Vanguard Investment
Stewardship Insights
Why climate change matters to long-term investors
Vanguard publishes Investment Stewardship Insights to promote good corporate governance practices
and to provide public companies with our perspectives on important governance topics and key votes.
This is part of our growing effort to enhance disclosure of Vanguard’s investment stewardship voting and
engagement activities. We aim to provide additional clarity on Vanguard’s stance on governance matters
beyond what a policy document or a single vote can do.

The earth’s climate is changing in unprecedented
ways, with far-reaching implications for individuals,
society, companies, and the global economy. As a
steward of lifetime savings for more than 30 million
people around the world, and as a practically permanent investor
in more than 10,000 companies, Vanguard cares deeply about the
long-term impact of climate risk. In the coming decades, most
companies will affect or be affected by the changing climate.
As a fiduciary, Vanguard views climate change as a material risk
to long-term investors. Most Vanguard investors are saving for
long-term goals such as retirement, which can take decades to
achieve. In addition, Vanguard funds are built for the long term.
When a Vanguard index fund invests in a public company, it could
theoretically hold that stock forever—or as long as the company
is listed in the underlying benchmark. With this indefinite horizon,
our funds must focus on how companies are setting themselves
up to stay relevant today, tomorrow, and well into the future.

The role of investment stewardship
While Vanguard does not tell companies how to run their
businesses, it’s our role and responsibility to ensure that
companies are properly governed by their elected boards
of directors. Good corporate governance can create and
preserve value over the long term. On behalf of Vanguard
funds, our Investment Stewardship team votes proxies and
meets (or “engages”) with company boards to advocate for
good governance practices and strong risk oversight. Over the
years, the market’s expectations on climate risk have evolved,
and Vanguard’s have too. Vanguard is rarely the loudest voice
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in public climate debates, but we have been among the most
actively engaged. We are motivated to protect the value of
our clients’ assets.
We meet regularly with many of the largest carbon-emitters.
During the 2019 proxy year, we spoke with more than 250
companies in carbon-intensive industries and discussed how their
boards oversee climate change risks, including those related to
regulation, reputation, technological disruption, litigation, shifts
in supply and demand, and physical risks such as rising sea levels
and extreme weather events. And even outside of industries such
as energy, utilities, transportation, materials, and agriculture, few
companies will be entirely insulated from the impacts of climate
risk. We continue to press for progress across our portfolio.
We recognize that when Vanguard funds vote on climate matters,
it can send an important message to a company and to the rest
of the market about what Vanguard believes to be in the best
interest of investors. We take this responsibility seriously.
We carefully analyze every climate-related proposal. At companies
where climate matters present material risks, the funds are
likely to support shareholder proposals that seek reasonable
and effective disclosure of greenhouse gas emissions or other
climate-related metrics. The funds may also support proposals
that ask companies to pursue climate risk mitigation targets, such
as those aligned to the goals of the Paris Agreement. The funds
are unlikely to support proposals requiring companies to make
specific operational changes, such as phasing out a business or
product; we generally view such proposals as overly prescriptive.

The role of a corporate board
We advocate that public companies be aware of their role in
the changing climate. Whether a carbon producer or a carbon
consumer, every company factors into the climate equation.
For companies where climate risk is a direct material risk, we
have the following expectations on behalf of the Vanguard funds:
Climate-competent boards. Boards need to get smart on
climate risk. This means having directors with relevant expertise,
participating in ongoing climate education, and maintaining
perspectives that are independent of management. We expect
active, independent monitoring of climate issues and integration
of climate risks into strategic and financial planning.

Effective disclosure. Our interest is in transparency; when
the market has relevant information, a company’s stock price
will more accurately reflect climate-related risk and opportunity.
Climate-related disclosures should be aligned to investor-oriented
frameworks such as those set forth by the Task Force on Climaterelated Financial Disclosures, so that they may be compared over
time and across peers.
Risk mitigation. Since 2015, the goals set forth in the Paris
Agreement have become a widely accepted standard for
countries and companies aiming to address climate change.
Where climate change is a material risk, Vanguard encourages
companies to set targets that align with these goals and to
disclose them clearly.
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Korea, including but without limitation the Foreign Exchange Transaction Act
and Regulations thereunder. The shares or units of any Vanguard financial and
investment products have not been registered under the Financial Investment
Services and Capital Markets Act of Korea, and none of the shares and units
of any Vanguard financial and investment products may be offered, sold or
delivered, or offered or sold to any person for re-offering or resale, directly or
indirectly, in Korea or to any resident of Korea except pursuant to applicable
laws and regulations of Korea.

The contents of this document and any attachments/links contained in this
document have been prepared in good faith. Please note that the information
may have become outdated since its publication, and any information sourced
from third parties is not necessarily endorsed by The Vanguard Group, Inc.,
and all of its subsidiaries and affiliates (collectively, the “Vanguard Entities”).

