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[Stewardship Activity Roadmap]
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3. Stewardship Theory & Al @}

et Al

1. Agency Theory vs. Stewardship Theory

f2jel ol& HAL o]&
Homo Economicus Trustworthy
o7t B4 Ecornomic Rationality; Opportunism TEER
W32]7 x-olE W27 y-o]2
FZ714 20 2543
a4} 25
(shareholder wealth maximization) HEAEE 7tE 2
Principal vs. Agent: oaAtE 3R] 7] (steward)
= ys
Z=EA9] fa] ") WA Trust, Commitment
BB
Contractual relationship Check and Balance
CEO - oJARE] 97 £2 CEQ - ojAlE] 9% AY
ojAt2] #Donaldson & Davies(1994): 3370 O/ = SAF CHat 24
CEODF 0lAtRl 2| &2 ZaE 2lAte] ROEDN O =L
Adam Smith (17767, Daviz, Donaldson(1997)
CHES At
Jensen & Meckling (1976) Tomorrow's Company (2008)
9 §§ 04 AQEN B/ 8ge] 27, F5HAK)

3. Stewardship Theory @ Xl 2}

St

1. Agency Theory vs. Stewardship Theory

Agency theory

Stewardship theory

Foundational work  Jensen and Meckling (1976)

Refationship Based on the principal-manager relationship: describes
the individual-level agent behaviors and the firm-
level agency governance mechanisms thatare
implemented in response

A ! E ic model of man

Behavior Opportunistic: Individual/self-serving

Governance Monitering and incentive systems: mechanisms to

curb opportunistic behavior by aligning the interests
of the manager with those of the principal
iy . Quicome Pro-organizational outcomes; Firm performance by
way of cost minimization

Davis et al. (1997)

Based on the principal-manager relationship:
Describes the individual-level steward
behaviors and the firm-level stewardship
governance mechanisms that are
implemented in respanse

Humanistic model of man

Pro-organizational: Collective/other-serving

Trust systems: Mechanisms to encourage
cooperation and involvement to facilitate the
natural alignment of interests between the
manager and principal

Pro-organizational outcomes; Firm
performance by way of wealth maximization

Characteristic Agency theory Stewardship theory
1. Model of man Economic man Self-actualizing man
Behaviour Self-serving Collective senving
2 Psyd'-olpgi;al mechanisms Lower order/economic needs Higher order needs (growth,
Motivation (physiological, security, economic) achievement, self-actualization)
Extrinsic Intrinsic
f“di a:“mmﬁﬂ’“" Cther managers Stakeholders
P Low value commitment High value commitment
Institutional (legitimate, Personal (expert, referent)
G . coercive, reward)
3 st nisms Control-oriented Involvement-criented
4. Manzgement philosopty Control mechanisms Tust
Risk orentation Shortterm oy
Time frame ot st Perfom:la‘noe enhancement
Objective Individualism Collecsirem
5. Culturzl differences High-power distance Low-pawer distance
- 12- Source: Armstrong (73), adapted from Davis, Donaldson and Schoorman {17}
SUAFY FSH MU= BA
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3. Stewardship Theory R Al 2} 8t Al

o

2. Stewardship Theory, E3 I GHH|

» Stewardship Theory S2!: Empower and Trust

» Stewardship Theory 3HA|:
- Incentive Incompatibility
- Double Standards

o e
i e o

Empower and 0] AFS]
trust HAR

ﬂ:‘:ewards

Shareholders’
profits and

retumns
@ areholders

Intrinsic and
extrinsic
motivation

Protects and maximise

: A 2re| A
shareholders wealth Engagems \ Agents
= 13 3
4. UK Stewardship Code & AFHA HH A 1 St
1. 9 =2 Stewardship Code A& H{ZA
1] 2008 2EY ZEFD| & FlU7=E =H|
- Ownership Yacuum, Ownerless Corporation, Absentee Landlord £ ©2| A2 F2| =5 72
(B NME A= 7d U] AlLH 280 2 "o 20 23 3 et A ZERS0 FEE Z2F
SZWMBU 0 E= 22 e Y HEE ZESI= 2IAFRIINEE HY U= FFEMe S E otA E

