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<<Unidentified Analyst>>

Thanks, everyone. It’s my pleasure to now introduce Donna Zarcone – Zarcone, my apologies, President and CEO of the Economic Club of Chicago; and Bill McNabb, former Chairman and CEO of Vanguard. Donna is President and CEO of the Economic Club of Chicago founded in 1927. The Economic Club is one of the nation’s most influential forums for disseminating economic business and social news. It’s dedicated to the fostering development of leaders within Chicago Civic and business community.
That Economic Club has welcomed many prominent thought leaders and speakers, including CEOs of leading Fortune 500 companies, U.S. Presidents, Prime Ministers and other foreign dignitaries. Speakers include Vano, Yo-Yo Ma, Larry Fink, Barack Obama, Jared Diamond, some of my close friends.
Before her leadership role at the Economic Club, Mr. Coney also served as the President of Harley Davidson Financial Services, where she led the international company through transformational growth. In her eight-year tenure as President, managed loans per grew from $1.1 billion to over $6 billion, market share soared from 20% to 50%, and operating income increased from $20 million to over $200 million. She currently serves on three corporate boards, Cigna, CDW and The Duchossois Group. Her leadership has been instrumental to today’s event and we are very pleased to have her in the company.
It’s also my pleasure to introduce Bill McNabb, former Chairman and Executive CEO of Vanguard. He joined Vanguard in 1986. In 2008 became the CEO. In 2010 became the Chairman of the Board of Directors and Board of Trustees. He stepped down in 2017 and as Chairman at the end of 2018. During his tenure as Vanguard CEO from 2008 to 2018 assets under management grew almost five-fold.
Bill is a board member of UnitedHealth Group, the Chairman of Ernst & Young’s Independent Audit Committee. He’s also Chairman of the Board of Zoological Society of Philadelphia. He’s also a key board member of CECP, Chief Executives for Corporate Purposes and a board member of the Philadelphia School partnership. We’re very fortunate and grateful to have Bill on, also as a Co-Chair of SII’s Advisory Board and serving on our board, where he demonstrates compassion, conviction, integrity, and thoughtfulness.
He’s playing an indispensable role in help coming – helping SII scale so we can sale and he’s enabling us to move behind so we can move markets to support long-term value creation. What I also learned about Bill, and I’ll wrap up here, is that his spirit animal is the rhino. So which like Bill is enduring, formidable and awe-inspiring.
With that, please me – please join me in welcoming Don and Bill.

<<Donna Zarcone, President and Chief Executive Officer>>

Thank you, Mark. The spirit animal is the rhino, so we should stay out of your way.

<<F. William McNabb, former Chairman and Chief Executive Officer-Vanguard and Co-Chair, CECP’s Strategic Investor Initiative>>
Tony the Rhino is an endangered white rhino, who’s been part of the Philly Zoo for probably 25 years now, and he and I have just bonded. I don’t know if it was the sugar cane I snuck him or whatever, but yeah, he is my spirit animal.

<<Donna Zarcone, President and Chief Executive Officer>>

That’s great. So let’s start with a 5x increase in assets under management and a decade in the leadership role. Can you talk about what were the biggest shifts you saw during that time and what’s happened in the whole investment in capital markets?

<<F. William McNabb, former Chairman and Chief Executive Officer-Vanguard and Co-Chair, CECP’s Strategic Investor Initiative>>

Yeah. So, one of the, either my great fortune or misfortune in some ways, but I think it was actually, it was actually a lot of luck, which you’ll hear more about. But I became CEO two weeks before Lehman Brothers. So we joke inside of Vanguard, we don’t believe in market timing. But my predecessor sure had a really good sense. So – but don’t pay attention to my recommendations on the markets.
So this obviously the GFC for me was the single biggest set of changes during the last decade and we’re still feeling the repercussions. I think many of the political tensions that we still see in existence emanate from that crisis because it really was the first time in a sense that the financial system led the broader economy into distress. Usually, it’s the other way around. Usually, there’s economic weakness that then it gets translated over into the financial system and then there’s weakness there, but this was a real failure of the financial system.
So, from a shift standpoint, we saw a huge distrust for the financial sector. We saw unprecedented regulation; Dodd-Frank and all the other subsequent legislation, the biggest rewriting of the financial legal infrastructure since the Great Depression. And then there was also a lot of competitive dynamics that changed as well. So for me, that was by far and away the biggest shift.

