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Introduction 

  

Good afternoon, ladies and gentlemen. First of all I would like to thank you for the kind 

invitation to present here today and to share the perspective of an investor. It’s an 

absolute pleasure to be here and great to get out of rainy London and come to rainy 

Brussels!  

  

Aviva is one of the largest pensions and insurance companies in the world. We manage 

over €300 billion of assets. In the EU, we operate in the Ireland, France, Italy, Spain, 

Poland, Lithuania and the UK. As both insurers and investors, we are accustomed to 

thinking about the long term. 

  

I am the Head of Engagement at Aviva Investors, the fund management arm of Aviva. I 

spend my days meeting with the management of the companies that we are invested in 

all over Europe, checking the calibre of their response to issues such as gender and 

diversity, executive pay, corporate governance, human rights, sustainable economic 

growth and climate change. Underpinning all of this is our engagement strategy. I’m 

also involved in deciding how we vote at annual general meeting (AGMs), as well as 

public policy and working in conjunction with civil society and other investors. So, I’m 

very much in the middle of this debate.  

  

We have long argued for reform of capital markets and gave evidence in the Kay Review 

in the UK on short-terminism in capital markets. We also supported the Non-Financial 

Reporting Directive and were very pleased to see the inclusion of sustainable economic 

growth and climate change among President Juncker’s ten priorities.  

  

Cross-border engagement by investors is very much part of my remit. The European 

Union institutions have a crucial role in being able both to legislate and use convening 

powers to ensure change to help this flourish. So I welcome President Juncker's push for 

a capital markets union under Lord Hill, as well as Vice President Timmermans' 

sustainable development responsibility.  And I welcome the previous President's push on 

a long term vision under the EU2020 agenda.    

  

The Aviva vision is that, as a business, we will be regarded as good ancestors by future 

generations.  We believe that we have both a commercial interest and a duty to 

participate in this debate. It’s something I have been involved with closely since I first 

spoke about it in Athens at the Hellenic Corporate Governance Council's conference 

earlier this year.  

  

Speaking of legacy, the European Parliament and members of the Committee have a 

strong history of legislation and reports that compliment this Directive: from the non-

financial reporting directive (which we were involved with and welcomed) to green 

papers on corporate governance and opinion on corporate social responsibility. 

  

 

 

Why this Directive is necessary 

  

Let me be clear, we are very supportive of the aims of the Shareholder Rights Directive. 

It addresses a number of market failures. We believe the proposals in the amended 



Shareholder Rights Directive will improve trust in European companies and the capital 

markets and contribute towards a more sustainable future for Europe.  

  

One of the underlying causes of the financial crisis in 2008 was the incentive structure 

throughout the markets. The incentives focused too much on short-term profits. They 

looked only so far as the next quarterly earnings, at the expense of paying attention to 

the longer-term fault lines that were emerging. This short termism is a huge market 

failure and still needs to be addressed. 

  

Information is the lifeblood of capital markets. If the information that market 

participants rely on is short-term and thin, then these are the characteristics that will 

define our market and our investment decisions. I see it time and time again in my 

engagements.  

 

 

The Directive also goes a long way to addressing the market failure that is the free rider 

problem. This enables other investors to benefit from the engagement of the few and 

has led to the under delivery of stewardship. We are, quite frankly, fed up with other 

investors free riding off our engagement activities.  

  

Specific Thoughts 

  

For the purposes of my remarks today I would like to focus on what we believe are the 

crucial aspects of the proposal that we would not want to see weakened and why that is: 

  

Shareholder identification: We strongly support improvements to shareholder 

identification in principle and hope that in practice they will help to remove some of the 

blockages in the chain of custody that currently exist.  

  

Costs are already an issue for us in voting in some overseas holdings and allowing 

intermediaries to charge fees for services related this could hinder cross-border voting. 

In our experience intermediaries already charge significant amounts for proxy voting 

without detailing why the charges are so high. Voting costs should be part of the 

custodian agreement. 

