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About the AP3 Stewardship Report
The AP3 Stewardship Report is published annually and provides an overview of the
Fund's corporate governance activities during the year. The report aims to increase
understanding of how AP3 engages and acts as an institutional investor.

Active stewardship a positive factor
in transformation and sustainable
value creation

I

n the difficult and uncertain situation caused
by the pandemic, it is even more important
for long-term owners such as the Third AP
Fund to act responsibly. The Fund maintains
ongoing dialogues with its portfolio companies
concerning the challenges they face, and it has
also participated in new issues when the need
has arisen. The Third AP Fund has continued to
take an active stewardship role and has voted
at around 1,200 AGMs, 160 in Sweden. The
issues we have driven include demands for a
balanced board composition and for companies to have a credible strategy for tackling the
world’s major climate challenges.
The Third AP Fund, AP3, conducts its sustainability
work in a number of ways and active stewardship
forms the basis of this work. AP3's experience is
that well-managed companies deliver higher risk-adjusted returns over time. Companies that are well
governed also take responsibility in addressing the
major climate challenges and the social issues that
we face. Successful integration of sustainability into
a company's business operations leads to increased
competitiveness and profitability. In addition, the
stock market values such companies more highly in
view of their greater stability.
Our stewardship has been greatly affected by the
pandemic. However, from AP3’s perspective, the
AGM season worked out well, despite the limitations
that were imposed on interactions between investee companies and their shareholders to limit the
spread of infection. It is important that AP3 should
enjoy the trust of the public and that it should act responsibly in managing its pension assets. Depending on the size of AP3’s shareholding, different stewardship strategies are applied. AP3 has published an
annual stewardship report since 2003. This report
discloses how we exercised governance during the
12 months July 2020 – June 2021.
AP3 is a committed owner that engages proactively with the companies in which we invest in order
to drive positive change. Being a dedicated and
responsible owner means engaging with investee
companies, other investors and other stakeholders
and participating in national and international initiatives in support of good corporate stewardship and
sustainable development.

Clear guidelines for stewardship
AP3's Sustainability Policy and Stewardship Policy
are guiding documents governing the sustainability
and stewardship activities of the Fund’s management organisation. The sustainability policy sets out
overarching guidelines for AP3's sustainability work.
It describes the Fund's mission and values, how the
sustainability work is conducted and what results
may be expected. The policy also includes statements of position on key sustainability issues.
AP3’s stewardship policy is the cornerstone of
our stewardship engagements. The policy sets
out various fundamental principles for the Fund’s
governance in areas such as shareholder rights and
responsibilities, investee capital structure, board
structure, audit and internal control, executive remuneration and information disclosure. The policy also
defines the Fund's approach to its investees' social
and environmental responsibilities.
The Fund’s policy is approved by the Board of Directors, developed on an ongoing basis and updated
when necessary. It is available on the AP3 website
at www.ap3.se. The Fund’s CEO bears overall responsibility for ensuring compliance with the policy.
Day-to-day stewardship activities are coordinated
by the CIO Office, a team supporting the Head of
Asset Management. Key stewardship issues are
normally discussed in consultation with the Board
of Directors.
Alongside its sustainability and stewardship policies, the Fund also uses other instruments of governance appropriate to the work of stewardship. For
example, codes of corporate governance in many
countries play a key role in establishing trust in the
equity market and in individual investees, and also
help to highlight best practice in local markets.

AP3 is a committed
owner that engages
proactively with
the companies in
which we invest in
order to drive positive
change.

Active stewardship is AP3's tool for encouraging investees to embrace longterm sustainability

