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Introduction
Welcome to the fourth edition of our CFA Society Newsletter!
Dear Society Members, CFA Candidates, Partners and
Friends,
Welcome back from your summer holidays to the fourth
edition of our CFA Society Newsletter!
After a short break during the summer holidays, we quickly
plunged back into work busily preparing for the new event
season which started at the beginning of September and
runs till June 2015. Now that most events have been
scheduled, we would like to highlight some of the upcoming
ones (for the full list of events see our 2014-2015 Event
Programme):


ACCA & CFA Business Mixer – Our 5 anniversary
mixer will feature Jeremy Bolland, a security
analyses expert from Hong Kong on 23 October (for
more information see the invitation).



European Investment Conference – The CFA
Institute’s flag ship event will yet again host some
outstanding speakers in London on 16-17 Oct. We
would like to highlight in particular the six specialised
workshops on Equities, Trend Investing or
Thinking like Your Clients (see the conference
website for details).



CEE Investment Conference – CFA Society
Istanbul and CFA Society Czech Republic jointly
rd
invite you to the 3 Central and Eastern European
Investment
Conference
which
will
take
place in Istanbul on 7 November (to see the event
program visit the conference website)



th

newsletter and find its content attractive. Finally, 85% of
members who participated in the survey think that the
society does ‘very good’ or ‘excellent’ job serving them as
members. To see the survey winners who will receive one
of a number of prizes as well as to see the key outcomes
from the survey, visit Your Society Update section below.
Thanks to our newsletter manager, Michal Stupavský, CFA,
this edition brings you more intriguing content such as
exclusive interviews with senior financial professionals or
articles from our CFA charterholders. Namely, for this
edition Michal interviewed Jiří Korbel, CFA about the recent
IPO of the Czech brewery Pivovary Lobkowicz Group on
the Prague Stock Exchange touching on every angle of the
deal. In the Members’ Independent Voice section, you can
find two thought-provoking articles. First Lucia Houfková,
FRM, CFA is questioning the continuous exponential growth
of financial markets directives and regulations in the
European Union which further complicates the financial
world. And second, Jan Hájek, CFA is analysing whether
the current new high of US companies profitability and
cyclically-adjusted P/E signals a US equity market
correction. You can find all of this and much more in the
fourth edition of our newsletter.
Enjoy your reading!
Petra Roberts, CFA

Marek Jindra, CFA

Executive Director
petra.roberts@czechcfa.cz

President
marek.jindra@czechcfa.cz

1. Česká investiční konference – The first Czech
investment conference bringing together Czech retail
investors and investment managers will take place in
Prague on 7-8 Nov. Don’t miss an opportunity to
attend this unique event (see the conference
website).
We would like to thank our sponsors for their support:

Our CFA Society teamed up with AKAT, CNB and Ministry
®
of Finance to introduce the GIPS standards at an
inaugural event on 30 September (see the invitation). This
significant initiative, a milestone in the society’s history,
aims to enhance the reporting standards in the Czech
investment industry and to improve the investment
environment for Czech and foreign investors. We will bring
more information as this initiative develops.
For anyone considering a new job, we would like to point
out a number of interesting job offers that have been
posted to our CFA JobLine website, including some that
are offered exclusively on CFA JobLine. Please see a
selection of senior job positions suitable primarily for
CFA charterholders or Level 3 CFA candidates in the Your
Society Update section at the end of the Newsletter.
We would also like to thank our members and candidates
who participated in the Member & Candidate Satisfaction
Survey. Among the lessons learned, we found out that
career support provided by our Society (namely CFA
JobLine) is nearly equally as important for our members as
educational and networking events. We were also very
pleased to find out that most of you regularly read our
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Interview
Jiří Korbel about the IPO of Pivovary Lobkowicz
Jiří Korbel, CFA has worked for Česká spořitelna /
Erste Group in the corporate finance department since
2007. He is currently a Vice President responsible for
equity capital markets, mergers and acquisitions, and
corporate finance advisory. He has been a senior
member of the Erste Group’s team carrying out the
recent IPO on the Prague Stock Exchange (PSE) of the
Czech brewery Pivovary Lobkowicz Group (PLG). Jíří
earned the CFA charter in 2010. Michal Stupavský,
Newsletter Manager, carried out the interview with Jiří
in the second half of August.
---

upon which the equity research analysts prepare the equity
research report which is circulated to potential institutional
investors. The final and most important phase is the
roadshow during which the management presents the
equity story to potential investors. At the same time, the
bank collects orders from investors, which is called
bookbuilding. At the end of the bookbuilding, there is a
pricing and allocation meeting during which the bank,
together with shareholders and management of the
company, determine the final issue price and decide
allocation to particular investors. And, if there is a sufficient
demand at an acceptable share price, it is time to open
champagne and start to celebrate.

Michal: Jiří, the IPO of the Czech brewing group
Pivovary Lobkowicz, which is the no. 4 brewing group
by local sales and no. 5 by total production, took place
on the Prague Stock Exchange on 28 May 2014. Erste
Group Bank AG acted as the Lead Manager and Sole
Bookrunner of the offering while Česká spořitelna
acted as the Domestic Lead Manager in the Czech
Republic. What was your responsibility and how long
did you work on the transaction?
Jiří: I had the pleasure to work on this transaction with my
colleagues from Česká spořitelna and Erste Group since
December 2013 when we started to discuss with the
management and shareholders of PLG various aspects of a
potential listing strategy on the capital market. The
shareholders and management of PLG intended to raise
new capital in order to finance future growth of the
company and take advantage of increasing preference of
Czech beer consumers for traditional local beer brands
such as Ježek, Platan, Černá Hora, Klášter, Rychtář and
others. We decided to go for the listing on the Prague Stock
Exchange, as I believe that Czech companies should be
listed on the local stock exchange. I am very happy to see
that the shares of PLG were successfully placed among
investors and that PLG has increased the number of
companies listed on the PSE. I hope that this transaction
will inspire other companies, and we will see more
successful Czech companies listing their shares on the
PSE in the future.
Michal: Could you describe the whole IPO process
from the very beginning to the end?
Jiří: An IPO is a very challenging and time intensive
process. I would distinguish two main work streams during
an IPO, and that is preparation of the documentation and
marketing the transaction to potential investors. Preparation
of the required documentation comprises of a due diligence
phase upon which you prepare required documents. The
most important document for an IPO is the prospectus
whose content is defined by Prospectus Directive which
determines requirements for information disclosure for all
companies contemplating stock exchange listing on the
regulated market in European Union. Drafting of the
prospectus is done by the bank, legal counsels and
auditors, and it is probably the most time consuming part of
the IPO process. Simultaneously, the bank develops a
strategy on how the IPO will be communicated to potential
investors. The management holds an analyst presentation

