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Introduction

At Vanguard Asset Management (VAM), we are pleased to be a signatory to the UK Stewardship Code 
since 2021. The UK Stewardship Code is widely recognised as the standard for investment stewardship 
practices and reporting. We support the Financial Reporting Council (FRC) in its drive to improve 
disclosures of stewardship activities and outcomes to demonstrate the role of investors as responsible 
stewards of the assets entrusted to them. This report details how we carried out our stewardship 
practices and responsibilities in 2025.

Vanguard is committed to providing investors with the information and products they need to make 
sound investment choices based on their goals and their personal preferences. We remain steadfast in 
our focus on maximising long-term shareholder returns so that our investors can have the best chance 
for investment success.

Vanguard’s global assets under management are predominantly held within broadly diversified index 
funds. Index fund managers buy and hold securities for as long as they are included in the benchmark 
index. Vanguard’s Investment Stewardship programme operated within that context.1

1 	 Vanguard’s Investment Stewardship programme was responsible for administering proxy voting and engagement activities pursuant to the 
Vanguard-Advised Funds Policy (‘the policy’) for the quantitative and index equity portfolios of the funds advised by Vanguard (together, ‘the 
Vanguard-advised funds’). This report describes the proxy voting and engagement activities conducted by Vanguard’s Investment Stewardship 
programme from 1 January 2025 through 31 December 2025 (‘the reporting period’) pursuant to the policy; it does not include proxy voting  
and engagement activity conducted subsequent to the reporting period when Vanguard’s investment stewardship function was realigned into 
Vanguard Capital Management Investment Stewardship and Vanguard Portfolio Management Investment Stewardship.

 On behalf 
of the Vanguard-advised funds, Vanguard’s Investment Stewardship team engaged with portfolio 
companies, voted proxies and promoted corporate governance practices associated with long-term 
shareholder returns.

Vanguard’s Investment Stewardship team engaged with portfolio companies held by the Vanguard-
advised funds to understand how boards identified, disclosed and oversaw material risks to shareholder 
returns. Consistent with the passive nature of Vanguard’s equity index funds, the team did not seek to 
dictate company strategy or operations.

This report also describes our stewardship of client assets through our risk management and investment 
management practices, and through the policies, processes and governance structures that are designed 
to safeguard the interests of investors. Vanguard strives to maintain high standards of investment 
stewardship. We seek to clearly demonstrate the areas where we have made progress while being clear 
about areas where we have opportunities. It is in that spirit that we submit this report. We thank the 
FRC for its continued commitment to the high standards of stewardship practices.

Jon Cleborne

Managing Director

Vanguard Asset Management

4
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About the UK Stewardship Code 2026

media.frc.org.uk/documents/UK_Stewardship_Code_2026.pdf.

The UK Stewardship Code 2026 (the code) 
establishes the core principles of effective 
stewardship and sets a high standard of 
transparency for asset owners and for asset 
managers and the service providers that 
support them.2

2  The UK Stewardship Code 2026. Financial Reporting Council. 

 Being a signatory to the code 
demonstrates transparent reporting on and 
a commitment to the stewardship that is 
undertaken on behalf of clients and beneficiaries.

The code comprises a set of ‘apply and explain’ 
principles for asset managers and asset owners. 
The code offers flexibility for signatories to apply 
the principles in ways that are best tailored to 
their individual approaches and activities.

The Vanguard Group of Companies (Vanguard) 
is committed to effective corporate governance 
and the high stewardship standards set forth 
through the principles. We serve our clients 
by safeguarding and promoting long-term 
shareholder returns on behalf of Vanguard funds 
and their investors. The following report, and 
associated documents linked within, illustrate the 
stewardship policy and context disclosure and 
activities and outcomes with respect to VAM, part 
of Vanguard, for the reporting period. This report 
signals our intention to maintain our signatory 
status to the code.

http://media.frc.org.uk/documents/UK_Stewardship_Code_2026.pdf
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Policy and context disclosure

About Vanguard 

Purpose, strategy and culture
The Vanguard Group, founded in the US in 1975, 
is based on a simple but revolutionary idea: An 
investment company should manage its funds 
in the interests of its clients. The success of our 
approach has enabled us to become one of the 
most respected asset management companies, 
with offices worldwide, including our international 
head office in London, UK. We offer a broad range 
of investments, advice, and retirement solutions, 
alongside timely insights from Vanguard thought 
leaders for individuals, financial professionals, and 
institutions.

We are guided by Vanguard’s core purpose:  
To take a stand for all investors, to treat them 
fairly and to give them the best chance for 
investment success.

What sets Vanguard apart is our unique 
ownership structure in the US. Vanguard is owned 
by our US-domiciled funds, which in turn are 
owned by fund investors. This framework means 
we can offer high-quality mutual funds and ETFs 
that are among the lowest cost in the industry, 
enabling Vanguard investors to keep more of 
their returns to finance long-term goals, such as 
retirement.

This unique ownership structure drives the culture, 
processes and philosophies throughout Vanguard. 
As a result, our clients benefit from Vanguard’s 
client focus, experience, stability and long-term, 
disciplined investment approach.

Our investment philosophy is predicated upon 
four investing principles that have been intrinsic 
to our company since our inception and highlight 
our belief that investors are well-served by 
focusing on what they can control: creating clear, 
appropriate investment goals, developing a 
diversified mix (balance) of investments, keeping 
costs low and maintaining perspective and long-
term discipline. These investing principles underpin 
our approach to investments and advice and are 
evident in how we run our business.

As a steward of client assets, we analyse the 
material risks that can impact long-term 
investment returns in portfolio companies. We 
view our stewardship responsibilities as a natural 
extension of Vanguard’s core purpose.

An unwavering focus
The assets we manage belong to the more than 
50 million individual investors around the world 
who have chosen to trust Vanguard to preserve or 
grow their savings over time. It’s a responsibility 
we take seriously. Vanguard’s goal is to maximise 
our clients’ long-term investment returns, giving 
them the best chance for investment success 
as they save for important long-term financial 
goals. We believe investors should have choices 
that meet their financial needs and provide a 
range of high-quality, low-cost investment options 
that investors can choose from, based on their 
individual goals and preferences. Investors select 
the investments most appropriate for them based 
on the specific objectives set forth for those 
investments.

Valuing differences
To achieve our mission to provide investors with 
the best chance for investment success, Vanguard 
is committed to attracting and retaining the best 
talent. Our employees (whom we call ‘crew’) are 
dedicated to our mission, are drawn from diverse 
communities and can deliver the expertise that 
our clients expect. We also seek to foster an 
inclusive environment, because crew collaboration 
is essential to what we do, and we value an 
environment in which people feel supported and 
can thrive. This long-standing approach is who we 
are and how we ensure that we can deliver on our 
mission for our clients.

https://www.vanguardinvestor.co.uk/why-vanguard/four-simple-principles
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The ultimate long-term investor
Vanguard’s index funds seek to track specific 
benchmark indexes constructed by independent 
third parties using a full replication or sampling 
approach.3

3 	 Under a full replication approach, a fund buys and holds the securities in the fund’s benchmark index in proportion to each security’s weighting in 
the fund’s benchmark index. Under a sampling approach, a fund buys and holds a representative sample of securities in the index that 
approximates the full index in terms of key characteristics.

 Index fund managers buy and hold 
securities for as long as they are included in the 
funds’ specific benchmark (in accordance with 
investor flows) and capture the return that the 
relevant market provides. For the reporting 
period, approximately 84% of our global assets 
were held in broadly diversified index funds 
(Figure 1). Our long-term approach to investing 
has helped build wealth for tens of millions of 
everyday investors.

Figure 1.  
Vanguard global assets under management 
(AUM), by strategy, asset class and region

Indexed assets (84% of global AUM)

Active assets (16% of global AUM)

69.75%
13.48%
0.70%
0.05%

5.57%

Indexed equity

Indexed fixed income

Indexed balanced

Indexed money market

Active money market

4.70% Active equity

4.25% Active fixed income

1.50% Active balanced

Vanguard’s global AUM spans multiple regions

91.94%
3.70%
1.05%
0.94%

United States

United Kingdom

Europe (ex-UK)

Australia

0.93%
0.88%
0.43%
0.11%

Canada 

Asia

Americas (ex-Canada)

Middle East/other

Source: Vanguard, as of 31 December 2025. 
Notes: Figures may not sum to total because of rounding. 
The figures in the second chart represent AUM by fund 
domicile.

Vanguard follows a rigorous, disciplined process to 
guide our decision whether to launch a new fund. 
Before bringing a fund to market, we evaluate 
whether the idea has enduring investment 
merit, satisfies the long-term needs of its target 
investors, offers a compelling advantage over 
competitors and is feasible to launch. This 
occurs after a thorough analysis of the product 
development and design process, including 
analysis of any risks and legal or regulatory 
constraints. Our thorough fund research process 
reflects our commitment to deliver enduring, 
compelling investment products to our clients.

We provide a range of high-quality, low-cost 
investment options, including our product 
offerings in the UK. Investor assets managed 
by VAM are predominantly invested in our index 
funds, largely in equity funds (Figure 2).

Figure 2.  
VAM AUM by strategy and asset class

Indexed assets (97% of VAM AUM)

Active assets (3% of VAM AUM)

64.70%
18.70%
14.10%

0.90%

Indexed equity

Indexed fixed income

Indexed balanced

Active fixed income

0.70% Active equity

0.60% Active money market

0.30% Active balanced

Source: Vanguard, as of 31 December 2025.
Notes: Figures may not sum to total because of rounding.  
1% of AUM is managed by external managers.
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Delivering value to individual investors
In the UK, Vanguard’s strategy is focused on 
optimising our offer for retail investors, reached 
directly through our personal investor platform 
as well as through financial advisers and 
intermediaries (see Figure 3). We offer investment 
products and solutions through several tax 
wrappers, and clients can choose to build their 
own portfolios, invest in ready-made fund-of-fund 
portfolios or choose Vanguard to manage their 
portfolios for them.

We serve professional investors, including advisers 
who serve retail investors, through Vanguard 
Financial Advisor Services (FAS), which provides 
the adviser community with a wide range of 
high-quality, low-cost investment solutions and 
a varied programme of educational content and 
thought leadership.

Figure 3. 
VAM AUM by client type

42%
31%
27%

ETFs

Institutional investors

Retail investors

Source: Vanguard, as of 31 December 2025.
Notes: Figures may not sum to total due to rounding. 
Breakdown of investors in ETFs has not been provided as a 
split out between client types.

We have a history of regularly lowering our fees 
for investors since we entered the UK market in 
2009, to allow investors to keep even more of their 
returns and improve their chances of investment 
success. Our most recent assessment shows that 
the ongoing charges figures (as of 30 September 
2025) for our UK-domiciled funds continue to be 
among the lowest in the market.4

4 	 The ongoing charges figure (OCF) is a standardised methodology that enables investors to compare funds more easily. Based on the way our fees 
are charged, the OCF for our funds based on this methodology is usually the same as the annual management charge (which includes fees paid for 
investment management, administration, audit, depositary, legal, registration and regulatory fees). The OCFs and fees for all of our UK-domiciled 
funds are, on average, 71% cheaper than their Morningstar category average (73% cheaper in 2024). The comparison is of ongoing charges 
relative to a comparable share class of direct peers in their respective Morningstar category. Source: Morningstar, as of 30 September 2025.

