
Schroders UK Stewardship – Quarter 4, 2013 

UK Stewardship, Corporate Governance and 
Voting, October – December 2013 

 

 

Page 1 

 

 

 

This note comments on corporate governance issues and provides examples of corporate governance and stewardship 
activity by the UK office of Schroders at UK companies during the period October to December 2013.   

General approach to engagement and corporate governance 

As in previous reports, the following paragraphs illustrate our approach to engagement with companies and our views 
regarding disclosure of that engagement.  

The aim of all stewardship activity by Schroders is to enhance the value of the funds managed for clients.  To achieve this 
aim, we find it essential to take a pragmatic approach in terms of how we deal with companies and how we report our 
engagement with them.  We believe that additional value is created by engaging with and if necessary encouraging 
change at companies but recognise asset allocation and selection of individual stocks may have a greater impact on the 
returns in a client’s portfolio.   

These reports on voting, engagement and corporate governance are necessarily brief and generally hide the names of the 
companies involved and only provide a sample of activity.  We believe it necessary to avoid conducting public discussions 
if change might involve a climb-down by the company: it is generally preferable for companies (indeed, for any person) to 
accept and agree with change rather than to have it forced upon them.  There are occasions, however, where it is 
appropriate to reveal contact with companies, particularly in high profile cases or where we have taken a stance that 
requires explanation and justification.   

 

Corporate Governance Policy 

The Schroders 2013 corporate governance policy and our statement regarding our compliance with the UK Stewardship 
Code 2012 are both available on the Schroders’ Internet site.  The statement is at http://www.schroders.com/global/about-
schroders/corporate-responsibility/responsible-investment/uk-stewardship-code.   

We have also published a governance, stewardship and voting policy, at 
http://www.schroders.com/staticfiles/Schroders/Sites/global/UK-Corp-Gov-Policy-B.pdf. 

Selection of Company Contacts  

 

 

Company A   

Following a meeting with the CEO and CFO we became concerned about the financial leverage of the company and given 
the highly cyclical nature of the industry feared that the company was committing itself to an unsustainable dividend policy.  
We wrote to the Board to indicate our support for the company and to express our concerns about the leverage.  We 
explained the risk of continuing to over-distribute should a negative event occur and the company would be forced to raise 
new equity at a distressed valuation.  The Board acknowledged our concerns and will review the dividend policy in 2014. 

 

Company B   

On going dialogue with a company, meeting Chairman for the second quarter running. The issues we raised last quarter 
on the balance sheet risk had been discussed by the Board and they have checked the rigour of their scenario testing.  
After a series of profit warnings and poor execution of a sensible strategy, we have concerns over an inexperienced CEO 
learning on the job.  The Chairman gave some reassurance that the non-executive team was taking a great interest in the 
operational side of the business with detailed mile-posts to make sure strategic execution improved.  There are some 
encouraging signs that the company is addressing mistakes of the past and has halted the decline by appointing some 
highly regarded divisional management. 

 

Company C  

Following management change instigated by us earlier in the year we had a follow up meeting with the Chairman to 
discuss developments.  New CEO has made an impressive start and revitalised the flagging corporate culture.  There 
remain a lot of issues to tackle and further board (non-exec) and senior management changes likely, however earlier signs 
are encouraging and the share price has already made significant gains. 
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Company D   

Following the profit warning we requested a meeting with the Chairman.  Historically we have not been shareholders in the 
company, but felt that the share price reaction had been extreme and sought to find some reassurance about the business 
prior to building a stake.  The meeting was encouraging with a very open and detailed discussion about the factors leading 
upto the profit warning and how the company was addressing the issues.  Overall we were left with the impression that the 
model was not broken, and whilst some further short term risks, market expectations were cautious and the valuation 
looked attractive. 

 

Company E   

We had a meeting with the new Chairman.  The company has performed reasonably over the last couple of years, however 
there has been high turnover of senior management, and we were concerned about lacklustre pipeline of new ideas 
compared to industry competitors.  Meeting was not encouraging about fresh ideas being considered by the Board . 

 

Company F   

We successfully persuaded the remuneration committee not to go ahead with an excessive pay award for CEO and CFO. 

 

Company G   

Following meeting with CFO we wrote a letter to the Board to offer our support for the long term strategy of the business 
and to encourage the company to avoid pursuing short term fixes often suggested by investment bankers.  Also attended a 
useful group meeting with the Chairman, remuneration committee chairman and audit committee chairman to discuss 
Governance. 

 