Jiří Korbel, CFA
Michal: While on the roadshow with the company’s
management, how many days were you travelling, to
which countries, how many meetings did you have and
how many institutional investors did you meet?
Jiří: The roadshow usually takes two weeks during which
you organize one-on-one meetings or group meetings with
potential investors based on the availability of the
management and investors. We have organized meetings
with potential institutional investors not only in CEE
countries like Czech Republic, Poland, or Austria but we
also had several meetings in London and other European
countries. In total, we approached more than 100
institutional investors across the whole of Europe. We
focused on the investors which we deem will be able to
generate a reasonable demand.
Michal: Apart from institutional investors did you also
approach retail investors during the IPO?
Jiří: Yes, as we foresaw that this company would be very
popular among retail investors, we decided to offer shares
of PLG not only to retail investors in the Czech Republic but
also in Austria through our electronic broker, branches and
private banking clients. The IPO has a significant marketing
impact for every company that contemplates stock
exchange listing and for a typical household brand like
Pivovary Lobkowicz it is a great advantage. Many
Interview continues on the next page…
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Interview
Jiří Korbel about the IPO of Pivovary Lobkowicz
consumers may prefer PLG’s beers because they own their
shares and many investors may purchase shares of PLG
because they are familiar with PLG’s beer portfolio.
Moreover, given the sector, you can hardly imagine a more
popular company for retail investors than PLG.
Michal: What were the main points or rationale you were
stressing during the roadshow as regards attractiveness
of this issue?
Jiří: Together with the management of PLG we have
developed a four-pillar equity story. Firstly, PLG has
tremendous opportunity to increase its market share in the
gastronomy segment which is much more profitable than
retail segment. PLG should profit from the fact that the
consumers are moving away from large international
producers to smaller regional breweries. PLG has also a
unique portfolio of approx. 70 beer brands which
differentiates PLG from other breweries. Second, PLG has
potential to further increase its sales in the premium segment
with higher margin premium beers and special beers. Their
production is much more flexible and can accommodate
consumer preferences and react on market developments
much faster than large breweries. Third, there are potential
acquisition opportunities of other smaller breweries in the
Czech Republic, and last but not least, PLG can capitalize on
highly positive perception of the Czech beer abroad by
strengthening its export production to foreign countries.
Michal: Management wanted to raise up to CZK 1 billion
including CZK 600 million exit of the current
shareholders, which in the end did not materialize and
the company raised only CZK 400 million for expansion
and acquisitions. Why did you not achieve the original
target of raised capital?
Jiří: At the end of the roadshow shareholders decided not to
sell below 160 as they perceived such a share price too low.
As a result we had to restructure the deal size and decrease
it from CZK 1 billion to CZK 400 million. This brought
negative impact on future liquidity which was the major
concern of the investors. On the other hand, the investors
were encouraged to even increase their bids as they
appreciated the fact that current shareholders’ perceived
valuation of PLG higher than the issue price. Only very few
investors decided to withdraw their orders while some of
them even increased their orders. Moreover, the equity story
remained the same as the company received 100% of the
capital they aimed for from the very beginning.
Michal: What were the other difficult issues within the
deal?

Jiří: There were no precedent IPO transactions of similar
size on the PSE. From the very beginning we realized that
the biggest problem for the overall success of the
transaction is the liquidity of shares. For most institutional
investors liquidity is extremely important and small issue
size might discourage institutional investors because in case
they decide to sell their shares there might not be sufficient
liquidity on the market. We were very happy to see that
other brokers decided to support IPO of PLG by active
market making of PLG shares. Currently, there are five
market makers of PLG shares and I am positively surprised
by more than sufficient liquidity.
Michal: Did Erste Group / Česka spořitelna have a green
shoe or an over-allotment option? Did you utilize it?
And how long were you stabilizing the price?
Jiří: Market practice during IPO is to grant the lead manager
an over-allotment option. The lead manager during IPO thus
sells not only base deal shares but also over-allotment
shares which he does not own and thus creates a short
position. In case the share price within 30 days after
announcement of the issue price goes up, the lead manager
exercises its over-allotment option and thus closes its short
position. In case the share price goes down, the lead
manager stabilizes the share price by purchasing shares on
the market. The purchased shares are then returned to
shareholders. Notification on stabilization transactions
carried out in connection with the shares is published on
PLG’s website. The stabilization period began on 28 May
and lasted until 21 June 2014. Erste Group as a stabilization
agent stabilized the share price in five days during the
stabilization period.
Michal: Are you satisfied with the share price
development? (IPO price was set at 160 CZK per share,
on 19 August share price was 175 CZK on the Prague
Stock Exchange)
Jiří: Post IPO share price development is the crucial
indicator of whether investors perceive IPO as successful or
not. However, this is always a little bit tricky and depends on
the time when you analyze the share price performance. For
example, our last IPO of Fortuna Entertainment Group
which went public in 2010 was priced at CZK 105 and
currently trades around CZK 130 with total dividends paid
since its listing around CZK 40. However, there were
periods in which the shares of Fortuna Entertainment Group
were traded below the issue price which was caused by
negative
market
sentiment
and
disappointing
macroeconomic data rather than any corporate specific
news and obviously some investors started to question the
Interview continues on the next page…

Follow us on social media
We are now on Twitter! Get quick updates and links to interesting articles from @CFA_cz.
Like us on Facebook: see what’s new, discuss your CFA experience, and browse photos from events.
Society members: join the LinkedIn group. Note: candidates please use the Facebook page.
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Interview
Jiří Korbel about the IPO of Pivovary Lobkowicz
issue price. Currently, the investors who subscribed the
shares during IPO achieved compound annual growth rate
around 15% and total return above 60% which should make
them more than happy. As a result of market sentiment and
other out of control factors, what can be perceived as a flop
one day can be considered as blockbuster the next day and
vice-versa. This is how markets work.
Share price of PLG remained almost flat or slightly
decreased after IPO without release of any corporate news. I
would say that this was caused by some investors who
purchased the shares of PLG with the intention to achieve a
short term return and who decided to sell their stake
immediately after IPO. Current shares price is around CZK
175 which is up by more than 9% as compared to the issue
price. This obviously makes me very happy and in my view
also proves the equity story which we developed with the
management of PLG during IPO.
The recent increase in the share price of PLG was in my
view caused by releasing initial coverage of Erste Group’s
research report with the target price of CZK 194. Equity
analysts from other banks like J&T or Fio banka also came
with the target prices CZK 215 and CZK 201, respectively,
which supported both share price development and trading
volume. Moreover, PLG disclosed on 30 July that one
financial investor has commenced a due diligence which
proves that PLG shares are interesting for potential investors
even at the levels well above CZK 160.
Regardless of the share price performance the investors
should welcome any new issue on the PSE as it increases
their investment universe and ability to get exposure to new
industries regardless of whether they decided to participate
in the IPO or not.
Michal: Retrospectively, do you regard this IPO as a
success?
Jiří: It was an amazing success. First of all, given the history
of the share price development of most previous IPOs in the
Czech Republic, it was very a pleasant experience to see
that retail investors became interested in investing in IPOs
again which is, after the total flops like AAA, positive news.
Second, it was the first IPO on the PSE of a purely Czech

entity (the previous IPOs were companies domiciled mostly
in Netherlands) with the deal size in the amount of several
hundreds of millions of Czech korunas which is significantly
smaller than previous IPOs and which prevents large
institutional investors from participating in the IPO. And third,
it is not common to see companies to go to public market to
raise new capital. Most companies for several reasons
prefer bank financing or private equity investors rather than
undergoing IPO process. Only very few companies were
able to enter equity capital markets. So yes, in my view it
was a big success that this IPO happened.
Michal: The financial community in the Czech Republic
is generally not satisfied in terms of new interesting
IPOs on the Prague Stock Exchange. Do you think other
interesting companies might be in the pipeline in the
next one or two years?
Jiří: IPO of Pivovary Lobkowicz proved that the PSE can be
used as a platform for raising fresh capital for successful
companies and I hope that this case will encourage other
companies to consider IPO as a way to finance their future
growth or alternatively how to exit from the company and
capitalize on their previous work.
It is obviously difficult to mention particular names but if you
look abroad you can find several examples. In Poland, the
government decided to privatize several state owned
companies via capital markets. This would make a lot of
sense also for the Czech government which can get several
billions for minority stakes in state-owned companies while
retaining full control.
There are several Czech companies who are excellent
candidates for IPO. Some of them even have a global
presence and may also consider listing in major world listing
hubs. I hope that these companies will decide to list their
shares on the PSE as their local stock exchange. This is the
place where they can get maximum attention from regional
investors and at the same time approach all global investors
who are familiar with investing on the Prague Stock
Exchange. Moreover, the costs related to IPO are for Czech
issuers much smaller on the Prague Stock Exchange than
abroad.
Interview continues on the next page…
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Jiří Korbel about the IPO of Pivovary Lobkowicz
Michal: Do you regard the current rather dispersed
structure of CEE stock exchanges as viable in the
long-term or do you expect any consolidation in the
next several years?

knowledge and skills which are essential for any
professionals working in finance. I decided to go through
the CFA program as there is basically no reasonable
alternative.

