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Proxy Voting and Engagement
Guidelines: Rest of the World
State Street Global Advisors’ Rest of the World Proxy
Voting and Engagement Guidelines1 cover different
corporate governance frameworks and practices in
international markets not covered under specific country/
regional guidelines. These Guidelines complement
and should be read in conjunction with State Street
Global Advisors’ overarching Global Proxy Voting
and Engagement Principles, which provide a detailed
explanation of our approach to voting and engaging with
companies, and State Street Global Advisors’ Conflict
Mitigation Guidelines.
At State Street Global Advisors, we recognize that markets not covered under specific country/
regional guidelines, specifically emerging markets, are disparate in their corporate governance
frameworks and practices. While they tend to pose broad common governance issues across
all markets, such as concentrated ownership, poor disclosure of financial and related-party
transactions, and weak enforcement of rules and regulation, our proxy voting Guidelines are
designed to identify and to address specific governance concerns in each market. We also
evaluate the various factors that contribute to the corporate governance framework of a country.
These factors include, but are not limited to: (i) the macroeconomic conditions and broader
political system in a country; (ii) quality of regulatory oversight, enforcement of property and
shareholder rights; and (iii) the independence of judiciary.

State Street Global
Advisors’ Proxy Voting
and Engagement
Philosophy in
Emerging Markets

State Street Global Advisors’ approach to proxy voting and issuer engagement in emerging
markets is designed to increase the value of our investments through the mitigation of
governance risks. The overall quality of the corporate governance framework in an emerging
market country drives the level of governance risks investors assign to a country. Thus, improving
the macro governance framework in a country may help to reduce governance risks and to
increase the overall value of our holdings over time. In order to improve the overall governance
framework and practices in a country, members of our Asset Stewardship Team endeavor to
engage with representatives from regulatory agencies and stock markets to highlight potential
concerns with the macro governance framework of a country. We are also a member of various
investor associations that seek to address broader corporate governance-related policy issues
in emerging markets. To help mitigate company-specific risk, the State Street Global Advisors
Asset Stewardship Team works alongside members of the Active Fundamental and emerging

market specialists to engage with emerging market companies on governance issues and
address any specific concerns, or to get more information regarding shareholder items that are
to be voted on at upcoming shareholder meetings. This integrated approach to engagement
drives our proxy voting and engagement philosophy in emerging markets.
Our proxy voting Guidelines in emerging markets address six broad areas:

Directors and Boards

•

Directors and Boards

•

Accounting and Audit-Related Issues

•

Shareholder Rights and Capital-Related Issues

•

Remuneration

•

Environmental and Social Issues

•

General/Routine Issues

We believe that a well constituted board of directors, with a balance of skills, expertise and
independence, provides the foundation for a well governed company. However, several factors,
such as low overall independence level requirements by market regulators, poor biographical
disclosure of director profiles, prevalence of related-party transactions, and the general resistance
from controlling shareholders to increase board independence, render the election of directors as
one of the most important fiduciary duties we perform in emerging market companies.
We vote for the election/re-election of directors on a case-by-case basis after considering
various factors, including general market practice and availability of information on director skills
and expertise. We expect companies to meet minimum overall board independence standards,
as defined in a local corporate governance code or market practice. Therefore, in several
countries, we will vote against certain non-independent directors if overall board independence
levels do not meet market standards.
Our broad criteria for director independence in emerging market companies include factors
such as:
•

Participation in related-party transactions

•

Employment history with company

•

Relations with controlling shareholders and employees

•

Company classification of a director as non-independent

In some countries, market practice calls for the establishment of a board level audit committee.
We believe an audit committee should be responsible for monitoring the integrity of the financial
statements of a company and appointing external auditors. It should also monitor their qualifications,
independence, effectiveness and resource levels. Based upon our desire to enhance the quality
of financial and accounting oversight provided by independent directors, we expect that listed
companies have an audit committee constituted of a majority of independent directors.

Proxy Voting and Engagement Guidelines: Rest of the World

2

Further, we expect boards of Straits Times and Hang Seng listed companies to have at least one
female board member. If a company fails to meet this expectation, SSGA may vote against the
Chair of the board’s nominating committee or the board leader in the absence of a nominating
committee, if necessary.

Audit-Related Issues

The disclosure and availability of reliable financial statements in a timely manner is imperative for
the investment process. As a result, board oversight of internal controls and the independence of
the audit process are essential if investors are to rely upon financial statements. We believe that
audit committees provide the necessary oversight for the selection and appointment of auditors,
the company’s internal controls and the accounting policies, and the overall audit process.

Appointment of
External Auditors

We believe that a company’s auditor is an essential feature of an effective and transparent
system of external supervision. Shareholders should be given the opportunity to vote on their
appointment or re-appointment at the annual meeting. We believe that it is imperative for audit
committees to select outside auditors who are independent from management.

Shareholder Rights
and Capital-Related
Issues

State Street Global Advisors believes that changes to a company’s capital structure, such as
changes in authorized share capital, share repurchase and debt issuances, are critical decisions
made by the board. We believe the company should have a business rationale that is consistent
with corporate strategy and should not overly dilute its shareholders.