 The quality of 
the overall experience that we provide has been 
recognised by consumer champion Which?, who in 
2025 awarded Vanguard’s UK Personal Investor 
platform a Great Value badge.	

https://www.vanguardinvestor.co.uk/content/dam/intl/europe/documents/en/assessment-of-value_uk-en.pdf
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Governance and resources

Vanguard Investment Stewardship
This report includes information about the 
work carried out by Vanguard Investment 
Stewardship on behalf of the Vanguard-advised 
funds and their investors for the reporting 
period. This encompasses the funds managed 
across Vanguard and is not confined to funds 
managed or stewarded in the UK only. Following 
the close of the reporting period, changes to 
Vanguard’s investment advisory structure led 
to the realignment of Vanguard’s Investment 
Stewardship function. Beginning in 2026, proxy 
voting responsibilities for Vanguard’s internally 
managed equity index funds will be carried out 
by two newly established teams: Vanguard 
Capital Management Investment Stewardship 
and Vanguard Portfolio Management Investment 
Stewardship. The creation of these two teams 
reflects Vanguard’s commitment to diversifying 
the voices within the proxy voting ecosystem.

During the reporting period, Vanguard’s 
Investment Stewardship programme was carried 
out by a team of experienced professionals 
based in Vanguard’s offices in the US, Europe 
and Australia. The team operated on behalf of 
the Vanguard-advised funds and was responsible 
for engaging with portfolio company leaders; 
researching, analysing and voting on matters at 
portfolio company shareholder meetings; and 
promoting governance practices associated with 
long-term investment returns.

Vanguard’s Investment Stewardship programme 
maintained three regionally focused teams 
responsible for portfolio companies domiciled in 
their regions: the Americas; Europe, the Middle 
East and Africa (EMEA); and Asia-Pacific (APAC). 

These regional teams were supported by three 
global teams dedicated to:

•	 Research and policy. The Research and Policy 
team was dedicated to ongoing research 
of corporate governance practices and 
proxy voting policy developments and drove 
the programme’s global perspective on 
governance topics.

•	 Communications and reporting. The 
Communications and Reporting team 
supported the articulation and publication 
of Vanguard Investment Stewardship’s 
regular reporting, proxy voting policies and 
perspectives on important governance topics. 

•	 Data, operations and controls. The Data, 
Operations and Controls team enabled 
the team’s research, analysis and risk 
controls through vendor oversight, platform 
management and technology innovation. This 
team monitored and mitigated risks associated 
with Vanguard Investment Stewardship’s 
activities on behalf of the Vanguard-
advised funds.

All engagement, company research and voting 
activities were overseen by senior leaders 
responsible for portfolio companies domiciled in 
specific geographic regions and markets.

Vanguard Investment Stewardship crew brought a 
wide range of experiences and skills to the team’s 
work. Senior leaders and analysts had deep 
expertise in areas including corporate governance, 
investment management, risk management, 
law, accounting, academia, corporate strategy, 
and public policy and regulatory affairs. Many 
crew members held or were pursuing advanced 
professional degrees and certifications including 
PhD, JD, MBA, CFA® and CPA.

In addition to its direct crew, Vanguard 
Investment Stewardship was supported by 
internal legal counsel, compliance and public policy 
teams, and it had access to expert resources on a 
cross-functional basis across Vanguard.
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Oversight of Vanguard Investment 
Stewardship
For our US-domiciled Vanguard-advised funds, the 
Investment Stewardship Oversight Committee 
(the Committee), at the direction of the board 
of trustees of each US Vanguard-advised fund, 
oversaw the proxy voting and stewardship activity 
with respect to the equity securities held in the 
funds. For our non-US-domiciled Vanguard-
advised funds, the Committee oversaw the proxy 
voting and stewardship activity with respect 
to the equity securities held in the funds to the 
extent permitted by law and subject to oversight 
by the funds’ regional boards.

The Committee provided ongoing oversight 
and guidance of all aspects of the Vanguard 
Investment Stewardship programme. This 
included providing the Investment Stewardship 
team with direction and input – in the context 
of policies approved by the relevant boards – 
regarding company engagements and proxy 
voting decisions on complex, novel or controversial 
matters. Committee members also assessed the 
funds’ proxy voting policies and guidelines.

The Committee included fund officers and senior 
executives from relevant functions including 
investment management, risk, legal, compliance, 
investment products, finance, international 
and investment stewardship. The Investment 
Stewardship Officer provided regular updates to 
the Committee throughout the year. Committee 
members attended select portfolio company 
engagements throughout the year to provide 
oversight of the Investment Stewardship 
programme. These interactions facilitated 
constructive dialogue to guide the direction of 
Vanguard’s Investment Stewardship programme.

The Investment Stewardship Officer also met 
with the boards responsible for overseeing the 
Vanguard-advised funds to review investment 
stewardship activities, solicit board member input 
and guidance on emerging matters, discuss the 
funds’ voting records and discuss any proposed 
changes or modifications to the funds’ proxy 
voting policies and guidelines.

Technology supporting Vanguard 
Investment Stewardship’s activities
Vanguard Investment Stewardship used data and 
technology as tools to determine how to prioritise 
the engagement, voting and promotion activities 
that the team believed would have greatest 
impact on long-term shareholder returns. The 
Data, Operations and Controls crew were located 
in Vanguard’s US and UK offices, enabling real-
time operational support and region-focused 
reporting to engagement and voting directors and 
analysts. Data and metrics informed the team’s 
internal policies and practices and drove efficient 
resource allocation decisions to best scale the 
team’s global engagement and proxy voting 
workflows.

Performance management
Vanguard’s global total rewards philosophy 
is based on the principle that ‘Vanguard crew 
members win when clients win.’ It aligns employee 
remuneration with our business strategy and 
the investment experience of fund shareholders. 
The remuneration policy of Vanguard Europe 
promotes sound and effective risk management, 
taking into account Vanguard Europe’s risk profile, 
long-term interests and strategy and the risks 
presented to it, including sustainability-related 
risks.5

5	 Vanguard European legal entities (together, Vanguard Europe) comprise: Vanguard Asset Management, Ltd. (VAM), Vanguard Investments UK, 
Limited (VIUK), Vanguard Group (Ireland) Limited (including its European branches) (VGIL), Vanguard Group Europe GmbH (VGEG), Vanguard 
Investments Switzerland GmbH (VISG), Vanguard Asset Services, Ltd., Vanguard UK Nominees Ltd. and Vanguard Pension Trustee UK Ltd.

 Vanguard Europe’s remuneration practices 
do not encourage risk-taking that exceeds 
Vanguard Europe’s Risk Appetite Statements.
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Policies, processes and review

Proxy voting policies and procedures
Each of the Vanguard-advised fund’s proxy voting 
policies and procedures were designed to promote 
and safeguard long-term shareholder returns 
by supporting effective corporate governance 
practices. The proxy voting policies detailed the 
general positions of the funds on proxy proposals 
that appear frequently at public companies 
(for example, proposals to approve executive 
remuneration). Country- or region-specific 
policies were also developed for markets where 
the funds had significant portfolio company 
holdings. These regional policies reflected local 
market nuances on regulatory requirements and 
governance practices. When Vanguard Investment 
Stewardship encountered a ballot item for which 
specific policies were not defined in the funds’ 
voting policies, the vote was determined on a 
case-by-case basis consistent with the pillars 
articulated in the funds’ proxy voting policies and 
each fund’s investment objective.

Vanguard Investment Stewardship regularly 
reviewed the Vanguard-advised funds’ proxy 
voting policies and procedures. At least annually, 
the team also reviewed the policies and submitted 
them with details of any recommended changes 
to the Committee and the relevant regional 
boards for consideration and approval.

Recommendations to update the proxy voting 
policies subject to the approval of each relevant 
board took into account evolving market 
standards, the legislative and regulatory 
landscape and emerging corporate governance 
practices.

An Engagement Policy was published in line 
with the Shareholder Rights Directive II (SRD II) 
requirements and can be found here.

How the Vanguard-advised funds voted
Vanguard Investment Stewardship independently 
administered proxy voting on behalf of the 
Vanguard-advised funds. Vanguard Investment 
Stewardship’s goal in the proxy voting process 
was to safeguard long-term shareholder returns 
for the funds and their investors. Proxy voting 
records for Vanguard’s global fund lineup can be 
viewed via an online tool here.

The team evaluated proxy ballot items and based 
the funds’ votes on clear, publicly disclosed policies 
approved by the board of each Vanguard-advised 
fund. The team assessed each proposal on its 
merits and conducted case-by-case assessments 
of the facts and circumstances at the company 
in question. Multiple inputs were used as part of 
the team’s research and voting process; however, 
all voting decisions were made independently on 
behalf of each Vanguard-advised fund.

Complex, contentious or novel voting matters 
were escalated to senior leaders within 
Investment Stewardship, who provided oversight 
of the analysis and approved the ultimate 
vote decision. Votes were further escalated to 
the Committee for input and direction when 
necessary.

A global summary of proxy votes cast by the 
Vanguard-advised funds for the reporting period 
can be found in the Appendix of this report.

https://www.ie.vanguard/content/dam/intl/europe/documents/ucits/vanguard-engagement-statement.pdf
https://vds.issgovernance.com/vds/#/MjAxMA==/
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Conflicts of interest and alignment of incentives

Vanguard’s Proxy Voting Conflicts of 
Interest Policy and Code of Ethical 
Conduct Policy
During the reporting period, Vanguard maintained 
a Proxy Voting Conflicts of Interest Policy to 
identify, manage and mitigate any actual or 
potential conflicts of interest in engagement or 
proxy voting activities or work in order to promote 
effective corporate governance practices on 
behalf of the Vanguard-advised funds. The Proxy 
Voting Conflicts of Interest Policy stated that all 
voting and engagement personnel must conduct 
their activities in a manner such that: (1) fund 
shareholders’ interests come first; (2) conflicts of 
interest must be mitigated to the greatest extent 
possible and (3) compromising situations must 
be avoided. The policy stated examples of when 
actual or potential conflicts may be present. It 
also listed additional measures taken to manage 
and mitigate potential or actual conflicts of 
interest, including a separation of Investment 
Stewardship and external client-facing roles; 
conflict reporting and recusal processes; guidance 
on refraining from voting; the use of independent 
third parties and guidance on voting shares of 
other Vanguard funds. Further, crew were subject 
to Vanguard’s Code of Ethical Conduct Policy that 
addressed conflicts of interest and had to attest 
compliance regularly. A summary of this policy can 
be found here.

The Vanguard Investment Stewardship team 
regularly received reports of self-disclosed 
potential conflicts for each crew member from 
Vanguard’s Compliance teams. The reported 
conflicts were reviewed against investment 
stewardship activities to ensure compliance with 

the Proxy Voting Conflicts of Interest Policy. 
Conflicts reported by crew were maintained in 
proxy voting and engagement recordkeeping 
systems to help proxy voting and engagement 
personnel identify all portfolio companies where 
a team member conflict was present. When 
necessary, proxy voting and engagement analysts 
worked with Compliance and the Investment 
Stewardship Data, Operations and Controls team 
to further understand the conflict and, if needed, 
reassign analyst coverage.

In 2025, there were no material instances of 
noncompliance with the policy. There was a 
process in place so that material instances of 
noncompliance, such as nonrecusal of a vote 
or engagement in which a conflict of interest 
existed, could be reported to the Committee, 
the Compliance team and the US Fund Board. 
For European funds, see the ‘Conflicts of 
interest monitoring and review’ section below. 
The Conflicts of Interest Council (CoI Council) 
reports trends and issues to the European Risk 
and Compliance Council and, if appropriate, 
the Boards.

