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Our goal when investing is to create long-term value for our clients by allocating capital responsibly.  

That's why our engagement with the companies and governments whose securities we own is always 

with the intent to improve long-term investment performance for our clients. We believe constructive 

stewardship serves this aim well. Such stewardship is not just about the discharge of a duty. It is also about 

collaboration and understanding. We believe it gives us an analytical advantage and can act as a potential 

source of alpha generation.

In the investment industry, the prevailing wisdom seems to be that the stewardship decision is a binary one: 

You are either an activist or you are passive. We do not agree. There are many forms of effective stewardship. 

Academics from Oxford published a note on the four forms of stewardship: conservatism, opportunism, 

constructivism and activism. Their work informs our discussion of constructivism at MFS®.

What is constructivism?
The illustration below lays out the characteristics and tools that typify our constructivist approach.

CHARACTERISTICS

 � Collaborative, open language

 � Consensus-focused

 � Focus on financial materiality

 � Relationship-building

 � Investor knows company

 � Quality engagement

TOOLS

 � Frequent outreach from  
both sides

 � Active ownership  
(including voting)

 � Private engagement

 � Investor collaboration

Though we are constructivists, we aren't afraid of escalating when necessary. However, we believe that the 

best outcomes are more likely to be achieved through strong relationships and regular dialogue with the 

companies that we have chosen to invest in. 

We are confident that our approach of long-term, constructive stewardship is the best way for us to fulfill 

our duty to clients. We are excited about our ability to create value in a way that is so complementary to our 

investment process. We will continue to practice 

 � outcome-focused engagement rooted in a deep knowledge of the company 

 � highly collaborative, long-term, persistent engagement

 � holding companies accountable, not jumping immediately to exclusion or divestment or being overly 

aggressive or short-termist in our tactics
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Constructivism in action

The examples below illustrate how MFS uses constructivism to gain a deeper understanding of labor risk in the 

supply chains of investee companies, engage on sustainability topics with fixed income issuers and facilitate 

more advanced discussions on the oil sands industry. 

Addressing modern slavery risk with Samsung 

We had several engagements with Samsung this year around its modern slavery risk management processes 

across Tier 1, 2 and 3 suppliers. We note that the company has taken significant action on sourcing critical 

minerals from modern slavery– free supply chains. The company has also been working with industry peers 

to try to make the ethical sourcing of critical minerals an industry practice such that competitors are not 

incentivized to compete on price or cost or source critical minerals from suppliers that are prone to poor 

labor management practices. We engaged with the company on developing and maintaining remediation 

mechanisms when incidents of modern slavery are identified. Samsung shared that it is a member of the 

Responsible Business Alliance (RBA) and has jointly conducted audits with the RBA. 

We then had a further engagement with Samsung on its supply chain practices. This was a particularly 

constructive discussion as the company has become more open to discussing the topic, which is receiving 

more attention as supply chain regulations are tightening in the European Union and elsewhere and 

companies are increasingly being asked to prove that their suppliers do not violate modern slavery laws. 

Our focus has been on the company’s mobile phone business in particular as it is labor intensive and has a 

multitiered global supply chain. Samsung has developed better risk monitoring systems for suppliers over 

the past few years, but an additional issue to address is how upstream suppliers are incentivized through 

contractual terms that affect suppliers’ compliance with the company’s modern slavery policies. While 

Samsung conducts extensive labor audits, the audits in and of themselves tend to be focused on historical 

issues and may not address emerging pockets of labor risk in the supply chain. 

We believe that Samsung is also exposed to supply chain labor risk in its sourcing of critical minerals such 

as nickel and cobalt. It has joined the Responsible Minerals Initiative (RMI) as a board member to establish 

industry best practice on securing conflict-free minerals. We believe this is a positive development that could 

indicate that the company views these issues to be both financially and operationally material. We are keen to 

explore this topic in further detail with them.

We note that Samsung’s disclosure on risk management systems for supplier monitoring has also improved 

substantially over the past year and that the management team has been open to dialogue with investors, 

which we find encouraging.