I’d say the second thing that happened, and we at Vanguard we’ve certainly benefited from this. We would like to think we were also a catalyst for it. Price competition is actually really come to money management. Now I turn on the TV and my kids tease me because some of our competitors are running ads on television that our funds are cheaper than Vanguard’s or whatever. And the fact that somebody can actually do that and actually thinks it’s a good idea to do that that would not have occurred 20 years ago or even 10 years ago.
And I think this again, this price competition, our Founder, Jack Bogle, whom we lost in January, had been talking about it since the late 70s, but it did really never occur. And we were out there chirping about price being really important and everybody kind of nodded. And during the great bull market of the 80s and 90s, didn’t – it really didn’t matter from a commercial standpoint. We thought it mattered from an investor standpoint.But we’re now in the last decade, and so you’re seeing tremendous price pressure and tremendous disruption in the money management business as a result of it.
I will tell you also, some of it is due to a business model change that most outsiders overlook. And that business model changes how advice and distribution occur in investment management. It used to be that 80% of the people went to their local broker and got a recommendation regarding which – what’s the best performing fund and what are the two or three best performing funds and build a portfolio for me around that idea. And the brokers were compensated through commissions. So it was a transactional thing, just like buying individual stocks.
What we’ve seen in the last decade is a tremendous shift to asset based fees and brokerage firms converting their model into much more of an advisory model. And so they’re actually acting like the independent advisors who have been doing this for quite some time. And this is now the dominant form of how funds and investment product overall gets both distributed and managed for individuals. There’s still a self, do it yourself or we certainly have a huge clientele there. But again, 75% of the businesses really run through advisors, and either independent advisers or the big wirehouses and so forth.

And then getting paid for asset based as opposed to transactional, put tremendous pressure on the product price because the way to maintain a reasonable margin on the advice piece was to drive down the cost of the product so that the overall costs came down for the investor. I don’t think people recognize how profound that is and that we’re – the product side is there’s not a lot of room to go, but on the advice side, and we’ll get to this, I think that’s actually an area where you’re going to see continued pressure going forward.
And then I’d say the third thing on, that it may interest this group more than most, third profound change for me is the whole beginning – this probably started about five years ago, a couple of articles in Harvard Business Review, challenging the primacy of total shareholder return as the sole measure of a company’s success. And now as an investor, we believe in total shareholder return. We have a fiduciary obligation to seek it for our investors. But you began to see lots of tension around what about other stakeholders and so forth; the number of people in the room here who have actually spoken out on this.
And I think that’s actually been one of the catalysts for the refocus, if you will, on governance. And again, I would say we’re in early innings on the governance front, that evolution. But to me it’s again it’s a pretty profound change. I’ll tell you one just anecdotal story. And I know – Don and I had a chance to chat ahead of time, so I know there are things that are on her mind.
When we went and started talking about governance to active investors, and again, people think of Vanguard as this index monolith and we are huge indexing shop, but we also run one of the largest active equity businesses in the world. And we, unlike most firms, we don’t do it all at Vanguard, we actually have sub-advisors all around the world. So we have 31 firms who run our active funds for us.
So we went to all of them and said, hey, how do you guys think about governance as part of your investment process? And the answer was not interested, okay? Not Interested. And today when you go and talk to those firms, it’s wholly integrated into their investment process, it’s been a profound change. And again, not one that’s out there being talked about a lot, but I actually think it’s going to – it is changing the way people think about investment management.

