
How are investors losing value through 
corporate actions? 

Chris Barrow: Corporate actions are a 
notoriously difficult area where big losses are 
not uncommon. Various technology initiatives 
have emerged over recent years to address 
some of the problems, especially to reduce 
processing errors and improve data quality. 
However, SCORPEO addresses a quite different 
problem. We focus exclusively on analysing 
and capturing the ‘economic value’ embedded 
within corporate actions. The primary function 
of our technology platform is to highlight 
suboptimal corporate action elections and 
automatically capture the intrinsic value and to 
increase fund performance and investor returns.    

There are about two million corporate actions 
every year and many of these require an 
election to be made, for example, scrips 
offering cash or stock, rights issues, tenders 
and stock buy-backs. These decisions can 

have significant economic impact on the fund 
performance, but making the optimal decision 
every time is not easy. A lot of value is missed 
in the asset management process through 
economically suboptimal choices being 
processed in corporate actions elections. 
This is, of course, not deliberate. There is a 
lot of complex documentation to read and a 
massive processing effort involved in making 
these decisions within the required deadlines, 
and sometimes other variables such as foreign 
exchange, domicile, and regulation make it 
even more complicated.

Traditionally, this hasn’t been a huge area of 
focus as it’s often considered a peripheral 
issue to the main investment activity. We 
have built an innovative data and technology 
solution to make it easy for asset owners 
and asset managers to not only understand 
where and how much value is missed but also 
how they can use our technology platform 
to catch it. Asset managers do not have this 

Mind the value gap

Value is going amiss in the world of corporate actions, but 
SCORPEO has the innovation to stop the dollars from slipping 
away. Executives Chris Barrow and Mark Proffitt explain how
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technology or might not have the tools to 
extract the optimal value and, quite frankly, 
we’re not talking about huge numbers in terms 
of fund performance, we’re talking about 10 
to 50 basis points across the portfolio. So the 
incentive isn’t always there either, yet the value 
is available to be captured so why not do so? 
At an industry level it obviously amounts to 
vast sums of money. 

Mark Proffitt: The numbers of corporate 
actions are increasing, and so is the complexity, 
so often an asset manager will select the 
default election. If we take the example of 
UK scrip issues, where the options are cash 
or stock, on the deadline of that election 
one option will be worth more than the other 
economically, so it will be more beneficial for 
the fund to receive the option with the most 
value. For UK scrips, the default is the cash 
option but it is not unusual that by the market 
election deadline, the stock would be the 
optimal economic option.

How does this translate into actual 
monetary worth?

Barrow: To stick with the same example, in 
2015, in UK scrips alone, $453 million was 
missed. There are no winners or losers here, it’s 
just value that was not realised. Over the last 
five years, that value amounts to $1.7 billion in 
the UK. It was $1.37 billion in France and $1.4 
billion in Spain. So it is significant sums.

Proffitt: This is intrinsic value within the 
portfolio holdings, which hasn’t always been 
picked up in the past. The sheer volume of 
corporate actions means the default option 

tends to be chosen, meaning the intrinsic value 
that’s available is missed. By outsourcing this 
and automating the process, we have found a 
way to add that value for investment managers 
and beneficial owners.

What should asset managers be doing to 
make corporate actions work harder for 
investors? And are they willing to do it?

Barrow: We speak to a lot of asset managers 
who say the number of corporate actions 
elections they’re dealing with is overwhelming. 
To deal with it more comprehensively, they would 
have to dedicate resources, time, expertise 
and technology development. There are a lot of 
financial technology companies emerging that 
have highlighted a tricky operational process 
or decision-making function and found an 
enabling tech solution to benefit the user and/
or the customer, and that’s what we’ve done for 
corporate actions optimisation.
 
Asset managers have been very open to using 
our services, whether it’s SCORPEO Value 
Analysis, SCORPEO Analytics or the SCORPEO 
Value Capture Programme. Investment 
managers and indeed their clients want to 
understand the areas where they are missing 
value and remedy the issue where possible.

However, they are also looking for solutions 
to reduce costs and enhance performance 
without distracting from their core investment 
management activity, so a technology solution 
that runs in the background that they can 
trust to highlight any suboptimal corporate 
actions and optimise them, is proving to be a 
compelling proposition.

“ A lot of asset managers say the number 
of corporate actions elections they’re dealing 
with is overwhelming. To deal with it more 
comprehensively, they would have to dedicate 
resources, time, expertise and technology 
development

”

Stephanie Palmer reports Corporate Actions 
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How does the technology work?
 
