropriate. Voting instructions are monitored by AQR’s Compliance team to ensure that no conflicts 

of interest arise. There may also be circumstances in which AQR does not vote proxies, such as when 

there are legal encumbrances to voting or where the tradability of a security may be impacted.  
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g. Principle 7 

 

Institutional Investors should report periodically on their stewardship and voting activities. 

 

AQR’s position on Principle 7 

AQR has been a signatory to the UN PRI since 2014, which means that we publicly disclose on an 

annual basis our voting, engagement, and integration activities.  

 

At the same time, we offer reporting to clients and prospects which includes an ESG Annual Report at 

the firm level and a variety of custom ESG reporting at the portfolio level. 

 

Moreover, we also communicate on such matters within AQR, aiming to keep all of our employees 

informed on how we aspire to incorporate ESG. This includes our ESG training sessions which we hold 

for different subsets of the firm, and our ESG training sessions for any employee to watch through 

QU∀NTA Academy, the firm’s in-house learning and development initiative. 

 

-- 

For any queries in relation to the Stewardship Code, please contact ESG@aqr.com. 

mailto:ESGStewardship@aqr.com
mailto:ESGStewardship@aqr.com