Areas of future engagement will be focused on understanding how supply chain labor due diligence is 

conducted, remediation for noncompliant suppliers, the structuring of purchasing contracts and specific 

clauses around modern slavery. 

Engagement in action: New Zealand sustainable bonds

In 2023 we had a sub-sovereign engagement meeting with the New Zealand Local Government Funding 

Agency (NZLGFA). The discussion focused heavily on environmental issues, both climate and non-climate, 

as well as the balance sheet, both loans and bonds. Overall, we feel developments are moving in a positive 

direction and, importantly, best practice was being shared and gaining traction in New Zealand’s broad local 

government sector.
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NZLGFA specializes in financing the local government sector, the primary purpose being to provide more 

efficient financing for local authorities and council-controlled organizations. LGFA was established to raise 

debt on behalf of local authorities on terms that are more favorable to them than if they raised the debt 

directly. Even though they don’t control the use of proceeds from its loans, LGFA is increasingly working with 

its council members on helping them with their environmental footprint and climate commitments.

The organization has made progress on its own sustainability commitments with the establishment of a Head 

of Sustainability and a Sustainability Committee (2021), zero carbon certification through offsets, creation 

and update of its materiality map, and creation of new lending products such as Green, Social and Sustainable 

(GSS) loans and Climate Action Loans (CALs). The organization also released various sustainability related 

policies and frameworks in the first half of 2023.

Periodic portfolio review around Suncor

One notable result to come from a portfolio review this year was discourse around Suncor, which lead to a 

presentation by one of our ESG analysts and the covering analysts at an energy meeting around oil sands. 

The objective of the presentation was to facilitate a more advanced discussion around owning oil sands, and 

potential implications from a climate standpoint.

We engaged with Suncor multiple times during the year. Suncor is part of the Pathways Alliance (PA) — an 

alliance of Canada’s six largest oil sands companies committed to reducing the environmental impact of oil 

sands development by collaborating to drive innovations and technologies through collaborative action.

The foundational project of the PA is Carbon Capture and Storage (CCS), a plan to reduce carbon dioxide 

emissions from oil sands operations. CCS captures carbon dioxide, CO2, before it is emitted from a facility 

and transports the CO2 to a secure location and stores it safely and permanently more underground. Our 

engagement was focused on investigating the progress of its Pathways CCS project and we were assured  

it was moving forward, still targeting Phase 1 in 2030. Suncor continues to build a clearer estimate of the  

costs of the first phase of Pathways, but no additional detail provided at this stage. We raised concerns over 

low transparency by the initiative and encouraged greater reporting going forward, which should cover 

activities, progress and estimated costs. We also encouraged Suncor to set a clearer target for its own 

operational emissions. 

Oil sands are a material component of Suncor’s business, so understanding its undertaking of the Pathways 

CCS project, in our view, could have a material impact on its capex. This led to a broader conversation around 

owning Canadian oil sands. Over the past 20 years, Canadian oil sands companies have significantly reduced 

their upstream emissions, which shows progress in the right direction. As it stands, we believe Canada will 

support their decarbonization goals as these industries are a large source of the economy for the region and 

we will remain vigilant of the industry in case these companies start losing momentum on their aspirations.

To learn more about how sustainability works at MFS, please visit  
mfs.com/sustainability or contact your MFS representative.