Jiří: All over the world, the stock exchanges tend to
consolidate in order to become more efficient and provide
better services to its clients. In CEE region, stock
exchanges market is pretty fragmented and is mainly
represented by CEE Stock Exchange Group (Prague,
Vienna, Budapest, and Ljubljana), Warsaw Stock
Exchange and other minor national exchanges. I expect
further consolidation in this sector which will be fueled by
the current problems of all stock exchanges in CEE region
which is declining trading volume and lack of new IPOs. I
can imagine that in 10 years, there will be only one stock
exchange in CEE region and investors will be able to
invest in all companies from CEE region irrespective of
their domicile.

Michal: What kind of skills and knowledge that you
took from the CFA Curriculum do you appreciate now
the most in your job? Did the CFA Program help you
boost your professional career?

Michal: I would like to conclude our interview with
your experience with CFA Program. You earned the
CFA charter in 2010. How did you come to know about
the CFA Institute and CFA Program? And, what was
your primary motivation to enroll in this very
challenging study program?
Jiří: The first time I heard about CFA program was from my
older colleagues at Česká spořitelna who worked as
portfolio managers. I was interested in stock picking
strategies, so I started to read the CFA curriculum without
enrolling in the exam. Soon I realized that the CFA
program is, given its scope, not intended just for portfolio
managers but is essential for any professional who works
in corporate finance. In line with signaling theory, I wanted
to have an internationally recognized certificate confirming

Jiří: The most useful part of CFA curriculum for me was
financial reporting and analysis, corporate finance, equity
investments and alternative investments. This is what I
need the most for my job. Other part which I found
interesting to me was portfolio management which is
useful for my personal purposes. I believe that the
knowledge and skills earned during CFA Program were
essential for my professional development.
Michal: Do you generally recommend finance and
investment professionals to enroll in the CFA
Program and why?
Jiří: I would recommend starting the CFA Program to
anyone who is looking for a career in finance. The sooner
you start the program the better, as the CFA Program is
extremely time-demanding and when you get older it is
very difficult to combine your work, personal life and CFA
Program. However, I would say that the time and effort
you put into the CFA Program will pay off, as you will
benefit from the internationally recognized certificate for
the rest of your life.
Michal: Thanks much Jiří for your time and the
excellent insights you shared with us.

TRY OUR QUICK CAREER QUIZ TO SEE HOW
FINANCE COULD BE THE PLACE TO APPLY
YOUR TALENTS.
Finance is a rich and varied business sector with
many different careers. You'll know about some of the
roles, but others may surprise you. Our quiz will
highlight some of the roles that may suit your skills
and interests.
For each question, choose the answer that best
reflects your views or preferences. Where more than
one answer applies, choose the one that you feel is
most accurate.
Click HERE to start the test.
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Members’ Independent Voice
Does the current valuation of US equity market signal a correction?
Does the current new high for company profitability
and significantly elevated value of Shiller’s P/E signal
an equity market correction?
By Ján Hájek, CFA
The current value of Shiller’s P/E, which is currently
significantly elevated compared to its historical levels,
together with the recent new high EPS of S&P500
companies (driven by record net profit margins), is widely
used as an indicator of significant equity market
overvaluation. I believe that this conclusion is wrong and
that this has to do with a possible misinterpretation of
Shiller’s P/E ratio.

The use of cyclically-adjusted profitability (e.g. using the
10-year average instead of the last value) is not a new
concept. It can be traced back to the famous Security
Analysis book written by Benjamin Graham and David
Dodd, although it gained in popularity mainly with the
publishing of the Irrational Exuberance book written by
recent Nobel Prize winner Robert Shiller in March 2000. As
a concept, it is very useful in analyzing the current state of
profitability cycles, which can be done by comparing the
current trailing 12-month EPS with the average 12-month
EPS calculated for the past 10 years. The following chart
offers this comparison for S&P 500 companies’ EPS in the
last 35 years.

Source: Bloomberg, Thomson One, ISČS calculations

With the exception of the financial crisis in 2008/09, the
trailing EPS was usually 10-60% higher than its 10-year
average, which is not surprising, considering the fact that US
companies’ profitability grew 6.3% per year on average over
a very long time period (calculated from historical EPS data
for the period of 1936-1995; both start and end years were
chosen in an attempt to have data points as close as
possible to mid-cycle years). What is more interesting is the
fact that, while the current 10-year average includes the
values from cyclically depressed months during the financial
crisis in 2008/09, the current trailing EPS is closer to the
average than in previous instances of a cyclical profitability
peak. I believe that this chart does not support the
hypothesis of currently cyclically elevated profits.

-7-

In my opinion, the biggest mistake that is made when using
Shiller’s P/E ratio is, that it is very often forgotten that the
current index value is compared to the past 10-year
average profitability. Doing this calculation, one does not
take into account the long-term earnings growth, which is
driven by the retained earnings that are reinvested by the
companies. In order to use this valuation concept correctly,
one should try to estimate what would be the average
earnings growth through the next cycle (e.g. next 10 years,
taking into account the current state of the profitability
cycle) and apply the value of Shiller’s P/E that is
appropriate for this estimated growth to the nearest
estimated 12-month forward EPS.

I could assume for a while that EPS is a gradually
Continuation
on the
next page…
increasing number (i.e. it does
not fluctuate
cyclically)
and
grows every year at a rate that is equal to its historical longterm average. In this case, if I use the calculated average
NEWSLETTER | No. 4 | October 2014 | CFA Society Czech Republic
www.czechcfa.cz
growth| of
6.3% per year, then the trailing EPS will always
be 29.6% higher than its 10-year average. Or to put it
differently, the 10-year average will be equal to the value of
the EPS that was achieved approximately 4.5 years ago

Members’ Independent Voice
Does the current valuation of US equity market signal a correction?
I could assume for a while that EPS is a gradually increasing
number (i.e. it does not fluctuate cyclically) and grows every
year at a rate that is equal to its historical long-term
average. In this case, if I use the calculated average growth
of 6.3% per year, then the trailing EPS will always be 29.6%

higher than its 10-year average. Or to put it differently, the
10-year average will be equal to the value of the EPS that
was achieved approximately 4.5 years ago (as can be seen
in the following chart).

Source: ISČS calculation
Therefore, it make sense to increase the value of the
calculated
Source: ISČS
10-year
calculation
average by the missing ~4.5 year
average earnings growth (i.e. by 29.6%) and only then to

compare this time-adjusted average profitability with the
latest trailing 12-month profitability. The result of this
analysis is shown in the following chart.

Source: Bloomberg, Thomson One, ISČS calculations
Continuation on the next page…
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Does the current valuation of US equity market signal a correction?
Looking at the chart, one could conclude that the S&P500
companies’ profitability behaved very closely to what one
would expect to see at the middle of a profit cycle. Both the
absolute value of the trailing EPS as well as the y/y growth
of the trailing EPS moved hand in hand with the timeadjusted average profitability. Also, the y/y growth of the
trailing EPS was in a range of 5.2-7.3% in the last 24
months, which are again values that are very close to the
long-term historical average of profitability growth. So I
believe that the results of this analysis do not support the
hypothesis of currently cyclically elevated profits, which are
so common in the last years of a profit cycle, and which
should be a warning sign for an intelligent equity investor.
So what kind of information gives us the current value of
Shiller’s P/E? In my opinion, the only correct conclusion is
the following: “If one assumes that the average profitability
level in the next 10 years will be very similar to the average
profitability level of the last 10 years, then and only then is
the current equity market valuation too high.” I tried to
demonstrate in this article that, at the moment, there is no
sign of increased late-cycle above-average company
profitability. Also, the frequency of the systemic financial
crises similar to the one we went through in 2008/09 is not
very high.
So I believe that there is a rather low probability of having
the same profitability level in the next 10 years as we had in
the last 10 years. In my opinion, that would represent a very
pessimistic outcome. I believe that the equity market is
correctly valued if one assumes that, in the next 10 years, it
will grow at a rate very similar to the one I used as a longterm historical average, which for the time being I see as an
outcome with a much higher probability than the previously
described pessimistic one.

