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CEO Report

TRUST AND 
CULTURE
A renewed focus on values is essentail in 
a post royal commission environment.   

Dominic Stevens
Managing Director and CEO, ASX

The ASX Corporate Governance Council released the 4th edition 
of its Corporate Governance Principles and Recommendations in 
February this year. Culture and values are front and centre, with 
the Council considering it imperative in our post-Hayne Royal 
Commission world that listed entities align their culture and 
values with community expectations to help arrest a loss of trust 
in business.

Mirvac CEO, Susan Lloyd-Hurwitz, discusses the metaphorical, 
as well as financial, dividends her company has earned through its 
alignment of values with community expectations, where purpose 
has been pursued alongside profit. Her approach seems to have 
been vindicated, given the growing coalitions of investors 
demanding action from corporates on ESG issues, such as climate 
change risk disclosure.

Our feature on climate change and other sustainability issues 
reveals that many large ASX-listed companies are responding to the 
demand to better articulate and demonstrate their climate-related 
activities – whether related to their risk management practices or 
plans to capture new or emerging opportunities associated with 
moves to a low-carbon future.

Our story on ESG investor engagement reinforces these 
findings. Metal recycler Sims Metal is enjoying the approval of 
ESG-minded investors as it reduces waste-to-landfill ratios and 
becomes a leader in the ‘circular economy’. Analysis of ownership 
trends backs up the rise in importance of the ESG agenda, pointing 
to the increase in direct investor superannuation funds and the 
willingness of investors to use their voting power to send a message.

With the effects of the Hayne Royal Commission still to fully 
wash through financial services, some smaller players, such as 
Netwealth and other fintechs, are taking advantage of the appetite 
for simpler, more transparent banking, superannuation and 
financial services. We are also starting to see an increase in 
investors’ use of class actions and the two strikes remuneration 
regime to air their governance and performance grievances.

Gaining the attention of institutional shareholders can be 
difficult for smaller listed companies. Our round table with 
small-cap portfolio managers considers how smaller companies can 
attract attention and win and retain investment from quality, 
institutional funds.

Herbert Smith Freehills’ guidance on allocation policy in capital 
raisings is timely, given the importance of better managing a variety 
of stakeholder interests, and we provide some advice on the use of 
social media to amplify a company’s message and monitor issues.

For its part, ASX continues to be busy. You’ll find more on our 
plans to replace ASX Online and re-imagine the digital portal for 
listed companies and product issuers. And we explore what the new 
DLT-based clearing and settlement system to replace CHESS will 
mean for users across equity markets.

As ever, we look forward to your participation in and feedback 
on our endeavours, and hope you enjoy the May edition of Listed.

Best regards,
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Ticker Tape

St Barbara Limited (SBM) 
turned 50 on 15 May 2019,  
and will be followed in  
coming months by ANZ Banking 
Group (ANZ) on 31 July while 
Computershare Limited (CPU) 
will turn 25 on 27 May. Other 
quarter century-year-olds include 
CSL Limited (CSL) on 8 June, 
Metcash Limited (MTS) on 
17 June, and Tabcorp Limited 
(TAH) on 15 August.  

LISTING 
ANNIVERSARIES

In April this year ASX launched 
a new listed company program 
– New Zealand Corporate Day, 
in partnership with FNZC. 
For its first event ASX took 
eight ASX-listed technology 
companies to Auckland 

INAUGURAL 
NEW ZEALAND 
CORPORATE DAY

for a day of one-on-one 
meetings with institutions 
paired with a presentation to 
sophisticated retail investors. 
Interest in the ASX-only  
listed stocks was high with  
all companies having a  
good line-up of meetings  
and enthusiastic questioning  
in the retail session.

We hope to run these 
events regularly, driven by  
the New Zealand institutional 
appetite to meet ASX-listed 
stocks on their home soil.

NEW CORPORATE GOVERNANCE 
PRINCIPLES AND RECOMMENDATIONS

The 4th edition of the ASX Corporate Governance Council’s Corporate 
Governance Principles and Recommendations were released on 27 February 
2019. The consultation took place in late 2018 and the Council received over 
100 submissions which it summarised and addressed in its consultation 
response published on the same date.