http://mfs.com/sustainability
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MFS may incorporate environmental, social, or governance (ESG) factors into its investment decision making, fundamental investment analysis and engagement activities when communicating 
with issuers. The statements or examples provided above illustrate certain ways that MFS has historically incorporated ESG factors when analyzing or engaging with certain issuers but they 
are not intended to imply that favorable investment, ESG outcomes or engagement outcomes are guaranteed in all situations or in any individual situation. Engagements typically consist of 
a series of communications that are ongoing and often protracted and may not necessarily result in changes to any issuer’s ESG-related practices. Issuer outcomes are based on many factors 
and favorable investment or engagement outcomes, including those described above, may be unrelated to MFS analysis or activities. The degree to which MFS incorporates ESG factors into its 
investment decision making, investment analysis and/or engagement activities will vary by strategy, product, and asset class, and may also vary over time, and will generally be determined based 
on MFS’ opinion of the relevance and materiality of the specific ESG factors (which may differ from judgements or opinions of third-parties, including investors). Any examples above may not be 
representative of ESG factors used in the management of any investor’s portfolio. Any ESG assessments or incorporation of ESG factors by MFS may be reliant on data received from third-parties 
(including investee companies and ESG data vendors), which may be inaccurate, incomplete, inconsistent, out-of-date or estimated, or only consider certain ESG aspects (rather than looking 
at the entire sustainability profile and actions of an investment or its value chain), and as such, may adversely impact MFS’ analysis of the ESG factors relevant to an investment. The information 
included above, as well as individual companies and/or securities mentioned, should not be construed as investment advice, a recommendation to buy or sell or an indication of trading intent on 
behalf of any MFS product. As an active manager, please be advised that the companies named in this report may no longer be held by an MFS client at the time that this report is published.
The views expressed are those of the author(s) and are subject to change at any time. These views are for informational purposes only and should not be relied upon as a recommendation to 
purchase any security or as a solicitation or investment advice. No forecasts can be guaranteed. Past performance is no guarantee of future results.

Diversifi cation does not guarantee a profi t or protect against a loss. Past performance is no guarantee of future results.

GLOBAL DISCLOSURE

Unless otherwise indicated, logos and product and service names are trademarks of MFS® and its affi liates and may be registered in certain countries.