<<Donna Zarcone, President and Chief Executive Officer>>

Yeah, I think so. That’s a quite lot to unpack there. But let me focus on the last discussion more, around governance, because I think that’s an area that is changing very rapidly. No question, we’re going to continue to see price pressure on the product and certainly I think price pressure on the asset manager. So I’d like to hear a little bit more on that too.
But on the governance piece, I’ve heard you comment that Vanguard is the ultimate long-term investor, and for quite a few years, a passive investor, not only in the style, but also in the interaction on governance. But I think what we’re seeing now, particularly that I’m seeing from the board level is that you’re becoming much more active, not only you, but other institutional investors with regards to ESG issues, whether it’s climate change, diversity inclusion, or even a clearly articulated long-term strategic plan, which we’ve been discussing here. What’s changed?
<<F. William McNabb, former Chairman and Chief Executive Officer-Vanguard and Co-Chair, CECP’s Strategic Investor Initiative>>

Yes. So, I think that to understand what’s changed, you have to sort of go back to a couple of, I’ll call them catalytic events for us. And it was really in the mid-2000s when the – this generation of activists investors began to really become more prominent. We’ve gone through the greenmail version of activism in the late 90s, so we’ve experienced that as a firm. And then that kind of cadre of investors died away for a bit. But 2004 or 2005, even 2006, we began to see a real push by a number of firms.
And in the early days, I would say 80% of it was very focused on short-term results. And so you saw lots of pressure for companies to do things that would clearly boost the stock price in short run. But perhaps again, I say perhaps in the long run create a situation that wasn’t sustainable for the company and maybe it wasn’t even good for the company’s long-term health. I think you lived through some of this yourself. I’m probably at heartily seeing some of those tensions, right?
So, frankly as a large shareholder and we are permanent on the index side. If you look at our index holdings, you can’t sell something when you don’t like what’s going on. So you have to match the benchmark. So you are a permanent shareholder. And we began really questioning whether or not some of these short-term actions were in the long-term best interests of our clientele who tend to also hold the money at Vanguard for a very long time.
Our average client tenure is about in a standard index mutual fund is about 12 years. So, and again, you can think there’s probably a small percentage of short-term and actually there’s quite a few who are, they’re much longer. So that gave us the perspective that we needed to maybe do things differently. And my predecessor Jack Brennan wrote really what was the first letter to our portfolio of companies kind of outlining our principles and what we believed and long-term was almost sort of central to that.
I’m looking at Chris Wightman who is here, who was with us at the time and his colleague, Glenn Booraem, who still at Vanguard, they were very active voices inside the firm saying, maybe we need to rethink this. And that was really what drove it. And since it’s – since we begun the effort, what we found was the debate was pretty rigorous. The early days we focused a lot on engagement and how to boards in a sense govern long-term strategy and long-term plans for their management, for the companies in which they serve.
And then, some of the broader environmental and social issues began to weave their way in. I would say our interests there was actually two-fold. One it was, I will say, a genuine curiosity as to how do those factors impact long-term performance. And then there was also the, I’d call it the hard reality, sort of just experienced that some of those issues were becoming highly politicized. And again, how do we think about that in terms of what our fiduciary responsibilities are for our clients who are there to earn long-term – have long-term wealth creation.
And so all of this sort of conspired Donna to really focus us on this. And so we went from a team of two or three people to a team of 30 plus people in growing globally. Our letters that we send out on a regular basis get a lot of attention. We get great engagement from boards and we have a chance to interact, again, a number of companies who’ve been represented these forums, we’ve had tremendous interactions over time with them. And I think it’s helping in a sense create a better structure, if you will, for governance.

