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Proxy Vo t ing Repo rt
Period : April 0 1, 20 23 - June 30 , 20 23

VotesCast 489 Number of meetings 33

Fo r 433 W ith m anagem en t 434

W ithho ld 0 Against m anagem en t 52

Absta in 1 N/ A 3

Against 4 4

Other 11

Total 489 Total 489

In 6 4% o f m eet ings w e have cast one o r m o re vo tes against m anagem en t recom m endat ion .
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General High ligh ts

2023 Banking Crisis: Acautionary tale of corporate governance
The spring o f 20 23 w as far from serene. The w o rld w atched in shock as Sil icon

Valley Bank (SVB), Signatu re Bank and First Repub lic fa iled in the US, spread ing

fears o f con tag ion to o ther reg ional banks and beyond. Cred it Su isse, once a sym bo l

o f Sw iss financia l pow er and stab il i t y, co llapsed after years o f scandals, and w as

taken over by it s long-t im e dom est ic r iva l UBS in a rushed deal o rchest rated by the

governm en t .

One quest ion is now on everybody’s m ind – w hat w en t w rong? The sim p le answ er is

co rpo rate governance.

In recen t years, environm en ta l, socia l and governance (ESG) facto rs have gained

grow ing im po rtance. The ’E’ and the ‘S’ have arguab ly draw n the m ost at ten t ion

recen t ly, led by the focus on com bat ing clim ate change. There is now a grow ing

aw areness that effect ive governance is im perat ive to long-term ESG success, and

that poo r co rpo rate governance can have far-reach ing consequences fo r the

econom y as a w ho le. Governance – once a m ore t rad it ional top ic fo r investo rs –

seem ed to have gone ou t o f fash ion , bu t every t im e som eth ing goes w rong,

investo r at ten t ion refocuses on it .

Where are w e at?

The Federa l Reserve’s repo rt exam in ing the SVB co llapse concluded that the bank

fa iled because o f a “ textbook case o f m ism anagem en t ” . The regu lato r found that

the d irecto rs and m anagem en t fa iled to m anage risk, no t ing that the fu ll board w as

neither adequately in fo rm ed by m anagem en t on risk, no r d id they ho ld

m anagem en t accoun tab le fo r effect ively m anag ing th is r isk. Acco rd ing to the

repo rt , t he grow th o f Sil icon Valley Bank Financia l Group, the ho ld ing com pany o f

SVB, “ far ou tpaced the ab il it ies o f it s board o f d irecto rs and sen io r m anagem en t ” ,

w h ile execu t ive com pensat ion packages incen t ivized m anagers to focus on sho rt -

t erm pro fit .

Sim ilar ly, a repo rt from the Federa l Deposit Insu rance Co rpo rat ion (FDIC) concluded

that the co llapse o f Signatu re Bank w as due to “ poo r m anagem en t ” . The regu lato r

no ted that “ t he board o f d irecto rs and m anagem en t pu rsued rap id , un rest ra ined

grow th w ithou t develop ing and m ain ta in ing adequate risk m anagem en t pract ices

and con t ro ls appropria te fo r the size, com plexit y and risk pro fi le o f the inst it u t ion .”

Wh ile the repo rt in to the Cred it Su isse co llapse is yet to be released by the Sw iss

governm en t , t he lender w as engu lfed in one scandal after ano ther in recen t years.

It s long list o f m issteps ranged from accusat ions o f spying to m oney laundering , and

po in ted ou t deep-roo ted co rpo rate governance issues. In fact , t he 20 21 repo rt by

the Pau l Weiss law firm in to the Archegos debacle, in w h ich Cred it Su isse lost

b il l ions on h igh ly r isky f inancia l sw aps, reads like a case study o f w hat can go w rong

in a firm ’s co rpo rate governance.

The repo rt revealed no less than “ a lackadaisica l at t it ude tow ards risk and risk

d iscip line; a lack o f accoun tab il i t y fo r r isk fa ilu res; r isk system s that iden t if ied acu te

risks, w h ich w ere system at ica lly igno red by business and risk personnel; and a

cu ltu ra l unw ill ingness to engage in challeng ing d iscussions o r to escalate m at ters

posing grave econom ic and repu tat ional r isk.” Wh ile the lender ro lled ou t an

extensive set o f m easu res to rem ed iate the sho rt com ings iden t if ied , the ensu ing

even ts w h ich u lt im ately led to it s dem ise suggest that these issues w ere far from

being reso lved .
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What next? 