Distributed by: U.S. – MFS Institutional Advisors, Inc. (“MFSI”), MFS Investment Management and MFS Fund Distributors, Inc., Member SIPC; Latin America – MFS International Ltd.; 
Canada – MFS Investment Management Canada Limited. Note to UK and Switzerland readers: Issued in the UK and Switzerland by MFS International (U.K.) Limited (“MIL UK”), a private 
limited company registered in England and Wales with the company number 03062718, and authorised and regulated in the conduct of investment business by the UK Financial Conduct 
Authority. MIL UK, an indirect subsidiary of MFS®, has its registered offi ce at One Carter Lane, London, EC4V 5ER. Note to Europe (ex UK and Switzerland) readers: Issued in Europe by 
MFS Investment Management (Lux) S.à r.l. (MFS Lux) – authorized under Luxembourg law as a management company for Funds domiciled in Luxembourg and which both provide 
products and investment services to institutional investors and is registered offi ce is at S.a r.l. 4 Rue Albert Borschette, Luxembourg L-1246. Tel: 352 2826 12800. This material shall not be 
circulated or distributed to any person other than to professional investors (as permitted by local regulations) and should not be relied upon or distributed to persons where such reliance 
or distribution would be contrary to local regulation; Singapore – MFS International Singapore Pte. Ltd. (CRN 201228809M); Australia/New Zealand - MFS International Australia Pty Ltd 
(“MFS Australia”) (ABN 68 607 579 537) holds an Australian fi nancial services licence number 485343. MFS Australia is regulated by the Australian Securities and Investments Commission.; 
Hong Kong - MFS International (Hong Kong) Limited (“MIL HK”), a private limited company licensed and regulated by the Hong Kong Securities and Futures Commission (the “SFC”). MIL 
HK is approved to engage in dealing in securities and asset management regulated activities and may provide certain investment services to “professional investors” as defi ned in the 
Securities and Futures Ordinance (“SFO”).; For Professional Investors in China – MFS Financial Management Consulting (Shanghai) Co., Ltd. 2801-12, 28th Floor, 100 Century Avenue, 
Shanghai World Financial Center, Shanghai Pilot Free Trade Zone, 200120, China, a Chinese limited liability company registered to provide fi nancial management consulting services.; 
Japan - MFS Investment Management K.K., is registered as a Financial Instruments Business Operator, Kanto Local Finance Bureau (FIBO) No.312, a member of the Investment Trust 
Association, Japan and the Japan Investment Advisers Association. As fees to be borne by investors vary depending upon circumstances such as products, services, investment period and 
market conditions, the total amount nor the calculation methods cannot be disclosed in advance. All investments involve risks, including market fl uctuation and investors may lose the 
principal amount invested. Investors should obtain and read the prospectus and/or document set forth in Article 37-3 of Financial Instruments and Exchange Act carefully before making 
the investments ; Bahrain - This document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer to the public will be made in the 
Kingdom of Bahrain 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. The Central Bank of Bahrain 
assumes no responsibility for the accuracy and completeness of the statements and information contained in this document and expressly disclaims any liability whatsoever for any loss 
howsoever arising from reliance upon the whole or any part of the contents of this document. The Board of Directors and the management of the issuer accepts responsibility for the 
information contained in this document. To the best of the knowledge and belief of the board of directors and the management, who have all taken all reasonable care to ensure that such 
is the case, the information contained in this document is in accordance with the facts and does not omit anything likely to affect the reliability of such information.; Kuwait - This 
document is not for general circulation to the public in Kuwait. The information has not been licensed for offering in Kuwait by the Kuwait Capital Markets Authority or any other relevant 
Kuwaiti government agency. No private or public offering of the information is being made in Kuwait, and no agreement relating to the information will be concluded in Kuwait. No 
marketing or solicitation or inducement activities are being used to offer or market the information in Kuwait.; Oman - For Residents of the Sultanate of Oman: The information contained 
in this document does not constitute a public offer of securities in the Sultanate of Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital 
Market Law of Oman (Royal Decree 80/98). This information is being circulated on a limited basis only to corporate entities that fall within the description of sophisticated investors (Article 
139 of the Executive Regulations of the Capital Market Law). The recipient acknowledges that they are a sophisticated investor who has experience in business and fi nancial matters and is 
capable of evaluating the merits and risks on an investment.; South Africa - This document, and the information contained is not intended and does not constitute, a public offer of 
securities in South Africa and accordingly should not be construed as such. This document is not for general circulation to the public in South Africa. This document has not been approved 
by the Financial Sector Conduct Authority and neither MFS International (U.K.) Limited nor its funds are registered for public sale in South Africa.; UAE - This document, and the 
information contained herein, does not constitute, and is not intended to constitute, a public offer of securities in the United Arab Emirates and accordingly should not be construed as 
such. The information is only being offered to a limited number of exempt investors in the UAE who fall under one of the following categories of non-natural Qualifi ed Investors: (1) an 
investor which is able to manage its investments on its own, namely: (a) the federal government, local governments, government entities and authorities or companies wholly-owned by 
any such entities; (b) international entities and organisations; or (c) a person licensed to carry out a commercial activity in the UAE, provided that investment is one of the objects of such 
person; or (2) an investor who is represented by an investment manager licensed by the SCA, (each a “non-natural Qualifi ed Investor”). The information and data have not been approved 
by or licensed or registered with the UAE Central Bank, the Securities and Commodities Authority, the Dubai Financial Services Authority, the Financial Services Regulatory Authority or any 
other relevant licensing authorities or governmental agencies in the UAE (the “Authorities”). The Authorities assume no liability for any investment that the named addressee makes as a 
non-natural Qualifi ed Investor diligence on the accuracy of the information relating to the securities. If you do not understand the contents of this document you should consult an 
authorised fi nancial adviser.; Saudi Arabia - This document may not be distributed in the Kingdom except to such persons as are permitted under the Investment Funds Regulations issued 
by the Capital Market Authority. The Capital Market Authority does not make any representation as to the accuracy or completeness of this document, and expressly disclaims any liability 
whatsoever for any loss arising from, or incurred in reliance upon, any part of this document. Prospective purchasers of the securities offered hereby should conduct their own due 
diligence on the accuracy of the information relating to the securities. If you do not understand the contents of this document, you should consult an authorised fi nancial adviser.; Qatar - 
This material/fund is only being offered to a limited number of investors who are willing and able to conduct an independent investigation of the risks involved in an investment in such 
material/fund. The material does not constitute an offer to the public and is for the use only of the named addressee and should not be given or shown to any other person (other than 
employees, agents or consultants in connection with the addressee’s consideration thereof). The fund has not been and will not be registered with the Qatar Central Bank or under any 
laws of the State of Qatar. No transaction will be concluded in your jurisdiction and any inquiries regarding the material/fund should be made to your contact outside Qatar.


