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Corporate Australia not convinced shares 
subject to a margin call should be disclosed 
 
While corporate Austral ia would welcome t ighter  regulat ion around short  
sel l ing and stock trading,  the jury is st i l l  out  as to whether directors and 
execut ives should disclose i f  they are t ied to a margin loan, a survey of  senior  
governance professionals conducted by Chartered Secretar ies Austral ia (CSA) 
last  week has found.  
 
CSA’s survey revealed that whi le 82 per cent of  respondents supported t ighter  
regulat ion around short  sel l ing and stock lending to curb market  manipulat ion,  
a s igni f icant 37 per cent bel ieved that d irectors and executives should not be 
required to disclose i f  they own shares that are subject  to a margin loan.   
 
This is  despi te the fact  that  an overwhelming major i ty of  respondents (82 per 
cent)  bel ieve shares that  could be exposed to a margin cal l  owned by 
directors and executives would leave a company more vulnerable to short  
sel l ing.  
 
“Recent market d isquiet  concerning the disc losure and non-disclosure of 
margin loans held by directors and senior  executives indicates that  the market  
wants greater  c lar i ty  around when a director and or  executive should disclose 
when they hold shares t ied to a margin loan,”  CSA’s Chief  Execut ive Mr Tim 
Sheehy says. 
 
“There needs to be a c lear ru le that is  not open to interpretat ion.   A number of  
respondents suggested disc losure should be mandatory i f  the holdings t ied to 
the margin loan could make a mater ial  di f ference to the company’s share 
pr ice.    
 
“ I t  appears that current cont inuous disc losure def in i t ion of  ‘mater ia l i ty ’  under 
L ist ing Rule 3.1 is  inadequate and that  the market  requires greater 
c lar i f icat ion.  And, as recent events have confi rmed, a lack of  relevant and 
meaningful  d isc losure around margin loans can provide an opportuni ty for  
market  manipulat ion through short  sel l ing and stock lending.  
 
However,  def in ing ‘mater ial i ty ’  can be di f f icul t  as would be determining an 
object ive test  to determine what is  ‘mater ial ’  and what is  not .  One suggest ion 
is that  ‘mater ial i ty ’  should be def ined by a percentage of  issued capi tal .    
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“The issue of  disc losure around margin loans needs to be addressed and the 
views of  al l  s takeholders,  including shareholders,  should be canvassed as a 
matter of  pr ior i ty ,”  Mr Sheehy said.  
 
The survey also found that  near ly two thirds of  respondents (65 per cent)  fel t  
that  d irectors and executives personal f inances should be respected, saying 
disclosure of  a margin loan should only be required when a margin posi t ion 
may be mater ia l  to the company’s share pr ice.   
 
Thir ty three per cent of  respondents fe l t  d irectors and execut ives should not 
be required to disclose their  personal f inancing arrangements even though 
fa i lure to do so might g ive a fa lse impression of  their  conf idence in or indeed 
their  personal weal th invested in the company. 
 
And even though 100 per cent of respondents said the company had a share 
trading pol icy in p lace for  directors and execut ives, 19 per cent did not 
formal ly track compl iance wi th th is  pol icy.  
 
Ends  
 
For fur ther informat ion contact Tim Sheehy at  Chartered Secretar ies Austral ia 
on (02) 9223 5744 or 0419 490 594; or  Viv Hardy at  Cal l idusPR on (02) 9283 
4113 or  0411 208 951. 
 
 
About Chartered Secretaries Australia  
Chartered Secretar ies Austral ia (CSA) is  the peak professional body 
del iver ing accredi ted educat ion and the most pract ical  and author i tat ive 
tra ining and information on governance, as wel l  as thought leadership in the 
f ie ld.  
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