Engagement
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Global investor with a focus on Sweden
From a risk perspective, it is important for AP3 to
diversify its capital across different assets. At the
same time, AP3 has chosen not to spread its investments too widely geographically. Broad market
exposure is also a cost-effective strategy for benefiting from global economic growth and innovation in
companies around the world.
Being invested in Sweden has long been favourable in terms of returns, and a significant proportion
of the Fund’s assets is invested in the domestic
market as Swedish companies are globally competitive in many areas. Swedish engineering companies
and IT are two sectors at the forefront in a global
perspective, but pharmaceuticals, consumer goods
and commodity-based industries are also prominent
sectors internationally. The emergence of dynamic
new companies in sectors such as healthcare and
entertainment is creating the opportunity for a diversified portfolio in AP3's domestic market.
Many Swedish companies are out in front in the area of sustainability, a key consideration to AP3. Geographical proximity to our Swedish investments also
allows AP3 to exercise effective and direct stewardship. In addition, a highly experienced team of fund
managers and an extensive contact network have
enabled AP3 to develop a high level of expertise in
Swedish market conditions. These are also the main
reasons why the Fund holds most of our investments
directly and in Sweden, and our stewardship thus
focuses on the Swedish market. The comparatively
large size of our Swedish equity holdings enables us
to engage more actively with these investees. Also,
AP3's prominence in the Swedish capital market
gives our views greater weight with local investees.
The Fund’s portfolio comprises around 1,600 listed companies with a combined market value of SEK
193 billion as at 30 June 2021. Individual holdings
vary in size. The single largest investment in the
Fund's equity portfolio is the real estate company
Sagax, which is an important strategic partner in the
real estate sector. Sagax is also a partner in AP3's
real estate company Hemsö. The holding in Sagax is
one of the Fund's alternative investments and AP3’s
exposure to logistics real estate diversifies AP3's
overall real estate investments. At mid-year, the
Fund's shareholding in Sagax was 5.4 per cent of
the capital and was valued at SEK 6.2 billion. Around
30 large Swedish multinationals, including Volvo,
Investor, Ericsson and several major Swedish banks,
along with holdings in large US technology companies such as Microsoft, Apple, Amazon, Alphabet
and Facebook, together represent nearly SEK 60 billion of the equity portfolio, corresponding to slightly
more than 30 per cent of total portfolio exposure.

small Swedish companies, AP3 has a significant
shareholding and is well-informed of the company's
conditions and strategic direction. How an institutional asset manager interacts with an emerging
company is a major responsibility with the potential
for good long-term returns.
AP3 tailors its stewardship strategies to the size
of each holding, such as to address the areas where
we see maximum scope for achieving influence and
impact.
where the Fund owns a 100 per cent
• Inor investees
majority stake, such as unlisted real estate

•
•

companies Vasakronan, Hemsö, Trophi, Regio
and Trenum, and infrastructure companies Ellevio
and Polhem Infra, we influence decision-making
through board membership.
In the case of foreign listed investees, AP3 often
works closely with other institutional investors,
primarily via the AP funds' Council on Ethics.
In Swedish listed companies, active engagement
is through dialogue with boards and management, voting at investee meetings and nomination
committee membership.

Impact on many different areas
During the current crisis, sustainability has taken
on a clearly more prominent role from the perspective of the vast majority of actors. Climate change
remains the big issue, but social issues have also
attracted considerable attention. Working conditions and human rights are examples of important
ownership issues that have come to the fore in the
context of the crisis.
AP3 engages with investee companies through
dialogue with directors, management and other
investors, via participation in nomination processes
and by voting at company meetings. In some cases,
engagement has a direct impact, for instance when

Depending on the size of AP3’s shareholding, different stewardship
strategies are applied.
The size of AP3’s shareholding determines our ability to exert influence.
The larger the holding, the easier it is to be heard.

1,075
10 %

29
31 %
497

Small companies mean major responsibilities
The Fund also has many investments in small
companies. More than 1,000 portfolio companies
have a market value of less than SEK 50 million per
investment. This element of the equity portfolio together represents more than SEK 20 billion, around
10 per cent of the Fund’s equity exposure. In many
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59 %

29 investees have a
market value exceeding
SEK 1 bn and together
represent 31 per cent of
the portfolio.
497 investees have a
market value of SEK 50
million to SEK 1 bn and
together represent 59 per
cent of the portfolio.
1,075 investees have a
market value of less than
SEK 50 m and together
represent 10 per cent of
the portfolio.

an investee company takes what we have to say into
account and changes its AGM resolutions accordingly. But active stewardship is typically a process
that takes time, as when engaging with investees on
climate-related issues. The stewardship issues that
AP3 engages in vary over time and from one company to another, but the Fund is driving a number of
issues of principle:
Influencing the structure of executive remu
neration programmes – variable remuneration
schemes should be clearly and measurably linked
to performance.
Influencing board structure – exert pressure to
improve diversity and to separate the positions of
CEO and chairman.
Ensuring investees maintain their capital struc
tures – curbing overly generous mandates.
Promoting healthy working conditions – opposing any abuse of power.
Combating financial crime – focusing on anti-
corruption and money laundering.
Encouraging investees to adopt a climate strate
gy – they should measure and report their carbon
footprint and modify their business operations to
reduce climate impact.

