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Investors don’t often pay much attention to corporate culture when evaluating business and return potential. But cultural
norms can make the difference between success and failure, especially for growth companies, which thrive on
innovation and must be flexible to adapt to changing business trends.

Corporate Culture Is the Secret Sauce for Growth Success

Company reports don’t say much about culture. Unlike the profit and loss statement, balance sheet and business
updates that dominate a quarterly report, a company’s internal behavioral features don’t usually move stocks. Yet we
believe culture is actually the secret sauce for sustainable growth, because in a knowledge-based economy, cultivating
human capital is essential for building a business with staying power. And for investors focused on environmental, social
and governance issues, this awareness is key to engaging with management and stakeholders more effectively and
integrating research on a company’s culture with its business outlook.

Key Features of a Healthy Culture

What defines corporate culture? A healthy culture values learning, discovery, experimentation, and above all, trust and
accountability. Cultures that prize relentless evaluation can avoid falling into the groupthink trap, when strongly held
views and practices are blindly defended.

Five Questions to Ask

When creativity is stifled, companies default to sustaining the status quo instead of thinking ahead about how the world
is changing. Companies that fail to innovate, improve efficiency or cultivate the right talent are unable to sustain margins
and returns. So how can investors distinguish between companies that have a dynamic culture and those that don’t?
These five questions are a good starting point to help identify the companies that might become market leaders in 2040.

1. What type of innovation is being funded?
Most firms invest in innovation, but often these efforts are just investments in “me-too” products. Look closely at where
the money is going.

2. Does cost control cover up a lack of creativity?

Cutting costs is a relatively easy way to prop up profitability, at least for a while. It requires less creativity—and typically
less risk—than investing in a speculative new idea. Ongoing cost cuts may signal that a company doesn’t have the
vision or courage to identify and invest in promising new business opportunities.

3. How deep is the pipeline?

When management raises the bar on funding new ideas, it narrows the funnel of new products or services. Don’t be
fooled by solid profitability when organic growth is weak. Fewer ideas mean the cost of failure is higher if a company
makes the wrong bets.

4. Is a company making too many acquisitions?
Beware of companies making important technology acquisitions directly in their core business. It's frequently a sign of
prior underinvestment and a weak growth culture.

5. What can we learn from employee sentiment and incentivization?

The mood in the middle can be just as important as the tone at the top in monitoring cultural health. The size and
structure of compensation, engagement and development, diversity of backgrounds, team orientation, attrition rates and
satisfaction—all can and should be monitored. By engaging companies and stakeholders, or using tools like third-party
career sites, investors can get a glimpse of how people inside a company think and feel.

Maintaining Motivation Through a Crisis

Regardless of company size, those with the right cultural attributes have a better chance of successfully navigating
crises like the coronavirus pandemic. In our view, COVID-19 is providing a real test, in which companies with truly
innovative cultures will have a strong advantage in getting through the crisis. Many companies pursuing new ideas
haven’t achieved enough scale to be comfortably profitable. But companies with a culture that balances short-term
flexibility with long-term strategic objectives are, in our view, often well-equipped to deliver sustainable growth.
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Important Notice / Disclaimer:

e This document is for general information and reference only and does not constitute any offer,
solicitation, invitation, advice or recommendation to subscribe, trade, redeem or sell for any
deposits or investments. No representation, guarantee or other assurance as to the outcome of
any investment has been made or will be given to you by or on behalf of the Bank.

e This document contains information from third party, which may be incomplete or simplified.
Although the information herein contained is obtained or compiled from sources the Bank
believes to be reliable, it has not been independently verified. The Bank cannot and does not
represent or warrant the accuracy, validity, reliability, timeliness or completeness of any such
information (whether in whole or in part), and accepts no liability for any loss or damage
howsoever arising from or in reliance upon the whole or any part of such information or opinions
(unless due to the negligence or wilful default of the Bank, the Bank’s authorised officers,
employees or agents). The Bank reserves the right to amend all or any part in this document, which
all views, forecasts and estimates constitute judgments made before the publication date, and are
subject to change without further notice.

e This document contains certain statements that may be deemed as forward-looking statements
involving risks and uncertainties. Customers should be aware that actual results may differ
materially from those projected, estimated, assumed or anticipated in any such forward-looking
statements due to different factors, risks and economic situation.

e The Bank and its affiliates or subsidiaries, and/or their officers, directors, agents and employees
may have positions in and may trade for their own account in all or any of the securities or
investments mentioned in this document. Commission or other fees may be earned by the Bank
respect of the services provided by them relating to these securities or investments.

e The information herein contained may not be reproduced, quoted, distributed, disclosed or
published (whether in whole or in part) in any media for any purpose without prior express written
consent from the Bank. The Bank accepts no liability for any loss arising from or in reliance upon
such information or contents. This document is not intended for distribution to, or use by, any
person or entity in any jurisdiction or country where such distribution would be contrary to the

laws or regulations.
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