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Frankfurt was again the match ground
of the Environmental, Social and
Governance lIssues (ESG) experts and
visionaries. This year’'s ESG Conference,
hosted traditionally by the DVFA, was
attended by over 120 participants from
eleven countries.

Paul Druckman, Chair of Accounting for
Sustainability and in charge of building
the International Integrated Reporting
Committee, gave a key note speech on
Integrated Reporting asthe next stepping
stone for corporate investor communica-
tion. Dr. Frank Schmidt (Pricewaterhouse
Coopers) delivered an interesting speech
on Green Taxation.

Other distinguished speakers discussed
a variety of topics, such as corporate di-
saster, the impact on institutional port-
folios, private equity and its role (yet to
be defined) in ESG. Further topics were
supply chain management, as one of the
most important issues within ESG, and
remuneration as a lever to implementing
ESG within corporates.

A new feature introduced this year was
the corporate elevator pitches, where
each company had the opportunity to
present their understanding of, and
action towards a sustainable economic
performance.

After two days of intensive exchange,
the overall aim was clear: we do not yet
have a universal yardstick for good or
bad ESG - but reinforced cooperation be-
tween everyone is needed, be they play-
ers, products or the public. Ultimately,
we all want the same thing: a healthy,
peaceful, sustainable world.

Thus, we will be pleased to welcome as
many of you as possible to the next year’s
conference, same month — and hopefully
in a greener world!
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Launch of the Final Version of the

EFFAS Key Performance Indicators for
Environmental, Social & Governance

Issues

On the occasion of the ESG Conference,
EFFAS presented the Key Performance
Indicators for Environmental, Social &
Governance lIssues (KPIs for ESG) 3.0,
the reporting framework for corporate
reporting of ESG data and integration
into investment analysis. The framework
is designed to amend reporting of ESG
data by corporates and further the in-
tegration of ESG data into mainstream
investment analysis. The framework ad-
dresses deficiencies in current corporate
ESG disclosure by proposing that entities:

e report EFFAS KPlIs, i.e., standardised
and common sets of quantitative indi-
cators for ESG which are available for
114 subsectors based on the Dow Jones
Industry Classification Benchmark (ICB);

e report EFFAS KPIs not only in sustain-
ability or CSR reports, but also inte-
grate them into annual and quarterly
reports, websites, management ac-
counts, analyst presentations etc.;

e provide contexts, explanations and ac-
counts of the relationship between ESG
and financial performance data so as to

enable mainstream investment profes-
sionals to understand the functioning
of the corporate’s risk and opportunity
profile.

The proposals were developed following
a rigorous and comprehensive due pro-
cess. A discussion paper was published
for public comment in 2010 with more
than 30 comment letters received. EFFAS
CESG (Commission on ESG) and DVFA's
ESG lab then met several times to con-
sider the responses and further refine
the proposals. EFFAS and its ESG working
group will undertake further outreach
during the comment period to ensure
that the views of interested parties are
taken into consideration.
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OVFA Publication Series
Corporate Responsibility 2.0

in Times of Crisis

Assuming Comprehensive Responsibility

Fritz Mostbock, EFFAS EMC Member and Chair of the EFFAS CESG (Commission

on ESQG)

Fritz Mostbock, member of the Executive
Board of EFFAS and Chairman of CESG,
is the author of the study “Corporate
Responsibility 2.0. From Corporate
Responsibility to General Responsibility”.
The study was published in June 2010
and has attracted interest on an interna-
tional scale.

The author explains why responsibility
has to be understood as comprehensive
responsibility, which should not reflect
any specific political conviction but focus
on goals that improve public welfare in
an economic, ecological, and social re-
spect. Mistakes of the past should lead
to new insights in order to avoid future
erroneous developments. Responsibility
that was not only lost on the financial
markets amid the recent crisis, but that
was also destroyed publicly by ecological
catastrophes, such as the one caused by
BP in the Gulf of Mexico or as a result of
the debt crisis in Greece. The public pres-
sure is legitimate, as a result of relentless
transparency requirements and exten-
sive media coverage, and information
has been rightfully demanded. All these
problems can only be faced with a new
understanding of how comprehensive
responsibility and transparency should
be assumed. In light of the current cri-
sis, Mostbock investigates 44 specific
approaches, broken down into general
governmental measures, environmen-
tal issues, social and ethical topics, and
governance issues, and he presents the
reader with a number of, at times, very
unconventional and bold steps. The au-
thor reaches the conclusion that the re-

gaining of trust is the most important
prerequisite to overcome the current cri-
sis in a sustainable way. Mostbock also
shows how said trust can be regained.

