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US INSTITUTIONAL INVESTORS GIVE SECURITIES REFORMS MIXED REVIEWS 
 

THEY NEED BETTER DATA AND BOARDS, NOT CEO SIGNATURES 
 
US institutional investors are unimpressed with the part of the new Sarbanes-Oxley securities 
regulations that requires CEOs and CFOs to sign their companies’ financial statements and instead are 
focused much more on the regulations’ tighter control of disclosure and corporate governance.  
 
These are among the findings of a survey released today by Makinson Cowell based on interviews 
with 22 US institutions that collectively manage over $2.5 trillion in assets and are among the leading 
US investors in foreign stocks. 
 
While some of the investors feel that parts of the Sarbanes-Oxley provisions should be reconsidered, 
many believe that whatever regulations apply to US companies should apply equally to non-US 
companies. The institutions say that some European companies have improved their disclosure to 
investors in recent years but that too many still provide far too little transparency to their financial 
results. The respondents say that the biggest weaknesses in many European companies’ financial 
reporting are the lack of detailed reporting by business segment and the undisclosed use of extensive 
provisions. 
 
The primary value that the interviewees see in recent US reforms is in additional reporting 
requirements, particularly on off balance sheet financing, executive compensation and executives 
trading in their companies’ own stock. 
 
The investors say that part of the cause of the US scandals was the excessive incentive compensation 
system tied to short-term performance during the tech bubble. As a result, they are fundamentally 
reassessing the methods of management compensation that dominated in the US during the boom 
market. The respondents also place a lot of the blame on lax or incompetent boards of directors, 
conflicted or complacent advisors and the investors themselves for not being more vigilant in detecting 
the wrongdoing earlier. 
 
Most do not see the need for major revisions to US generally accepted accounting principles (US 
GAAP) or replacement in whole by international accounting standards (IAS). They say that US 
GAAP, UK GAAP and IAS are all robust systems but that no set of accounting standards could 
prevent criminal behavior by determined managers. 
 
Where the investors do see room for the US to learn from overseas is in the area of corporate 
governance. They say that the UK is the role model for corporate governance. Most major UK



 

companies clearly separate the CEO and chairman positions, have a non-executive chairman, and have 
truly independent directors on the board that actively oversee company management and reporting. 
 
-ends- 
 
 
Notes to Editors: 
 
Makinson Cowell is an independent capital markets advisory firm founded in 1989 that provides 
research and advice to leading global companies on their relations with institutional equity and fixed 
income investors. With offices in London and New York, the firm has a special expertise in advising 
companies on cross-border investor issues. 
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