I, 220 One of the systemic flaws laid bare in the credit crunch iz an ownership vacuum: the
big institutional holders of shares — pension and insurance funds, investing on hehalf of their
members— falled 1o act as responsible, engaged owners, but stood by while executives at banks and
other companies embarked on a journey of reckless destruction.(R. Sutherland. A Plea to Sir David:

Save Our Schools, Jobs and Pensions from Britain’s Timid Investors’, Observer,12 July 2009)

2) B2 H2, AESRHL F=E
- 200a'E 28, Sir David ‘Walter CHEHBE Z9: 20003 118 262, FRCH| ‘Walter Report HIE:

A Review of Comporate Govemance in UK Banks and Other Financial Industry Entities: Final Recommendations
- Walter Report, = AR AR HA 2 EH SE JNAFAIL AN AT NES

FRC = 5t0fl AFHCEYN DEZQSSHANNM AIHE A2 HD
3] FRC, 20109 78| ‘The UK Stewardship Code’ =&, &t &

_14_
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4. UK Stewardship Code < AF= tHi Z 1} SHA|

2. ¥ =2 Stewardship Code SZ!

1) Stewardship Responsibility & =2/

- N EL ==F & R(Fiduciary duty)2t 72512 Holl AF0H S AU QL HeH
- JH(FRA FFE2 FAUAF AL FEHH= H2Rioght)?E ol 2t 2 RF0utvets 2 =
Walker= Duty of Stewardship H3 & A F=oE MO ERE UFEF= oM 2HeE

H&:
=
E=3

oo S g Falo w2 2 o gHs

L

i 2FHEY 9F

2) Management Monitoring & Engagement &3 2| SHEf

- MFE Ho EgF B 21y EEnvironments), S(Society), GlGovernance) S22 25 &

3) AN S ASFE YRE| THENOR Ax

- Stewardship Code2| Time HorizonZ H2| =2 SCH22F ofL 2 &2 Al2hd

- FRCL2012): Stewardship ams to promote the long term success of companies in such a way that
the utimate provider of capital also prosper. Effective stewardship benefits companies, investors

and the economy as a whole,

4) Code : Comply or Explain @4 RH == AlE4A

HFHAANHZ2AISZINUHZ A5t gt v

I-H‘

b) DI 2EREAIS] AR 2F HE PH G| AR Fe

_15_

4. UK Stewardship Code & AFHA HH A 1 St

3. SC J|CHED 2hHd =7

“@
o
al
B
0
Hl
o
1
44
44 4
1o
i
iy
14
o
0g
i
2
M
o
>,
|0
(|
§2
4
=
=
2
-
El
=
o
9
r
(|
=5

% Probable Answersto Q1

UK Stewardship Code: 250 SA9| =2 M2 0|AlR|0f| SISt I R=ZE 0|2 B85t
= Z1=2 = FHe|(The primary {(stewardship) responsibility rests with the board of the company,

. Investors in the company also play an important rale in holding the board to account for

the fulfillment of its responsibilities). ?
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4. UK Stewardship Code < AF= tHi Z 1} SHA|

3.9COIUER A =X

++ Probable Answersto Q2
- D|2ERAS] SO 012 =7 A 70| HlEE = B Stewardship Code2| E1}b BifEEEE
- =0l Bt A=A EHAM = I |2 S=AAS T OO0 20| == &

SRR EEHAL T E Ea(200072013)

= W

-]
o I 1
SR —————
=2y 204%
FEABHN 1805
ozo N =
i Institutional investor ownership in US Average holding period, US
8 =% parcent Months
e ] 2o% 57.1
o% 200% 100 G00% 800% 70

A= AISAIZAPA2015)

cHerE?