The fourth edition will become the mandatory benchmark against which 
to report on an “if not why not” basis for an entity’s first full financial year 
commencing on or after 1 January 2020.  For calendar year-end reporters 
this means calendar 2020 and for June year end reporters this means FY20.  
The new principles together with explanatory material can be found at: 
https://www.asx.com.au/regulation/corporate-governance-council.htm
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ASX’s website is the starting point of company research 
for many investors be they Australian or foreign, retail 
or professional. ASX has a company information page 
for every listed entity, searchable by ticker code. The 
pages appear at: https://www.asx.com.au/asx/
share-price-research/company/### (with “###” 
standing for the ticker). Information presented 
includes 20-minute-delayed share prices, market 
capitalisation based on the previous day’s close, 
company announcements and an events calendar as 
well as a list of directors and key staff and a range of 
contact details including the website, share registry 
and registered office. To make the best use of this 
source of discovery about your company, use ASX 
Online to:
• Lodge a logo to appear next to your company’s 

name to help people to recognise your company.
• Update the following:

• Details of directors and key officers.
• Registered office, share registry, website and
address details.
•  Key corporate events such as the annual general

meeting and results announcements.
All these details can be updated/uploaded via the 

Company Details menu in ASX Online.

ASX COMPANY 
INFORMATION PAGES
Make sure your information is accurate

Ticker Tape
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A great deal of attention has been 
given to ASIC’s efforts to see a 
rebuilding of trust in the banking 

and financial services sector. Given the 
critical purpose of finance in society, this 
should really go without saying.

But it did need to be said – and it still 
does. Anyone who has been following the 
various scandals exposed by ASIC or  
The Royal Commission into Misconduct  
in the Banking, Superannuation and 
Financial Services Industry should 
understand why they have occurred.

One aspect of this important rebuilding 
of trust is to proactively develop and 
support greater professionalism in the 
industry. This has been most directly seen 
in the reforms for greater professional and 
ethical standards in the financial advisory 
sector, but it should not be considered 
confined to that.

Similarly, there is no reason why the 
lessons of the royal commission should not 
extend well beyond the world of banking 
and wealth management. There are 
approximately 134 of our listed companies 
involved directly in those industries –  
many of them in the top 100, as measured 
by market capitalisation – and as many 
again that are indirectly involved. They 
comprise more than a quarter of the entire 
market’s value.

I would wager many others were 
watching on as the royal commission 
hearings were held last year, thinking 
about their own company’s culture 
and governance. That is because the 
wider principle – what I call the fairness 
imperative – is fundamental to almost all 
aspects of corporate life.

The fairness imperative
Fairness is already a core part of our 
work: ASIC’s vision is for a fair, strong and 
efficient financial system for all Australians. 
The concept is also already embedded in the 
law – in section 912A of the Corporations 
Act – the obligation for licensees to act 
efficiently, honestly and fairly and also in 
the obligations for markets to operate in a 
fair, orderly and transparent way.

Some might say fairness is intangible. 
Nevertheless, as the royal commission 

demonstrated to the community and the 
industry, certain types of conduct were  
very clearly unfair.

Fairness is a concept we can all 
understand. Moreover, humans can 
recognise unfair outcomes. It means 
doing what’s right; it’s the quality of being 
reasonable and just.

In my opinion, commissioner Kenneth 
Hayne’s prescription for acting properly 
should inform what used to be called the 
‘mission statement’ of all listed entities. 
That prescription is:
• Obey the law.
• Do not mislead or deceive.
• Be fair.
• Provide services that are fit

for purpose.
• Deliver services with reasonable

care and skill.
• When acting for another, act in the

best interests of that other.

Respecting the role of  
the regulator
To drive meaningful cultural change, 
institutions must embrace and embed  
the fairness imperative in everything  
they do. Separately, directors and  
officers (including super trustees)  
are also on notice as to their directors’ 
duties and responsibilities in relation  
to non-financial risks. These include 
conduct risk and operational risks  
such as cyber resilience, privacy and  
data management. 

My suggestion to the officers and 
directors in finance – finance’s leaders –  
is that you need to ‘lean into the future’  
with regards to senior management and 
director responsibility and accountability.

I could take a leaf from Hayne’s book 
and remind all compliance with the law is 
not supposed to be a voluntary decision, 
and leave it at that. Instead, I extend this 
message to all listed companies, whatever 
their field of activity.

Act fairly and professionally. If you 
are confident about your governance, 
management and operational systems  
and processes, there is much to  
look forward to and nothing about  
which to worry.

A MATTER 
OF TRUST
The community and the 
regulator expect companies 
to display higher levels of 
professionalism, fairness 
and integrity.

John Price 
Commissioner, Australian Securities and 
Investments Commission

ASIC Report

The fairness imperative is 
fundamental to almost all 
aspects of corporate life.
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Out-of-date sell-side analyst forecasts 
are causing serious and growing 
problems for listed entities and for 

investors who rely on consensus estimates 
when making important investment 
decisions. Commonly, this might be the 
consensus or average of the earnings 
forecasts of the analysts conducting research 
on a company among ASX 300 stocks.

