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CEO Report

COMPLIANCE
FOCUS
Even with so much emphasis on regulation and 
new rules that are affecting listed businesses, 
ASX companies continue to effectively engage 
the investment community. 

Dominic Stevens
Managing Director and CEO, ASX

Welcome to the Summer 2018/19 edition of Listed@ASX.  
The regulatory winds of change continue to blow, both locally  
with the Hayne Royal Commission and internationally with  
MiFID II percolating through the buy- and sell-side landscape.

One aspect of the royal commission that’s still to play out and  
be fully understood is how the commission’s findings – and the 
industry’s response – will help investors evaluate their investments 
and formulate their next moves.

MiFID II, on the other hand, is already with us, taking effect in 
January this year. It’s rewiring of the sell-side research market and 
changes to investor relations (IR) practices inform a timely 
examination of the near-term impact of the regulation and the 
implications for the future. 

With less sell-side research available, and the continued decline 
in the number of Aussie sales desks in overseas broker offices, there 
is an increased onus on companies to do more for themselves when 
targeting overseas investors. Against this backdrop we share some 
tips on how to do so.

We take a look at the DIY model employed by small cap 
companies and the lessons that can be applied more broadly.  
New Zealand listed company Serko talks about its IR journey,  
while experts share their knowledge of small cap companies’ 
communication with investors, including communicating the 
essentials during difficulties. 

Regulatory uncertainty around buy-now-pay-later services  
has created challenges for our cover story company, Afterpay Touch 
Group. Our interview examines how their robust and consistent 
approach to investor communication has helped it weather  
the storm.

A further trend that is reshaping the investment landscape is the 
increasing adoption of environmental, social and governance (ESG) 
criteria into investment mandates. We look at the effects and 
implications of this on investment practices, including changes to 
the management and disclosure of climate risk. 

Our regular roundtable discussions look at the why and how of 
engaging with retail investors and the importance of share trading 
liquidity for listed companies.

ASX’s program to replace its equity clearing and settlement 
system, CHESS, with a distributed ledger technology (DLT) solution 
continues. And is continuing well, I’m pleased to say. We provide an 
update on progress, including plans for day 1 functionality and 
timing, which have been driven by customer needs, and we look at 
what will change from an issuer and investor’s perspective. 

I hope you enjoy this issue of Listed. 
Good reading
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GUD Holdings turns 60 in 
January 2019 with a couple 
of middle-aged companions – 
Webster (WBA) turning  
45 and Resolute Mining (RSG) 
also turning 40. Ausdrill (ASL),  
AV Jennings (AVJ) and  
WPP (WPP – originally  
John Singleton Advertising) 
turn 25 – also in January. After 
that it’s young adults – ASX 
turned 20 in October 2018 and 
marked the event as part of the 
international Sibos conference 
for the global payments industry. 
Across the ditch Auckland 
International Airports (AIA) 
and Sky City Entertainment 
(SKC) also turn 20 in February 
and March 2019 respectively. 
Teenagers Oceana Gold (OGC) 
and McMillan Shakespeare 
(MMS) turn 15 together, also in 
March 2019.

Ticker Tape

LISTING 
ANNIVERSARIES

The pie chart below shows listings on 
ASX in the twelve months to October 
2019. The biggest sectors were 
influenced by the following listings.  

Real estate
Unibail-Rodamco-Westfield (URW) 
Energy
Viva Energy (VEA) 
 Investment entity
WAM Global (WGB) and NB Global (NBI) 
Information technology
Domain Holdings Australia (DHG) 
Materials
Jupiter Mines (JMS) and Wagners (WGN)
Financials
Netwealth (NWL) and Evans Dixon (ED1).

LISTINGS 
ON ASX 
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In August 2018 ASX introduced 
sensitivity and cross-release 
indication by listed companies 
onto its ASX Online market 
announcements functionality 
(read about it in ASX Compliance 
Update 06/18). At the same time 
some changes were introduced 
to ASX trading operations to 
provide more transparency  
to the market around pauses  
in trading. Under the new 
process ASX publishes a market 
release stating:

“Trading in the securities of 
the entity will be temporarily 
paused pending a further 
announcement”

ASX generally pauses 
trading when a listed entity:
• Tells ASX it is intending to 

lodge a market sensitive 
announcement and ASX is 
concerned the market does 
not trade on an uninformed 

basis ahead of that 
announcement; or

• Requests a trading halt 
and ASX agrees to the 
request, to prevent 
trading occurring on an 
uninformed basis while the 
trading halt is processed.
ASX itself may also initiate 

a pause in trading if it is unable 
to contact a listed entity to 
discuss a query about its 
disclosure obligations and has 
reason to be concerned that 
trading may be about to occur, 
or is already occurring, on an 
uninformed basis. 