Trust can only be regained if it is based
on a comprehensive approach to respon-
sibility that transcends the actions of
individuals and institutions in the shape
of bodies and employees of listed and
non-listed companies and enterprises,
governments and NGOs. The gener-
ally right principle of the stakeholder
approach (basically, the extremely im-
portant circle of shareholders, clients,
employees, and suppliers) has to be de-
fined anew and more comprehensively.
All of this requires a concerted effort by
different states, governments, central
banks, NGOs and other participants act-
ing responsibly in the economy, such as
enterprises, corporate bodies, and public
as well as private persons.

You can download the study in English
and German from various websites:
www.ovfa.at (Osterreichische
Vereinigung fur Finanzanalyse
und Asset Management, Austrian
Association for Financial Analysis and
Asset Management); www.effas.com
(The European Federation of Financial
Analysts Societies); www.effas-esg.
com (EFFAS Commission on ESG);
www.sustainablefinancialmarkets.net
(International Network for Sustainable
Financial Markets); www.aciia.org (The
Association of Certified International
Investment Analysts), www.hksi.org
(Hong Kong Securities Institute).
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AIAF White Paper

AIAF White Paper “The Value of
Intangibles in Overcoming the

Systemic Crisis”

Andrea Gasperini, AIAF Working Group “Mission Intangibles”

Mission Intangibles is a working group of AIAF (Italian Association of Financial
Analysts) whose goal is to lead, motivate and stimulate critical discussion on
the methods to measure, assess and disclose intangible assets and to exploit

intellectual capital
Too big to fail

As suggested by several researchers,
the bigger size of many firms (banks,
insurance, real estate companies, etc),
particularly compared to that of Small /
Medium Enterprises (SME), has been a
major cause of moral hazard" over the
last few years that has driven them to ex-
cessive risk taking because they believed
they were “too big to fail” and that gov-
ernment intervention would in any case
protect investors.

Nevertheless, the SME cannot expect to
receive a similar government rescue as a
last resort. Such companies depend sole-
ly on their own strategies and must try
to survive the ongoing crisis of the finan-
cial markets, of a whole business model,
and of regulation and control systems,
by relying on their own resources, most
of which are intangible.

Unlike many larger companies, which
can usually rely on tangible assets such
as property, plants and equipment, SME
often have a larger amount of intan-
gible assets that are identifiable and
carry a specific economic value, but re-
main nonetheless invisible in the finan-
cial statements: according to the most
important international sources and
conventional schemes, these assets are
represented by human, structural and re-
lational capital.

Each entity has access to intangible as-
sets that fit into all of the above three
categories, although one of them may
often be more significant than the oth-
ers, depending on the company’s busi-
ness model and / or sector, and only their
mutual relationship can represent a sig-
nificant value driver to market competi-
tiveness — a distinctive feature vis-a-vis
other competitors — and can play a stra-
tegic role for growth.

The recent events in the financial market
have shown that intangible assets may
become intangible liabilities which cause
a value erosion in terms of reputation,
higher transaction costs with stakehold-
ers, lack of attraction from investors and
lower market penetration of products/
services.

Such risks can therefore be defined as
the negative impact that unpredictable
events have on the targets of an entity,
namely the possibility of losses due to
uncertainty over the achievement of cor-
porate targets.

Although the literature argues that 70%
or more of the market value of a com-
pany as well as its sustainability and fu-
ture ability to create wealth are directly
linked to these resources, why have in-
tangible assets only rarely been con-
sidered and appreciated at least to miti-
gate the negative impact of the current

1) The term “moral hazard” comes from the insurance sector. Policy holders can sometimes be led to hazard-
ous behaviours if they think insurance companies will be unable to verify potential fraud or negligence.

EFFAS THE EUROPEAN FEDERATION
OF FINANCIAL ANALYSTS SOCIETIES



AIAF White Paper

systemic crisis which caused the collapse
of so many entities?

On the one hand this phenomenon can
be explained by the fact that many com-
panies still have to implement a clear
management and disclosing strategy
of this type of resources and are afraid
of disclosing confidential information
about their competitive advantages. On
the other hand, while knowing these is-
sues, institutional investors, private equi-
ty fund managers and financial analysts,
as well as analysts of Socially Responsible
Investments (SRI) do not yet perceive the
analysis of intangible assets as a key fac-
tor to strongly guide their investment
decisions and, moreover, little attention
is placed by the business media on this
subject.

Intangible assets are therefore underes-
timated in the establishment of corpo-
rate strategies and there is often a lack
of consensus on the definition of stand-
ard non-financial indicators by sector
to measure them. In times of economic
prosperity it is hard to list the issue of
intangibles among the priorities of CEO/
CFO, it is thus clear that this is even hard-
er when a company is in a downsizing
and cost cutting phase, when it is recon-
sidering marketing strategies and out-
sourcing processes, with banks cutting
down on lending.