Conflicts of interest monitoring 
and review
For Vanguard Europe, the CoI Council is the 
formal escalation body for potential or actual 
conflicts identified across the entities and 
funds. This includes any stewardship-related 
conflicts, which are typically reported first to 
the Committee, with any material conflicts 
then discussed at the CoI Council and added to 
Vanguard Europe’s Conflicts Register.

https://corporate.vanguard.com/content/dam/corp/what-we-care-about/pdf/code_of_ethics_external_012025.pdf
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Dialogue with clients/beneficiaries and disclosures

Disclosure of investment stewardship 
activities
During the reporting period, resources on 
investment stewardship at Vanguard could be 
found on Vanguard’s website, which served as the 
primary source of information about Vanguard’s 
Investment Stewardship programme. Vanguard’s 
website contained the Vanguard-advised funds’ 
proxy voting policies, annual reports, regional 
briefs, Insights articles, quarterly reports on 
significant votes and quarterly reports on the 
companies with which Vanguard Investment 
Stewardship engaged, as well as the topics 
discussed. Vanguard Investment Stewardship 
regularly engaged with fund investors, portfolio 
companies, regulators and other market 
participants to assess how it could best provide 
materials that were clear and informative 
regarding its approach.

Examples of Investment Stewardship reporting in 
2025 include:

•	 Annual investment stewardship reports: 
These reports outlined the global investment 
stewardship activities and outcomes for the 
prior calendar year. Each annual report included 
summaries of key governance developments 
that the team observed in different regions, 
case studies of company engagements and 
voting decisions and aggregate regional voting 
activities. The annual report for 2025 can be 
found here.

•	 Regional briefs: These reports highlighted 
the corporate governance topics and trends 
Vanguard Investment Stewardship observed in 
various markets during a given proxy year. An 
example can be found here.

•	 Quarterly engagement reports: Reports 
outlining company engagements, as well 
as the topics discussed in the engagement, 
were published on the Vanguard website on a 
quarterly basis. An example can be found here.

•	 Insights articles: Vanguard Investment 
Stewardship produced Insights articles 
throughout the year to provide timely 
explanations of Vanguard’s perspectives 
on important governance matters and the 
rationale behind certain notable, novel or 
contentious proxy ballot votes. Vanguard 
Investment Stewardship Insights were 
published throughout the year. For example, 
in 2025, the team published Insights to convey 
to portfolio companies and investors how 
Vanguard-advised funds’ proxy voting policies 
were applied for certain votes. An example can 
be found here.

•	 Proxy voting policies: The funds’ proxy voting 
policies were disclosed on Vanguard’s website 
and were updated at least annually.

•	 Proxy voting disclosures: The funds’ proxy votes 
were disclosed so that fund investors could see 
how the funds’ policies were applied and how 
the funds’ votes were focused on long-term 
shareholder returns. Vanguard Investment 
Stewardship disclosed the proxy voting records 
for Vanguard’s global fund lineup through an 
online tool that can be found here. The tool 
provided details of proxy votes cast by all 
Vanguard-advised funds for the most recent 
proxy year. The vote information for the most 
recent proxy year was published quarterly.

https://corporate.vanguard.com/content/dam/corp/advocate/investment-stewardship/pdf/policies-and-reports/2025_investment_stewardship_annual_report.pdf
https://corporate.vanguard.com/content/dam/corp/advocate/investment-stewardship/pdf/policies-and-reports/2025_uk_regional_brief.pdf
https://corporate.vanguard.com/content/dam/corp/advocate/investment-stewardship/pdf/policies-and-reports/quarterly_engagement_report_for_vanguard_advised_funds_q3_2025.pdf
https://corporate.vanguard.com/content/dam/corp/advocate/investment-stewardship/pdf/perspectives-and-commentary/updated_executive_pay_plans_at_barclays_plc.pdf
https://vds.issgovernance.com/vds/#/MjAxMA==/
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Incorporating client feedback
Vanguard investors have diverse priorities, 
values and objectives. In the UK, most Vanguard 
investors are served through direct-to-
client (personal investor) and intermediated 
(professional investor) businesses. Unlike 
professional asset owners such as pension 
schemes, Vanguard personal investor clients 
have generally not requested that Vanguard 
Investment Stewardship implement or align 
specific policies, and they have generally not 
requested to direct specific proxy votes. Vanguard 
Investment Stewardship voted pursuant to the 
proxy voting policies on a case-by-case basis 
in the best interest of Vanguard-advised fund 
shareholders; it was unable to accept bespoke 
proxy voting requests from clients.

Vanguard UK Personal Investor gathers client 
feedback through multiple channels, including 
client research, surveys, complaints and daily 
service interactions. This feedback is regularly 
reviewed by senior management and relevant 
teams across the business and plays a central role 
in shaping enhancements to our proposition, client 
experience and operational processes.

Additionally, FAS clients often have a direct 
relationship with FAS sales and service crew, 
which is a vital part of our client feedback loop. 
Client complaints are carefully monitored for 
themes and identifiable areas where we can 
improve our offerings. We also hear from FAS 
clients through themed research projects, helping 
us understand client needs and sentiment.

Vanguard Investor Choice
Launched in 2023, Vanguard US Investor Choice 
enables investors in certain equity index funds 
to express their perspectives on proxy voting 
by selecting from a balanced menu of proxy 
voting policy options. As of the end of 2025, 
Vanguard Investor Choice spanned 15 US equity 
index funds, including Vanguard 500 Index Fund, 
extending proxy voting choice to approximately 
20 million eligible investors. The participating 
funds represented $3 trillion in eligible assets 
and accounted for more than 50% of Vanguard’s 
total US-based equity index fund assets. Through 
a simple policy election, investors can direct how 
their proportionate share of fund holdings is voted 
at shareholder meetings, giving investors a clearer 
way to reflect their views in the voting process. 

Building on the momentum of the US program 
and in response to client interest, in 2025, 
Vanguard planned to launch our UK Investor 
Choice pilot to offer eligible UK professional 
intermediaries access to a focused set of 
differentiated proxy voting policy options. The 
pilot applies to a small group of UK-domiciled 
equity index mutual funds with exposure to both 
UK and US issuers. This initial, limited-in-scope 
pilot allows Vanguard to ensure operational 
feasibility in a new market and validate that 
the approach aligns with investor needs before 
considering broader market access.

https://corporate.vanguard.com/content/dam/corp/advocate/investment-stewardship/pdf/investor-choice/investor_participation_preferences.pdf
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Activities and outcomes report

Principle 1: Integrating stewardship and investments

Vanguard’s Investment 
Stewardship programme
Vanguard’s global Investment Stewardship 
programme had a clear mandate to safeguard 
and promote long-term shareholder returns on 
behalf of the Vanguard-advised funds and their 
investors.

The Vanguard-advised funds are primarily equity 
index funds. Index funds buy, hold or sell securities 
based on the composition of their designated 
benchmark index and capture the return that 
the relevant market provides. Indexing relies on 
healthy, efficient and fair capital markets to 
enable accurate securities pricing. Vanguard’s 
approach to investment stewardship operated 
within that context.

Vanguard’s Investment Stewardship programme 
was grounded in four pillars of good corporate 
governance: (1) board composition and 
effectiveness, (2) board oversight of strategy 
and risk, (3) executive pay and (4) shareholder 
rights. It also had an unwavering focus on 
promoting long-term shareholder returns for the 
Vanguard-advised funds and their shareholders. 
On behalf of the funds, Vanguard Investment 
Stewardship conducted engagements with 
portfolio companies, administered proxy voting 
and promoted corporate governance practices 
associated with long-term shareholder returns.

Vanguard Investment Stewardship sought to 
understand how portfolio company boards, 
which are elected to serve on behalf of all 

shareholders, including Vanguard-advised funds, 
effectively carried out their responsibilities. The 
team examined how boards were composed 
to provide for companies’ long-term success, 
how they consulted with management on 
strategy and oversaw material risks, how they 
aligned executives’ incentives with shareholder 
returns and how they provided and safeguarded 
shareholder rights.

Vanguard Investment Stewardship focused its 
activities on governance matters associated 
with long-term shareholder returns. This was 
informed by a range of factors, including financial 
materiality, insights gained through prior 
engagement activities such as observations of 
issuer responsiveness, recurring risk themes across 
sectors, or the efficacy of different engagement 
approaches across the markets.

With respect to companies held by the Vanguard-
advised funds, Vanguard Investment Stewardship 
did not seek to dictate portfolio company 
strategy or operations. The team believed 
that a well-composed board that oversees a 
properly incentivised management team was 
best positioned to determine the strategies and 
tactics that drive long-term shareholder returns 
at a given portfolio company. Similarly, Vanguard 
did not use investment stewardship activities to 
pursue public policy objectives. The team believed 
that setting public policy was appropriately the 
responsibility of elected officials.
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Vanguard’s Investment Stewardship 
programme safeguarded and promoted 
long-term shareholder returns on behalf 
of the Vanguard-advised funds and their 
investors by: 

•	 Engaging with portfolio company directors 
and executives to learn about each 
company’s corporate governance practices 
and to share our perspectives on corporate 
governance practices associated with long-
term shareholder returns.

•	 Voting proxies at portfolio company 
shareholder meetings based on the funds’ 
proxy voting policies.

•	 Promoting corporate governance practices 
associated with long-term shareholder 
returns through our published materials 
and participation in industry events.

Investment Stewardship’s global pillars of 
corporate governance
These four pillars of good corporate governance 
guided Vanguard Investment Stewardship’s 
efforts when engaging, voting and sharing 
perspectives on corporate governance practices 
on behalf of the Vanguard-advised funds. They 
were the foundation of the funds’ proxy voting 
policies, and each pillar linked back to Vanguard’s 
focus on safeguarding and promoting long-
term shareholder returns for the funds and their 
investors.

1. Board composition and effectiveness
Company board members are elected to 
represent the interests of all shareholders, and 
they have responsibilities that are critical to 
creating value for their company’s shareholders 
today, tomorrow and into the future. These 
responsibilities include hiring and planning for the 
succession of company management, overseeing 
the company’s strategy and material risks to that 
strategy, setting executive pay and establishing a 
strong foundation of corporate governance. Such 
responsibilities affect the long-term financial 
interests of investors, including the Vanguard-
advised funds.

Vanguard Investment Stewardship believed 
that a well-composed board was in the best 
position to make effective decisions on behalf 
of all shareholders. For this reason, the team 
took a board-centric approach to investment 
stewardship efforts. The team’s primary 
focus was understanding to what extent a 
company’s board consisted of individuals with 
the appropriate backgrounds, experiences and 
diversity of thought to enable independent, 
effective oversight of management, company 
strategy and material risks on behalf of all 
shareholders.

2. Board oversight of strategy and risks
Boards are responsible for effective oversight 
of a company’s long-term strategy and any 
material risks. Vanguard Investment Stewardship 
looked for highly effective boards that evidenced 
an ability to both support and challenge their 
management teams’ direction of strategy and 
mitigation of risks.

