
HSBC Global Asset Management
General approach to UK Corporate Governance

 `  HSBC Global Asset Management (UK) acts as agent for investment 
clients who are the underlying owners of securities. It is our belief 
that companies, which follow the highest standards of corporate 
governance, will generally deliver higher value for investors, 
plus a lower cost of capital for themselves, over the long term. 
From our standpoint, and that of our clients, the objectives of 
investee company managements should be aligned with the long 
term interests of the shareholders. Our approach to corporate 
governance supports this alignment of interests and involves 
committed engagement in order to help companies deliver long-
term sustainable returns even if this means that some short-term 
opportunities are sacrificed. Confrontation between management 
and shareholders can therefore be a sign of the failure of the 
governance process, which should be about establishing and 
maintaining an effective dialogue between the two parties. Such 
dialogue should help to maximise the success of enterprise via 
improved efficiency and also to sustain investor confidence. (Our 
“Approach to UK Engagement” is on this website.)

 `  Our view is that our clients’ interests will be best served if we 
take a pragmatic approach to governance matters. Our primary 
responsibility as an investment management firm is to try to add 
value over the long term bearing in mind ownership responsibilities 
as agents for our clients. (Any potential conflicts of interest we 
may face are addressed by the HSBC Group’s policy on this topic.) 
We consider it is therefore more appropriate for us to be flexible in 
our decision-making, for example on voting resolutions, i.e. acting 
within broad guidelines rather than taking a rules-based prescriptive 
approach. We do not think we should attempt to interfere in the 
way that companies are run. We believe rather that experienced 
and talented teams of corporate managers should be empowered 
to run their businesses, supported by constructive shareholders, in 
the interests of all concerned. Companies whose values are focused 
on stewardship are likely to take account of their broader impact on 
society and avoid excessive risk taking. Such businesses should be 
best placed to deliver the desired returns.
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 `  In the UK, we exercise our judgement in decisions on governance 
matters based around the recommendations contained in the UK 
Corporate Governance Code. We expect companies to comply with 
this code, or explain to our satisfaction why they do not currently 
do so. We are also cognizant of the ideas raised in this area by the 
National Association of Pension Funds, the Association of British 
Insurers, the International Corporate Governance Network and the 
Organisation for Economic Co-operation and Development (OECD). 
Our aim is to act consistently on the same governance matters 
across different companies, whilst making full allowance for varying 
circumstances between companies on a case-by case basis as 
necessary. In particular, we are happy to discuss with investee 
companies how we might apply our approach in any given situation. 
(The main areas, which might be covered in such dialogue, include 
composition of the board and its principal subcommittees, directors’ 
remuneration and shareholder rights).

 `  If we intend to vote against or abstain on a particular board 
resolution, we aim to contact the company concerned prior to 
voting, to explain our rationale and invite response. Sometimes, 
having registered our disapproval, we may decide to be more 
positive in our voting if the company indicates they will address 
the issue concerned to our satisfaction. Thus, we believe that 
constructive engagement with companies on governance matters 
prior to voting can, subject to the response, avoid a less than fully 
supportive vote. Voting is therefore a supplement to, and not a 
substitute for, effective private and direct communication with 
company managements on governance issues. Such matters will 
be dealt with via engagement by our specialist governance team. 
This engagement occurs in liaison with our investment analysts/fund 
managers, who also engage with their investee companies. In our 
engagement we will, where practicable, apply the principles set out 
in the UK Stewardship Code.
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