In spite of the above circumstances,
we believe the current systemic crisis
should boost attention — not only in the
academic environments but also on a
professional level — to how to use and
monetize those intangible assets that
are increasingly essential for a company’s
corporate value, its profitability, market
position, competitive advantages and
sustainability in general. Indeed, it has
become relevant for managers to:

1. identify the potential intrinsic value of
these resources;

2) AIAF white paper number 145, March 2010.

2. maintain control of the competitive
advantages that can be attributed to
intangible resources and the ability to
seize their value. This is a top prior-
ity to get out of the current systemic
crisis.

Indeed, the time has come for CEO/CFO,
General Managers and people in charge
of business units to identify internally-
generated and externally-acquired in-
tangible resources and to determine how
they can better be managed, exploited
and monetized so as to soften the nega-
tive impact of the current financial crisis.

The value of intangibles to overcome
the systemic crisis?

Starting with an analysis of the systemic
crisis 2008 / 2009 that led to the collapse
of a large number of companies, and
considering the evolution and impact of
intangible assets and liabilities in the cur-
rent economic-financial scenario, both in
terms of markets and of individual com-
panies, this research project is to pursue
two priority goals, namely:

e stimulate companies to engage in
processes for the identification, man-
agement and disclosure of intangible
assets;

e provide a substantial contribution to
encourage institutional investors, pri-
vate equity fund managers, venture
capitalists and financial analysts to con-
sider the analysis of corporate intang-
ibles as an opportunity and a new and
powerful incentive to expand the re-
turn on investment strategies by iden-
tifying the best mix of intangible assets
fitting each sector.

Following a consolidated axiom pro-
posed by Tom Peters, who insisted that
only “what gets measured gets done”,
in traditional reporting systems decision
makers usually focus primarily on tan-
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gible assets, whereas internally gener-
ated intangibles are often overlooked in
light of the fact that they can hardly be
measured and checked because of the
several restrictions imposed by account-
ing principles.

This kind of approach apparently pre-
vents decision makers from identifying
the most appropriate strategies to sup-
port the current upsurge from the sys-
temic crisis, because current measure-
ment and assessment methods widely
lack accuracy and standardization in
themselves, unlike those adopted for
tangible resources.

It is therefore essential for what is not
measurable to become measurable by
identifying the characteristics the new
metric and non-financial indicators
should possess so as to be considered
useful also by institutional investors and
financial analysts.

Once intangible resources have been
identified for each economic sector, cor-
porate managers will have to find an-
swers to the following questions:

e Does the company optimise the use
and control of such resources ?

e What is the relationship between in-
tangibles and corporate risks ?

e What value can be assigned to these
resources ?

* How can they be disclosed to the mar-
ket ?

e What are the standard non-financial
indicators for each sector ?

The assessment of intangible assets and
the implementation of specific strategies
can reduce huge losses of competitive
advantages and also serve as a practical
(and not just theoretical) basis to achieve
greater sustainability through the shar-
ing of goals in joint ventures, coopera-
tion agreements, partnerships and net-
working between companies.
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“ESG Factors in Corporate Valuation”
Issued by the Securities Analysts

Association of Japan (SAAJ) ESG

Working Group

In June 2010, the Securities Analysts
Association of Japan, SAAJ, issued a re-
port entitled “ESG Factors in Corporate
Valuation” produced by its ESG Working
Group, which was established in April
2009.

There is no distinct prescription of how
investors can practically incorporate ESG
factors into corporate valuation or cash
flow projection for individual analysts
and portfolio managers. Therefore, the
report particularly focuses on the rela-
tionship between ESG factors and cor-
porate valuation, in order to provide
overall information and useful insight
for investment professionals to integrate
ESG analysis into corporate valuation
and equity pricing.

The study attempts two things: (1) an
analysis of the survey results on ESG fac-
tors for holders of the CMA designation
(CMA: Chartered Member of SAAJ) to
find out to what extent financial analysts
in Japan recognise and/or incorporate
ESG factors into corporate valuation; and
(2) a regression analysis of the relation-
ship between corporate performance in
the light of ESG factors (such as ESG/CSR
rankings), so-called corporate social per-
formance (CSP), and performance from
the standpoint of financial ratios and
stock prices, so-called corporate financial
performance (CFP).