Ján Hájek, CFA
Manager of ISČS Top Stocks Fund

Subscribe for free

The CFA Institute Enterprising Investor blog is a forum for delivering practical analysis of current issues in finance
and investing. The blog is written for investment professionals and aims to elevate the most interesting and
compelling commentary and perspectives from the sea of opinions and research; to contextualize the many
educational offerings of CFA Institute; and to provoke debate and an exchange of ideas among serious investment
practitioners about topics of the day.
By delivering useful and practical insights, the Enterprising Investor blog supports and extends the mission of CFA
Institute, the global association of investment professionals, which strives to lead the investment profession globally
by setting the highest standards of ethics, education, and professional excellence.
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The Rules of the Financial World Get Complicated
The Rules of the Financial World Get Complicated
By Lucia Houfková, FRM, CFA
We all live in a world where we are constantly exposed to a
huge amount of information from different sources, and it is
generally harder and harder to keep up with the information
flow. Most people can now be reached 24x7 thanks to the
proliferation of smartphones. Standard letters are almost
completely replaced by emails. Facebook, Twitter and online
news allows immediate information sharing and renders the
printed newspaper out-of-date. Keeping up with current
news has never been more important, especially in finance.
Surprisingly, life is not always easier with the technical
progress, but does become more demanding. Companies
spend more and more on seminars about time
management, effective work and communication. Whether
these efforts are successful is difficult to say. The daily work
routine of office employees usually starts with a significant
amount of time spent processing email. The number of
emails a worker receives is inversely proportional to the
importance of the position they hold. The longer the email is
and the more attachments it has, the higher the probability
that it will be left unreplied or, even worse, unread. It is no
surprise that the short simple emails are read and replied to
almost immediately. The harder job is left „for later“, and as
it happens, there is usually no or little time „for later“. One of
the key competencies of managers is the ability to quickly
assess what is and is not important and act accordingly. To
be able to do that, managers must know their business very
well including its rules.

professional activities. In the event of conflict, Members and
Candidates must comply with the more strict law, rule, or
regulation. Members and Candidates must not knowingly
participate or assist in and must dissociate from any violation
of such laws, rules, or regulations.
I consider this point to be of extreme importance. To know
the law is to know the rules of the game we are playing, and
following the rules in accordance with ethical principles is the
basis of our profession.
For quite a long time, people could live with short and simple
rules – the Ten Commandments. Because they are short and
simple, you can learn them very quickly and understand
them easily. It is easy to judge if somebody follows simple
rules, because there is a high probability that most members
of the society know the rules very well and can detect
misconduct. Of course, the supposed punishment in the form
of hell also made its point.

Source: MSCI World Index fact sheet
http://www.msci.com/resources/factsheets/index_fact_sheet/
msci-world-index.pdf

Lucia Houfková, FRM, CFA
Head of Division Finance and Operations at ISČS

The first part of the CFA Standards of Professional Conduct
point I. Professionalism is A. Knowledge of the Law:
Members and Candidates must understand and comply with
all applicable laws, rules, and regulations (including the CFA
Institute Code of Ethics and Standards of Professional
Conduct) of any government, regulatory organization,
licensing agency, or professional association governing their

Thanks to technological advances and the development of
civilization, people in developed countries do not need to
spend so much time fighting hunger, poverty and diseases;
hence, significant energy can be spent on the development of
rules. Law and law enforcement are essential pillars of an
advanced society. Another pillar we cannot imagine living
without is the finance industry. The importance and impact of
financial services on life today is profound. Financials
represent 20.86% of the MSCI World Index, the biggest sector
of this index.
It is said that the financial crisis exposed important
shortcomings in financial supervision because many financial
institutions operate across borders. A new European System
of Financial Supervisors (ESFS) has been established since
1.1.2011, including three new European Supervisory
Authorities (ESA): European Banking Authority (EBA),
European Securities and Markets Authority (ESMA) and
Continuation on the next page…
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Members’ Independent Voice
The Rules of the Financial World Get Complicated
European Insurance and Occupational Pensions Authority
(EIOPA). Their goal is to achieve integrated European
supervision through common rules. The side effect is a lot
of new rules coming during a very short time on institutions
that are already facing a low interest rate environment and
fee margin pressure.
It is true that financial markets and financial institutions
transformed significantly in the last decades due to
technological advances and became integrated and
interconnected on a global level. Now trading happens
within milliseconds and any negative information can be
converted to market downturns in the blink of an eye. Rule
changes that included stricter supervision were inevitable,
but with the changes come a number of questions. Will

stricter supervision lead to more secure financial markets? Is it
at all possible to avoid another financial crisis? How much
does it cost?
It is very interesting to look at the development of financial
rules during the last 50 years. As a measure of the effort to
know the rules, I took the number of pages of the relevant pdf
publications of Directives and Regulations in the Official
Journal of European Union. I concentrated only on the rules
related to investment area of finance because this is the field I
work in, and these are the rules that influence my business
directly by requiring us to reanalyse and adjust processes to
comply. The list is certainly not exhaustive, and of course
there are other areas in finance that need attention and I did
not consider them for the sake of simplicity (insurance,

Number of Pages of Issued Directives and Regulations
1000
900
800
700

Pages

600
500
400
300
200
100
0
1970 - 2000 (30 years)

Funds

Investment Services

Time

2000 - 2005 (5 years)

2006 - 2010 (5 years)

2011 - 7/2014 (<4 years)

Institutions

Pages

Topics covered

1970 - 2000

126

UCITS (16), investment services (25), credit institutions (59), capital adequacy (26)

2000 - 2005

114

UCITS III (23), MIFID (64), financial institutions (27)

2006 - 2010

448

UCITS IV (135), implementing MIFID (58), credit institutions (200), capital adequacy (55)

2011 - 7/2014

904

AIFMD+R (168), EMIR (59), MIFID+R 2 (213), CRD+R (436), UCITS V (28)

Source: Official Journal of European Union (http://eur-lex.europa.eu), own analysis.

pension funds, market abuse, market transparency,
financial transaction tax, package retail investor product,
etc.).
The trend we observe in the Figure above is exponential
(note that the first column represents 30 years). The effort
needed to „know the rules“ in last few years is enormous.