Barrow: Conceptually it’s quite simple in that 
our technology tracks thousands of corporate 
actions, analyses the economically optimal 
election against the asset manager’s decision 
and automates the processing of the optimal 
election to lock in the value for the client. But, like 
many of the best software solutions, it sounds 
easy but it has taken several years to develop.

The service is the SCORPEO Value Capture 
Programme and the proprietary tech platform that 
powers the programme is SCORPEO Harmonia. 
It steps in once the portfolio manager’s election 
has been made but prior to the corporate action 
deadline. The platform tracks huge amounts of 
data across thousands of securities and multiple 
indices, including stock and cash values in relation 
to underlying securities and we have an analytics 
team taking in all the associated documentation 
that comes with a corporate action. 

It processes all of that data, taking into account 
the election decisions and various corporate 
action deadlines, calculates the optimal election 
and optimises accordingly. The optimisation 
is achieved mitigating all operational risks 
and without adding market risk and this is 
fundamental to our technology platform. In a 
way it simply operates as a safety net, picking 
up any decisions that would otherwise have been 
economically suboptional, turning them into 
optimal decisions.

Proffitt: The technology has been in development 
for about five years and allows custodians to 
offer it as part of their own solution, but we can 

also deliver it directly to investment managers. 
The technology platform can be cloud-based so 
it is portable and very scalable. It also has to be 
robust and use a dependable data structure so 
we are also incorporating aspects of blockchain 
for ledger data. It must also be easy to use, so 
it is specifically designed to fit in with existing 
processes without causing any disruption to 
the client, whether that’s an asset manager or 
global custodian, and however they decide to 
implement it. 

It’s also important to note that we are not an 
advisory function. The investment manager 
always has full autonomy over the decision, 
whether it’s as simple as choosing cash or stock, 
or whether it’s a more complex decision with three 
or more options. The tech programme simply 
monitors decisions and catches suboptimal 
choices, in a completely objective way.
 
Barrow: We offer a retrospective tool, SCORPEO 
Value Analysis, that allows us to analyse a client’s 
portfolio and historic election data for a period of, 
for example, five years, and to generate a report 
to show exactly how much value was missed 
through corporate actions decisions.

Some asset managers are more active than 
others in managing these decisions but across 
all the analysis we have done, there has always 
been value missed on some scale.

Are there regulatory benefits to this kind of 
value analysis?

Barrow: If you look at what’s going on across the 
industry in terms of what global regulators are 
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“ The investment manager always 
has full autonomy over the decision, whether 
it’s as simple as choosing cash or stock, or 
whether it’s a more complex decision with 
three or more options

”

Corporate Actions 
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aiming for and also what investor initiatives are 
focused on, you can clearly see where this fits 
in. The UK Financial Conduct Authority’s (FCA) 
agenda in terms of transparency across the value 
chain is at the top of many to-do lists. We work 
quite closely with industry bodies such as the 
Pensions and Lifetime Savings Association and 
the Investment Association, which have similar 
costs and transparency agendas, and a lot of 
investment managers have their own initiatives 
to make sure underlying clients know the cost of 
managing portfolios and understand exactly how 
performance is generated.

There is an aspect of fiduciary responsibility 
in making good decisions, optimising returns 
for clients, and showing that you’re not 
making decisions that disadvantage them. 
There is no specific regulation about making 
optimal decisions in corporate actions, but the 
overarching sentiment of the industry seems to 
be to drive greater transparency and to optimise 
the value available in a portfolio, so our services 
certainly help clients meet those requirements.

Proffitt: Equally, for pension funds and 
beneficial owners, anything that increases 
performance will be very interesting, even if the 
gains are marginal. Anything that can increase 
performance is positive for the beneficiaries and 
for reducing deficits.

Another thing to consider here is the investment 
management agreement (IMA), which is an 
institutional mandate between investors and their 
investment managers.

It is quite likely that optimising corporate actions 
decisions will be something that is covered in the 
IMA in the future, and something that managers 
should respond to.

I don’t think it will become a legal obligation 
in itself. There are so many factors involved 
in how value is missed and how decisions can 
be optimised, and there are some restrictions 
on the tools investment managers have to do 
that. However, industry players are starting to 
recognise that these elements can add up and 
become quite significant, and investors should 
have a right to know whether their investment 
managers are optimising corporate actions 
decisions, and if so, how they are doing that. AST

“ There is an aspect of 
fiduciary responsibility in making good 
decisions, optimising returns for clients 
and showing that you’re not making 
decisions that disadvantage them

”

Corporate Actions 