For these reasons, the team believed that boards 
should engage with management teams on 
strategy formation and that companies should 
maintain robust processes for their boards to 
evaluate and mitigate material risks to their 
company’s long-term investment returns, as 
outlined below. The team also believed that 
companies should disclose those risks and the 
processes for mitigating them to investors. In 
addition, the team believed that information 
regarding the procedures used to facilitate the 
board’s oversight of strategy and material risks 
should be publicly disclosed, and members of 
management and the board should discuss these 
topics with shareholders.

Public disclosure of material risks allows 
markets to effectively price those risks into each 
company’s valuation and share price. Over time, 
accurate company valuations are critical to 
ensuring that investors, including the Vanguard-
advised funds, are appropriately compensated for 
the investment risks they assume by investing in 
individual securities.
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3. Executive pay
Sound, performance-linked pay policies and 
practices that extend well beyond the following 
quarter or following year are fundamental to 
generating long-term investment returns. Norms 
regarding executive pay vary depending on factors 
that include a company’s competitive position, 
industry sector, size and geographic location. With 
that in mind, Vanguard Investment Stewardship 
did not take a one-size-fits-all approach to 
evaluating executive pay matters. In engagements 
on this topic, the team sought to understand 
the business environment in which pay-related 
decisions were made and how boards structured 
pay programmes to incentivise outperformance 
relative to a company’s peers over the long 
term. The team looked for companies to provide 
clear disclosure about the linkage between each 
company’s stated strategy, company performance 
and pay practices. Such disclosure allows 
shareholders to understand the degree to which 
a company’s executive pay practices are aligned 
with shareholders’ long-term investment returns.

4. Shareholder rights
Shareholder rights ensure that company boards 
and management adopt governance practices 
that serve the best interests of shareholders they 
represent. Such governance practices safeguard 
and support foundational rights for shareholders.

Vanguard Investment Stewardship looked for 
companies to adopt governance provisions, 
such as annual director elections, that required 
securing a majority of votes for approval 
and sought to understand how boards and 
management served the best interests of 
the shareholders they represented. While the 
funds do not themselves put forward nominees 
for portfolio company boards, Vanguard 
Investment Stewardship supported the right of 
an appropriate proportion of shareholders to 
call special meetings and to nominate directors 
for consideration by all shareholders. The team 
believed a well-functioning capital markets 
system required companies to have governance 
structures that safeguard and support 
foundational rights for shareholders.

Investment Stewardship as an 
independent function
While Vanguard Investment Stewardship was 
supported by professionals across Vanguard, 
Vanguard’s investment stewardship and 
investment management functions operated 
independently. Investment stewardship was 
not used as an active input to inform portfolio 
management decisions for the funds, because the 
funds seek to track benchmark indexes or follow 
quantitative models.

Fixed Income
Vanguard Fixed Income Group (FIG) credit 
research analysts engage with issuers, and these 
engagements are among the many inputs that 
FIG may use to assess material risk factors 
as part of its investment process for its fixed 
income funds. FIG credit research analysts speak 
with company management teams to discuss a 
range of matters that might pose a financial or 
reputational risk. Vanguard’s focus is on financial 
materiality, so analysts engage on significant risks 
and opportunities that could impact the issuer’s 
ability to meet its current and future obligations, 
including business strategy, capital policy, quality 
of company disclosures and specific idiosyncratic 
concerns. Engagements are held with issuers 
throughout the investment life cycle including the 
pre-investment stage, during the holding period 
and in the case of issuer distress events, such as 
restructuring or default.

While FIG aims to hold proactive engagements 
with companies, some engagements are reactive 
or held based on a materialised risk. For example, 
FIG credit research analysts may engage with 
companies to better understand the financial 
impact of specific emerging risks, proactively 
seek enhanced disclosures and understand 
how companies are working to mitigate risks. 
FIG continues to make improvements to its 
engagement efforts to ensure that our credit 
research analysts have the right data, the right 
conversations and consistent global processes 
to efficiently analyse and incorporate financially 
material risk factors within their investment 
processes.
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Externally managed funds
Investment stewardship responsibilities for 
Vanguard’s externally managed funds, which 
include active equity environmental, social and 
governance (ESG) funds, active equity non-ESG 
funds and balanced funds, are conducted by the 
third-party investment advisers who manage 

those funds, allowing these advisers to fully 
integrate their stewardship approaches with their 
unique investment processes. Each third-party 
investment adviser that Vanguard partners with 
maintains its own policies and guidelines designed 
to meet its proxy voting obligation.
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Principle 2: Promoting well-functioning markets

Framework and approach
Vanguard Europe places considerable focus 
and resources on assessing and managing risks 
across the company. We believe that appropriate 
identification and effective management of risk is 
key to our clients’ long-term financial success, and 
in the case of market-wide and systemic risks, it 
can promote a well-functioning financial system.

Vanguard’s global overall risk-mitigation approach 
employs three primary lines of defence:

1.	Vanguard’s business units, which include areas 
ranging from client-facing teams to shared 
service functions, such as technology and 
finance, are responsible for the assessment 
of risks within their respective purviews and 
for the development of processes and control 
frameworks to mitigate potential impacts to 
Vanguard clients.

2.	Vanguard’s corporate risk functions, including 
Enterprise Risk Management and the Office 
of the General Counsel (consisting of Legal 
and Compliance), establish enterprise-wide 
risk policies and methodologies across all 
areas of our operations and businesses. At 
the enterprise level, chief risk officers are 
embedded within businesses and key shared 
service areas and serve as advisers to address 
the unique needs of each business and division. 
In line with the enterprise model, Vanguard’s 
European Chief Risk Officer maintains 
responsibilities for our Europe business.

3.	Vanguard Internal Audit, an independent 
and objective team directly accountable to 
Vanguard’s board of directors, assesses the 
adequacy of internal controls to enhance 
the governance and oversight of enterprise 
risks and risk management and highlights 
improvement opportunities to leadership.

Vanguard Europe’s Enterprise and Risk 
Management Framework (ERMF), which is based 
on the common risk management frameworks 
used by all Vanguard businesses, is designed 
to address the inherent risks arising from or 
related to activities throughout Vanguard 
Europe’s businesses and to facilitate a consistent 
approach to risk management. Supported by 
robust governance, the ERMF helps inform our 
business strategy and operating model and 
reflects Vanguard’s risk appetite and core values 
of integrity, focus and stewardship. Our risk 
management process, undertaken in a ‘business-
as-usual’ mode, is ongoing, dynamic and iterative.

Vanguard seeks to address a broad spectrum 
of risks and has established clear standards 
for identifying, assessing and managing them. 
We use several principal categories to assess 
risk, including operational, corporate, financial, 
strategic, investment management, regulatory, 
extended enterprise, technology and reputational. 
Our clear and consistent approach enables us to:

•	 Aggregate and compare risks across Vanguard 
Europe to identify themes and opportunities 
for efficient remediation;

•	 Share and discuss all risks in a common 
language throughout the organisation;

•	 Identify and analyse risk trends and

•	 Compare with external benchmarks.
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Principal steps in our risk 
management process:

•	 Identify risks: Identify potential harms 
arising from ongoing business operations.

•	 Assess risk exposure: Evaluate key risks 
across business operations, clients 
and financial markets, across various 
time horizons.

•	 Analyse impact and likelihood: Assess 
the potential severity and probability 
of identified risks, including the use of 
stress testing and scenario analysis where 
appropriate, to inform strategic and 
financial planning.

•	 Manage and mitigate risks: Define 
and implement management actions, 
remediation plans and internal controls  
to mitigate risks to acceptable levels.

•	 Provide assurance and oversight: Monitor 
risk outcomes and the effectiveness of 
management actions to provide confidence 
to stakeholders regarding the level and 
nature of risks faced.

Key market risks
Key market risks are identified, assessed, 
measured and monitored on an ongoing basis. 
Regular review is central to our investment risk 
governance model, with top risks considered 
with respect to our risk appetite as set by our 
enterprise risk framework and in agreement 
with senior leaders. Our Regional Investment 
Risk Council meets at least quarterly to formally 
review top investment risks. 

Liquidity risk
Liquidity is a financial institution’s capacity to 
meet its cash and collateral obligations without 
incurring unacceptable losses. Liquidity is critically 
important for the effective functioning of our 
financial system in all market conditions but is 
only fully tested in extreme market conditions.

As a trusted steward of client assets, Vanguard 
considers effective liquidity risk management 
and oversight to be an essential part of our risk 

management process. As one of the largest global 
asset managers, with expertise spanning many 
asset classes, we are well-placed to identify early 
signs of market stress.

Our liquidity risk management tools are 
multifaceted and comprise both standard and 
nonstandard mechanisms. Standard tools for 
Vanguard’s European funds, including UK and 
Irish funds, include offsetting investor flows and 
employing net asset value swing pricing. Swing 
factors and related policies are overseen by an 
expert committee that ensures transaction costs 
are regularly reviewed, and factors are adjusted 
appropriately to prevent dilution of fund assets. 
Nonstandard tools include mechanisms that 
safeguard existing investors from more extreme 
liquidity challenges, such as fund gating (the 
temporary restriction of fund redemptions) and 
the availability of secured credit lines (short-term 
bank loans to fund liability shortfalls). These 
tools are underpinned by a robust fund liquidity 
risk management and monitoring process that is 
tailored to each asset class and strategy.

For example, given the complexity and breadth of 
the asset class, the fixed income universe requires 
a more comprehensive set of liquidity modelling 
heuristics. Our investment teams also continue to 
evaluate strategies that strengthen fund liquidity 
profiles whilst maintaining risk exposures that are 
aligned with investment objectives.

Service provider failure
This risk arises from the failure to adequately 
identify, select and monitor third-party service 
providers to ensure that they maintain and 
demonstrate strong operational efficacy as well 
as strategic and corporate cultural alignment. 
This is particularly pertinent where a third 
party underpins one or more of our important 
business services.

Each Vanguard third-party service provider is 
carefully selected from a competitive pool of high-
quality institutions. We have in place documented 
outsourcing agreements, due diligence activity 
and business continuity plans, along with 
business-as-usual oversight. We undertake a 
proportionate and stringent due diligence process 
when activities are outsourced based on criticality.
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The Vanguard European businesses maintain a 
Third-Party Service Provider Oversight Policy that 
complements our enterprise policy. It is supported 
by a register of relevant arrangements and a set 
of implementation guidelines designed to enable 
a consistent approach to the governance and 
assessment of the quality of service provided 
by external third parties and compliance with 
regulations. The policy is also supported by 
vendor oversight functions and relevant formal 
governance that provide oversight of our critical 
external service providers. Defined processes for 
reporting on critical service provider performance 
enable a flow of information on governance of 
services throughout the organisation.

Total or partial failure of a critical external 
partner is one of several risks Vanguard assesses 
through key risk scenarios, which help us measure 
and understand risk exposures, their potential 
impacts, what appropriate contingencies are 
required and where to allocate capital. As part 
of this assessment, we request that all third 
parties that underpin an important business 
service actively participate in our scenario stress-
testing schedule.

Business resilience
Vanguard’s integrated Operational Resilience 
and Business Continuity Management function 
is maintained to ensure that operations can 
continue and clients can be served during any 
significant local or global disruption. Our resilience 
approach is designed so that clients, the financial 
markets and our people are protected, while 
ensuring that all critical operations are recovered 
and restored within impact tolerances.

Since the foundational framework under the 
UK’s Financial Conduct Authority (FCA) and 
Central Bank of Ireland operational resilience 
requirements was established, continued evolution 
and strengthening of our capability has been 
achieved. By the end of 2025, a transition from 
traditional business continuity principles to an 
end-to-end, important business service approach 
has been completed, embedding resilience directly 
into the operating model.