5
A — 82| = U] =52 X8
- 2015 OECD/G20 Principle
- 2015 European Pardiamert ¢
Legal Affair Committee .~
o 4 1975 2000 2009 1980 2000 2009
- 17 - )
4. UK Stewardship Code & AFHA HH A 1 St
3. 9 =2 Stewardship Code J|CH=2} =7
< Probable Answersto Q3

- The Stewardship Code’s Achilles’ Heel (Cheffins, 2010) ¢ "After all, before the financial crisis,
inztitutional shareholders were arguably part of the problem rather than the solution, as they were
relaxed about banks using leverage 1o pursue high returns on equity, tended to deride cautious
management and applied pressure for high dividends and share buy-backs that depleted capital.
Moreover empirical studies of shareholder activiem by mainstream shareholders on the long-term
operating performance of companies wirtually all report no statistically significant improvement. ”
- 0= CalPERS,

Z 20 MAEE FAEE S =YY 0 22 HEd 22 FALYEE HEE |77
= A= SR Ate]: 20184 10E Ce s HE AR EM HE

HEHE BHE= Mol FAZA ESL SIHAEHEES 2HME ML BEEHA AZ 0%

ESLE AlWAZFH PES =2 1T E 27/ AW L= 2006~20128 004 609 Zafe FhALSE DR

Mo ZHSE HDE Aol AMFAE = U2AE 602 2l 2|2 =32 0|2 A FY

= 18 =
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4. UK Stewardship Code & AFE 1 E 1} SHA|

3. ¥ =2 Stewardship Code 2| =2} =

<+ It is about the Incentives, stupid!
J|2ERAFE0] HlZa A SHI| (OHOH AH2 2] 0] =S HEHE M =5}
F?

Stewardship Code =20 P& S0 22=D

rr
o

* Zt7] 1 Is Institutional Investor Stewardship Code Still lllusive ?
(Simon Wong, 2015)

O Inappropriate performance metric and financial arangements that promote
trading and short-term focus

® Excessive portfolio diversification that makes monitoring  of  investee
companies challenging

Lengthening chain of ownership that weakens an ownership mindset

® @

Passive/index funds that pay scant attertion to corporate governance

® Pervasive conflict of interest among assset managers

= 19 =
5. NPS Stewardship Activity & & 1} 2
%+ NPS Stewardship Activity—
OHHIA E Aleh 2 HE D XAl Stewardship HA] 2] K
SUASNN=EE2 S, =4, AIEAIIE,
528 SCol SolMoR o £ HE U 2 (£
1) market power and liquidation problems
- Bt =2 A ZHM SR HAS0| AR el= 8IS, A ERE2 TE 208 A
- NPS2| FAAIZARES U2 H30IZe| Y2 AT HEB(3.5%)2 2t
= Ef2EE?
* oL F=AAE2| H=2 EAF 5% O|LHE 20| A= HI2t
» DUAF AZHE e =40 2|2 MALE b% 0|UHZ MEtetite MEt = HE
Te 13 (A) "14 “15 “16 17 ) | BaCiH A
=ZUFA EXHD (=) 83.9 83.9 94.9 102.4 1315 47.6 (+)
E ZAAE ZHE %) 6.43 6.29 6.57 6.78 6.96 | 0.53%p (+)
A2 5% (1P 0|2 7|2 @) | 253(44) | 252(57) | 271(79) | 265(74) | 276(96) 23(52) (+)
= 20 =

_18_




5. NPS Stewardship Activity 2 & 1} 2 &

2) =B

(B8 2ME] NPS 502 B 239 SH2 MTA US| LT BUHIS =S 20
0l 2 SESE JIASKD B0 HE £ L 22AUMRE IIZ SF2 AV SAKIFD o
= S44 YAEAOSLE HSEX 28 BADF U0 NPS SC= 0 SAISH B SYAD
B214 2 01D 2BHEA| ol TS eto| g1k

[E42r2)