The on-line survey was conducted in
October 2009 among 17,086 of SAAJ's
chartered members, of which 3.5% or
599 responded. Major key findings are:

® More than 80% of respondents see ESG
factors as important for corporate valu-

ation — ESG carries more weight with
long-term evaluators in terms of risk
and return, while short-term evalua-
tors see ESG as a risk factor;

“Corporate governance” is seen rela-
tively, as a short-term risk factor, while
“environmental” is seen as a long-term
performance factor - “social” ranges in
the middle;

“Development of environmentally
conscious products and services” and
“initiatives on climate change” could
impact, from a performance perspec-
tive, while “initiatives on labour en-
vironment of overseas suppliers” and
“initiatives on safety and health” could
impact from a risk perspective; and

as regards integrating ESG factors into
corporate valuation, respondents be-
lieve that more ESG corporate informa-
tion should be disclosed and more re-
search be dedicated to the relationship
between ESG factors and corporate
performance.

Also, statistical analysis was conducted
in order to observe the relationship
between CSP and CFP, and to examine
methodologies for such analysis. It should
be noted that this preliminary analysis
is based on relatively short-term data,
gathered over only three years. It should
also be noted that a sampling bias exists.
However, the analysis shows interesting
implications for further research: e.g.
high CSP-scored companies have lower
ROAs, lower labour productivity (and
higher labour share) and lower Tobin’s q
on a single-year basis, although it is not
so simple when looking at changes and
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volatility over three years. Therefore,
ESG is a cost factor over the very short-
term, while it may improve companies’
financials and lower volatility over the
longer-term. The event study indicated
that the market regards environmental
measures as especially costly factors.

From a corporate management perspec-
tive, it is considered that companies’
investment in ESG activities is originally
based on the needs of long-term stake-
holders, who would expect companies
to correct the external effects (pollution,
etc.) of pursuing short-term profits (ESG
activities are excessively limited because
they do not produce short-term profits).
Consequently, ESG investment costs put
pressure on profits to drop in the short
run, although they may bear fruit in the
long run.

In cases where financial information n
is globally uniformed because of the

spread of IFRS, the importance of non-

financial information will increase more

and more. A study of how ESG factors

should be applied to corporate valua-

tion is an important area to which SAAJ

should continue to contribute.

The full version of the report “ESG
Factors in Corporate Valuation” is avail-
able in Japanese on the SAAJ website,
and a summary version in English is also
on the SAAJ website, http://www.saa.
or.jp/english/research/esg_factors.html.
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Guest Article

Ernst Ulrich von Weizsacker

Of course, there is a nexus. During the
height of the financial crisis nobody
thought about the environment. The
states, notoriously hesitant to commit
money for climate or biodiversity, all of a
sudden spent trillions to bail out banks,
insurance companies, or car manufactur-
ers. So much for the negative nexus.

There is another connection, relating to
governance. The free play of deregula-
ted markets can be said to have caused
the near meltdown of the financial sys-
tem. And the environment almost always
suffers from deregulation. Re-regulation
attempts, however, timidly approached
both at national levels and at the G20,
showed no intention of improving the
environmental situation.

A third connection exists. It is less super-
ficial, and it has hardly been acknowl-
edged in public. It has to do with the
American Way of Life. During the time
of cheap oil, from the early 1980s on,
US American suburbs grew and grew.
Strong support for this development
came from low interest rates, making
mortgages quite affordable to home
builders. As a result of this develop-
ment, typical commuter distances nearly
doubled within 25 years. Environmental
considerations (on excessive fuel use or
CO, emissions) were pushed aside during
this period. Only when world oil prices
soared, because of massive demand from
China and other countries, did commut-
ing become a nightmare for many home
owners. Hundreds of thousands of com-
muters had to leave their homes and re-
settle in their mobile homes parked close
to their working place. Predictably, this
had a devastating effect on real estate
values. Mortgage firms were forced to

Any Nexus between the Financial Crisis
and the Environment?

write off millions of subprime mortgages
and came close to bankruptcy. The final
blow came with the collapse of the credit
default swaps that allegedly served to
cover the related risks.

A common denominator, | submit, is the
fundamental error lying in cheap energy
and cheap money. Both induce, or rath-
er seduce, people to do unsustainable
things. Building houses 50 miles away
from the workplace is unreasonable,
and unsustainable under conditions of
fluctuating oil prices. And doing it with
borrowed money at interest rates that
cannot be sustained by any economy, is
hazardous and thus also unreasonable.

Cheap money was, of course, meant to
seed optimism and pull the American
economy out of a recession. And cheap
oil was a gift from the oil glut of the
early 1980s, warmly welcomed by the
Reagan Administration. Not the slight-
est effort was made in America to com-
pensate the decline in oil prices by fuel
taxes. In Denmark, on the other hand,
the decline was fully compensated by in-
creasing petrol taxes — which allowed the
Danish state to keep income taxes and
indirect labour taxes low. Other coun-
tries practiced strategies between the
two extremes.