In Singapore: This document has not been registered as a prospectus with the
Monetary Authority of Singapore. Accordingly, this document and any other
document or material in connection with the offer or sale, or invitation for
subscription or purchase, of shares may not be circulated or distributed, nor
may shares be offered or sold, or be made the subject of an invitation for
subscription or purchase, whether directly or indirectly, to persons in
Singapore other than (i) to an institutional investor pursuant to Section 304 of
the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”) or (ii)
otherwise pursuant to, and in accordance with the conditions of, any other
applicable provision of the SFA.

This document contains links to materials which may have been prepared in
the United States and which may have been commissioned by the Vanguard
Entities. They are for your information and reference only and they may not
represent our views. The materials may include incidental references to
products issued by the Vanguard Entities.
The information contained in this document does not constitute an offer or
solicitation and may not be treated as an offer or solicitation 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 Vanguard Entities may be
unable to facilitate investment for you in any products which may be offered
by the Vanguard Group, Inc.
No part of this document or any attachments/links contained in this document
may be reproduced in any form, or referred to in any other publication, without
express written consent from the Vanguard Entities. Any attachments and any
information in the links contained in this document may not be detached from
this document and/or be separately made available for distribution.
This document is being made available in Hong Kong by Vanguard Investments
Hong Kong Limited (CE No.: AYT820) (“Vanguard Hong Kong”). Vanguard Hong
Kong is licensed with the Securities and Futures Commission (“SFC”). The
contents of this document have not been reviewed by the Securities and
Futures Commission in Hong Kong. Investment involves risk. Past performance
is not indicative of future results. Investors are advised to consider their own
investment objectives and circumstances. If you are in any doubt, you should
seek professional advice.
In China, the information contained in this document does not constitute a
public offer of any investment products in the People’s Republic of China (the
“PRC”).
No Vanguard fund is being offered or sold directly or indirectly in the PRC to
the PRC public. Further, no legal or natural persons of the PRC may directly or
indirectly purchase any of Vanguard funds or any beneficial interest therein
without obtaining all prior governmental approvals that are required by the
PRC (which includes conducting due approval or registration or filing
formalities under the PRC laws), whether statutorily or otherwise. Persons
who come into possession of this document are required by the issuer to
observe these restrictions.
In Taiwan, Vanguard funds are not registered and may not be sold, issued or
offered. No person or entity in Taiwan has been authorized to offer, sell, give
advice regarding or otherwise intermediate the offering and sale of any
Vanguard funds in Taiwan.
The Vanguard Entities do not make any representation with respect to the
eligibility of any recipients of this document to acquire the shares or units of
any Vanguard financial and investment products therein under the laws of

In Brunei: This document relates to a private collective investment scheme
under the Securities Markets Order, 2013 and the regulations thereunder
(“Order”). This document is intended for distribution only to specific classes of
investors as specified in the Order and must not, therefore, be delivered to, or
relied on by, a retail client. The Autoriti Monetari Brunei Darussalam
(“Authority”) is not responsible for reviewing or verifying any prospectus or
other documents in connection with this collective investment scheme. The
Authority has not approved this document or any other associated documents
nor taken any steps to verify the information set out in this document and has
no responsibility for it. The units to which this document relates may be illiquid
or subject to restrictions on their resale. Prospective purchasers of the units
offered should conduct their own due diligence on the units.
In Malaysia: No action has been, or will be, taken to comply with Malaysian
laws for making available, offering for subscription or purchase, or issuing any
invitation to subscribe for or purchase or sale of the shares/units in Malaysia
or to persons in Malaysia as the shares/units are not intended by the issuer to
be made available, or made the subject of any offer or invitation to subscribe
or purchase, in Malaysia. Neither this document nor any document or other
material in connection with the shares/units should be distributed, caused to
be distributed or circulated in Malaysia. No person should make available or
make any invitation or offer or invitation to sell or purchase the shares/units in
Malaysia unless such person takes the necessary action to comply with
Malaysian laws.
In the Philippines: The securities being offered or sold herein have not been
registered with the Securities and Exchange Commission under the Securities
Regulation Code of the Philippines (“Code”). Any future offer or sale thereof is
subject to registration requirements under the Code unless such offer or sale
qualifies as an exempt transaction.
In Thailand: The document has not been approved by the Securities and
Exchange Commission which takes no responsibility for its contents. No offer
to the public to purchase the Shares/Units referred in the document will be
made in Thailand and this document is intended to be read by the addressee
only and must not be passed to, issued to, or shown to the public generally.
In Indonesia: This document does not constitute an offer to sell nor a
solicitation to buy securities in Indonesia.
Copyright, trademark and other forms of proprietary rights protect the
contents of this document. You may not copy, publish and/or distribute any
derivative works from the information from this document.
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