- 2504 G2 YE S0 HHA U KBS HYE A~ AEE AT

JIRHERIAR=S 20 01 A X1 RFCHLERISRES] Al Al 26| S2IR O 2212 8 ALHOF BHCF
- 2OIEZ BETO AW BA HIIB B SUY, MY K 25 27

- esp. JIB2YRNE S DY U Ols WD

[RIES] 201712 28 298 H188 AXHYH B 2 202 AB2 FL JISSEE &

£t B E B HEGEE FENECE HESIQL. A8 JA40 B WEES ZHIler TN
WEF "W SA20 G2 fl 89 /4 SAZEE B0 O SHEL BI85 B2 Q) AF
EN A NEHN & 2 HEH & FR FLGS J/F9 253 H ANEBCIAI g 200 &
De BESH FUET RS FO.T R D Qe THESH EUBTD 28 A0E
2 E8CE 2 BT T WEDN LFL A0 BA BEd ST HE/E0 e E4 X
E HFURNAE HE FEECE HINYA JEIH VNG BHIHFHE 2450 20 —
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5. NPS Stewardship Activity & & 1} 2
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3) Politicization and Conflicts of Interests

T
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fOEE] FHIAYMNSBE TIO FSESOI0. GE0) 8 S84 7155 S88 S8E&E 7/
2O ARG T 28 SEE 25 0F s FPEAY FEO EHLHH BFOF O/ E 48
= FHUH AT S+ [P JE FR0M FHSITZFEY OINSE FES HIGMNZTE
LG E FE JEEHE SN JIZEEL 247 2280 fE20 JIZEEQEaF &
ZELL

HEEREFES A2 SHRYZ0 HEHRN DT GHECE YR =M MUE L F
£ E 4N A 2y 28 0N, §ESCE NENOE 38, DS NE 38, Y8Ry
68, BHNEI 2F £ 20HCE FAEL D YIZRHII0 FESL A HEE S
HEBEE =20 QIS ANBE G BEES AR NHEON FHEEH 288 FFP &
ELO BEE M 201 AL D 28E s8N TR SRy I HEHTE B34S
B 208 N NEe FFE A2 LI A2 AFE MO0 MEANE 5F,
ZENHE 3, JHALNYE 68 S0/ HEE 0 QO Of80) 2171 =78 WHEG=T 2
S gl SEF R F2/8 FF 3 LES WEA HEO JoL S R ES HF L
£~ AEE0 10% S0 BE 20518 224 WEJ L 220 FHE HESLE HO0
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5. NPS Stewardship Activity 2 & 1} 2 &

3) YPHI|RZETESCR A 9= NPS SC, REI0| M AF I B2 5 B2
- BBNPS SCi= FA ARAIS) 20% 018re Al SR CHAHAM L AF01SY MY 2 A SBHCH
- NPSJ} BDI9 S0/ G2 SRUCHE TA| RH| O3 28 2ES HE-BH5ID 28
AHS )| H o= SHE BHHOE BT

sl e

ZHE D22 NPSE CHE21, SCE ZE2tof B

=" D= 1A =2HIA =R RO 251 MIE #E=0MH =57 E & BSG &
(]

| =HIIF = NPSIF =28 BHEHO| 2F25h= ESGH| AILEA|

5) =EH)| D] Al 2R

- NPS SC= HHEF SA| B& B2 2b=5t=d)| 0

FAlek= CHE 213R0I0h 2R 0= Mo mils 2| F4 ERE JEZ 32t SR
Z=ZH)| JHxIE M D5H= 20|CH

[

(=]
oA
ro

Stewardship Responsibility=| =24

= 23 3
6. Epilogue

1) Stewardship Is Full of Good Intents As Like Other Nirvana Approaches

2) Good for the Institutional Shareholders, Not Good for the Others

3) Premature Stewardship Activity May Hurt the Market and the Fund

4) Incentive Structure Does Matter for the Stewardship Responsibility

| o ) 1

5) What CEOs Have TODO  |(fical behavior of firms) % | 98
SATA S e =
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