We should learn from the historical ex-
perience. Policies of cheap money should
not be sustained over any extended pe-
riod of time. They frustrate savings and
induce overconsumption.

Cheap fuel is also a mistake, as argued
above. The opposite is recommendable.
Energy price policies should encourage
energy efficiency and frustrate wasteful
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life styles. What | suggest as a consistent,
long-term policy is a gradual tax increase
on energy, such that energy prices rise
roughly in parallel with energy efficien-
cy gains, thus avoiding social hardship.
Ultimately, a fivefold increase of energy
productivity is technically feasible and
should be reached within some forty
years.3)

A society enjoying a dramatic improve-
ment in energy efficiency would be non-
vulnerable to oil price hikes and is likely
to remain financially robust. Combining
prosperity with the avoidance of un-
pleasant surprises is something European
countries should embrace.

3) cf. Ernst von Weizsacker, Karlson ,Charlie” Hargroves et al. 2009. Factor Five. London: Earthscan.
Available also in German and Chinese.
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Proof or Belief

Robert Rubinstein, TBLI

For the past 15 years, | have been work-
ing at trying to convince the financial
sector of the self-interest, opportunity
and money flows associated with ESG,
and recently, Impact Investing. A great
deal has occurred. When | started, most
of the institutional investors were scep-
tical and kept asking for proof that
ESG outperforms, or in the worse case,
doesn't underperform. At that time,
I would send research papers showing
that at worst there was no underper-
formance and sometimes there was an
outperformance. After a period of time,
| stopped sending the research, because
my conclusion was that the issue was not
proof but belief.

How much research was done on the
risks associated with CDO Subprime
Mortgages investment? And if the re-
search existed, then how many people
read the reports? Finally, how much
money went into this sector? End of sto-
ry. There was belief, without proof.

ESG understanding (self-interest), and in-
tegration have improved and increased.
More and more we see the financial sec-
tor trying to integrate ESG into their
asset allocation, signing various volun-
tary agreements such as the Equator
Principles (project finance and sustaina-
bility guidelines), CDP (carbon disclosure
project), UNPRI, and countless others.
That is all wonderful, but most of these
initiatives are aspirations or ambitions
and not hard commitments.

The PRI has been in existence for nearly
threeyears. What has been achieved, fun-
damentally? Extremely little. Constant

chatter, letters sent to Mr. Obama, more
declarations of better governance, etc,
etc.

If you take the one fundamental issue of
the PRI: We will be active owners and in-
corporate ESG issues into our ownership
policies and practices.

This has been a total failure. A few years
ago, the Dutch Minister of Finance was
chastising the institutional investors for
not being active owners, with respect
to the financial sector. He claimed that
the asset owners were partly to blame
for the financial disaster. They owned a
great deal of financial stocks, but weren't
vocal or critical while the financial sector
created the gasoline fire. It burned really
bright, but it went out very fast and cre-
ated a toxic mess.

Case in point.

APG was a major shareholder of Fortis,
after being asked to buy shares to show
a sign of confidence. After the price
dropped nearly 95% in a few months,
the Dutch government stripped the as-
sets and left the junk on the stock mar-
ket. What was the response of APG at the
shareholder meeting in Brussels about
selling to BNP? They voted neither in fa-
vour, nor against. They abstained. Not
really the sign of an active shareholder.

Most of the asset owners claim to be
committed to integrating ESG into their
complete portfolio, or a significant part
of it. After many years of chit chat, they
are proud if they reach 2% or 5%, or
they claim the whole fund is ESG only
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due to chatting to management, or just
having eliminated cluster bombs. That is
far from sufficient.

Most of the asset owners have signed the
PRI as a sign of membership of the fitness
club of ESG investment. The only prob-
lem is they forget to exercise and get on
the scale to see how much weight they
have lost.

As long as asset owners use PRI or other
voluntary agreements for aspirational
or reputation reasons and not as a clear
commitment in the short-term, very lit-
tle will fundamentally change. | can live
with that, but at least we need to be
honest. At present, the PRI and its asset
owners who have undersigned have cre-
ated a massive bull’s eye on their backs,
just waiting for civil society to pounce.

To paraphrase Yoda, from Star Wars: Do B
or do not. Ambition is not a commitment.
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alstria office REIT-AG published first sustainability report. alstria office REIT-AG, an
internally managed Real Estate Investment Trust (REIT), has recently published its first
sustainability report. The report compiles CSR data for the years 2007 to 2009, and
testifies to alstria’s holistic business approach, in terms of economic, environmental
and social aspects. The document also provides a different view of alstria’s P&L and
balance sheet, and gives new information on the performance of the assets or the
diversity of alstria’s team. “We are very proud to be the first German real estate
company to publish a sustainability report in accordance with the Global Reporting
Initiative G3 guidelines,” said Olivier Elamine, CEO of alstria office REIT-AG. “As real
estate business has a long-term character by nature, sustainability has always been
an essential part of alstria’s business model. We firmly believe that finding the right
balance between economic, environmental and social aspects is a key factor for the
long-term success of a real estate company.” The sustainability report has been draft-
ed in accordance with the Global Reporting Initiative G3 guidelines. alstria’s recent
sustainability report lays the foundation for continuous reporting on the improve-
ment and overall performance related to CSR on an annual basis.