These processes have not 
changed as a result of the new 
functionality introduced to 
ASX Online. All that has 
changed is ASX is now 
publishing a notice to the 
market when it imposes a 
pause in trading to notify the 

market of that fact and to 
expect a further announcement 
in due course, explaining the 
reason for the pause.

As well as pauses in trading 
initiated by ASX as described 
above, there are also pauses in 
trading whenever ASX releases 
an announcement by a listed 
entity classified as ‘market 
sensitive’. The pause lasts for a 
period of approximately 10 
minutes, unless the 
announcement relates to a 
takeover or scheme, in which 
case the pause lasts for 
approximately 60 minutes, after 
the release of the announcement. 
These types of pauses in 
trading are automatically 
applied to allow the market 
time to absorb the information 
in the announcement and do 
not result in an ASX ‘Pause in 
Trading’ market release.

CAUSE 
FOR 

PAUSE

Ticker Tape
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T he management and disclosure of 
climate change risk or climate risk 
is an increasingly topical issue for 

listed companies and investors. Climate 
change is a foreseeable risk facing many 
listed companies in the Australian market in 
a range of different industries.

This is highlighted by the ASX  
Corporate Governance Council’s 
consultation draft of the fourth edition 
of its Corporate Governance Principles 
and Recommendations which includes a 
proposal to incorporate more guidance on 
the disclosure of climate risk and suggests 
listed companies with material exposure 
implement the recommendations of the 
Task Force on Climate-related Financial 
Disclosures (TCFD).

ASIC’s Report 593 Climate risk 
disclosure by Australia’s listed companies 
from September 2018 sets out our findings 
and high-level recommendations following 
a review of climate risk disclosures by 60 
listed companies in the ASX 300, in 25 
recent initial public offering prospectuses 
and across 15,000 annual reports. 

Major findings from the research include:
• 17 per cent of listed companies in  

the sample identified climate risk  
as material in their operating and 
financial reviews.

• general (as opposed to specific) risk 
disclosure is not useful for assessing 
climate risk exposures.

• the majority of the ASX 100 companies 
in the sample had, to some extent, 
considered climate risk to the  
company’s business.

• a number of listed companies in the 
sample intend to adopt the TCFD’s 
recommendations either in full  
or in part.

We also found many listed companies 
provide climate risk disclosure that is too 
fragmented, general or not comprehensive 
enough to be useful for investors. In the 
case of companies outside the ASX 200, we 
found relatively few companies provide any 
climate risk disclosure. 

While we recognise climate risk 
disclosure practices are still evolving,  
not only in Australia but internationally,  
we recommend directors and advisers of 
listed companies:
• Consider climate risk – directors  

and officers of listed companies need 
to understand and continually reassess 
existing and emerging risks that may  
be applicable to the company’s  
business, including climate risk.  
This should extend to both short-term 
and long-term risks.

• Develop and maintain strong and 
effective corporate governance – 
strong governance facilitates better 
information flows within a company 
and active and informed engagement 
and oversight by the board in 
identifying and managing risk.

• Comply with the law – directors of 
listed companies should carefully 
consider the requirements relating to 
operating and financial review (OFR) 
disclosures under s299(1)(a)(c) of 
the Corporations Act 2001. The law 
requires an OFR to include a discussion 
of climate risk when it could affect the 
company’s achievement of its financial 
performance or disclosed outcomes. 
Depending on the circumstances, 
disclosure of climate risk may also be 
required by the law in other contexts, 
such as in a prospectus or continuous 
disclosure announcement.

• Disclose useful information to 
investors – the voluntary disclosure 
recommendations issued by the 
TCFD are specifically designed to 
help companies produce information 
that is useful for investors, among 
others. We do not consider there is any 
legal or policy impediment to listed 
companies reporting under TCFD 
recommendations provided that the 
disclosure is not misleading or deceptive 
and is based on appropriate evidence 
available at that time. We recommend 
listed companies with material exposure 
to climate risk consider reporting under 
the TCFD framework. 

Background
In June 2017, the G20 Financial Stability 
Board’s TCFD released its final report, 
providing a framework for a set of 
voluntary, consistent climate related 
financial disclosures for use by investors, 
lenders and the market generally in 
assessing and pricing climate-related risks 
and opportunities.

In March 2018, the Australian 
government released its response to a  
2017 report on Carbon Risk issued by the 
Senate Economics References Committee. 
The government, in that response, 
encouraged stakeholders to consider  
the final report and recommendations  
of the TCFD. 