Another fact that must be considered is that new Directives
and Regulations often do not replace previous ones, but
amend them. Also, it is very common that one Directive or
Regulation links to other Directives or Regulations. For
example the Regulation No 231/2013 supplementing
Directive 2011/61/EU of the European Parliament and of
the Council with regard to exemptions, general operating
Continuation on the next page…
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Members’ Independent Voice
The Rules of the Financial World Get Complicated
conditions, depositaries, leverage, transparency and
supervision (AIFMR Alternative Investment Fund
Management Regulation) links to fourteen other different
Directives and two Regulations. In order to learn some
specific rules today, it is necessary to also know a wide
range of other interconnected rules. The rules also link to
many
guidelines
issued
to
understand
the
Directives/Regulations by ESMA. This makes the effort
needed today much higher than considered by the
measure of pages in the Directives and Regulations.
In many financial institutions, the legal department
headcount increased, although the trend has definitely not
been exponential. The volume of new rules they need to
cover is unbelievable and many other workers rely on legal
department colleagues who will inform them about the
regulatory changes because they do not have time to
study the rapidly changing rules (of course except for CFA
charterholder who are obliged to). Having regard to the
extent of the rules, it is very improbable that company
lawyers are able to explain and teach everything,
assuming that they can even manage to learn it
themselves. The ability to draw out only the important parts
is deeply related to the lawyer’s understanding of the
business model and all parameters the business depends
on. In finance, it also means understanding financial
markets, financial instruments, accounting, company
processes and information systems (the regulation often
requires new kinds of reporting that need to be
implemented in the data systems). Such a lawyer would be
a superlawyer. Rather, it is far more common that lawyers
speak their own language which is often unintelligible to
people working in other departments. A lawyer who truly
understands the quantitative nature of finance is rather an
exception. More common is a lack of understanding about
the probabilistic nature of finance. An example is the
mistake made in the Czech translation of the already
mentioned Regulation No 231/2013 (Annex II), where
variance swaps are translated as „rozdílové swapy“
(difference swaps) and „rozdíl“ (difference) is defined as
the volatility squared. It seems like nobody who checked
the correctness had any idea what variance meant.
In reality, almost all employees need to become part-time
lawyers and study the regulation relevant to their field in
addition to their daily work routine. Managers need to have
background knowledge of all regulations to be able to
make sure that the rules are followed properly and to
allocate resources adequately. Managers of financial
institutions must also understand the markets, financial
instruments, accounting, company processes and
information systems. But how can one find the time and
energy to do so in a world of information overflow and
constant change?
The burden the new rules create on financial institutions is
enormous. Not only is it hard to learn the new rules,
implementation often requires costly IT development due
to the extensive requirements of delivering new data to the
new supervisory bodies. The resources allocated to rules
cannot be used on product development or client services,
and that is a pity unless the rules serve the clients and
have a net positive effect on the society.
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In some cases, new rules can be very useful to clients. One
example is the Key Investor Information Document (KIID)
implemented by Regulation No 583/2010 implementing
UCITS IV. KIID is a prescribed way of providing basic
information and key facts about UCITS compliant mutual
funds, including investment strategy, total expense ratio,
yearly historical performance and risk profile on a two-page
document. The client can therefore quickly compare
different funds and assess the performance of his
investment in comparison with competitors. This instrument
made UCITS funds more transparent, standardized and
client friendly. It enables the client to quickly assess the
basic parameters and find the best product considering
three important factors: return, risk and costs. The main
advantage is the simplicity.

„Everything should be made as simple as possible, but not
simpler.“ Albert Einstein

In most cases the new rules are motivated by populistic
arguments (prevent future crisis, decrease profit of greedy
bankers, fight speculators, etc.). In general, we can say
that rules that increase moral hazard (extension of
guarantees and creation of rescue funds) have a negative
effect on society in the long-term because they motivate
adverse behaviour („future losses are prepaid“). Such rules
motivate clients not to properly study the product offered or
the counterparty („no loss if the counterparty defaults,
because it is guaranteed“). We need smart, simple rules
leading to transparency, integrity and responsibility of all
market participants.
The most important element in understanding investment
risks is financial education. This is the area where the
resources of an advanced society should go and should
start with small children. The rules should concentrate on
means to make financial products more standard,
transparent and understandable to clients and how to make
financial markets more efficient, stable and beneficial to
society. The regulator should check the data provided to
clients and monitor high frequency trading data to detect
predatory trending strategies that harm the market instead
of collecting extensive amounts of data from financial
institutions with low usability.
Complicated, interconnected, extensive rules create
confusion in the market and consume too much energy that
could have been better used. Bankers are the ones blamed
for the financial crisis, and they are the ones required to
pay for it. In truth, there will be more people needed to work
in the financial industry in order to deal with the new rules
and requirements. In the end, the costs of financial
institutions will increase and the costs will be borne by
clients through increased fees and taxpayers who finance
supervisory bodies. We need regulators and financial
institutions to cooperate to make the products for clients
better and to make markets more secure and not to create
unnecessary bureaucracy.
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CFA Institute – Global Impact
Putting Investors First Month Concluded by Opening of London Stock Exchange


CFA Institute members wrap up month-long global
initiative to raise awareness for investor rights



In the Czech Republic AKAT, CNB, PSE together with
the CFA Society CR discussed retail investors
protection (see page 18)
New York, 28 May 2014
CFA Institute, the global association of investment
professionals that sets the standard for professional
excellence, opened the London Stock Exchange, the
sixth and final stock exchange event to recognize Putting
Investors First Month. The series of events, which spanned
the month of May, united financial professionals throughout
the world in a commitment to place investor interests above
all others. Putting Investors First Month activities took
place in more than 60 cities throughout the world, with
participation from many of the 122,000 CFA Institute
members. Putting Investors First Month is part of the
organization’s Future of Finance initiative, a global effort
to shape a trustworthy, forward-thinking financial industry
that better serves society.
“The goal of Putting Investors First Month is to build
awareness of the fiduciary duty to protect investor interests
and ensure that every investment professional understands
that their role is, first and foremost, to serve and protect
investors,” said John Rogers, CFA, president and CEO of
CFA Institute. “This initiative is an important step, but there
is much work to be done to reshape the finance industry to
return to its core purpose of serving investors and the
greater good of society.”
Throughout the month of May, CFA Institute members
participated in the opening and closing of stock exchanges
in six markets around the world: Bucharest Stock
Exchange, Johannesburg Stock Exchange, London Stock
Exchange, New York Stock Exchange, Nigerian Stock
Exchange, and Toronto Stock Exchange. In the United
States, government officials declared Putting Investors First
Month in Colorado, Florida, Georgia, Hawaii, Michigan,
Minnesota, Missouri and Washington.
A sampling of other major Putting Investors First Month
events throughout the world include:






- 13 -

In Australia and New Zealand, CFA Societies in
Sydney, Melbourne, Perth and Auckland held a series
of seminars where Michael Woodford, former president
and CEO of the Olympus Corporation, spoke about the
importance of corporate governance and ethical
principles to CFA members and the investment
community.
In Cyprus, members began the effort in March with a
high-profile market forecasting event, and continue to
promote the Future of Finance initiative.
In the Czech Republic, a discussion panel brought
together the Central Bank, the Prague Stock
Exchange, the Association for Capital Markets and two
local asset management firms on the topic of retail

















investor protection.
In Florida, CFA Societies Jacksonville, Orlando and
Tampa Bay each hosted ‘The Future of Finance:
Fiduciary Capitalism’, events which raised awareness
to reinvent a sustainable and forward-looking future for
the financial services industry.
In Greece, the Chairman of the Capital Markets Board
spoke at an investor protection event. The Chairman of
TSPAKB (brokerage association) and the Chairman of
TKYD (asset management association) moderated
panels on investor protection practices in respective
industries.
In India, the Indian Association of Investment
Professionals and the Indian Merchants' Chamber’s
Capital Market Committee hosted a seminar that
covered how investors can get better investment
advice, and to emphasize investor interests with
financial professionals.
In The Netherlands, society members and the
Amsterdam Institute of Finance held a symposium to
discuss solutions to issues of industry effectiveness
and adaptability in an effort to move toward a
sustainable financial ecosystem.
In Pakistan, members partnered with a local university
and reached out to regulators and others in the
financial industry to participate in webcasts and attend
Putting Investors First workshops in Lahore,
Islamabad, and Karachi.
In the Philippines, members organized a retail
investment conference and a financial fitness run to
enhance awareness of investor rights within the
financial community. More than 4,000 runners ran the
course. Ten different investor rights were highlighted at
each kilometer marker.
In Romania, an event was organized with the
Bucharest Stock Exchange including opening of the
trading session and a panel discussion on investor’s
rights and ethics culture.
In Turkey, leaders from the CFA Society of Istanbul
contributed to the strategy and action plan for the
Istanbul International Financial Center to improve local
financial markets and help establish Istanbul as an
international financial center.
In the United Arab Emirates, members launched an
online competition inviting professionals to submit a
story on how they have made a difference with
investors.
In Vancouver, society members held a half day wealth
management conference with keynote speaker
Terrance Odean from UC Berkeley.