At the core of the programme is a ‘resilience by 
design’ philosophy. Resilience is considered early 
and deliberately across processes, technology 

architecture, people, data and third parties. We 
now take a holistic view of how our important 
business services operate across the European 
business. Through this lens, points of fragility 
are identified, potential client or market harm 
is understood and appropriate controls and 
mitigation strategies are designed to prevent 
intolerable disruption.

Over the past year, further maturation of the 
framework has been achieved, and vulnerabilities 
identified through testing, industry benchmarking 
and internal review are being addressed. Key 
achievements include:

•	 Governance forums and reporting structures 
have continued to be leveraged to ensure 
effective oversight, transparency and 
accountability.

•	 The global and regional crisis management 
framework has been updated and cross-
jurisdiction crisis simulations with senior 
leadership have been conducted.

•	 Third-party resilience assessments have been 
improved to focus on concentration risk, service 
interdependencies and end-to-end service 
continuity.

•	 Exit and substitution planning for critical 
service providers has been strengthened.

Throughout 2025 and into 2026, a broad range of 
resilience and continuity tests has been executed, 
including:

•	 Europe-wide emergency communication 
exercises;

•	 Multiple crisis management exercises with 
global and regional leadership; and

•	 Advanced important business service scenario 
stress tests incorporating technology 
disruption, third-party outages, cyber events 
and service degradation, some of which 
included third parties.

These tests have continued to provide valuable 
insights, enabling the strengthening of 
controls, remediation of vulnerabilities and 
reinforcement of the resilience of our important 
business services.
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Looking ahead, the focus for 2026 remains clear: 
The strength, responsiveness and adaptability 
of Vanguard’s resilience framework will continue 
to be enhanced to stay aligned with evolving 
client needs, technological advancements and 
regulatory expectations.

Promoting effective corporate 
governance practices
Vanguard Investment Stewardship, on behalf 
of the Vanguard-advised funds, promoted 
governance practices associated with long-
term shareholder returns by publicly sharing 
perspectives on corporate governance matters 
through published materials, speaking at industry 
events and conferences, supporting certain 
governance codes, standards or regulatory 
frameworks and offering perspectives to 
policymakers. For example, in 2025, members 
of Vanguard Investment Stewardship attended 
governance-related events across the US, UK, 
Ireland, Germany, Switzerland, the Netherlands, 
Italy and Australia and shared perspectives on key 
governance matters at several of these events.

Involvement with third-party groups
External organisations can advance constructive 
dialogue on important investment topics. 
Vanguard may participate in external 
organisations that align with Vanguard’s mission 
and our focus on long-term investment outcomes 
if we believe that doing so advances our objective 
of helping investors achieve investment success.

In practice, this has included collaboration 
with external organisations on areas such as 
advice reform, changes to the ISA regime and 
improving retirement outcomes. These activities 
are intended to provide evidence‑based insights, 
support informed policymaking and advance 
outcomes for investors.

We routinely assess participation in external 
organisations to ensure that our involvement 
continues to align with Vanguard’s mission and 
investment perspectives and does not conflict 
with our duties to investors. In every instance, 
Vanguard maintained our independence in 
engagement activities with portfolio companies 

and in making proxy voting decisions, in 
accordance with the Vanguard-advised 
funds’ proxy voting policies and with the goal 
of promoting and safeguarding long-term 
shareholder returns. That included Vanguard’s 
involvement with any trade association, industry 
group or initiative. Vanguard spoke independently 
on matters of importance to our clients.

Vanguard did not make any commitments to 
third-party groups that superseded our duty to 
our clients. Vanguard also did not collaborate with 
other investors to engage with individual issuers 
to achieve specific outcomes. If we determined 
that an organisation’s mandate had changed, 
that it no longer aligned with Vanguard’s mission 
or investing perspectives or that its strategies or 
actions created a credible risk of confusion about 
Vanguard’s involvement or independence, we 
would have reassessed our engagement with the 
organisation. 

Engagement with policymakers
Vanguard also works with global policymakers 
to support the interests of long-term investors. 
Vanguard takes a data-driven, nonpartisan 
approach to public policy, helping policymakers 
better understand and improve financial markets 
and investor outcomes. 

In 2025, we engaged with policymakers on a 
variety of matters, including:

•	 Investor choice in proxy voting: Vanguard 
engaged with policymakers, including 
those in the US and the UK, on the value of 
empowering fund shareholders to have a say 
in the approach to index fund investment 
stewardship. For example, Vanguard engaged 
with policymakers from the US Securities and 
Exchange Commission, the US Congress, the 
US Department of Labor, and the US Treasury 
Department to understand their perspectives 
on fiduciary duty, matters of corporate 
governance and proxy voting in index funds. 
Vanguard also engaged with policymakers from 
the FCA and other relevant UK stakeholders 
to support the development and launch of 
the initial UK Investor Choice pilot. Vanguard 
has been a leader and advocate of policy and 
initiatives related to empowering shareholders 
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through programmes like Investor Choice. 
This has important implications for corporate 
governance and stewardship of these assets, 
including engagements with policymakers who 
have sought to limit the ability of index funds to 
vote proxies. This initiative is ongoing.

•	 Omnibus engagement: Vanguard engaged with 
EU policymakers on the Omnibus and changes 
to the Corporate Sustainability Reporting 
Directive and the Corporate Sustainability Due 
Diligence Directive to advocate for streamlining 
disclosures in ways that provide decision-useful 
information for investors.

•	 Sustainable Finance Disclosure Regulation 
(SFDR) engagement: Ahead of the publication 
of the SFDR review, Vanguard engaged with 
the European Commission by participating in a 
call for evidence advocating for clear category 
criteria that define sustainable investments 
for investors. Engagement will continue 
through 2026.

•	 Private assets: In the US, Vanguard contributed 
thought leadership on (and advocacy for) 
private assets in retirement plans by publishing 
a paper in October 2025 that evaluated the 
prospect of expanding access to private 
assets in US defined contribution retirement 
plans. The paper evaluated the expansion of 
access from three perspectives: (1) investment 
merit for everyday investors, (2) retirement 
plan sponsor considerations and (3) potential 
trade-offs policymakers may wish to consider. 
The paper can be found here. In Australia, 
we submitted a letter in April 2025 about 
the Australian Securities and Investment 
Commission’s consultation on private markets. 
Our submission focused on the importance 
of risk and suitability assessments when 
expanding retail investor access to private 
markets, standards that we believe should be 
considered globally.

•	 Liquidity risk management (LRM): In February 
2025, Vanguard submitted a comment 
letter to the International Organization of 
Securities Commissions (IOSCO) regarding 
our LRM consultations. Our letter emphasised 
that effective LRM must be tailored to each 
fund’s specific characteristics. The letter 
cautioned against a one-size-fits-all liquidity 
categorisation regime and urged IOSCO 
to preserve flexibility in the use of liquidity 
management tools. Since submitting our letter, 
we have engaged with national authorities to 
support their implementation of IOSCO’s LRM 
recommendations in a manner that enables 
adoption of fund-specific, high-quality LRM 
practices.

•	 Retail investment system: In July 2025, 
Vanguard published a research paper, Core 
Components of a Successful Retail Investment 
System, outlining eight policy recommendations 
that could encourage individuals to invest. By 
encouraging individuals to invest, we can drive 
greater financial security for millions of people 
and build more resilient retail investment 
systems. The paper can be found here.

•	 Targeted support: In February 2025, Vanguard 
submitted a response to the FCA’s Consultation 
Paper on Targeted Support. Our response 
highlighted our support for this initiative and 
outlined areas of remaining potential challenge. 
Vanguard then participated in a policy sprint in 
which a select group of firms worked through 
a live example of a targeted support use case. 
This initiative is now in its near final stages, and 
the regime is due to go live in April 2026.

https://corporate.vanguard.com/content/dam/corp/public-policy/policy-research/private_assets_in_defined_contribution_plans_benefits_risks_and_implications.pdf
https://www.vanguard.co.uk/content/dam/intl/europe/documents/en/core-components-of-successful-retail-investment-system-pro.pdf
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Principle 3: Engagement

How Vanguard Investment Stewardship 
engaged with portfolio companies on 
behalf of the Vanguard-advised funds
As referenced previously on page 10, candid 
and constructive discussions with directors and 
executives of companies held in the Vanguard-
advised funds were a core part of Vanguard’s 
Investment Stewardship programme. Over time, 
these dialogues enabled Vanguard Investment 
Stewardship to deepen its understanding of, and 
share perspectives on, a wide range of corporate 
governance topics associated with long-term 
shareholder returns. These topics aligned with 
Vanguard Investment Stewardship’s four pillars of 
good corporate governance. Vanguard Investment 
Stewardship believed that ongoing engagement 
with leaders of the portfolio companies held in 
the funds was a valuable way to inform voting 
at portfolio company shareholder meetings. An 
Engagement Policy was published in line with  
SRD II requirements and can be found in more 
detail on page 11.

With respect to companies held by the funds, 
Vanguard Investment Stewardship did not seek 
to influence or dictate strategy or operations, nor 
did the funds submit shareholder proposals or 
nominate board members. Vanguard Investment 
Stewardship believed that a well-composed 
board, overseeing a properly incentivised 
management team, was best positioned to 
determine the strategies and tactics that 
drive long-term shareholder returns at a given 
portfolio company. Similarly, Vanguard did not use 
investment stewardship activities to pursue any 
public policy objectives. The team believed that 
public policy was appropriately the responsibility 
of elected bodies and officials.

In 2025, Vanguard Investment Stewardship 
conducted 1,542 engagements globally regarding 
1,336 portfolio companies. This represented 66% 
of the Vanguard-advised funds’ total AUM.

How Vanguard Investment Stewardship 
prioritised engagement
Vanguard Investment Stewardship evaluated 
engagement requests from portfolio companies 
thoroughly and carefully determined whether 
an engagement was warranted. The team 
considered, among other factors, the company’s 
proposed agenda items, the funds’ exposure to 
the company and any questions that may have 
informed the Vanguard-advised funds’ voting 
decisions.

In most engagements, members of Vanguard 
Investment Stewardship met with members 
of a company’s board of directors (typically 
independent directors), members of the executive 
management team, corporate secretaries, 
investor relations professionals or general 
counsels, depending on the topic of discussion. 
In some cases, such as when there was a need to 
understand all perspectives regarding a pending 
shareholder proposal, the team met separately 
with dissident shareholders to inform the funds’ 
voting decisions.

For each engagement, Vanguard Investment 
Stewardship developed meeting objectives 
based on the facts and circumstances of the 
company with which it engaged. For example, the 
team may have focused on understanding what 
structures and processes a board had in place to 
enable effective oversight of material risks, or the 
team may have discussed particular items on the 
ballot to inform their analysis and execution of 
a vote at a company’s shareholder meeting. The 
team tracked engagement activity and topics 
discussed during engagements. Not all outcomes 
of engagements were publicly reported; however, 
a cross-section of engagement outcome examples 
can be found in the case studies on pages 26 
through 28.
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Methods of Investment Stewardship 
engagement
The majority of Vanguard Investment 
Stewardship’s engagements took place via 
videoconference, while some took place in person. 
The team also commonly shared perspectives 
and engaged with portfolio companies by email, 
particularly during proxy seasons.

