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Why FTSE 100 bosses need longer than five years to
show their worth
Bosses of FTSE 100 companies are afforded more than twice the amount of
time a Premier League football manager gets in the hot seat, but that's still not
enough, according to Russ Mould, investment director at Hargreaves
Lansdown.

Share Information

The average blue-chip chief executive remains in charge for 5.1 years, much
longer than the 2.1 years managers get, on average, in the revolving door that
is England's top football league.
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"While company chairmen and investors can sometimes be seen as obsessed
with short-term results, they are models of patience compared to football club
chairmen and supporters," says Mould.
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READ: Aviva appoints new CEO ahead of results
Despite this relative patience, Mould argues that five years is still not long
enough to truly determine the success of a CEO's time in charge.
"The secret sauce of investing is dividend reinvestment. But the real benefit of
the compounding effect only starts to become really apparent after eight or ten
years, so even a five-year average tenure for a FTSE 100 boss may not be
adequate from the perspective of shareholders.
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"There remains the danger that the average five-year CEO tenure can lead
executives to focus on the value of their own shareholdings and stock options
to maximise near-term return for themselves, potentially to the detriment of
long-term holders."
As for the latest addition to the list of blue-chip bosses, Aviva PLC's (LON:AV.) Maurice Tulloch, investors have given
him "a warm welcome" with the stock up 1.2% today to 437.1p.
But Mould warns shareholders to pay attention to his pay packet and bonus schemes when the insurer's annual report
is published later this month.
"Shareholders must always read the annual report and accounts to assess how a chief executive is to be paid and what
metrics will trigger any bonus payments or awards of stock or options.
"In the case of Aviva, its full-year results are due out on Thursday 7 March and the annual report should come out
toward the end of the month, so the package awarded to Mr Tulloch will be of particular interest."
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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