PALFINGER is the winner of the ASRA (Austrian Sustainability Report Award).
The current PALFINGER sustainability programme 2010 to 2012 focuses on “eco-
efficient production” and “sustainable products”, as well as on the future well-being
of their employees. That impressed the ASRA jury: The PALFINGER sustainability m
report was awarded first place. This encourages PALFINGER on its current path and
motivates it to continued sustainable development.

Especially in the difficult economic environment of 2009 it was important for the
company to maintain its eco-innovations and social responsibility to its employees.
The corporate objective of all efforts was to achieve profitability in the medium-term.
The sustainability report contributed to maintaining investor relations in capital
markets. PALFINGER was also part of the VONIX-sustainability index of the Vienna
stock-exchange in 2010.

PALFINGER set its focus on improving the impacts of its core business: clean production.
Along with reducing its greenhouse gas emissions, PALFINGER has qualified all its
Austrian production facilities as climate-alliance partners.

Sustainable products: The corporate goal is to minimise energy-consumption, costs
and emissions and to reduce noise emissions of PALFINGER products. For example,
load-sensing for cranes saves 20 percent of fuel per loading. Biologically degradable
hydraulic oil is another innovation in this sector. 11 percent of all products were
distributed using “bio oil” — this trend is growing rapidly.

Employees: To successfully accomplish complex projects good teamwork is essential
— for this reason, particularly in challenging times, PALFINGER set concrete objectives
to support and guide its staff. Occupational health and preventive safety measures
have top priority — with considerable success. Living up to its motto “ready for the
future”, training-hours per employee have been nearly doubled from 8.4 in 2008 to
15.8 in 2009.

You can find more information in the CSR section of www.palfinger.com!
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The Securities Analysts Association
of Japan (SAAJ) holds CIIA
10t Anniversary Seminar

The year 2010 marked the tenth anniver-
sary of ACIIA, the Association of Certified
International Investment Analyst, the
awarding body of the CIIA Diploma.
Since its inauguration in the year 2000,
ACIIA membership has grown from nine
to thirty-five associations world-wide,
including the two founding federation
members ASIF, the Asian umbrella or-
ganisation, and EFFAS, the European um-
brella organisation. While some member
associations have a long history of rep-
resenting the investment profession and
administering qualification programmes,
others have only evolved over the last
few years and are implementing a train-
ing programme at an international level
for the first time.

To celebrate the 10th ACIIA anniversary,
several members organised local events.
SAAJ, the Security Analysts Association
of Japan, held the 10th CIIA Anniversary
in conjunction with the ACIIA Council
meeting in Tokyo, 11 November 2010.

The event took place at the
Gakushikaikan Hall with more than 110
participants and members of ACIIA socie-
ties present. The welcome remarks were
made by SAAJ President & CEO Kiyoto
Hagiwara, ACIIA Chairman Fritz H. Rau
and IEC Chairman Michael Theobald. The
seminar incorporated two presentations;
one by Professor Takao Kobayashi on
"Architecture of New Financial System —
its Light and Shadow", and the second by
Dr. Ronald E. Copley entitled "Hedging
Strategy for a Changing Market using

ETF's, ETN’s and Closed-end Investment
Companies”.

As it still remains unclear which changes
the financial system must undergo in or
after a global economic crisis, there can
be no other option than to consistently
apply ethical standards, as well as to con-
tinually educate and qualify our invest-
ment professionals.

This is why all the partnering organisa-
tions of ACIIA see it as their duty to im-
prove the public understanding of the
capital market’s function and to restore
confidence in it. The outstanding CIIA
programme is consistently gaining in
recognition.

CELEBRATING

10

YEARS

- -~
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Kapitalmarkt

DVFA 50t Anniversary

This year, the Society of Investment
Professionals in Germany (DVFA) cele-
brated its 50th anniversary. The celebra-
tion took place in the well known build-
ing of the old Frankfurt Stock Exchange
in a glamorous ambience.

