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Best Practices: Retail Investor Voter Engagement
_____________________________________________________________________________

INTRODUCTION

As the number of retail investors is growing at record-breaking levels, growing numbers of
issuers are needing retail shareholder votes to secure positive proxy outcomes. Historically,
retail shareholders have not been active drivers behind the vote but as the percentage of
shares they own grows, it could make the difference in management winning support for
proposals or reaching a quorum.  To effectively reach these shareholders, it is important for a
company to have a retail investor engagement strategy that spans the entire year, not just
around the time of the proxy vote.

Retail investors are also playing a key role in the ESG conversation, as well as becoming a
pawn in the activist game. A company should own its narrative and proactively share it with
the retail community.

There are some simple ways companies can enhance the voting experience for retail
investors, including making the voting materials more retail-friendly, embracing social
media and engaging year-round.
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1. THE RISE OF RETAIL INVESTORS

The magnitude and influence of retail shareholders is growing, which means more voters to
engage for proxy and special meetings. From the record-breaking new account growth
witnessed by all of the leading retail brokerage firms, the birth of new trading platforms
focused on the Gen Z investor, to the influence of social media on investments, the growth
of the retail investor over the last several years is undeniable.

➢ Over $20 trillion of retail client assets in over 100 million brokerage accounts.
➢ Retail ownership has increased across all sectors and market caps.
➢ Transfer of generational wealth of over $78 trillion is expected in the next 10 years, time

for companies to start to implement better and/or new practices.
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2. VOTING DATA & TRENDS

The retail vote plays an important role in many key issues. Retail investors have been
notorious for their lack of participation in proxy votes and with so many critical issues on the
ballot, it is more important now than ever to have retail shareholders vote. There have been
many recent close votes with activist activity on the rise and a continued focus on
management compensation plans. In addition to helping obtain a winning vote, retail
investors can play a valuable role in reaching quorum. There are many ways companies can
better engage with their retail shareholders to help get the results they require. Here is an
example of a company’s positive results from a proactive approach:

CLIENT
Alliance Advisors was retained by Nikola Corporation (NKLA) to serve as proxy
solicitation advisor for their 2022 annual meeting. Alliance was tasked with securing
the vote requirement for the increase in authorized common proposal. The proposal
required the affirmative vote of the majority of the outstanding shares.

CHALLENGE
The vast majority of Nikola’s shareholders were supportive of the proposal to increase
the authorized common. However, an excess of 210M favorable votes was needed to
achieve a successful outcome. Nikola has a highly diversified shareholder base, which
includes hundreds of thousands of retail/individual investors and several million shares
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held by international brokers. Unfortunately, many of these international brokers do not
allow their underlying holders to vote in U.S. meetings, which reduced the pool of
eligible shares that voting support could come from.

SOLUTION
Alliance conducted a comprehensive campaign to the retail investors in an attempt to
overcome voter apathy and secure voting support for the proposal. Alliance’s campaign
strategy consisted of outbound phone calls, reminder mailings, text messages, and
e-mail distributions to unvoted shareholders. Due to the mass volume of holders that
exist in the lower share range, we utilized our technology and focused on a web and
text-to-vote initiative for this tier of investors. We were able to maximize the voting
returns for this segment of the shareholder base in a cost-effective and efficient
manner. Alliance coordinated a successful series of targeted reminder mailing
strategies with the intermediaries to obtain additional voting support for the proposal.

RESULTS
The proposal won shareholder approval, allowing Nikola to increase the number of
authorized shares from 600 million to 800 million.
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3. ESG: AN IMPORTANT FACTOR FOR YOUNGER (AND RISING) RETAIL INVESTORS

The younger generation of investors have already shown that they participate more in
shareholder votes and pay closer attention to ESG when investing. Broadridge recently
shared a survey that found millennials are the group most likely to vote their proxy in the
2021 season. Almost half (46 percent) of retail investors aged 25-40 say they plan to vote their
proxy in 2021, a figure researchers say is the highest for any generation.