A decline in the number of stockbroking 
analysts who publish earnings estimates  
is combining with an increase in the 
number of outdated or stale forecasts 
remaining in circulation to create an 
investing trap. In a nutshell, investors 
increasingly base their investment  
decisions on bad information, often 
without knowing it. This is because the 
consensus or average can be distorted by 
out-of-date forecasts from analysts.

Companies are frustrated. It is regarded 
as best practice for investor relations teams 
to keep a close eye on consensus numbers 
throughout the year, but especially as 
reporting seasons near. They don’t want 
consensus to be out of whack with their 
own published earnings or other forms of 
guidance, if the company gives it, because 
that can leave investors uninformed and 
cause unwanted share price volatility, 
particularly on the day a company releases 
its results.

A survey undertaken last year by AIRA 
showed 61 per cent of respondents from 
leading ASX companies expressed concern 
about consensus estimates caused by out-
of-date sell-side research. Representation 
has subsequently been made for a review 
of ASX’s Guidance Note 8, which currently 
states listed entities have no obligation 
to correct individual analyst earnings 
forecasts or consensus estimates to bring 
them into line with an entity’s internal 
projections. Some 71 per cent of survey 
respondents agreed Guidance Note 8 

should be amended to reflect the structural 
changes occurring globally in relation to 
sell-side research.

Since then, the problem has only 
worsened. We see the impact of that 
particularly during reporting seasons, when 
earnings results are laid on the table to 
compare with investors’ own expectations. 
Sharp swings in price are being observed, 
rather than the measured responses 
companies and investors would prefer, 
which results from credible guidance. Such 
lurches in price were evident in some cases 
in the latest reporting season. This can occur 
for a number of reasons, but it shouldn’t.

AIRA believes listed entities should be 
allowed to exclude stale analyst forecasts 
(those that are three months or longer 
out of date) from their internal version of 
the consensus of analyst forecasts. This 
should, in turn, give a listed entity sufficient 
comfort to publish its view of consensus 
on its website and inform investors. This 
would assist listed entities to track market 
expectations and comply with their 
continuous disclosure obligations.

Consensus forecasts published by 
third party service providers were until 
recently regarded as a valued input when 
investors considered whether a company 
was performing to expectations. When 
consensus numbers changed, they served as 
a measure of market sentiment. They were 
also useful to compare against a company’s 
own guidance. But this insight has dimmed.

Many stockbroking firms and 
investment banks are employing fewer 
experienced investment analysts to cover 
major listed companies. The situation is 
even worse for small cap companies. Those 
analysts that remain often don’t have the 
same depth of experience. Increasingly, 
they have to cover more companies across a 
greater number of industry sectors. That has 
led to updates to analyst forecasts becoming 

less frequent and the number of individual 
forecasts for any given stock also declining. 
Put simply, the so called consensus of 
analyst forecasts is far less reliable.

When grouped together in a consensus, 
individual earnings estimates for any 
given company used to provide a valuable 
marker to future performance. Investors 
saw a broad range of credible expectations, 
compared with the mere few that are  
now commonplace.

Large funds management companies 
are overcoming the problem by increasingly 
using in-house analysts to provide their 
own estimates. Of course, they also 
contract the services of experienced, 
private researchers. In some instances, 
fund managers even prepare consensus 
numbers for their own use.

Increasingly, listed companies are being 
challenged by this squeeze. If their own 
earnings expectations move materially 
away from consensus, then that can be 
a material event which diligent investor 
relations professionals and other senior 
management would often believe needs 
to be corrected via an ASX release. This is 
particularly important the closer it comes 
to the end of the June and December 
reporting periods, when any differences 
should be the narrowest.

AIRA believes companies need to actively 
manage earnings expectations. They need 
to monitor consensus numbers throughout 
the year, particularly as reporting seasons 
draw near when discrepancies emerge, as 
analysts may not have incorporated the 
latest publicly available information from 
companies into their thinking. In some 
circumstances, it may be necessary for them 
to contact individual analysts who have 
published outlying forecasts to understand 
better how they were derived. And they 
may need to explain their company’s own 
publicly available guidance and correct any 
factual errors in analyst assumptions.

Market integrity is a very important 
issue. As it stands, it is being eroded by 
the increasing unreliability of consensus 
forecasts. Sadly, it is retail investors  
who often bear the brunt of the impact, 
because they don’t have access to reliable 
consensus estimates.

THE CONSENSUS TRAP
With fewer analysts covering ASX 300 forecasts, companies must be 
more proactive about managing earnings expectations.   

Ian Matheson
CEO, Australasian Investor  
Relations Association

AIRA