ASIC is closely monitoring 
developments in this regard and we have 
been and intend to continue engaging with 
key stakeholders on this issue as market 
practice develops over time, having regard 
to the TCFD framework.

Find out more at asic.gov.au

CLIMATE CHANGE DISCLOSURES 
IN THE SPOTLIGHT 
Investors are seeking specific rather than general information about 
listed businesses’ environmental risks.

John Price 
Commissioner, Australian Securities and 
Investments Commission

ASIC Report
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The squeeze on services being offered 
by the sell side continues to be felt by 
listed entities and big investors, with 

concern increasing about the reliability of 
consensus estimates being published. 

These critical numbers, which represent 
the averages of individual analyst forecasts, 
guide the market’s view about the future 
performance of leading ASX-listed 
companies and the price investors are 
willing to pay to tap into those expected 
income streams. It is in every listed entity’s 
interest to ensure these estimates are 
as accurate and up-to-date as possible. 
Increasingly, they are not.

A recent AIRA member survey indicates 
the degree of anguish being felt. The 
concern is not just that an individual 
forecast published by one stockbroker 
could be inaccurate. It’s also the impact 
on companies when, increasingly, they 
are poorly researched, old or when fewer 
forecasts are generated. When consolidated 
into a consensus or average, significant 
problems arise.

Our survey found 61 per cent of 
respondents believe out-of-date sell-side 
research causes issues when managing 
consensus. They find it difficult to rely on 
estimates when calculating consensus. 
Some 70 per cent said they used company-
calculated numbers, rather than external 
figures, to derive this information, as a way 
around the problem.

But 75 per cent of respondents 
said they had worries about doing this 
because their company-derived version 
of consensus estimates differed to the 
publicly available numbers such as from 
Bloomberg. Understandably, they expressed 
apprehension investors and the media 
were relying on potentially out-of-date and 
incorrect consensus estimates.

The majority of companies provide 
some form of earnings guidance. But that 

doesn’t resolve issues related to managing 
consensus estimates from the sell side. For 
one thing, not all companies give guidance. 
A company in that position could find it 
difficult to deal with an individual situation 
of the market being misinformed, because 
the regulator’s view is they need to be 
consistent when providing guidance. They 
are not encouraged to give guidance for 
one period, for instance, and decline to do 
so in future.

Plenty of our members believe they 
know what should be done about this. 
Nearly 71 per cent want the ASX to amend 
its position on consensus estimates. The 
ASX’s Guidance Note 8 says there is no 
obligation on any listed entity to correct the 
earnings forecast of any individual analyst 
or the consensus estimates of any individual 
market data vendor to bring it into line with 
the entity’s own internal projections. The 
exception is if it materially differs from the 
previous corresponding period or previous 
guidance given by the company.

But there is another way. AIRA believes 
the issue could be resolved in a manner that 
does not involve regulators undertaking a 
potentially lengthy review into Guidance 
Note 8. A more effective solution would 
be for the industry to develop its own best 
practice guidelines.

As an organisation serving the interests 
of listed entities and a range of willing 
market participants, AIRA has considerable 
experience in uniting the industry to find 
solutions to such problems. An example  
is our ESG Engagement Guidelines,  
which were issued 12 months ago  
after detailed consultation with a wide 
range of market participants. 

Another is our Best Practice Investor 
Relations Guidelines, and our collaboration 
with the Governance Institute on the 
Principles of Good Practice for listed 
entities to handle confidential, market 
sensitive information.

Unless a solution is found soon, 
a concern is that the problem will 
worsen. Our survey found 46 per cent of 
respondents had noticed a drop in the 
number of sell side analyst reports during 
the last 18 months. 

The number of analysts is falling too, 
with 39 per cent of companies responding 
noting there had been a decline during 
the last 12 months. This trend was most 
prevalent among the ASX 200. Adding to 
this evidence, 25 per cent responded by 
saying more than one-fifth of analysts who 
cover their company had been doing so for 
less than 12 months.

There is a bright side. Some 55 per  
cent have enacted a strategy to deal with  
the changing dynamics of the sell side.  
Ever resourceful, it seems that the time  
is right for the industry to put its  
combined talent to work to develop a 
comprehensive solution that would suit  
all the parties involved.

REACHING CONSENSUS
Old, incorrect and poorly researched consensus estimates are 
increasingly problematic for listed companies.

Ian Matheson
CEO, Australasian Investor  
Relations Association

AIRA

The majority of 
companies provide 
some form of earnings 
guidance. But that 
doesn’t resolve issues 
related to managing 
consensus estimates 
from the sell side. 