•
•
•
•
•
•

It is important that we provide feedback to investees
and explain our views on stewardship-related issues.
Our close geographical proximity to Swedish investee companies makes this undertaking relatively simple, while similar dialogues with foreign companies
require more time and effort. AP3 provides feedback
to selected foreign investees explaining how and
why the Fund voted on various AGM resolutions. As
in past years, the Fund has targeted a number of key
stewardship issues, such as deficiencies in board
structure, excessive mandates for rights issues, remuneration programmes that fall short of the Fund’s
standards and insufficient independence of auditors

who have served at one company for too long. AP3
has also raised questions regarding the climate
impact of investees. This has involved companies
carrying out scenario analyses, measuring and
reporting their carbon footprint and adapting and
developing their operations to reduce climate impact.

Proxies and advance voting
As a result of the Covid-19 pandemic, most countries
have taken measures of greater or lesser severity to
limit the spread of infection. These measures have
affected the ability of many companies to operate,
and have had a significant impact on their earnings.
In some cases, the financial position of these companies has deteriorated, causing large-scale layoffs
or redundancies. Changing patterns of consumption
are bringing new demands to bear on technology,
transport and communications. Some sectors have
been significantly affected and the number of bankruptcies has risen, above all in vulnerable sectors
such as hospitality, culture and retailing. At the same
time, parts of the technology sector are benefiting
from the increase in teleworking.
In the difficult and uncertain situation caused by
the pandemic, it is important that an institutional
owner such as AP3 should function as a longterm responsible investor and active owner in the
companies in which it invests. AP3 has engaged in
dialogue with investees about their challenges and
has also participated in new issues when the need
has arisen.
As last year, this year's votes at AGMs were cast
by proxy and via advance voting. As a result, meetings have been short, simplified events with few attendees and no shareholders. However, AP3 hopes
to see a return to the previous status quo, when
Swedish AGMs gave shareholders and company
representatives the opportunity to meet and discuss
relevant stewardship issues.
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Stewardship in the Swedish equity
portfolio in 2021
A significant proportion of AP3's listed equity portfolio, more than SEK 62 billion or about one third of
the equity portfolio, is invested on the Stockholm
Stock Exchange. As a result, Swedish equities have
a significantly higher weight in the Fund's equity portfolio than Sweden's market weight in a global equity
index, which is less than one percentage point. The
portfolio comprises around 165 companies. Percentage holdings are considerably higher than in foreign
investees, averaging 1.3 per cent of the equity and a
slightly lower percentage of the votes. However, the
size of our holding varies from company to company. In about one in three portfolio companies, AP3's
ownership is less than 0.5 percent of the investee's
value, and in one in five companies AP3 has an ownership share exceeding 2 percent. In just under 10
companies, the Fund's shareholdings are significantly higher, at between 5 and 10 per cent.
Stewardship is closely integrated in the day-to-day
asset management process and is a tool for achieving the Fund's objective of maximum investment returns. Normally, the Fund's equity managers attend
AGMs, but since the introduction of advance voting
in spring 2020, AP3 has made use of this facility and
has voted by proxy. In previous years, AP3 has voted
in a selection of mainly major companies where the
Fund is a major investor in terms of capital, but also
in many smaller companies where AP3 is not a major investor in terms of capital but where the Fund
still has a significant shareholding. As a result of the
simplified voting procedure, the Fund has voted in
advance at 160 ordinary annual general meetings
this year, representing practically all the companies
in the Swedish equity portfolio. Some companies
hold their annual general meeting in the second half
of the year. In addition to the ordinary AGMs, AP3 also participates in a number of extraordinary general
meetings annually. Only in isolated cases, such as
when the Fund held a nomination committee seat
and was involved in the nomination process, did AP3
vote physically.
The equity portfolio includes holdings in numerous well-managed companies that are leaders both
in Sweden and globally in a number of sectors.
Many Swedish corporations have been successful
in integrating sustainability into their operations as
a way to drive their businesses forward. This makes
them more competitive and equips them to make a
positive contribution to the global development of
society. As a large institutional investor in Sweden,