<<Donna Zarcone, President and Chief Executive Officer>>

So I think what am I paraphrasing, what you’re saying there is that, you learned from the activists playbook and you realize that oftentimes you are one of the largest shareholders when you look at the proxy filings, and that you’re using your cloud and your voice in a much more proactive way. But there was a point in time where the office of the Corporate Secretary would routinely reach out to institutional investors and say, do you have any questions or things you want to talk to us about, and the answer would come back, no. Is that game changing? And where do you see it going?
<<F. William McNabb, former Chairman and Chief Executive Officer-Vanguard and Co-Chair, CECP’s Strategic Investor Initiative>>

Yeah, that’s changed a lot. One, there’s much more – I would say two things. One is the corporate office of the Corporate Secretary is not only asking the exact question, is the best ones are actually proactively saying, we actually think you need to know this and you need to engage with us around this and so there’s much more proaction on that in that regard. I think it’s a really good thing because the last thing you want to do is be looking across independent directors in a proxy fight. And proxy fights get all the attention but they tend to be 30 to 50 a year, so in the – but they consume a lot of time. But you want to know the boards before that and you want to know how they think and what their processes are and so forth so that you have at least a working knowledge.

And I do think, again, one of the reasons we’re so interested in the strategic investor initiative here at CECP is it just fosters, in a sense, boardroom thinking around long-term strategy, perhaps engagement. And again, we’re not interested as an index provider. The fabulous presentation we just saw from PSE&G, our guys aren’t going to tell you whether or not that’s the right winning strategy for a utility. But what are people are going to be really interested in is how does the board think about that? How does the board govern that? What kind of processes are in place? How does the board get competitive information? How does the board react to regulatory changes and so forth in terms of the governance model?

So there’s a – that’s a difference between say how we are going to approach it and a value act in that activist school, but it’s a very long-term player. They’re going to be deep on the strategy, and almost taking more of a private equity kind of perspective, if you will, that they’d rather be, in helping management. So there’s a difference there.

<<Donna Zarcone, President and Chief Executive Officer>>

And so now you jumped to the other side and you are the board. So in that role, how do you – what have you learned and what are you – what different conversations are you having in the boardroom?

<<F. William McNabb, former Chairman and Chief Executive Officer-Vanguard and Co-Chair, CECP’s Strategic Investor Initiative>>

Yes. So, I serve on a number of non-profit boards. But my first public board is UnitedHealth and a big sprawling 250,000 employees, $250 billion in revenue. So the good news for me has been being part of that board has just reinforced what I think good governance looks like because I actually see it in practice. I think the Board of Directors there is absolutely superb in terms of thinking about governance from a best practices standpoint. And so that’s been a really good thing for me like in a sense, I could go from the investor perspective, where we believed all these things would actually make for better run companies, but actually being inside and seeing them in practice and again in United’s case they’ve been in practice for quite some time. So wasn’t we coming in saying, oh, I’ve got all these ideas. And frankly they were doing unbelievably sort of cutting edge things as a board, getting just a practical example, so people can get a sense of what I’m talking about.

United had an advisory group of investors that interacted with the non-governance Chair on a regular basis, so as they were thinking about board composition looking forward, they would literally go to that advisory group and say, hey, how do you, – here’s the kinds of things we’re thinking about from a skill set, what do you see? What do you hear? What do you think competitors are doing? et cetera, et cetera. And it’s led I think us to some pretty interesting choices in terms of refreshing the board and whatnot. So again, to me it’s a really cool best practice our board – our head of non-governance Michelle Hooper.

<<Donna Zarcone, President and Chief Executive Officer>>

Who is great by the way.

<<F. William McNabb, former Chairman and Chief Executive Officer-Vanguard and Co-Chair, CECP’s Strategic Investor Initiative>>

Yes, who is great and well known in the Chicago Circle has been really again, very cutting edge about this. The amount of time the United board spends on strategy and risk is extraordinary. One of the challenges that we all have in public companies is, there are so much regulatory and administrative things that you’re required to do. How do you get that stuff done efficiently so that you can actually spend your time doing in a sense what you’re there to do, which has helped govern the company.