Portfolio company progress monitoring 
and escalation
Vanguard Investment Stewardship reviewed how 
portfolio companies held in the Vanguard-advised 
funds evolved their governance practices and 
public disclosures over time. In instances where 
Vanguard Investment Stewardship observed that 
a company had not taken appropriate steps to 
evolve its governance practices and disclosures, 
Vanguard Investment Stewardship considered 
the appropriate methods of approaching each 
situation, such as by directly engaging with 
company directors and executives or by voting 
in support of a relevant shareholder resolution. 
Such steps were taken case by case, based on a 
determination of what was in the best interest of 
each Vanguard-advised fund that was invested in 
the company in question.

Vanguard Investment Stewardship maintained 
notes of all engagements to inform future votes 
and to enable monitoring of how companies’ 
governance practices evolved over time.

Collaborative engagement
Vanguard did not collaborate with other investors 
to engage with individual issuers to achieve 
specific outcomes. However, Vanguard Investment 
Stewardship did participate in certain external 
organisations and initiatives to remain connected 
to regional developments in corporate governance 

disclosure. If we determined that an organisation’s 
mandate had changed, that it no longer aligned 
with Vanguard’s mission or investing perspectives 
or that its strategies or actions created a credible 
risk of confusion about Vanguard’s involvement 
or independence, we would have reassessed our 
engagement with the organisation. Regardless 
of Vanguard’s membership status in any given 
organisation, our role as an investment manager 
is to uphold the stated investment objectives of 
each fund selected by our investors.

Engagement case studies
These discussions, which were initiated by 
portfolio companies and Vanguard Investment 
Stewardship, enabled the team to gain insights 
into how the funds’ portfolio companies were 
governed, informed the funds’ voting on a 
wide range of proposals and gave the team 
the opportunity to share perspectives on the 
corporate governance practices that can drive 
long-term shareholder returns.6

6 	 References to ‘we’ and ‘our’ in all of the following case studies refer to Vanguard’s legacy Investment Stewardship programme.

The case studies that follow are representative 
of the engagements conducted by Vanguard 
Investment Stewardship with portfolio company 
leaders around the world in 2025 and are 
organised by the team’s four pillars of good 
corporate governance.

Engagements by pillar

Board composition 
and effectiveness
Board oversight 
of strategy and risk

Executive pay

Shareholder rights

77%

65%

48%

14%

Source: Vanguard, as of 31 December 2025.
Note: Percentages reflect rounding.
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Board composition and effectiveness
Director independence at Hanwha Ocean Co. Ltd.
Region: APAC

Engagement
Hanwha Ocean Co. Ltd. (Hanwha Ocean) is a 
South Korea-listed shipbuilding business with 
experience in commercial ships and offshore 
plants. Under the South Korean Commercial 
Code, companies with total assets exceeding 
WON 2 trillion (approximately $1.41 billion US 
dollars) are classified as large enterprises and 
therefore must ensure that the majority of their 
board members are independent directors. 
Hanwha Ocean is subject to these requirements.

Based on our analysis of Hanwha Ocean’s public 
disclosures ahead of the company’s 2025 annual 
meeting, it appeared that a majority of the board 
members were not independent. In line with 
the funds’ proxy voting policies, we looked for 
boards of noncontrolled companies to be majority 
independent, and our evaluation of portfolio 
company boards was informed by relevant 
market-specific governance frameworks, such as 
the South Korean Commercial Code.

We contacted the company to better understand 
the board’s approach to and assessment of board 
composition in light of the requirements set by the 
South Korean Commercial Code. The company 
stated that, according to their records, the board 
met the relevant independence requirements, with 
a majority of members being outside directors. 
We shared the information and disclosures we 
analysed prior to the annual meeting, including 
the proxy statement and board information 
available on the company’s website, and company 
leaders clarified that the company website was 
undergoing updates and may contain information 
that was not up to date.

Outcome
Following our exchange, the company updated 
online information regarding its current board 
composition. The updated information disclosed 
that Hanwha Ocean’s board consisted of nine 
members, five of whom were independent 
directors, thus meeting the South Korean 
Commercial Code’s requirement.

Board oversight of strategy and risk
Shareholder proposal regarding human capital 
management at Marks and Spencer Group plc
Region: EMEA

Engagement
Marks and Spencer Group plc (M&S) is a UK-listed 
retailer. In 2025, a group of shareholders proposed 
a resolution requesting detailed data disclosures 
relating to human capital management. The 
binding proposal requested that M&S produce 
a report that would provide investors with 
information regarding the company’s approach 
to human capital management, including the 
rate of turnover for hourly employees and a cost/
benefit analysis of introducing a minimum pay 
rate set to the real Living Wage for employees 
and contractors.7

7	 The Living Wage Foundation estimates the real Living Wage based on its assessment of ‘the actual cost of living, including essentials like housing, 
food, transport and other everyday needs’.

In reviewing the company’s public disclosures, 
we noted that M&S disclosed in its annual 
report that it already paid all directly employed 
staff the real Living Wage, which is higher than 
the legally required National Minimum Wage. 
In response to the shareholder proposal, M&S 
publicly disclosed that it has Global Sourcing 
Principles, which are the company’s guidelines for 
and expectations of its supplier partners. These 
Principles are supported by a suite of publicly 
available M&S policies and overseen by the 
board’s Environmental, Social and Governance 
Committee.

During our engagement, company leaders 
reiterated that they adhere to UK laws and 
further asserted their ongoing commitment to 
maintaining clear and comprehensive disclosures 
and board oversight. The company shared that 
the board oversees the review of new contracts 
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related to sourcing and supplier partnerships. 
They also shared their perspective that wage-
setting is an operational matter and emphasised 
that the company did not believe it necessary to 
report beyond their current disclosures which, in 
their view, were already fulsome.

Outcome
We assessed that the proposal sought disclosures 
that extended beyond legal requirements and 
sought to influence company practices that were 
operational in nature. Consequently, the funds did 
not support the shareholder proposal.

Executive pay
Say on Pay at Simon Property Group Inc. 
Region: Americas

Engagement
Simon Property Group Inc. (Simon) is a US-
listed real estate investment trust (REIT). At 
the company’s 2025 annual meeting, the funds 
voted in favor of the company’s advisory vote on 
executive compensation. The decision followed 
our review of the company’s 2024 compensation 
plan, which included awards tied to Simon’s 
investments outside of traditional real estate 
opportunities, such as intellectual property 
licensing, retail and asset management. These 
other platform investments (OPI) awards were 
linked to the sale of Simon’s entire interest in 
Authentic Brands Group. Our engagement with 
company representatives, the company’s executive 
compensation disclosures and the company’s 
compensation governance (as demonstrated by 
the structural changes made to the OPI awards 
in response to shareholder feedback) all informed 
the fund’s decision to support the proposal.

Ahead of the 2025 vote, we observed a notable 
increase in CEO pay, largely driven by the OPI 
awards. To better understand the rationale, we 
engaged with members of Simon’s board and 
management team. They explained that the 
awards were designed to reward executives 
for successful investments outside of real 
estate, similar to profit-sharing models used 
by traditional investment firms. Simon last 
issued OPI awards in 2022 based on the initial 
monetisation of a portion of its investment in 

Authentic Brands Group. Since then, in response 
to shareholder feedback, Simon shifted its 
OPI award structure from cash bonuses tied 
to transaction events to stock-based awards 
that better align with long-term performance. 
The board also highlighted improvements such 
as linking awards to realised profit instead of 
transaction events.

Outcome	
Simon outperformed many peers and relevant 
REIT benchmarks over short- and long-term time 
horizons. We assessed that the compensation 
plan structure showed meaningful enhancements 
that reinforced pay and performance alignment, 
and we observed that relative pay versus 
performance was aligned. Simon also continued 
to demonstrate what we assessed to be strong 
governance in its compensation disclosures.

Based on these factors, the funds supported 
the proposal.

Shareholder rights
Bylaw amendments at Temenos AG
Region: EMEA

Engagement
At the 2025 annual meeting of Temenos AG 
(Temenos), a Swiss-listed provider of banking 
technology platform services, the company sought 
approval for an amendment to its bylaws to allow 
shareholders owning the lower of CHF 1 million in 
nominal value (representing approximately 0.27% 
of share capital at Temenos) or 0.5% of share 
capital at Temenos to retain the right to submit 
proposals. The funds supported the proposal.

This outcome followed the company’s 2024 annual 
meeting, where Temenos submitted a bundled 
proposal intended to amend its bylaws to align 
with updates to the Swiss Code of Obligations 
(the Swiss Code). While most bylaw amendments 
the company proposed were consistent with 
the revised Swiss Code, the bundle included a 
proposal to raise the threshold for shareholders 
to submit proposals from share ownership with 
a nominal value of CHF 1 million (representing 
approximately 0.27% of share capital at Temenos) 
to a fixed percentage of 0.5% of share capital at 
Temenos. This change was not required by law, 
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as the company’s existing ownership threshold 
already met Swiss standards. The funds did not 
support the proposal at the 2024 meeting due to 
concerns regarding the potential negative effects 
on shareholder rights.

Outcome
In 2025, we engaged with company leaders, 
including the chair and vice chair of Temenos’s 
board. During our engagement, company leaders 
provided additional context for the previously 
proposed bylaw amendments and reiterated their 
perspective that the proposals were intended 
to align the bylaws with Swiss law. Following 
our engagement, company leaders reached out 
to us and shared that they were considering 
amending the initial proposal before resubmitting 
it for shareholder approval in 2025. In reviewing 
the 2025 proposal, we assessed that the revised 
shareholding requirements adequately maintained 
shareholders’ existing right to submit proposals. 
As such, the funds supported the proposal at the 
2025 annual meeting.

How Vanguard engages with portfolio 
companies on behalf of the Vanguard-
advised fixed income funds
FIG credit analysts engage directly with issuers to 
inform their assessment of financial and material 
ESG risks.

These engagements are separate from 
Investment Stewardship’s activities and provide 
analysts with important insights into factors that 
may affect an issuer’s creditworthiness and bond 
performance.

Through regular meetings, analysts evaluate how 
issuers identify, manage and disclose material 
risks, including ESG matters, and consider the 
impact of these risks on future obligations. 
Improved disclosure supports better pricing of 
risks in bond markets and enables FIG to make 
more informed investment decisions for Vanguard 
funds. FIG continues to refine its stewardship 
practices to ensure analysts have robust data, 
effective engagement frameworks and consistent 
processes globally for integrating material ESG 
considerations into credit research.
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Principle 4: Exercising rights and responsibilities

How the Vanguard-advised funds voted
Vanguard Investment Stewardship independently 
administered proxy voting on behalf of the 
Vanguard-advised funds. Vanguard Investment 
Stewardship’s goal in the proxy voting process 
was to safeguard long-term shareholder returns 
for the funds and their investors. The team 
evaluated proxy ballot items and based the 
funds’ votes on clear, publicly disclosed policies. 
The team assessed each proposal on its merits 
and conducted case-by-case assessments of 
the facts and circumstances at the company in 
question. Multiple inputs were used as part of 
the team’s research and voting process; however, 
all voting decisions were made independently on 
behalf of each Vanguard-advised fund. Complex, 
contentious or novel voting matters were 
escalated to senior leaders within Investment 
Stewardship, who provided oversight of the 
analysis and approved the ultimate vote decision. 
There was an option to further escalate votes to 
the Committee for input and direction, as well as 
ultimate approval, when necessary.