Related-Party
Transactions

Most companies in emerging markets have a controlled ownership structure that often
includes complex cross-shareholdings between subsidiaries and parent companies (“related
companies”). As a result, there is a high prevalence of related-party transactions between the
company and its various stakeholders, such as directors and management. In addition, intergroup loan and loan guarantees provided to related companies are some of the other relatedparty transactions that increase the risk profile of companies. In markets where shareholders
are required to approve such transactions, we expect companies to provide details about the
transaction, such as its nature, value and purpose. This also encourages independent directors to
ratify such transactions. Further, we encourage companies to describe the level of independent
board oversight and the approval process, including details of any independent valuations
provided by financial advisors on related-party transactions.

Share Repurchase
Programs

With regard to share repurchase programs, we expect companies to clearly state the business
purpose for the program and a definitive number of shares to be repurchased.

Mergers and Acquisitions

Mergers or reorganization of the structure of a company often involve proposals relating to
reincorporation, restructurings, liquidations and other major changes to the corporation.
Proposals that are in the best interest of the shareholders, demonstrated by enhancing
share value or improving the effectiveness of the company’s operations, will be supported.
In general, provisions that are not viewed as financially sound or are thought to be destructive
to shareholders’ rights are not supported.
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We evaluate mergers and structural reorganizations on a case-by-case basis. We generally
support transactions that maximize shareholder value. Some of the considerations include,
but are not limited to, the following:
•

Offer premium

•

Strategic rationale

•

Board oversight of the process for the recommended transaction, including director and/or
management conflicts of interest

•

Offers made at a premium and where there are no other higher bidders

•

Offers in which the secondary market price is substantially lower than the net asset value

We may vote against a transaction considering the following:
•

Offers with potentially damaging consequences for minority shareholders because of
illiquid stock

•

Offers where we believe there is a reasonable prospect for an enhanced bid or other bidders

•

The current market price of the security exceeds the bid price at the time of voting

We will actively seek direct dialogue with the board and management of companies that we have
identified through our screening processes. Such engagements may lead to further monitoring
to ensure the company improves its governance or sustainability practices. In these cases,
the engagement process represents the most meaningful opportunity for State Street Global
Advisors to protect long-term shareholder value from excessive risk due to poor governance and
sustainability practices.

Remuneration

We consider it to be the board’s responsibility to set appropriate levels of executive
remuneration. Despite the differences among the types of plans and the potential awards,
there is a simple underlying philosophy that guides our analysis of executive remuneration:
there should be a direct relationship between executive compensation and company
performance over the long term. In emerging markets, we encourage companies to disclose
information on senior executive remuneration.
With regard to director remuneration, we support director pay provided the amounts are
not excessive relative to other issuers in the market or industry, and are not overly dilutive
to existing shareholders.
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Environmental and
Social Issues

As a fiduciary, State Street Global Advisors takes a comprehensive approach to engaging
with our portfolio companies about material environmental and social (sustainability) issues.
We use our voice and our vote through engagement, proxy voting and thought leadership in
order to communicate with issuers and educate market participants about our perspective on
important sustainability topics. Our Asset Stewardship program prioritization process allows us
to proactively identify companies for engagement and voting in order to mitigate sustainability
risks in our portfolio. Through engagement, we address a broad range of topics that align with our
thematic priorities and build long-term relationships with issuers. When voting, we fundamentally
consider whether the adoption of a shareholder proposal addressing a material sustainability
issue would promote long-term shareholder value in the context of the company’s existing
practices and disclosures as well as existing market practice.
For more information on our approach to environmental and social issues, please see our
Global Proxy Voting and Engagement Guidelines for Environmental and Social Issues available
at ssga.com/about-us/asset-stewardship.html.

General/Routine Issues

Some of the other issues that are routinely voted on in emerging markets include approving the
allocation of income and accepting financial statements and statutory reports. For these voting
items, our guidelines consider several factors, such as historical dividend payouts, pending
litigation, governmental investigations, charges of fraud, or other indication of significant concerns.

More Information

Any client who wishes to receive information on how its proxies were voted should contact its
State Street Global Advisors relationship manager.

Endnotes

1

These Proxy Voting and Engagement Guidelines are also applicable to SSGA Funds Management, Inc. SSGA Funds
Management, Inc. is an SEC-registered investment adviser. SSGA Funds Management, Inc., State Street Global Advisors
Trust Company, and other advisory affiliates of State Street make up State Street Global Advisors, the investment
management arm of State Street Corporation.
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About State Street
Global Advisors

Our clients are the world’s governments, institutions and financial advisors. To help them achieve
their financial goals we live our guiding principles each and every day:
•
•
•
•

Start with rigor
Build from breadth
Invest as stewards
Invent the future

For four decades, these principles have helped us be the quiet power in a tumultuous investing
world. Helping millions of people secure their financial futures. This takes each of our employees
in 27 offices around the world, and a firm-wide conviction that we can always do it better. As a
result, we are the world’s third-largest asset manager with US $3.12 trillion* under our care.
* AUM reflects approximately $43.72 billion USD (as of December 31, 2019), with respect to which State Street Global
Advisors Funds Distributors, LLC (SSGA FD) serves as marketing agent; SSGA FD and State Street Global Advisors
are affiliated.

ssga.com
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