And they have done a masterful job from a scheduling standpoint, making sure that we have sufficient time to really dig into strategic issues and risk issues, and again, the board is not setting strategy, but the board is responding and providing input as the management team thinks through their long-term plans. And it’s again pretty remarkable to watch, I was talking to a couple of folks during coffee break, who were at our Investors Day in November and it’s kind of a legendary Investor Day, at this point where our CFO laid out a 10-year plan and was talking about the 10-year plan, imagine being here in 2028 was sort of the opening line and everybody was sort of blown away that this tremendous – this company with a great track record by the way of delivering very consistent results in the short run was also marrying that up with tremendous long-term vision. So it’s a long winded way of saying. A lot of what I believed from a governance standpoint, I actually see there and I actually see that it works, so I feel really good about that.

<<Donna Zarcone, President and Chief Executive Officer>>

Yes. Let me go on a little bit more to that because, as a healthcare company that United Health is, I just want to a bridge over to Edelman’s 2019 trust barometer, which I know Edelman – Richard Edelman is involved. And I was at one of his presentations recently, where he talked about the high expectations from employees that their employers will join them on taking action on societal issues. So it really goes to the discussion we’re having earlier around stakeholders versus just shareholders, Milton Friedman versus Chicago area. Do you think we’ll see a day, where the market is going to expect corporations to have an impact, responsibility as much as the delivery of financial returns?

<<F. William McNabb, former Chairman and Chief Executive Officer-Vanguard and Co-Chair, CECP’s Strategic Investor Initiative>>

So what I would say is, I think, again and I have a bias on this Donna, but I think people are actually not looking into this correctly in trying to separate them, I actually think they’re inextricably linked. And from my perspective, if you want to create long-term value then other stakeholder groups actually really matter. If you’re a lousy employer, eventually that catches up with you. And your product – your people become less than competitive then your products and services begin to decline. And you can have the most brilliant leader who can maybe get you through a period there, but eventually that catches up with you, especially as you get bigger. And so I think the two are very inextricably linked. And again, not to talk Vanguard’s book too much, but we’re not a publicly owned company, We’re owned by our investors, if you will, we’re mutual.

We had four metrics that we measured, okay. Four metrics that we thought about for 10 years and two of them were would be, what I would call sort of classic financial metrics that you would expect, so one was our fund performance versus benchmarks and competitors. The other was our expense ratio, what do we charge because that’s in a sense the inverse of profitability, but for us that was how we measure profitability as a mutual. So the lower we can take the expense ratio in a sense the more successful we were. So we had aspirations on those two fronts and we laid them out for 10 years.

Interesting though the other two numbers that we spent equal amount of time with our board and internally our 17,000 people, what is the Net Promoter Score, which is a client loyalty measure and employee engagement through a very rigorous process. And so you had sort of what I will call two non-GAAP metrics, married with two GAAP metrics and people would say, wait a minute, now it feels kind of touchy, feely, we believe very strongly that if we create a great place to work, that would translate into better service for our clients and we would see that reflected in client loyalty, and we actually did. We could – I could spend a whole day on this, if you’re interested. So we went – for us those were really, really powerful. And then you marry that up with doing a good job on the investment side, which is our product, if you will, that we manufactured, that for us was the key to success. I actually think for every company, there is the equivalent of those metrics.

Again, I’ll come back to United because I’m on its board, but Net Promoter Score is a really, really critical metric, again, those of you who were at the Investor Day, they know that it was front and center in every business. And so to me many of these issues that we talk about in broad term of sustainability, linked to long-term – linked to this long-term concept. And that’s kind of what we’re trying to drive the strategic investor initiative here, if you look at the seven questions that we laid out for CEO’s to answer, they actually kind of lead you to that, right?

<<Donna Zarcone, President and Chief Executive Officer>>

They do.

<<F. William McNabb, former Chairman and Chief Executive Officer-Vanguard and Co-Chair, CECP’s Strategic Investor Initiative>>

The first one is all around what’s your core purpose? Why do you exist? Which is what’s your – it’s not what are you trying to accomplish, it’s really more existential than that. Why do you exist? And I think that’s actually a really important question. And then there is talent, strategy, risk are all kind of encompassed in those other questions. And to me, that’s kind of how it breaks down and to be really good on the talent and culture side, you actually have to be very cognizant of your customers, your community, it’s interesting, one of the most popular things I did as CEO at Vanguard, I’ve just given a talk actually to a Philadelphia Convention on Venture Capital.