BofA Global Research is also tracking the generational differences in investing. In their
November 2020 report, Transforming World: The Z-factor!, it found that  the younger
generations, Gen Zs and Millennials, consider ESG a top factor in their investment decision
that the older generations.

Source: BofA Global Research
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4. SHAREHOLDER ACTIVISM

In a recent Wall Street Journal article, Companies Brace for Onslaught of New Activists After
Change in Proxy-Voting Rules, reporter Lauren Thomas discussed how “Sinking stock prices
and a change in proxy-voting rules are emboldening many first-time shareholder activists to
seek changes at some of the biggest names in American corporations”.

On September 1, 2022, we saw the dawn of a new era in proxy fights. On that day, new and
amended Securities and Exchange Commission rules went into effect requiring the
mandatory use of universal ballots or universal proxy cards (UPC) in virtually all non-exempt
proxy fights1. A universal proxy card is one on which the issuer and the dissident nominees
are listed on each side’s proxy card.

The UPC provides a shareholder voting by proxy with the same rights as if they attended the
shareholder meeting. If a shareholder goes to a shareholder meeting, they are given a ballot
that lists the nominees for both management and the dissident. This allows the shareholder
to pick and choose candidates from either side. The universal proxy card allows a
shareholder to vote for a combination of management and dissident nominees. Just as they
could if they went to the shareholder meeting and voted by ballot.
_____________________________________
1 Non-exempt solicitations (including proxy fights) are subject to the SEC proxy rules. On the other hand, there are exempt solicitations under
Rule 14a-2. This rule sets out several exemptions from the proxy rules. For example, Rule 14a-2(b) exempts from the proxy rules, other than the
anti-fraud requirements of Rule 14a-9, solicitations by certain persons not seeking proxy authority and solicitations of ten or fewer stockholders.
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The new rules represent a major change to the proxy rules that will:
❖ Impact strategic planning in proxy fights.
❖ Impose new timing requirements on issuers and dissidents.
❖ Potentially increase the overall number of proxy fights and threatened proxy

fights.
❖ Potentially increase the number of settlements, since some issuers may be wary

of waging fights that expose the "weakest" incumbent directors.
❖ Fundamentally change how proxy fights are run.

The WSJ article also highlighted that activists are also “pressuring companies to up their
game on environmental, social and governance, or ESG, issues”.

There has been an increase in first-time activists and advisers are expecting this activity to
continue. Some of the more well-known first-time activist campaigns from the past couple
of years include:

❖ Engine No. 1 LLC:  Exxon Mobil Corp.
❖ Alta Fox Capital Management:  Hasbro Inc.
❖ Irenic Capital Management:  News Corp.
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5. YEAR-ROUND ENGAGEMENT & PROXY VOTE COMMUNICATION

There are several ways a company can enhance its communications with retail investors.
First, we recommend that companies do not just limit these communications to the proxy
vote time. Keep shareholders informed and engaged year-round to help increase vote
support and increase participation when needed.

Let retail investors have better access to management and hear the company’s story directly
from them. There are many effective ways that management can share their investment
story with this large and influential investor base. Companies should also be sharing their
ESG strategy with the widest audience possible.

Here are best practices for more impactful communications:

➢ Include more retail-friendly messaging. Highlight key reasons to invest for investors.
➢ ESG awareness and support. Spotlight your company’s efforts, help investors easily find

your report.
➢ Video content. Younger generations of investors respond more/better to video. Post

some short videos of management explaining the proposals, etc.  Allow retail investors
access to hear your company’s story directly from management.

➢ Social media. Embrace a social media presence and have a dedicated handle for IR.
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For more information, please reach out to:

Nicole Maselli
Head of Sales
Stockperks
T: 917.565.3593
nicole@stockperks.com
www.stockperks.com

Matthew Fireman
Senior Managing Director, Head of Canada
Alliance Advisors
T: 514.586.5179
mfireman@allianceadvisors.com
www.allianceadvisors.com

John DePinto
Vice President
Alliance Advisors
T: 973.981.8172
jdepinto@allianceadvisors.com
www.allianceadvisors.com
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