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Investors don’t just value the company, they price in the people that run it too, here’s why, and how you can 

do the same… 

 

There are few things that impact a business's long-term performance more than the decisions made by its 

CEO. Leaders who allocate capital effectively, attract and retain top talent, and consistently work to minimise 

risk and achieve competitive advantage, tend to lead a business from strength to strength – and crucially, are 

most likely to achieve the greatest shareholder returns.  

 

“Investors looking for high shareholder return, ultimately must make a decision to invest in the right leadership” 

(C. Godin, Shareholders Gold Council Report, 2018)  

 

 

What defines a good CEO, from an investor’s perspective? 
 

There are two ways one might approach and appraise an investment; the traditional approach, and the fully 

informed approach. Traditional investors tend to focus on the black and white – financial performance, 

assets, operations, size – whilst these metrics are readily available, they fail to account for the variables that 

give a truer projection of returns. An informed investor on the other hand, will evaluate the black and white  
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elements of a prospect in conjunction with the opportunities and risks that exist for a business. Crucially of 

this method, the true value of these opportunities and risks must be evaluated against the personalities that  

exist in the management team – for example, how likely is the CEO to pursue aggressive growth into a new 

region where an opportunity exists, and how likely are they to fully comprehend and actively mitigate the 

risks involved in such a move?  

 

In order to be a truly informed investor, you’ll need to look closely at the management team, and pay special 

attention to some key variables: 

 

• Experience 

 

Having a great portfolio of assets is worthless if the management team or board in charge of maximising 

their value do not have the right skills or experience to devise the roadmap for growth and drive the 

business forward. Experience includes having excellent knowledge of the industry, and a good track 

record of having faced and dealt successfully with a number of different risks and opportunities.  

 

 

• Leadership 

 

There can be many ways to define leadership, Peter Economy (2014) believes great leaders naturally 

embody 9 qualities: awareness; decisiveness; empathy; accountability; confidence; optimism; honesty; 

focus and inspiration.  

At CHA, it is our job to identify great leaders – while professional background is easily written out on a 

CV for anyone to read, leadership traits that set an individual apart from their peers require the right 

style, and line of questioning.  

 

• Communication 

 

Specifically, the ability to communicate clearly. A CEO that provides clarity where others over-complicate 

is likely to be someone who truly understands the tasks and issues at hand and is therefore more likely 

to be able to navigate them.  "Communication is the real work of leadership," says HBS professor Nitin 

Nohria, who documented the importance of persuasion in his 1992 book Beyond the Hype: 

Rediscovering the Essence of Management. 

 

• Emotional Intelligence  

 

Daniel Goleman, an authority on emotional intelligence (EQ) in the workplace, notes that “no matter what 

leaders set out to do – whether it’s creating a strategy or mobilizing teams to action – their success 

depends on how they do it. Even if they get everything else just right, if leaders fail in this primal task of 

driving emotions in the right direction, nothing they do will work as well as it could or should.” EQ isn’t 

necessarily easy to measure; but the most successful and enlightened investors will always aim to gauge 

the EQ of management during investor meetings.  

 

Perhaps a little harder to predict but fundamental to any director’s effectiveness, is their behavioural style in 

a professional environment. Natural style of working, as well as responses to certain problems, situations or 

opportunities will determine whether a CEO (or COO, CFO, Chair, and so on) is truly fit for purpose. For 

example, most CEO’s need to be comfortable leaders; creative but pragmatic; often adept at public speaking; 

great at getting buy-in from their team but confident in their own convictions; as well as a number of other 

things. These characteristics may alter somewhat depending on the specific objectives of the board; for 

example, if you are looking for a CEO to lead the company to IPO and fundraise - you’ll need an innovative, 

natural relationship builder with skills in selling an idea or concept to new people.  
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A great way to understand someone’s natural personality and style in a professional environment is with a 

psychometric assessment. If you are looking to bring on board a director, ensure that your search partner is  

experienced in administering and interpreting psychometric assessments – it could be the difference 

between aggressive growth and declining value. CHA believes this is an essential part of the search process 

and offers psychometric assessments as standard with all assignments.  

 

Finally, don’t ignore the fact that savvy investors should also pay special attention to CEOs with skin in the 

game, so-to-speak; a special report by the Shareholders Gold Council (2018) looked at the link between board 

and management ownership and shareholder return and found, unsurprisingly, that the evidence clearly 

indicated “a clear and meaningful relationship between shareholder return and levels of stock ownership 

between CEOs and Chairpersons”.  

 

It is perhaps unsurprising that CEOs that own a significant number of shares in the company are more likely 

to directly align strategic decisions with shareholder value.  

 

If you are valuing a potential investment, does the CEO have considerable buy-in? If not, you should be asking 

“why not?” 
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