Company dividends back
Last year, company dividends were the subject of
controversy, not least regarding the companies
that received state aid to mitigate the effects of the
Covid-19 pandemic on the companies and their
employees. Many companies postponed dividends
and there was substantial restraint. This year's AGM
season was not dominated by the same debate and
companies largely implemented their dividend plans.
Last year, a certain level of restraint and prudence
was also evident with regard to the remuneration
of senior executives and fees to directors. The
companies' variable remuneration schemes, both
short-term bonuses and long-term equity-linked
programmes, have been negatively affected by the
pandemic, with limited outcomes or no outcomes
whatsoever. On that basis, companies have needed
to put new incentive schemes in place and at this
year's AGMs, many boards presented new proposals for employee remuneration schemes. However, these incentive schemes are generally well
designed and AP3 rarely has any major objections
to the proposals.
With board fees remaining unchanged overall
during the pandemic, many nominating committees
proposed higher than normal fee increases this year.
In AP3’s judgement, these adjustments are to be
viewed as level adjustments, rather than a new regime with major annual percentage changes. In addition, the Fund believes that there is a need in small
and medium-sized companies to upwardly adjust
board fees to make it easier to recruit directors. AP3
has therefore not objected to higher than normal
adjustments to fees proposed by the nomination
committees.

Investees addressing the climate issue
The climate issue has become a very central concern at most companies. Transparency is crucial,
both for companies and their shareholders. Disclosure and reporting of climate impacts today is
considerably more open than it was a few years ago.
New European Union regulations on sustainable
financing, which include a taxonomical classification of business activities deemed to be sustainable,
have spurred further progress in this area. Most
companies are well on their way to reporting in

2021

2020

2019

2018

2017

Number of AGMs

160

71

75

70

62

Percentage of portfolio companies at which AP3 voted

97%

51%

54%

39%

39%

4,500

2,000

1,800

1,600

1,300

6

5

7

5

5

Number of agenda items
Number of nomination committees

6

AP3 has the obligation and the capability to support
this trend.
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accordance with the environmental objectives of the
taxonomy regulation on climate change, but as the
remaining environmental objectives are incorporated, reporting requirements will gradually increase.

Greater female representation needed on
boards of directors
The Swedish Code of Corporate Governance recommends that Swedish companies aim for an equal
gender balance among directors. The Code states
that this should equate to a minimum of 40 per cent
of directors being male or female. According to the
Swedish Corporate Governance Board, the percentage of women on the boards of listed companies
has continued to rise marginally. Excluding CEOs as
directors, the proportion of women on the boards of
listed Swedish companies is 35.7 per cent, which is
marginally higher than last year. Female board representation at large companies was 40.7 per cent,
0.5 percentage points higher than last year. At small
and medium-sized companies the figure was 33.2
per cent, 0.2 percentage points lower. The summary
also revealed a decline in the percentage of newly
elected female directors since last year, from 35.4
per cent to 34.9. Hence, a good deal of work remains
to be done, especially by small and medium-sized
companies, to achieve the 40% target.
All investors have an interest in greater board
equality. Here the primary burden falls on nomination committees, which are responsible for nominating directors. AP3 is working to achieve increased
female board representation at investee companies
where we serve on the nomination committee.
Ahead of this year’s AGM season, AP3 participated in six nomination committees, four of which
proposed new female directors. In the nomination
committees in which AP3 participated, the proportion of female board members increased from an
average of 25 percent to 35 percent.
Wind power company Arise has the smallest
board of directors of any Swedish listed company, with four members. Female board representation of 25 per cent is too low, though this figure
should be seen in the context of the low number
of directors.