“CFA societies and members around the world have made
a significant effort this month to inspire the industry to
ensure that investors’ rights to information, fair and honest
advice and accurate assessment of risk and reward is at
the core of client service,” said Rogers. “But the effort
doesn’t end this week. This event is part of a larger culture
shift in finance to commit to putting investors first and
shaping a more trustworthy financial industry that better
serves investors.”
For more information about Putting Investors First Month and the Future of
Finance initiative visit, visit www.CFAInstitute.org/FutureFinance.
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CFA Institute – Global Impact
CFA Institute Calls for Greater Transparency in Bank Reporting
Part 1 of the study makes three policy recommendations
for accounting standard setters, regulators, and financial
statement preparers:
1.

Accounting for loans – fair value recognition and
measurement: The report suggests that fair value
recognition presents the most up to date information
and allows for a timely reflection of changes to the
economic value of loans, contending that in the long
run it is desirable to have both fair value and amortised
cost for loans included in financial statements.

2.

Support for enhanced risk reporting: This is
necessary to reduce investor risk aversion towards
banks as they grapple with bank business models and
underlying risk exposures. This recommendation was
also put forward by the FSB-Enhanced Disclosure
Task Force (EDTF).

3.

Improved leverage reporting: There is a need for
comparable measures of total assets for banks across
jurisdictions to allow for a comparison of accounting
leverage (assets/equity) which in turn will enable a
better understanding of risk signals.

New study makes recommendations for comprehensive
and comparable bank reporting
London, United Kingdom, 18 June 2014
A new study, Financial Crisis Insights on Bank
Performance Reporting, suggests that better reporting of
risk, timely loan write-downs on balance sheets, and
investor access to comparable reporting of information
across jurisdictions, will improve transparency and reduce
investor risk aversion towards the banking sector.
Part I. of the report, Assessing the Key Factors
Influencing Price to Book Ratios, evaluates loan
impairments which have an effect on Price to Book (P/B)
ratios, a key valuation measure of the financial soundness
of banks. The study, based on data from 51 major global
banks, evaluates P/B trends from 2003 to 2013 and
assesses how loan impairments measures, profitability
measures, and risk measures, have affected P/B
throughout this reporting period
Vincent Papa, CFA, director of financial reporting policy at
CFA Institute and author of the report, commented:
“A vibrant, well-functioning banking sector is crucial for
overcoming the ongoing economic malaise that continues
to affect developed world economies. This report focuses
on the relationship between market-based indicators of
value and risk and bank financial statement information, to
reveal fault lines within the reporting framework. When
signals from the economic environment do not correspond
with signals from bank financial reports, investors’ ability to
discern the economic reality from financial statements is
limited.”
“Banks are opaque to many external stakeholders,
including the investors upon whom they rely for both equity
and debt capital, and the financial crisis presented a clear
opportunity for enhancing bank transparency. In this study,
we consider the reforms by accounting standard setters and
regulators, and bank performance reporting before, during
and since the pinnacle of the financial crisis, in order to
identify where continued efforts to improve bank
transparency are required.”

- 14 -

Kurt Schacht, CFA, Managing Director, CFA Institute,
commented: “This study brings to the fore one of the most
challenging issues facing banks today. The findings align
strongly with the purpose of our Future of Finance initiative,
which advocates greater transparency and fairness in
pursuit of a stronger financial system.”
Part 2 of the report, Relationship between Disclosed
Loan Fair Values, Impairments and the Risk Profile of
Banks, will be released on 7 August 2014 and will provide
a cross country analysis of trends in asset quality and
carrying value of loans before, during, and after the
financial crisis.
The two papers forming the report are based upon a review
of financial reporting data from 2003 – 2013, from 51 large,
complex banking groups from 16 leading economies across
the EU, the US, Canada, Australia, and Japan. The sample
includes 75% of the banking groups identified by the
European Central Bank in its 2013 Financial Stability
Report.
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CFA Institute – Global Impact
More Than 14,000 Investment Professionals Pass Level III CFA Exam

MoreThan 14,000 Investment Professionals Pass Level III
CFA Exam, Take Final Steps to Becoming Charterholders
Globally nearly 55,000 candidates passed Level I, II, and
III exams and join the CFA Institute effort to create an
environment where investors’ interests come first
New York, 12 August 2014
CFA Institute, the global association of investment
professionals that sets the highest standards of ethics,
education, and professional excellence, announced that of
26,882 candidates that sat for the Level III CFA exam in June
2014, 54 percent passed the third and final exam. Pending
experience and membership requirements, these successful
candidates will become CFA charterholders starting in early
October, bringing the number of charterholders worldwide to
more than 125,000.
In addition, of 44,796 candidates who took the Level II exam,
46 percent were successful and of 47,005 candidates who
took the Level I exam, the pass rate was 42 percent. Globally
54,768 candidates passed Levels I, II, and III, with the overall
pass rate for all three levels at 46 percent. (View historical
pass rates (PDF)).

candidates report spending in excess of 300 hours of
study to prepare for each level. CFA candidates typically
take four years to pass the three required exams. When
asked what their primary motivation for registering for the
CFA exam is candidates cite career advancement, a
higher level of knowledge and improved chances of
obtaining a job as the top three reasons.
The 2014 exams were given at 255 test centers in 196
cities, across 91 countries worldwide. Examples of
markets with the largest number of candidates that took
the CFA exam are the United States (29,625), China
(19,395), India (9,516), Canada (10,161), the United
Kingdom (8,134), Hong Kong (5,422), and Singapore
(2,983).
Last year CFA Institute launched its Future of
Finance project, a long-term global effort to shape a
trustworthy, forward-thinking financial industry that better
serves society. The project aims to provide the tools to
motivate and empower the world of finance to commit to
fairness, improved understanding, and personal integrity.
Recently, as part of the Future of Finance initiative, CFA
Institute recognized Putting Investors First Month through
a series of events, which spanned the month of May. The
initiative united financial professionals throughout the
world in a commitment to place investor interests above
all others. Putting Investors First Month activities took
place in more than 60 cities throughout the world, with
participation from many of the 125,000 CFA Institute
members.

“The candidates that sit for the CFA exam each year are fine
examples of those in finance who are committed to putting
investors first and building a culture of trust in the industry,”
said Steve Horan, CFA, CIPM, managing director and co-lead
of Education. “Successful candidates have shown a
significant commitment to professional knowledge, education
and ethics, and are part of the CFA Institute effort to build a
more trustworthy financial industry that better serves society.
We congratulate these successful candidates on their hard
work and dedication.”
Journey from
commitment

candidate

to

charterholder

takes

To earn the CFA charter, candidates must sequentially pass
three six-hour exams that are widely considered to be the
most rigorous in the investment profession. The CFA
curriculumincludes ethical and professional standards;
financial reporting and analysis; corporate finance;
economics; quantitative methods; equity, fixed income,
alternative investments; derivatives; portfolio management;
and wealth planning. CFA Institute has administered well
over a million exams since the inauguration of the CFA
program in 1963.

GET ACCESS TO RELEVANT INVESTMENT
MANAGEMENT AND FINANCIAL ANALYSIS
RESEARCH AND NEWS BY SUBSCRIBING
TO CFA INSTITUTE PUBLICATIONS HERE.

The Level I exam is offered twice per year, and the Level II
and Level III exams are offered once each year. The Level I
exam consists of multiple-choice questions. Level II is
composed of item sets (i.e., mini cases with detailed
vignettes), and the Level III questions are 50 percent item set
and 50 percent short answer and essay. On average,
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CFA Institute – Global Impact
Why CFA Might Become The New MBA Degree
Excerpt from the original article posted at
BusinessBecause.com on 10 August.
This summer, thousands flocked to examination centres to
take on the CFA exams. The three-level test is gaining
traction with employers, and business schools are
beginning to recognise its value.
There are now more than 100,000 charter holders and that
figure is set to rise in June 2015 when the next crop of
test-takers grapple Levels I, II and III.