And they want to know sort of how we thought about the people side of the equation. And we boiled it down to – we think we got to take care of three constituents, our clients, our crew and our communities and the three C’s as we called it. And the interaction of those was really powerful. I didn’t have a fourth, which was outside shareholders. So – because of our clients were our owners. But for that resonated with our people so much because again, it explain why we believed in being engaged in our communities, it was part of the deal.

Q&A

<Q – Donna Zarcone>: Getting back. So we probably have questions in the audience. Do we have – and I know we’ve got one coming in online. So, any questions first in the audience? We’re going to go to the one online which is, how can institutional investors be successful engaging publicly traded companies? And what’s your take on the shareholder proposal process?

<A – F. William McNabb>: Yes. So I think the shareholder proposal process probably needs some refinement. It’s – we’re walking a balancing act here of trying to make – we don’t want to make it so difficult that people can’t put proposals forward, because that’ll stifle innovation, it’ll also stifle input. At the same time you don’t want the same proposals that are defeated every year, 95.5 coming back over and over and over again, right.

So it’s – that’s where I think there’s still some room possibly for improvement. In terms of investor successfully engaging publicly traded companies. I think it’s really good to – for investors to come in when they talk to boards to really know kind of what do they want out of the meeting? What does – as an investor, what do you want to convey? A lot of times, it’s looked at as a one way dialogue. And so especially for like an active manager, what independent directors really want? They want your views on what’s going on in the marketplace competitively? How does our leadership team stack up against its peers? What do you think about our long-term strategy as it has been articulated, if it’s been articulated? They actually want that input from outside investors.

<Q – Donna Zarcone>: I agree. And I also having been on these phone calls, I would say if you’re supporting a proposal or opposing a proposal Y-o-Y, what’s the issues behind it and more of the color in terms of the thought process? This is very helpful, very instructive.

<A – F. William McNabb>: Yes. And – for those of us who are less active either a pure index or a factor based kind of investor, there again, I think what boards want to hear is how do you think about your own governance, principles and how are you going to apply them? So that there are no surprises. I think that’s a very important requirement from an engagement standpoint, so that you get a dialogue going.

<Q – Donna Zarcone>: Yes. So what – are there some hot buttons right now from Vanguard that our key corporate governance issues that you’d like to see changed?

<A – F. William McNabb>: Well, I think one of the things – we spent a lot of time in the last few years broadly on board composition and that continues to evolve. So when we started out on board composition the broad thing was, hey, you need diverse set of experiences and a diverse mindset, if you will and you should be looking not only at traditional measures of diversity because you will get – you need to, but you should also be thinking from an experiential and skill set standpoint.

And as that – those discussions unfolded over a couple of years, especially on the gender question, there just wasn’t that much progress. And so we became a signatory to the 30% club, which was led by the Chairman of Bloomberg, Peter Grauer, who really wanted – put a stake in the ground led by ex-date 30% of major company boards, it’s a very large end of the market, 30% of those boards need to be female. And the pushback that you get in is always well, the quota systems don’t work. And that kind of talk down approach leads to bad things. But our response to that was having had lots of thoughtful dialogue for a number of years on this, nothing was happening. The data, it was just flat. And so since the 30% club has been enacted and since people have actually began talking about it, you actually see the number of women going up on boards and guess what? The early academic research says, boards that are more diverse by gender actually performed better, it’s not rocket science in a sense.

So board composition, gender was really important. This year we came out with a focus on overboarding because there are Directors serving on 10 boards and can you really do a good job if you’re on that many boards. I think the role of an independent Director today for a large publicly traded company has never been more demanding and it’s not go to four to six meetings a year and spend 2.5 days and maybe a day on each end prepping or whatever, it’s a full time job, you’re doing it right.

