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The $900bn US investment giant 
Dimensional Fund Advisors is taking 
aim at Australian companies intent on 
paying generous executive bonuses 
while ignoring the impact of Covid-
linked losses or the benefit from inflated 
earnings due to JobKeeper support.

Dimensional, backed by famed US 
investor David Booth, is also warning 
boards not to follow the path of European 
majors such as Shell, or more recently 
Rio Tinto, in having shareholders vote 
on company-backed climate proposals 
at annual meetings, arguing this 
can lead to a form of greenwashing.

Dimensional has billions of dollars 
tied up in ASX companies and holds 
sizeable stakes in Australian companies 
such as BHP, Boral, Ampol and 
Wesfarmers across several funds.

According to a scorecard of last year’s 
voting track record, Dimensional used its 
clout to vote against Rio Tinto directors 
as a result of the Juukan Gorge scandal.

It also took aim at Star City in late 
2020 for issuing short-term bonuses 
to management despite Covid-
linked losses, and tech company 
Next DC for issuing shares to 
new investors at a ¬discount.

But Dimensional plans to focus on 
bonus structures for executives, 
particularly for boards that are seeking 
to look through Covid-linked pressures 
which caused earnings to drop and 
continue to pay executives bonuses.

Dimensional head of Asia-Pacific 
portfolio management Bhanu Singh said 
there had been “overreach” by boards 
and management in pushing for an 
extraordinary event over agreed metrics.

“Covid did a bit of that in Australia … 
‘we will forego this particular period 
because of Covid issues, and therefore 
we’ll continue to pay executives as if 
Covid didn’t happen to us’. That doesn’t 
make any sense … this is part of running a 

business,” Mr Singh said in an interview.

“We want a guarantee around how 
executives should be compensated. 
We want the metrics to be pretty clear.

“And we want the link to be 
based on long-term performance 
and not on single triggers.”

The comments underscore how 
Australian companies are coming 
under intense pressure from big 
international investors to lift their 
governance to global standards.

Mr Singh said boards and directors should 
be in the firing line if there were failures 
of governance and he was prepared to 
use his fund to vote against directors.

“Corporate governance is the driver 
of price improvement and returns. 
So we take it very seriously,” he said.

“We think the board of directors should 
manage all risks at the company, and 
should have oversight over those risks.

“For example, climate change or 
social issues, all of these should be 
considered by the board as another 
risk as part of company ¬operations.”

Dimensional has been holding talks 
with Rio Tinto since the iron ore miner’s 
Juukan Gorge cave destruction scandal 
to ensure the company is overhauling its 
governance and environment processes.

Rio got itself into the Juukan situation 
due to a “failure of governance at 
the board level”, Mr Singh said.

The Texas-based Dimensional is known 
globally for its factor-style investing 
and focus on long-term returns.

Latest figures show its flagship 
Australian core equity trust last 
calendar year returned 18.9 per cent, 
outperforming its benchmark, the 
S&P/ASX 300. The fund, co-founded 
by David Booth, Rex Sinquefield and 
Larry Klotz 40 years ago, started 
out pushing for higher governance 

standards across small cap companies.

Mr Singh said it could be a matter of 
time before more Australian companies 
started following the overseas model 
of giving investors the opportunity 
to vote on company-sponsored non-
binding climate change proposals.

As well as Rio Tinto, Santos and Woodside 
plan to ask shareholders for an annual 
vote on the adoption of a climate report.

He argued this was becoming a 
way for companies to outsource 
complex decision-making when 
it came to climate change.

“If you look through their proposals, 
they generally don’t have concrete 
enough information to make a 
decision. This is not a welcome trend.

“The company is basically saying: we 
want to make these massive changes 
to our business and we want to put the 
vote to shareholders to tell us whether 
we should do that.” Separately, Mr 
Singh threw support behind local 
proxy advisers, saying Dimensional 
had urged the Morrison government 
not to push ahead with its now-
scrapped crackdown on the sector.

Treasurer Josh Frydenberg pushed 
through proxy changes before Christmas, 
but the new rules were overturned 
by the Senate earlier this month.

The shake-up exposed the four proxy 
advisory firms in Australia to fines 
of up to $11.1m for companies and 
$1.1m for individuals. It also required 
proxy firms to submit their reports 
to companies they were advising on 
five days before giving it to clients.

The changes were an “unnecessary 
burden” with higher costs likely to be 
passed on to investors and super funds.

Mr Singh noted that proxy advisers 
were a “useful input” but it was 
the fund manager that retained 
control over voting at all times.
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RISKS
Past performance is not a guarantee of future results. There is no guarantee strategies will be successful. Investments involve risks. The investment return 
and principal value of an investment may fluctuate so that an investor’s shares, when redeemed, may be worth more or less than their original value.

The information in this document is provided in good faith without any warranty and is intended for the recipient’s background information only. It does not 
constitute investment advice, recommendation, or an offer of any services or products for sale and is not intended to provide a sufficient basis on which to make 
an investment decision. It is the responsibility of any persons wishing to make a purchase to inform themselves of and observe all applicable laws and regulations. 
Unauthorized copying, reproducing, duplicating, or transmitting of this document are strictly prohibited. Dimensional accepts no responsibility for loss arising 
from the use of the information contained herein.

“Dimensional” and “Dimensional Fund Advisors” refer to the Dimensional separate but affiliated entities generally, rather than to one particular entity.

These entities are Dimensional Fund Advisors LP, Dimensional Fund Advisors Ltd., Dimensional Ireland Limited, DFA Australia Limited, Dimensional Fund Advisors 
Canada ULC, Dimensional Fund Advisors Pte. Ltd., Dimensional Japan Ltd., and Dimensional Hong Kong Limited. Dimensional Hong Kong Limited is licensed by 
the Securities and Futures Commission to conduct Type 1 (dealing in securities) regulated activities only and does not provide asset management services.

AUSTRALIA: This material is issued by DFA Australia Limited (AFS License No. 238093, ABN 46 065 937 671). This material is provided for information only. No 
account has been taken of the objectives, financial situation or needs of any particular person. Accordingly, to the extent this material constitutes general financial 
product advice, investors should, before acting on the advice, consider the appropriateness of the advice, having regard to the investor’s objectives, financial 
situation and needs. Investors should also consider the Product Disclosure Statement (PDS) and the target market determination (TMD) that has been made for 
each financial product either issued or distributed by DFA Australia Limited prior to acquiring or continuing to hold any investment. Go to dimensional.com/funds 
to access a copy of the PDS or the relevant TMD. Any opinions expressed in this material reflect our judgement at the date of publication and are subject to change.

NEW ZEALAND: This material is issued by DFA Australia Limited (incorporated in Australia, AFS License No. 238093, ABN 46 065 937 671). This material is 
provided for information only. This material does not give any recommendation or opinion to acquire any financial product or any financial advice product, 
and is not financial advice to you or any other person. No account has been taken of the objectives, financial situation or needs of any particular person. 
Accordingly, investors should, before acting on the advice, consider the appropriateness of the advice, having regard to the investor’s objectives, financial 
situation and needs. Investors should also consider the Product Disclosure Statement (PDS) and for the Dimensional Wholesale Trusts the target market 
determination (TMD) that has been made for each financial product or financial advice product either issued or distributed by DFA Australia Limited prior to 
acquiring or continuing to hold any investment. Go to dimensional.com/funds to access a copy of the PDS or the relevant TMD. Any opinions expressed in this 
material reflect our judgement at the date of publication and are subject to change.