In the past, the CFA was most relevant for analyst and frontoffice roles. But it is becoming increasingly useful for sales
and relationship roles, risk management roles as well as
positions in the middle office, Kate says.
In light of the financial crisis, between 10% and 15% of the
CFA curriculum is now focused on ethics. “Clients want
credibility, and employers want to hire people who have a
good understanding of risk and regulation,” she adds.

But analysis of data suggests that more than half of
candidates will fail at each stage of their exam attempt.
The difficulty of the CFA examinations means that
qualification is reserved for an exclusive group.
Low pass rates and the complexity of study have turned
the qualification into a premium, which is revered by
financial employers. Some business school insiders think
that students who have completed all three levels of the
CFA have an advantage over MBAs.
“For roles involving fund management, mergers and
acquisitions, and portfolio analysis, the CFA is becoming
really important. It dominates the MBA in the finance
sector,” says Steven Young, head of the accounting and
finance department at Lancaster University Management
School. “Most of the financial institutions are putting their
junior employees through CFA training,” he adds.
Candidates are taking the CFA exams in record numbers.
Data show that the number of charter holders has doubled
in the past decade, from about 50,000 to nearly 109,000 –
about two thirds of which are in the US. This is being
driven largely by exponential growth in major markets in
the Asia Pacific region.
Taking the MBA is considered a comparatively easier
process. While it is difficult – and expensive – to gain
admission to a top MBA program, once admitted it is highly
unlikely that a candidate will not pass.
Each stage of a CFA qualification costs about $1,000,
while an MBA can cost upwards of $100,000 per year at a
top-flight business school. Yet many students study for the
CFA while juggling a full-time career – an MBA on the
other hand usually requires one or two years out of
industry.
The large number of MBA holders means that the degree
has lost some of its early lustre. The small number of
charter holders means that the CFA remains exclusive,
and that can give you an edge in the jobs market.
More than one-third of the CFA candidates surveyed in
June 2013 cited career advancement as the primary
reason they chose the CFA program. Employers are
increasingly seeing its value, says Kate Lander, head of
education for EMEA at the CFA Institute. “Recruiters and
employers see the CFA charter as a stamp of quality,” she
adds.
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CFA MEMBERSHIP FEES WERE DUE
ON 15 JULY. RENEW NOW.
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CFA Institute – Global Impact
European Investment Conference – 16-17 October 2014 London
AS REQUESTED BY OUR DELEGATES, THIS YEAR WE HAVE INCLUDED ADDITIONAL TECHNICAL
WORKSHOPS – OFFERING SIX SPECIALIST SESSIONS
European Investment Conference – The CFA
Institute’s flag ship event will yet again host
some outstanding speakers. To see the line up
of speakers visit the conference website.
We’re delighted to have four of these
workshops led by CFA Charter holders, and
truly believe this year’s conference offers a
strong diversity of relevant, timely and
actionable content for attendees to benefit from.
We are pleased to share with you two
introductory videos from Amlan Roy and
Pippa Malmgren in which they outline the key
pints they look forward to discussing with you
on in October. To view these videos please
click here.
There is also an interesting video outlining
why investors value the EIC, which can be
you may wish to include a link to in member
updates. The video can be found here.



Equities - “Three and a half factors”
Harindra de Silva, CFA, President, Portfolio Manager Analytic



Fixed Income
Steven Major, CFA Global Head of Fixed Income Research,
HSBC



Pension reform and the impact for investors
Nigel Dunn, CFA, Investment Consultant, Towers Watson



Trend investing
David Harding, Winton Capital Management



Currencies: Portfolio considerations for European
Investors Today
Tarun Ramadorai, Professor of Financial Economics, Saïd
Business School



Thinking like Your Clients: Client Goal-Based
Performance
Steve Campisi, CFA Director, Institutional Investments, U.S.
Trust

Your CFA Society Update
Corporate Governance – AGM & Articles
Corporate Governance
The Annual General Meeting 2014 took place on 15 May
2014 in EY offices, Na Florenci 15, Prague 1.

Finances and Potential Sponsors
In 2013, the Society’s Net Income increased compared
to the previous year. This was mainly thanks to higher
revenues from CFA Institute while the Society managed
to maintain costs at the same level.
Nevertheless, next year the Society expects a lower
level of revenues (the society parted with its largest
sponsor in 2013 and also contributions from CFA
Institute are expected to be lower).
Therefore, we are searching for new sponsors and
would encourage you to ask your employer to
support our activities by providing us with either a
financial contribution of any amount or any other
support they may provide (admin support, venue for
events, potential speakers etc.).
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The society members approved an amendment to the
Society Bylaws (Articles of Association) in order to
make the Society’s corporate governance more
efficient and to make them compliant with the New
Civil Code.
The Board also informed members about the change
in the society’s legal entity from ‘Občanské sdružení’
to ‘Spolek’ as at 1 January 2014 in line with the New
Civil Code.
At the same time the Society changed its registered
seat as at 1 Jan 2014 to Florentinum, Na Florenci 15,
Prague 1.
Finally, two Board Members were re-elected for twoyear terms, namely Martin Fischer, CFA and Matěj
Turek, CFA as the Programming Chair and University
Outreach Chair, respectively.
For full information see the AGM minutes and the
amended Society Bylaws.
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Your CFA Society Update
Future of Finance – Debate with Jiří Rusnok: Financial literacy protects clients
Future of Finance – The CFA Society Czech Republic
joined forces with CFA Institute (see page 13) and
dedicated the month of May to a global campaign
‘Putting Investors First’. As a part of this theme, our
society hosted a discussion panel where experts from
AKAT, CNB and PSE evaluated investor protection in
the Czech Republic
Prague, 14 May 2014 – Investors’ interests in the Czech
Republic are protected to an extant similar to
comparable markets, but all malpractices cannot be
prevented. Also clients themselves should attend to
their financial literacy and beware of unserious offers.
These conclusions are outcomes of a panel discussion
organized by the CFA Society Czech Republic.
The discussion took place as part of the CFA Institute
global campaign called “Putting Investors First”. Similar
awareness raising events are being held in more than 50
cities around the world in the month of May.
The panel discussion was hosted in the premises of the
Prague Stock Exchange and was attended by Jiří Rusnok
(Member of the Board of the Czech National Bank), Petr
Koblic (CEO of the Prague Stock Exchange), Jana
Michalíková (Executive Director of AKAT, the Czech
Capital Market Association), Jan D. Kabelka (CEO and
Chairman of ING Investment Management CR) and
Jaroslav Rozehnal (Sales Director of ČSOB Asset
Management).

regardless of the form," adds.
Misconduct in the sale of standard financial products is
only one side of the coin. Clients can be harmed by
investment services provided without the proper licensing,
which still happens on the market. CNB issues regular
warnings about illegal offers. In the registry on their
website, clients can also easily check if a given company
or agent has the necessary permission to provide
investment services.
Statement of Investor Rights as guidance for clients
The aim of the campaign "Putting Investors First" is to
advise the general public and employees in financial
services about what conduct the clients have right to
demand. With this aim CFA Institute issued the Statement
of Investor Rights. In addition to investment management,
these ‘ten commandments’ refer to investment analysis
and advice, personal banking, as well as insurance and
real estate services. Integrity and honest conduct in
accordance with applicable law; keeping appropriate
records of meetings and confidentiality of client information
are among the declared rights. Another important right is
for a client to always receive objective and independent
advice that takes into account his financial objectives and
constraints.