•

number of female directors at medical
• The
technology company Karolinska Development

•
•
•
•

doubled this year. Of the five directors, two are
women, 40 per cent of the total.
At biopharmaceutical company BioArctic’s AGM,
a new female director was elected. Of the eight
directors, two are women, one of whom is chair
of the board. The proportion of women thus increased from 13 to 25 per cent.
At transport company Nobina’s AGM, the nomination committee nominated a new female director.
Of the five AGM-elected directors are two female,
representing a gender balance of 40 per cent.
Readly International, a relatively new company on
the stock exchange, provides subscription services for digital magazines. The company has a
board of directors consisting of four men and two
women. The proportion of women on the Board
therefore remains unchanged at 33 per cent.
The gaming company Kindred Group appointed a
new chair and two new directors, one of whom is
a woman. The proportion of women on the board
is 29 per cent.

Most investors share the view that corporate boards
and managements should reflect the diversity of
society at large. AP3 believes that greater diversity
at board level makes companies more attractive
as employers and leads to better decision-making
and higher value creation over time. There can be
no ambivalence about our desire to ensure greater
diversity on corporate boards. Our opportunities to
achieve this goal are greatest in the investees where
we own a majority of the shares – and it is in these
companies where the Fund's efforts have met with
most success. Female representation on the boards
of AP3's unlisted real estate and infrastructure
investees varies from 25 per cent to 78 per cent and
averages 46 per cent. Seven out of Vasakronan's
nine directors are female and the company also has
a female CEO and a female chair.
The appendix to this report contains a more detailed presentation of some of the AGM resolutions
and how AP3 voted on them.
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Stewardship in the foreign equity
portfolio in 2021
Investing in different geographies, sectors and
companies offers great opportunities to benefit
from economic growth and new innovations. It also
brings a major responsibility and ability to influence the development of individual companies and
society at large, which AP3 as a responsible investor
and shareholder exercises through its sustainability
work.
AP3's foreign equity portfolio is managed both inhouse by the Fund's own managers and by external
managers. In-house global mandates are strongly
focused on Europe and North America. In areas
where AP3 does not have specialist expertise, the
Fund has chosen to engage external managers. This
applies above all to Emerging Markets, the Pacific
region and small companies outside Sweden. External managers are selected with close attention to
how they work to create value by taking into account
the sustainability performance of the companies.
AP3's stewardship at foreign investee companies includes supporting investor-led initiatives and
voting at company meetings. The Fund participates
in many more global investor initiatives than before
and dialogue with investee companies has also
sharply increased. AP3 has also gradually become

more active in exercising its voting rights at company meetings. When the Fund commenced active
governance in the global portfolio in 2008, we voted
at 70 AGMs of non-Swedish investees. Since then,
the trend has shown an increase in activity and during the 12-month period July 2020–June 2021, the
Fund voted at more than 1,000 foreign shareholder
meetings, covering 70 per cent of the Fund's foreign
portfolio companies.
The geographical spread makes it impractical to
attend and vote at the AGMs of foreign investees.
The Fund therefore casts its votes by proxy. The
global corporate governance consultancy Institutional Shareholder Services (ISS) provides an electronic voting platform and Nordic Investor Services
(NIS), a Swedish corporate governance consultancy,
monitors company meetings, analyses relevant paperwork and administers the voting process. However, AP3 makes its own judgements and decides how
the Fund will vote.
The AGMs at which AP3 will vote are selected
primarily on the basis of the respective company’s
weight in the global MSCI ACWI equity index. The
Fund voted at the AGMs of our largest investees in
Australia, Bermuda, Canada, France, Germany, Hong
2021

Number of non-Swedish AGMs
Percentage of portfolio companies at which AP3 voted
Number of agenda items