A global summary of proxy votes cast by the 
Vanguard-advised funds for the reporting period 
can be found in the Appendix of this report.

Proportion of shares voted
For the reporting period, the Vanguard-advised 
funds voted at 99% of eligible meetings. A fund 
may have refrained from voting some or all of 
its shares on a particular matter if doing so was 
impracticable or was not in the best interests of 
the fund and its shareholders. Such situations 
may have arisen if, for example, the expected 
cost of voting exceeded the expected benefits 
of voting. These circumstances may have arisen 
due to liquidity constraints imposed by voting, 
securities lending, untimely ballots or materials or 
limitations on voting as a result of a company’s 
governing documents or applicable law, regulation 
or agreements with regulators.

Most matters on which the Vanguard-advised 
funds voted concerned routine corporate 
governance matters, such as the election of board 
directors, the ratification of auditors and the 
approval of executive pay. Whether evaluating 
routine matters proposed by management or 
proposals put forth by another shareholder, 
Vanguard Investment Stewardship was guided 
by a focus on maximising long-term shareholder 
returns at each portfolio company in which the 
Vanguard-advised funds invested.

Inputs into Investment Stewardship’s 
research process
To ensure sound, investor-aligned decision-making 
on proxy voting matters, and to gain additional 
perspectives on the nuances of corporate 
governance in different markets, Vanguard 
Investment Stewardship conducted independent 
analysis using data from multiple sources, 
starting with company disclosures and regulatory 
filings and including engagements with company 
representatives. As part of this process, Vanguard 
Investment Stewardship used data aggregation 
and proxy voting platform services provided by 
several proxy advisory firms. The data from these 
third-party providers served as only one of many 
inputs into Vanguard Investment Stewardship’s 
research and voting processes. The team’s use of 
data and perspectives from multiple sources to 
inform its decision-making process should not be 
conflated with reliance on any external party’s 
recommendations or agendas.

Although the team reviewed data and 
perspectives from multiple sources to inform 
its voting, Vanguard Investment Stewardship 
assessed and voted independently on the basis 
of the funds’ proxy voting policies and procedures 
and in the long-term interests of the Vanguard-
advised funds and their investors. The team 
had well-established risk oversight processes 
and proprietary systems to monitor the funds’ 
shares and voting rights and manage the proxy 
voting process.
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Securities lending
Vanguard funds engage in securities-lending 
activity to seek to generate incremental revenue 
for portfolios that can enhance returns for 
fund shareholders. There may be occasions 
when Vanguard needs to restrict lending of 
or recall securities that are on loan in order 
to vote at a shareholder meeting. For the 
Vanguard-advised funds, Vanguard Investment 
Stewardship managed processes, in partnership 
with Vanguard’s Securities Lending team, to 
monitor securities on loan and to evaluate any 
circumstances that may require us to restrict or 
recall the stock.

In making these decisions, Vanguard considered:

•	 The subject of the vote and whether, based on 
Vanguard Investment Stewardship’s knowledge 
and experience, it believed this topic could be 
material to the corporate governance or long-
term performance of the company;

•	 The funds’ individual and aggregate equity 
investment in a company in the context of its 
ownership and voting structure, and whether 
the team estimated that voting the funds’ 
shares would affect the shareholder meeting 
outcome; and

•	 The long-term impact to fund shareholders, 
evaluating whether the benefits of voting a 
company’s shares would outweigh the benefits 
of stock-lending revenues in a particular 
instance.

Voting case studies
The case studies that follow give examples of 
the rationale for voting decisions conducted by 
the Vanguard Investment Stewardship team on 
behalf of the Vanguard-advised funds in 2025.8

8  References to ‘we’ and ‘our’ in all of the following case studies refer to Vanguard’s legacy Investment Stewardship programme.

Board composition and effectiveness
Director capacity and commitments at Ecolab Inc.
Region: Americas

Analysis and voting rationale
At the 2025 annual meeting of Ecolab Inc. 
(Ecolab), a US-listed company that provides 
water, hygiene and infection prevention solutions 
and services, the funds supported the election of 
all director nominees after reviewing disclosures 
related to their capacity and commitments.

Ahead of the meeting, we assessed the 
commitments of one director, who was a sitting 
CEO and held nonexecutive board positions at 
two majority-owned subsidiaries of the company 
at which he was CEO. Due to these commitments, 
we identified that the director was potentially 
overboarded. However, in reviewing Ecolab’s 2025 
proxy statement, we noted that the ownership 
structure of the subsidiaries where the individual 
also served as a director were majority-owned 
and controlled by the parent company.

As articulated in the funds’ proxy voting policies, 
we evaluated director capacity and commitments 
on a case-by-case basis, taking into consideration 
the facts and circumstances at each company 
in question. In general, based on our policies, 
having fewer outside board roles and external 
commitments ensures that directors remain 
focused and engaged on core responsibilities 
of company strategy and management 
oversight, thereby driving performance, 
enhancing governance and supporting long-term 
shareholder returns. Directors’ responsibilities 
are complex and time-consuming. Therefore, 
we sought to understand whether the number 
of directorship positions held by an individual 
makes it challenging for them to dedicate the 
requisite time and attention to effectively fulfill 
their responsibilities at each company (sometimes 
referred to as being overboarded).

When evaluating a director’s capacity across 
boards under common control, we considered 
whether the director’s overlapping responsibilities 
mitigate concerns about excessive commitments. 
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We also recognised that consistent board 
representation across related entities may 
enhance strategic alignment, strengthen 
oversight of risk and may be common in certain 
industries or regions.

Outcome
We reviewed Ecolab’s disclosures to understand 
the context of the director’s outside commitments 
and assess their impact on effectiveness. Based 
on Ecolab’s public disclosures, we found no 
evidence that the roles at the subsidiaries would 
impair the director’s effectiveness on Ecolab’s 
board. As a result, the funds supported the 
director’s election.

Board oversight of strategy and risk
Merger transaction at Enterprise Bancorp Inc.
Region: Americas

Analysis and voting rationale
At the 2025 special meeting of Enterprise 
Bancorp Inc., a US-listed bank, the funds voted in 
support of a merger agreement with Independent 
Bank Corporation, another US-listed bank. In 
recent years, we have observed an increase in 
transaction activity among US regional banks. 
When evaluating mergers and acquisitions, we 
assessed whether we believed it was likely that a 
given transaction would create long-term returns 
for shareholders. We used a governance-centric 
lens to analyse a deal’s impact on shareholder 
returns, focusing on four key areas: valuation, 
rationale, board oversight of the process and the 
governance profile of the combined entity.

Outcome
In reviewing the merger in question, we noted that 
the board conducted a robust solicitation process 
and deployed a strategic transaction committee 
to oversee the deal. We did not identify concerns 
with valuation, and company disclosures indicated 
several strategic reasons why the merger was 
in the best interests of shareholders, including 
increased scale and improved access to capital. 
In addition, the surviving entity was expected 
to offer shareholders an improved governance 
profile. For these reasons, we determined that the 

merger was in shareholders’ long-term financial 
interests, and the funds voted in support of the 
transaction.

Executive pay
Remuneration policy at GSK plc 
Region: EMEA

Analysis and voting rationale
We assessed the remuneration policy at the 2025 
annual meeting of GSK plc (GSK), a UK-listed 
pharmaceutical company and manufacturer of 
vaccines and medicines. While we recognised 
that the proposed changes to the executive pay 
package would result in a meaningful increase 
in potential overall remuneration, we considered 
GSK’s rationale for the changes to be reasonable 
and compelling. The company disclosed its 
process, which included a comprehensive global 
peer benchmarking analysis and detailed evidence 
of the relevance of its global footprint, particularly 
the prominence of the US to the company’s 
business and operations.

Outcome
We concluded that the proposed changes were 
intentionally aligned with the company’s long-
term strategy and pay philosophy to have 
awards subject to rigorous, performance-based 
targets. As a result, the funds supported GSK’s 
remuneration policy.

Shareholder rights
Takeover defense measures at TBS Holdings Inc.
Region: APAC

Analysis and voting rationale
TBS Holdings Inc. (TBS Holdings) is a Japan-
listed media and broadcasting holding company. 
In 2025, TBS Holdings continued to adopt a 
poison pill without first seeking shareholder 
approval. Because the company bypassed a 
shareholder vote, we were unable to assess the 
appropriateness of the poison pill and whether its 
true objective was to form a legitimate takeover 
defense plan or to entrench management.
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Outcome
In line with the funds’ proxy voting policy, the 
funds voted against the chair and president 
of TBS Holdings given concerns regarding the 
limitation of shareholder rights over several years.

Reporting conflicts of interest
Where conflicts are present, we follow the process 
outlined in the conflicts of interest policy. No 
material matters were identified in 2025.

Other asset classes
FIG engages with portfolio companies of fixed 
income funds. See page 28 for further details.
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Principle 5: Selection and oversight of managers

In focus: Vanguard’s Oversight and 
Manager Search team
Vanguard’s Oversight and Manager Search 
team (OMS) is responsible for overseeing 
the performance of both internal investment 
management teams and Vanguard Europe’s 
actively managed investment products, 
which are sub-advised by external managers. 
OMS oversees the performance of each 
investment manager and any subadvisers, 
and recommends new advisers. Each current 
and prospective internal or external manager 
is assessed on a regular basis against six 
primary criteria: (1) firm, (2) people, (3) 
philosophy, (4) process, (5) portfolio and (6) 
performance.

OMS’s approach to sustainability-related 
risk is evaluated within the context of these 
six criteria. The team performs ongoing 
evaluations and due diligence of an adviser 
and looks to understand the adviser’s 
utilisation and quality of research and 
resources, the incorporation of material 
factors into portfolio decision-making 
and the adviser’s approach to investment 
stewardship and exercising shareholder 
rights, all specific to the materiality and 
relevancy to the adviser’s investment 
mandate. For example, where stewardship 
is viewed as central to a manager’s 
approach or investment edge, the team 
regularly tracks, analyses and discusses 
the manager’s stewardship efforts, which 
could include company engagements, proxy 
voting or sustainability analyses and relevant 
outcomes.

A manager’s stewardship approach and 
sustainability-related risk governance and 
integration are among many factors assessed 
and would not alone warrant termination if 
assessed negatively. Instead, OMS would engage 
with the manager(s), where deemed material 
to the operation of the investment mandate, 

to monitor progress. Vanguard may continue 
to utilise a manager even if there is a negative 
assessment in relation to ESG integration. Where 
an impact to fund performance was a result of 
a consistent underappreciation of relevant risks, 
then the engagement would be escalated with 
the manager.

Delegated manager of the actively 
managed ESG funds (active ESG funds)

Choosing the right active manager
Vanguard Europe selects delegated managers 
for the active ESG funds using a qualitative 
assessment framework that focuses on long-term 
investment discipline, alignment with the fund’s 
ESG objectives and the strength of a manager’s 
governance and research capabilities. Depending 
on the strategy, this may involve allocating to 
internal teams or appointing external managers 
with specialist expertise and strong alignment to 
Vanguard Europe’s investment philosophy.

Internal versus external management
Internal management is typically preferred for 
scalable strategies or where Vanguard Europe 
has established in-house expertise. For certain 
active equity strategies, Vanguard Europe uses 
external managers whose specialist capabilities 
complement our own and enhance client 
value. These managers benefit from long-term 
mandates and operational support, allowing them 
to focus on investment and sustainability delivery. 
For example, in relation to the active ESG funds, 
Wellington Management Company (Wellington) 
serves as the delegated manager responsible for 
implementing the sustainability approach in line 
with the funds’ requirements.