  

Transparency in the investment chain: We are in favour of more transparency in the 

investment chain because it will demonstrate which investors focus on long-term 

mandates and which are using their leverage to improve company performance on 

environmental, social and governance (ESG) matters. Equally, it will show who is asleep 

as the wheel. I often engage with companies alongside other investors but it's always 

the same old faces. We need more investors and asset owners to take this seriously. It 

really can make a big difference. This year, for instance, through our engagement with 

the company we were invested in we helped stop drilling in Virunga National Park in the 

Congo, Africa's oldest World Heritage Site.  Last week I got a commitment from one of 

the largest real estate companies in Europe to produce a sustainability report and 

measure it's environmental impact and the UK media is full of coverage of a golden hello 

for a certain energy group, who we met yesterday.  

  

Investment consultant are powerful players in the capital markets as they advise pension 

funds where to put the money of their members. While there are some exceptions they 

generally neglect to examine how fund managers tackle their stewardship 

responsibilities.  We believe investment consultants should be subject to transparency 

requirements as well, specifically they should report to the clients annually about how 

well they think fund managers are performing in this area.  

  

Engagement policy:  As one of the first signatories to the UK Stewardship Code, we 

are strongly supportive of this proposal. We have found that our clients are increasingly 



interested in holding us to account and are scrutinising our voting decisions as well as 

our approach to environmental and social issues, as well they should given it’s their 

money. Just last week we attended what we think is a world first - and something we 

called for - the first ever Stewardship AGM hosted by the National Association of Pension 

Funds. My Chief Investment Officer, Head of Equities, Chief Responsible Investment 

Officer and I all got a grilling from pension fund trustees about what we were doing in 

terms of corporate governance, sustainability and stewardship. There were some great 

questions and we really enjoyed hearing what's on trustees minds.  

  

Executive Pay: As part of our stewardship and engagement work we look for executive 

pay arrangements that are aligned with the company strategy, not excessive, well-

structured and understandable with a sufficient focus on long-term performance.   

  

Where we don’t find this we will engagement and/or vote against the remuneration 

report, if we can, which is a very powerful tool at our disposal to address these concerns. 

While there is still a long way to go progress is being made on this in markets where we 

can vote, for instance, the UK.  

  

It’s important to note two things about our voting activity: 

  

1. Firstly how useful we find proxy advisors in aiding our data collection when we are 

deciding how to vote. 

  

2. How frustrating it is that there is so little transparency in the system that means we 

can't even confirm our votes have been lodged, especially when so much effort is put in 

when deciding how to vote. The easiest thing in the world would be to vote in favour of 

everything but we don't. This is in resect of all votes, not just votes on pay 

packages. Consequently, we are happy about the proposals that make it easier to 

identify shareholders in cross-border settings and give shareholders confidence that 

votes are not going missing.  

 

Related Party Transactions:  We were very disappointed to see the watering down of 

the right to vote on related party transactions in the latest iteration from the Council 

working group. We believe this is an important safeguard for minority shareholders in 

view of the potentially significant loss of value that may result from inappropriate 

transactions by insider shareholders and majority owners.  Many countries already give 
shareholders this right without suffering any ill effects.     

As minority shareholder we place particular importance on being notified of a transaction 

with a related party before it is concluded as well as having the value and size of the 

transaction assessed by an independent third party. Companies should also demonstrate 

to their shareholders how such transactions contribute to the long-term strategy as well 

as how it adds value for shareholders. Volkswagen, for instance, is leading the way on 

this by created a committee for related party transactions. 

  

This vote would significantly improve the standing and trust afforded to EU companies 

where related party transactions may be an issue and we urge you to retain it.  

  

Concluding remarks 

  

It is incredibly important that there is an unbroken chain of transparency and 

accountability connecting the end investor with the companies that they own – and this 

directive is a really important step in that direction. 

 

I have no doubt that more engagement between investors and companies, alongside a 

better cross-border voting regime, will contribute to a stronger and more sustainable 

single European market and economy. 



  

For our part, we are vividly clear that good governance leads to better long term returns 

for shareholders.  It is as simple as that.  

  

For my part, I hope that today, as well as our submissions on the SRD have convinced 

you that we take our stewardship, voting and engagement duties very seriously. The 

SRD will help us do these even more effectively benefit the long term investment returns 

of our clients – citizens of European countries - and their families.  

 

I would like to thank you for the opportunity to present to you today. I have also 

prepared a detailed written document commenting on all proposals in the revised 

Directive which will be circulated shortly. I would be more than happy to discuss this 

further during this session or afterwards.  

  

Thank you 

  

  

Abigail Herron 

Abigail.herron@avivainvestors.com 
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