8

2020

2019

2018

2017

1,011

999

972

780

837

70%

69%

71%

27%

30%

13,028

12,680

11,565

9,766

10,371

Percentage of votes in support of board proposals

80%

72%

72%

70%

71%

Percentage of abstentions or votes against board proposals

20%

28%

28%

30%

29%
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AP3 often votes against proposals in foreign
investees
In the period July 2020 – June 2021, AP3 voted on
more than 13,000 resolutions at more than 1,000
foreign investee meetings. The Fund abstained from
or voted against the board's recommendation on
two out of ten proposals at the meetings. Although
this is a slightly lower proportion of “No” votes than
last year, it is still significantly higher than on the
Swedish stock market. This high level of “No” votes
shows how many foreign investees find it difficult to
meet AP3's strict governance requirements regarding certain stewardship issues. It also indicates that
foreign investees are less successful than Swedish
companies in winning shareholder support for their
AGM resolutions. AP3 sometimes abstains from
voting on certain issues, largely due to a lack of
information and the simple fact that it is difficult to
assess the quality of the proposals.
Executive remuneration is an area where major
differences exist between Swedish and non-Swedish investees. During the period, the Fund voted against more than half of the resolutions on
executive remuneration proposed by non-Swedish
investees, as foreign companies clearly find it hard
to meet AP3’s requirements regarding remuneration schemes. Criticisms span a wide range. Areas
of criticism include shortcomings in the design
of remuneration guidelines, a complete absence
of performance requirements in proposals for
share-based payments and short duration and high
leverage in such schemes, which pose the risk of
excessive short-term risk-taking by companies. As a
shareholder, it is difficult to exert influence in this area because remuneration issues are often approved
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Kong, Ireland, Japan, the Netherlands, Singapore,
Spain, Switzerland, the UK and the USA. In addition, the Fund voted at some meetings of investees
domiciled in Austria, Belgium, the Cayman Islands,
Curacao, Denmark, Finland, Isle of Man, Italy, Jersey,
Liberia, Luxembourg, Norway, New Zealand, Papua
New Guinea, Portugal and Taiwan.

In 2019, the number of companies in the foreign equity portfolio more than halved, from 3,000 to 1,400,
explaining most of the sharp increase in the proportion of shareholder meetings attended and voted on by
AP3 that year.

directly by the board, while the votes of shareholders
are only considered advisory. However, lack of support for such proposals may lead to changes in the
longer term and this is also why AP3 often objects to
the remuneration reports presented by companies.
AP3 voted for more than half of the resolutions
submitted by other shareholders at investee meetings, reflecting the fact that many shareholders of
foreign investees move their own AGM resolutions
and these are often of a high standard. For example,
AP3 voted for shareholder resolutions to improve
the disclosure of political donations, to separate the
role of CEO and chairman and to require the board
of directors to include more independent directors.
The Fund also voted in favour of several shareholder
proposals related to investees' climate work, such
as requiring them to disclose any costs they incur in
lobbying on climate-related issues.
A list of all the foreign AGMs at which AP3s voted
and how we voted is available on the Fund's website
at www.ap3.se.

2021

2020

2019

2018

2017

12,672

12,251

11,242

9,366

9,949

356

429

323

400

422

Total number of agenda items

13,028

12,680

11,565

9,766

10,371

Number of votes for board resolutions

10,461

9,170

8,347

7,100

7,216

2,311

2,517

2,473

2,167

2,648

Number of votes against board resolutions
Number of abstentions

256

993

745

499

507

Total number of agenda items

13,028

12,680

11,565

9,766

10,371

Number of votes for board's recommendation

10,501

9,177

8,252

6,974

7,419

Number of votes against board's recommendation
Total number of agenda items
Number of votes for shareholder resolutions

2,527

3,503

3,313

2,792

2,952

13,028

12,680

11,565

9,766

10,371

185

232

171

223

235

Number of votes against shareholder resolutions

171

196

152

177

187

Number of shareholder resolutions

356

429

323

400

422
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Data on AP3's global voting In 2020/2021
Geographical breakdown of AGMs 2020/2021, %
USA

42

Switzerland

2

Japan

28

Australia

2

UK

4

Ireland

2

France

4

Bermuda

1

Germany

4

Singapore

1

Canada

3

Spain

1

Netherlands

2

Other countries

4

Breakdown of board resolutions 2020/2021, %
Other

2%

Breakdown of shareholder resolutions 2020/2021, %
Executive
pay

11 %

Capital
structure

Other

3%

Executive
pay

7%

Environ
mental
and social
governance

19%

35%
Board
structure

68 %
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