Vanguard does not get involved in interaction 
between portfolio companies and an external 
manager that is sub-advising a Vanguard fund. 
Consequently, stewardship engagement by 
those managers may differ from Vanguard’s, 
focusing on different risks or other topics with 
issuers. What follows is an example of an external 
manager’s approach to proxy voting.
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Engagement example: Eversource Energy
Eversource Energy (Eversource) is a public utility 
holding company that provides regulated electric, 
natural gas and water services in the US. The 
manager engaged with Eversource’s senior 
management to assess progress on its publicly 
disclosed climate strategy and commitments to 
emissions reduction. Eversource expects that the 
recent regulatory clarity for utility companies will 
support continued investment in decarbonization 
without financially constraining the business.

Eversource has reported an almost 30% reduction 
in Scopes 1 and 2 GHG emissions since 2018. The 
company has set a target to reduce emissions 
by 45% by 2035 and to reach net-zero by 2050. 
Eversource outlined its ongoing capital investment 
programme and the role of green bonds in funding 
renewable-energy projects. The company has 
outstanding green bonds for the financing and 
development of a 62 megawatt generation facility 
in Massachusetts, where 100% of the electricity 
will be derived from solar energy resources. The 
manager will continue to engage with senior 
management and monitor progress against their 
climate initiatives and milestones.
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Principle 6: Monitoring service providers

Selection and monitoring of 
service providers
Vanguard has a robust programme in place 
to identify, select and continually monitor 
third-party goods and service suppliers to 
ensure they maintain and demonstrate strong 
strategic and cultural alignment. Vanguard has 
defined a global third-party risk management 
framework, risk-based requirements and roles 
and responsibilities for managing and providing 
oversight to third-party engagements. The policy 
defines the pre- and post-contract requirements 
and complementary risk and controls Vanguard 
expects when onboarding and continuing to utilise 
a supplier engagement. Periodic risk metrics and 
reporting monitors for adherence to risk-based 
standards and are tailored based on third-party 
criticality. Third-party risk management provides 
independent risk oversight and advisory and 
consultative advice to business leaders who 
manage their extended enterprise through a 
third-party service supplier.

Vanguard Investment Stewardship’s Data, 
Operations and Controls team enabled every 
aspect of Vanguard’s Investment Stewardship 
programme’s research, analysis and risk controls 
through vendor oversight, platform management 
and technology innovation. As part of its remit, 

this team monitored existing relationships with 
service providers, including proxy advisers, as 
well as potential suppliers of research, disclosure 
services, news and data and technology 
solutions that may have helped the Investment 
Stewardship team. Risk profile categorisations, 
based on Vanguard’s third-party risk management 
policy, influenced the specific oversight model 
that was in place for each supplier. The team 
used a performance-evaluation framework in 
managing supplier relationships, monitoring key 
performance indicators to determine the ongoing 
suitability of the relationship and having regular 
discussions with vendors to provide feedback 
and address any performance-related matters. 
Each prospective supplier was evaluated against 
existing relationships for how it would fit into the 
research process and its ability to drive value for 
Vanguard’s Investment Stewardship programme. 
No material changes were made with respect to 
the service providers utilised during the reporting 
period. All services were delivered satisfactorily by 
the team’s suppliers in 2025.

No third parties, such as proxy advisers or 
investment consultants, conduct engagements 
on behalf of the Vanguard-advised funds. All 
engagements are conducted by Vanguard 
stewardship personnel.
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Appendix 

Global summary of proxy votes cast by Vanguard-advised funds in the 12 months ended  
31 December 2025.

US

Alignment with  
Vanguard Investment 
Stewardship pillars Proposal type

Management Shareholder

Number of 
proposals % for

Number of 
proposals % for

Board composition  
and effectiveness

Elect directors 23,474 98% 53 4%

Other board-related 281 95% 58 2%

Board oversight of
strategy and risk

Approve auditors  3,870 100% — —

Environmental and social — — 241 0%

Executive pay
Management Say on Pay 3,078 98% — —

Other compensation-related 1,988 79% 21 0%

Shareholder rights Governance-related 470 86% 171 29%

Other proposals

Adjourn/other business 675 78% — —

Capitalisation 1,207 88% — —

Mergers and acquisitions 272 97% — —

Other — — 12 8%

Americas ex-US

Alignment with  
Vanguard Investment 
Stewardship pillars Proposal type

Management Shareholder

Number of 
proposals % for

Number of 
proposals % for

Board composition  
and effectiveness

Elect directors 3,797 79% 188 57%

Other board-related 1,195 63% 18 6%

Board oversight of
strategy and risk

Approve auditors  381 98% — —

Environmental and social 2 100% 46 0%

Executive pay
Management Say on Pay 187 98% — —

Other compensation-related 376 80% 3 0%

Shareholder rights Governance-related 462 91% 4 25%

Other proposals

Adjourn/other business 637 92% — —

Capitalisation 452 97% — —

Mergers and acquisitions 139 98% — —

Other — — 29 10%
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UK

Alignment with  
Vanguard Investment 
Stewardship pillars Proposal type

Management Shareholder

Number of 
proposals % for

Number of 
proposals % for

Board composition  
and effectiveness

Elect directors 4,238 99% 17 0%

Other board-related 30 100% 40 0%

Board oversight of  
strategy and risk 

Approve auditors 1,129 100% — —

Environmental and social 7 0% 1 0%

Executive pay
Management Say on Pay 766 97% — —

Other remuneration-related 227 96% 1 0%

Shareholder rights Governance-related 552 100% — —

Other proposals

Adjourn/other business 822 100% — —

Capitalisation 2,732 100% — —

Mergers and acquisitions 139 94% — —

Other — — 4 0%

Europe*

Alignment with  
Vanguard Investment 
Stewardship pillars Proposal type

Management Shareholder

Number of 
proposals % for

Number of 
proposals % for

Board composition  
and effectiveness

Elect directors 8,662 94% 207 40%

Other board-related 5,239 97% 251 37%

Board oversight of 
strategy and risk

Approve auditors  2,615 99% — —

Environmental and social 20 0% 15 0%

Executive pay
Management Say on Pay 2,924 81% — —

Other remuneration-related 2,018 94% 16 0%

Shareholder rights Governance-related 1,049 97% 13 69%

Other proposals

Adjourn/other business 3,805 95% — —

Capitalisation 6,094 97% — —

Mergers and acquisitions 249 95% — —

Other — — 94 32%

* The Europe proxy voting table includes figures also represented in the UK proxy voting summary table.
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Middle East and Africa

Alignment with  
Vanguard Investment 
Stewardship pillars Proposal type

Management Shareholder

Number of 
proposals % for

Number of 
proposals % for

Board composition  
and effectiveness

Elect directors 2,861 44% 7 0%

Other board-related 1,482 98% 3 33%

Board oversight of 
strategy and risk 

Approve auditors 593 84% — —

Environmental and social 2 0% — —

Executive pay
Management Say on Pay 267 89% — —

Other remuneration-related 948 79% — —

Shareholder rights Governance-related 938 57% 1 0%

Other proposals

Adjourn/other business 1,578 90% — —

Capitalisation 861 90% — —

Mergers and acquisitions 874 91% — —

Other — — 2 0%

Asia

Alignment with  
Vanguard Investment 
Stewardship pillars Proposal type

Management Shareholder

Number of 
proposals % for

Number of 
proposals % for

Board composition  
and effectiveness

Elect directors 25,596 96% 2,418 90%

Other board-related 7,501 47% 91 15%

Board oversight of 
strategy and risk 

Approve auditors 4,675 99% — —

Environmental and social — — 50 0%

Executive pay
Management Say on Pay — — — —

Other remuneration-related 7,206 89% 108 62%

Shareholder rights Governance-related 13,242 53% 673 74%

Other proposals

Adjourn/other business 16,076 85% — —

Capitalisation 17,330 96% — —

Mergers and acquisitions 5,794 98% — —

Other — — 366 48%
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Australia and New Zealand

Alignment with  
Vanguard Investment 
Stewardship pillars Proposal type

Management Shareholder

Number of 
proposals % for

Number of 
proposals % for

Board composition  
and effectiveness

Elect directors  824 97%  10 0%

Other board-related  30 10%  1 0%

Board oversight of 
strategy and risk 

Approve auditors  52 100%  —   —

Environmental and social  7 0%  8 0%

Executive pay
Management Say on Pay  293 93%  — —

Other remuneration-related  580 94%  —   —

Shareholder rights Governance-related  78 100%  6 0%

Other proposals

Adjourn/other business  4 100%  —   —

Capitalisation  126 99%  — —

Mergers and acquisitions  37 100%  —   —

Other  — —  2 0%

Global

Alignment with  
Vanguard Investment 
Stewardship pillars Proposal type

Management Shareholder

Number of 
proposals % for

Number of 
proposals % for

Board composition  
and effectiveness

Elect directors  62,870 93%  2,583 81%

Other board-related  14,724 73%  408 25%

Board oversight of 
strategy and risk 

Approve auditors  11,724 99%  — —

Environmental and social  31 6%  359 0%

Executive pay
Management Say on Pay  6,624 90%  — —

Other remuneration-related  12,731 88%  141 43%

Shareholder rights Governance-related  14,350 60%  794 62%

Other proposals

Adjourn/other business  22,169 88%  —  —

Capitalisation  24,810 96%  —  —

Mergers and acquisitions  6,491 96% — —

Other  —   —  485 41%



global.vanguard.com

Important Information
This document is designed for use by, and is directed only at, persons 
resident in the UK.

The information contained in this document is not to be regarded 
as an offer to buy or sell or the solicitation of any offer to buy or 
sell securities in any jurisdiction where such an offer or solicitation 
is against the law, or to anyone to whom it is unlawful to make 
such an offer or solicitation, or if the person making the offer 
or solicitation is not qualified to do so. The information in this 
document is general in nature and does not constitute legal, tax 
or investment advice. Potential investors are urged to consult their 
professional advisers on the implications of making an investment in, 
holding or disposing of shares, and the receipt of distribution from 
any investment. For further information on the fund’s investment 
policies and risks, please refer to the prospectus of the UCITS/NURS 
and to the KIID/KII before making any final investment decisions. 
The KIID/KII for this fund is available, alongside the prospectus via 
Vanguard’s website https://global.vanguard.com.

Vanguard Investment Series plc and Vanguard Funds plc have been 
authorised by the Central Bank of Ireland as a UCITS and have been 
registered for public distribution in certain EEA countries and the 
UK Prospective investors are referred to the funds’ prospectus for 
further information Prospective investors are also urged to consult 
their own professional advisers on the implications of making an 
investment in, and holding or disposing shares of, the funds and the 
receipt of distributions with respect to such shares under the law of 
the countries in which they are liable to taxation.

The Manager of Vanguard Investment Series plc and Vanguard 
Funds plc is Vanguard Group (Ireland) Limited Vanguard Asset 
Management, Limited is a distributor of Vanguard Investment 
Series plc and Vanguard Funds plc

Issued by Vanguard Asset Management, Limited, which is authorised 
and regulated in the UK by the Financial Conduct Authority.

© 2026 Vanguard Asset Management 
Limited. All rights reserved.
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