Looking back, the enhancem en t o f co rpo rate governance regu lat ions w as o ften a

resu lt o f co rpo rate fa ilu res. The Sarbanes-Oxley Act w as passed in the afterm ath o f

the En ron and WorldCom scandals. The 20 0 3 co llapse o f It a lian food g ian t Parm alat

p rom pted a refo rm o f inso lvency law . We can therefo re expect that the un fo ld ing

crisis w il l again t r igger regu lato ry refo rm . How ever, shou ld th is refo rm be the so le

focus?

In a recen t speech , the Eu ropean Cen t ra l Bank’s Chair o f the Superviso ry Board

no ted the fo llow ing :

“ We shou ld abandon the am bit ion o f design ing ever-m o re precise regu lat ions that

accu rately m easu re all r isks under any circum stances, covering even the m ost

ext rem e business m odels and risk con figu rat ions. That approach on ly resu lt s in

excessive com plexit y, w ith bu rdensom e procedu res fo r superviso rs and excessive

rew ards fo r the few inst it u t ions that have the w herew itha l t o gam e the system .

Instead , w e shou ld focus ou r effo rt s on em pow ering superviso ry team s, w ith in a

st rong accoun tab il i t y fram ew ork.”

The realit y is that a m yriad o f facto rs con t r ibu te and lead to good governance. It ’s

no t on ly abou t having experienced d irecto rs on the board . It is a lso abou t foster ing

a sound eth ica l t one at the top and having the righ t board dynam ics, ensu ring that

d irecto rs are engaged, that they challenge m anagem en t and prom o te a cu ltu re o f

accoun tab il i t y. It is a lso abou t ensu ring that shareho lders have the proper too ls

availab le to ho ld the board and m anagem en t accoun tab le.

As shareho lders, w e are co-ow ners o f m any com pan ies, and thus have the righ t to

vo te at their shareho lder m eet ings. We use ou r vo t ing righ ts w ith the aim o f

in f luencing a com pany’s co rpo rate governance and o ther relevan t investm en t-

rela ted decisions in the best in terest o f ou r clien ts. Th is ensu res that w e can ho ld

com pan ies accoun tab le fo r poo r perfo rm ance across all t h ree d im ensions o f ESG.

Vo t ing can be used to push fo r basic governance too ls and shou ld be used by

shareho lders to f lag their concerns by vo t ing against the appropria te agenda item .

Co rpo rate governance on ly funct ions w ell if shareho lders m ake act ive use o f their

r igh ts and ho ld m anagem en t to accoun t fo r their perfo rm ance – som eth ing that w e

st i l l need m uch m ore o f.
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Disclaimer
Robeco Inst it u t ional Asset M anagem en t B.V. ( ‘Robeco ’) d ist r ibu tes vo t ing repo rt s as a

service to it s clien ts and o ther in terested part ies. Robeco also uses these repo rt s to

dem onst rate it s com pliance w ith the princip les and best pract ices o f the Tabaksb lat Code

w h ich are relevan t to Robeco . Although Robeco com piles these repo rt s w ith u tm ost care

on the basis o f severa l in ternal and external sou rces w h ich are deem ed to be reliab le,

Robeco canno t guaran tee the com pleteness, co rrectness o r t im eliness o f th is

in fo rm at ion . No r can Robeco guaran tee that the use o f th is in fo rm at ion w ill lead to the

righ t analyses, resu lt s and / o r that th is in fo rm at ion is su it ab le fo r specif ic pu rposes.

Robeco can therefo re never be held responsib le fo r issues such as, bu t no t l im ited to ,

possib le om issions, inaccu racies and/ o r changes m ade at a later stage. W ithou t w rit t en

prio r consen t from Robeco you are no t a llow ed to use th is repo rt fo r any pu rpose o ther

than the specif ic one fo r w h ich it w as com piled by Robeco .