In the opening speech, Fritz H. Rau, chair-
man of DVFA, following a retrospec-
tive of past and present developments
at the DVFA, emphasised other future
key activities which will receive particu-
lar attention. “The implementation and
continuous review of the principles of
ethical conduct for professionals, as well
as their training and qualification, are
of paramount importance in our work.
Integrity and qualification are two sides
of the one medal. They complement
each other.”

Professor Dr. Norbert Walter spoke as
a keynote speaker about DVFA's inte-
grative role within Europe in the field
of training and qualification. “Use the
nutrient-rich biotope of education. The
role of the DVFA which | consider the
most important is the promotion of the
profession and of autonomy as a value
in itself — and all this beyond national
boundaries.”

The anniversary celebration provided
the festive framework for the first-time
award of the Medal of Honour. The first
person to be distinguished with it was
Professor Norbert Walter, who over two
decades, as Mr. Rau mentioned in his lau-
datio, has contributed to important steps
made in the development of the economy
and the financial markets. His statements
were always characterised by great ana-
lytical sharpness. Michael Hauck was dis-
tinguished for his life's work, which not
only referred to the foundation of the
DVFA. Through his permanent dedica-
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tion to more transparency on the capital
markets, further training and qualifica-
tions of the professionals, and through
his integrity, not only within the DVFA,
but also in numerous other functions
and diverse initiatives, Michael Hauck
has contributed to the further shaping
of the financial market.

On the occasion of the celebration,
DVFA presented the Festschrift entitled
“Kapitalmarkt in Theorie und Praxis”,
which was specially published to mark
the occasion of the 50t anniversary. It
encompasses contributions from over
40 well-known authors covering a wide
range of topics on future prospects in
research, asset management, regulation,
accounting, and also non-financials from
the day-to-day business of the capital
market experts, as well as from the capi-
tal market research side. For the sake of
greater authenticity, the articles deliv-
ered in English were not translated. Fritz
H. Rau emphasised the importance of
the bridge between theory and practice,
a goal we have always aspired to and
continue to do so. Over 400 participat-
ing members were able to take the copy
of the freshly printed book home with
them on the same evening.

The event offered many members the
chance to meet again and catch up and
exchange views. For the DVFA it was a
clear sign that the 50 years were appreci-
ated, but that there is nevertheless still a
lot to be done ... .

DVFA is the Society of Investment
Professionals in Germany, founded in
1960. Currently, DVFA has more than
1,100 individual members representing
over 400 investment firms, banks, asset
managers, consultants and counselling
businesses.
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OVFA, the Austrian Association
for Financial Analysis and Asset
Management, announces Capital
Markets Award 2011. For the third con-
secutive year, OVFA has invited interest-
ed researchers to submit for the Capital
Markets Award 2011. This award, worth
EUR 10,000, aims to improve research
in finance and capital markets and
help young researchers to make their
way. All submissions are reviewed by a
high-ranking review panel comprising
economists, finance specialists and legal
experts. Submitted papers and/or mono-
graphs should deal with current prob-
lems around capital markets and finance.
The award ceremony will take place at
the Annual General Meeting of OVFA in
June 2011.

Society of Investment Professionals in
Germany (DVFA) Publication Life Science
in the Capital Market Biosimilars. The
DVFA's Life Science Commission released
the Life Science in the Capital Market
Biosimilars publication, following the
3rd DVFA Life Science Conference on
Biosimilars. The aim of this specialist
publication is to put capital market par-
ticipants in a better position to assess
and evaluate the risks and opportunities
of the new biosimilars market.

Recommendations Financial Ratios 2010.
The Danish Society of Financial Analysts
DDF, the Norwegian Society of Financial
Analysts NFF and the Finnish Society
of Financial Analysts FSFA released the
Recommendations Financial Ratios 2010.
The publication is a follow-up to the 2005
recommendations and provides precise
definitions and guidelines for how to
calculate a number of key figures and
ratios, as well as recommendations for
and suggestions about how listed com-
panies could make specific disclosures in
their annual and interim reports and on
their websites.

European Financial Planning Association
EFPA Germany. The European Financial
Planning Association is the organisation

that represents financial planners and
financial advisors in Europe. The mis-
sion of the European Financial Planning
Association is to continue to set high
quality standards for educational pro-
grammes, competence examinations
and ethics in the financial advice sector
throughout Europe. In Germany, EFPA is
going to be represented by the newly
established association Germany EFPA
e.V. Founding members of the German
association are the DVFA (Society of
Investment Professionals in Germany)
and the Frankfurt School of Finance
and Management. Ingolf Jungmann
(Vice-president of the Frankfurt School
of Finance and Management) has been
appointed as chairman of the associa-
tion, and Peter Kénig (DVFA Managing
Director) as deputy-chairman.