<Q – Donna Zarcone>: So define overboarding with the criteria?

<A – F. William McNabb>: So overboarding for – so we laid out criteria with five public boards or if you were a sitting CEO more than one outside board. And again, I think there will be nuances to this and you could dream up situations where you might say, well, that’s not really being overboard, company’s splitting for example and having the same CEO or the former CEO sit on both boards, is that really an overboarding or not?

I think those things is, we get to the practical implications will be discussion points. But I think it’s pretty hard to argue that being on five publicly traded boards, because most people by the way, who are on publicly traded boards are also doing a couple nonprofits and a couple private. So imagine you’ve got four publicly traded boards, you’ve got three nonprofits, you got two private, all of a sudden you’ve got 10 boards. Can you devote the kind of time and energy that you need to? Especially in some of the – with the sectors and the amount of disruption going on in so many economic sectors today.

<Q – Donna Zarcone>: Yes. In the amount of time that – I think that was also interesting you said, board – there’s a perception that the board meets four times a year, five times a year, six times a year. Well, that’s – if everything is going smoothly, but doesn’t always happen that way, if there is transactions going on or other issues that are coming out, so having the ability of the time, can I see if there’s any questions. We have one in the audience, we have one with you. Could you tell us your name and your company, please?

<Q – Tim Youmans>: Thank you, Tim Youmans from HEOS. Thank you, Bill. Under your leadership at Vanguard, you grew the stewardship function tremendously to be one of the biggest teams in the world, we at Hermes U.S. have a big stewardship team as well. Great leadership, Glenn Booraem, Rob Maine, Adrian Motley on the team. And I know you had a lot of interaction with them. But now you’re on the other side as a Corporate Director. Their job was and is to talk to Directors as is ours at Hermes. But now you’re on the other side, what have you learned that is new now that you’re a Corporate Director as opposed to being the leader that built up ex-Georgia team.
<A – F. William McNabb>: Yes. Thanks. There’s no easy answer there, I’m still processing to be fair. But look I think one of the big takeaways for me is actually just how complicated being a Director is today. I think I had an appreciation for that. But you know, the Vanguard board, which I’d been on for a long time was pretty well oiled machine. And so you kind of extrapolate what you see. I’m blown away by the complexity of all the things – managing the committees, managing the ongoing board education, just as a Director, all the things I need to do just to stay current with what’s going on in healthcare, which was not my natural sector. So I would say that’s been a real eye opener for me.

And one of the things, I think from a governance standpoint that we’re all going to have to sort of manage as being big proponents of better governance is we don’t want to make it so burdensome that nobody wants to be a Director and everybody wants to go private. Actually, that’s a whole other topic.

<Q – Donna Zarcone>: It’s a whole other discussion that we do have to pick on.

<A – F. William McNabb>: Whole other discussion, Donna and I had, there is a huge shrinkage in the number of public companies as you all know and it’s really beginning to impact not just the microcap sector, but actually you’re seeing it in mid-market and even some larger companies now. And I don’t think that’s a good thing. So from a – if were king for a day, I guess, what I’d love to see is the regulatory burdens be appropriate for Directors. But Directors need to spend time on the real strategic issues.

And to me the strategic issues revolve around this long-term – marrying up the long-term and the short-term, it’s not an either or nor by the way, it’s an and. Talent, which is incredible, again, if you look at where there’ve been a lot of corporate failures, culture tends to be there and talent is part of that. So how to Directors do a better job there? And then obviously the risks are just compounding and so how you think about that strategically as a board. So to me that’s been the big aha is, I thought it was hard before, but it’s really hard. And I could do nothing but read analyst reports and commentary and stuff out of Washington on healthcare. I could literally make it a very, very full day just doing that and it’s important that I do.

<Q – Donna Zarcone>: So we are out of time and – but I think that’s a really great wrap up in terms of making sure that we’re thinking about the balance between long-term and short-term. And thank you for spending the time with us.

<A – F. William McNabb>: Donna, thank you very much.

