Activist shareholders push for reform: ‘corona will be a test of corporate governance'
(summary translation)
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For companies that ended their fiscal year in March, this year's AGMs were conducted amid

the ongoing coronavirus pandemic and saw heightened levels of investor scrutiny.
Shareholder proposals by institutional investors were submitted to a record nineteen
companies at this year's round of June AGMs, and while activist shareholders are refraining
from making proposals that demand enhanced shareholder returns, they are strengthening
their proposals related to governance and internal controls. These sorts of proposals are also

receiving support from other investors.

According to a report by Sumitomo Mitsui Trust Bank, a total of 51 companies received
shareholder proposals at this year's June AGMs. Among them, the number of companies that
received proposals made by institutional investors increased by seven from last year's twelve
to nineteen companies. Proposals to increase dividends and repurchase treasury stock were
about as commonplace as last year, but there was increased demand for medium- to long-
term improvements to corporate value, such as through governance reforms and the

appointment or dismissal of certain board directors.

Seth Fischer, Chief Investment Officer at Hong Kong-based investment fund and activist
shareholder Oasis Management, said in mid-June, "We've been holding video conferences
with many companies since the coronavirus pandemic began. We even have investees with
who we're holding two to three times as many meetings as before and with whom we've

established a deeper relationship.”

This year, Oasis made proposals to Mitsubishi Logistics about share buybacks and the
appointment of two outside directors. U.S.-based voting advisory firm ISS endorsed its
proposal, with Mitsubishi Logistics making the following statement ten days after the
conclusion of its AGM, on June 16: "If dialogue is to continue, we will continue to search for
appropriate personnel, including among candidates proposed via shareholder proposals.”
Although Oasis's proposal for the election of outside directors only received an approval
rating of about 20%, dialogue between the two companies is set to continue even after the
AGM.

Fischer says, "The coronavirus will serve as a test of whether companies are listening to


https://www.nikkei.com/article/DGXMZO62276510U0A800C2000000/

shareholders on the topic of corporate governance reform." Companies must not only meet
with shareholders once a year at their AGMs but make efforts to maintain shareholder

relations (SR), which builds upon continuous dialogue and is becoming increasingly crucial.
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