Banking on Liquidity. In their publica-
tion Banking on Liquidity Con Keating,
member of the EFFAS European Bond
Commission EBC, together with Barry
Marshall highlight the importance of
liquidity in the banking industry. The
changed nature and scale of banking ac-
tivities over the past few decades is fun-
damental to understanding the failures
that resulted in the financial crisis. The
provision by banks of financial risk man-
agement services and products on the
scale documented appears problematic.
Derivatives contracts are the principal
instrument used in financial risk man-
agement. The role and extent of liquid-
ity and collateral security in facilitating
these developments is investigated and
policy recommendations advanced. The
paper can be downloaded via the web-
site www.brightonrockgroup.co.uk.

Conference in Romania: Lessons from
the economic recession. The Romanian
Association of Financial Banking Analysts
AAFBR organised an international con-
ference on “Lessons from the Economic
Recession” on the 11 November 2010.
The conference was a success not only
because of the large number of the
participants, but also because the top-
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ics tackled were varied enough to cover
the whole region. Mr. Mugur Isarescu,
the governor of the National Bank of
Romania, congratulated AAFBR on its af-
filiation with EFFAS and wished the soci-
ety the best of success in their goals for
further developing the capital market in
Romania and educating the investment
professionals. AAFBR is looking forward
to welcoming participants from Europe
at the next year's conference, to be held
in Bucharest, also in November.

Con Keating: Don’t Stop Thinking About
Tomorrow: The Future of Pensions. In
his paper, Con Keating, member of the
EFFAS European Bond Commission, maps
out the key dimensions to the pension
situation in the historical context. The
study is replete with suggestions for
both policy and further research, draws
distinctions between risks and uncertain-
ty, and raises numerous other fundamen-
tal questions. Also related to this study
is the EBC response to the EU Green
Paper “Towards Adequate, Sustainable
and Safe European Pension Systems”.
Both papers provide interesting and
challenging reading and can be down-
loaded at the EFFAS and the EFFAS Bond
Commission websites.

VBA (Beroepsvereniging van
Beleggingsprofessionals), the Dutch
Association of Financial Analysts pub-
lished a paper on Longevity Risk.
Longevity risk is the risk that pension
funds and insurance companies are con-
fronted with higher benefit obligations
when the insured live longer than origi-
nally anticipated. Because pension funds
and insurance companies value their
future benefit obligations on the basis
of mortality rates, this means that an
increasing life expectancy increases the
value of these obligations. The paper can
be found on the VBA website, as well as
on EFFAS website.
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EFFAS Calendar of Events

Diary dates for 2011. Additional information can be found on the EFFAS website,
www.effas.com

IETTETRY 19 January 2011 Seminar: Development of Equity Markets Tokyo
and Changing Climate Surrounding Equity
Investment in Asian Countries

27 January 2011 Enrolment deadline CIIA Candidates

February 7-8 February 2011 EFFAS EEBC Meeting London
9 February 2011 EFFAS MSC Commission London
10 February 2011 EFFAS TQC Commission London
11-12 February 2011 Seminar Sustainability Florence

Empowering people — empowering the

future — about investment in people to pave

the way for responsibly thinking and

behaving generations m

17-18 February 2011 2nd SAAJ International Seminar Tokyo
Exploring New Investment Strategies in a
Paradigm Shift

10 March 2011 ClIA Foundation 1 Examination Europe/
Americas

11 March 2011 ClIA Foundation 2 / Final Examinations Europe/
Americas

12 March 2011 ClIIA Final Examinations Asia

18 March 2011 EMC Meeting Vienna

6 April 2011 ClIA First Corrections

May 5-7 May 2011 ClIA Corrections

24 May 2011 ClIA Results available

16-20 May 2011 FRANKFURT GLOBAL BUSINESS WEEK Frankfurt

17 May 2011 4th DVFA Life Science Conference Frankfurt

20 May 2011 EMC Meeting Amsterdam

26-27 May 2011 TBLI Conference Asia Tokyo
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Calendar of Events

August
September

November

December

S
<
<

29 June 2011
30 June 2011
30 June /1 July
13-15 July 2011
29-31 August 2011
September

16 September 2011

17 September 2011
30 September 2011

November 2011
November 2011
10-11 November 2011

16 December 2011

ILPIP/ ACIIA CM
ACIIA AGM
EFFAS AGM

EFFAS Summer School

9th DVFA Small Cap Conference

EFFAS ESG Conference
ClIIA Final Examinations

ClIIA Final Examinations
EMC Meeting

AAFBR Conference
ACIIA Council Meeting
TBLI Conference

EMC Meeting

Dubrovnik
Dubrovnik
Dubrovnik
Madrid
Frankfurt
thc

Europe/
Americas

Asia
Madrid

Bucharest
Vietnam

London

London
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