"The most common misconduct sanctioned by CNB is
provision of insufficient amount of information to the client
or tampering with the investment questionnaire so that the
client could be classified into a riskier strategy group," said
Jiří Rusnok.
People should not be afraid when it comes to investing.
"The area of investment funds is highly regulated and I
personally do not see any systemic problem on our market.
The offer of variousinvestment strategies has greatly
expanded in recent years and this increases the need for
providing more information to clients "says Jan D. Kabelka
from ING Investment Management.
The debate focused also on practical advices. "Investors
should not automatically accept the first offer from a
financial intermediary.They should try to get a basic
overview of the market or use the experience and
references from their acquaintances," says AKAT’s
Director, Jana Michalíková. "Financial products should be
used what they are intended for. For example do not save
up through insurance. You cannot make a pool from a builtin cabinet – it works the same in finance," Michalílková
concluded.
"Abuse of insurance contracts threatens the reputation of
not only financial intermediaries but also insurance
companies. It seems that insurance companies are aware
of this and are willing to work on a change," says Jiří
Rusnok. "Legislation cannot cover everything, but I can
imagine further changes towards greater product
transparency and informing the client about costs.
Investment products should be regulated similarly,
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CFA Institute form the Future of Finance
The "Putting Investors First" campaign is part of a larger
project called the Future of Finance. It is a global initiative
to increase the credibility of the financial sector and to
encourage financial institutions to think in a longer term
perspective in order to better serve the interests of society.
The project focuses on six main areas; in addition to
putting investors first, it includes also safeguarding the
system; retirement security; financial knowledge; regulation
and enforcement; and transparency and fairness. The
project is headed by an advisory council consisting of
leading experts from financial institutions, universities and
the media. The council is chaired by a renowned British
economist and journalist John Kay. More information can
be found at www.cfainstitute.org/FutureFinance.

Video from the debate available HERE
Highlights from the discussion together with an interview
with Aleš Tůma, CFA, our PR Manager, broadcasted by
Czech TV (Ekonomika CT24) available HERE
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Your CFA Society Update
Member & Candidate Satisfaction Survey
Below are selected outcomes from the Member & Candidate Satisfaction Survey

Please rate how well you think the
society serves you as a member?

How long have you worked inthe
investment profession?
3%

0%
12%

14%

3%

32%

Poor
Lacking

Less than 2 years

26%

57%

35 respondents

53%

34 respondents

No

No

Yes

9%

37%

35 respondents

(24% of active candidates)

Do you find its content attractive?

Do you read the new society
Newsletter?

63%

Very Good
Excellent

(24% of active candidates)

Yes

Average

2 to 5 years
6 to 9 years
10 or more

91%

(24% of active candidates)

22 respondents

(15% of active candidates)

Is there any way how we could improve our
Newsletter and/or its distribution?
Add more content
14%

Cut some content and make the newsletter shorter

14%

Post individual articles from the newsletter on social media
14%
24%
7%
27%

29 respondents

Move the articles and interviews from the Newsletter and create a
magazine
Distribute the Newsletter to other parties
Other suggestions

(20% of active candidates)

For more outcomes from the member survey click HERE and from the candidate survey HERE.
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Your CFA Society Update
Member & Candidate Satisfaction Survey – Winners Who Provided Feedback
As promised we have selected three winners from our
members and candidates who provided feedback at our
survey. The winners are the following members: Andrej
Hronec, CFA; Dušan Přecechtěl, CFA; Martina
Meliorisová, CFA; and the following candidates: Martin
Kažimír, Nadav Segev, Filip Lukeš. The winners will
receive one of the following prizes:






Annual subscription of Ekonom (printed or e-version
for smart phones, tablets and PCs)
Complimentary society membership for 2014/2015
(USD 60; for members only),
VIP invitation to the CFA Society Forecasting
Dinner 2015, or
Sporty T-shirt with the society logo.

Your CFA Society Update
CFA JobLine – Senior Job Positions
For anyone considering a new job, we would like to point out a number of interesting job offers that have been posted to our
CFA JobLine website, including some that are offered exclusively on CFA JobLine.
See a selection of senior job positions suitable primarily for CFA charterholders or CFA candidates Level 3:


Senior Manager / Executive Director in Transaction Advisory Services - EY



Manager – PwC (Capital Projects & Investment team)



Senior or Manager in Transaction Advisory Services focusing on Capital and Debt Advisory (CDA) - EY



Fixed Income Investment Manager – ING Investment Management
TO VIEW MORE POSITIONS CLICK HERE.

Your CFA Society Update
Research Challenge 2014 – 2015
On 1 October the Kick-off Meeting at VŠE officially
th
launched the 5 annual Research Challenge in the
Czech Republic. For the first time this year also
universities from Slovakia will participate in the challenge.
Altogether 12 universities including three from Slovakia will

engage, the highest number of participating universities so
far. To see what the Research Challenge is about and to
see the timeline which will spam until April when the local
winning teams will compete at a regional level in
Amsterdam, visit the Research Challenge website.

CFA Institute Research Challenge
Learn more about the Research Challenge on the CFA Institute official web page HERE.
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Your CFA Society Update
CFA Society Introduces GIPS Standards in the Czech Republic
Rules on performance reporting to strengthen investor
confidence
As another step towards better protection of Czech
investors, CFA Society together with AKAT, the Czech
asset managers' association, launched a campaign to
implement Global Investment Performance Standards.
GIPS are a set of rules that aim to enable clients to
objectively evaluate investment managers. Any company
can comply, but there are 37 markets where GIPS are
promoted by official 'country sponsors' - from the USA to
Pakistan to Austria. The Czech Republic will be the 38th to
join.
To kick off the initiative, Iain McAra, CFA Institute's GIPS
Director for the EMEA region, delivered a presentation in
Prague on Sept. 30.

CFA and Matěj Turek, CFA, board members of the CFA
Society, and as an observer Jan Bursa, CFA, head of trade
execution oversight at the Czech National Bank.
The post event feedback shows that all professionals who
attended the event believe that the adoption of the GIPS
standards will be beneficial for the Czech investment
industry and that 44% considers recommending the
implementation of the standards in their organization.
More about the Standards
The GIPS govern, among other issues, the inclusion of
clients into a 'composite' that shows their average returns.
Managers can't choose only clients with the best returns
and thus present overstated results. It is mandatory to
include all clients with an identical strategy.

GIPS stipulate the way for asset managers to calculate and
present the performance of client portfolios. This should
allow prospective clients to compare between different
managers, within and across borders.

The standards, which have been developed by the CFA
Institute since 1999, are relevant for all companies that
provide active portfolio management to private and
institutional clients. This includes real estate and other
alternative asset classes.

“The standards will benefit not only asset managers, but
also intermediaries, regulators, and especially investors.
We are therefore delighted, that the Czech National Bank
and Ministry of Finance expressed their support for our
initiative,” says Petra Roberts, CFA, Executive Director of
CFA Society Czech Republic.

They are also relevant for investment companies –
although the NAV of a fund (and thus its performance) is
already calculated in an uniform way, the Standards
regulate the way returns are presented – e.g. reporting at
least 10 years of returns, or the maximum available history
of a strategy.

“In our group, we believe the standards will help further
cultivate the local market and increase the credibility of the
industry,” says Martin Řezáč, CFA, Managing Director of
ISČS and member of the Czech GIPS preparatory
committee.

For more information, visit CFA Institute's page. After the
introductory seminar, CFA Society will continue its effort to
promote the GIPS in the Czech Republic.

“If any clients should lead by example and demand GIPS
compliance from their managers, it should be the public
sector,” notes Radek Urban, advisor to the Ministry of
Finance and an observer in the committee.

(Adapted from a press release.)
Aleš Tůma, CFA
PR Manager

Other members of the GIPS committee are Jana
Michalíková, Executive Director of AKAT, Lubomír Vystavěl,
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Your CFA Society Update
Invitation to the 5th Annual ACCA & CFA Business Mixer – 23 October
Register online at: https://www.surveymonkey.com/s/BusinessMixer2014 by 17 October.
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Your CFA Society Update
Invitation to the 5th Annual ACCA & CFA Business Mixer – 23 October
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Your CFA Society Update
EVENT SEASON 2014 – 2015
Event

Date

Taking stock: A Study of European Private Equity Exits – CVCA event

September 3, 2014

September
3, 2014
EY
offices, Florentinum,
entrance D, Na Florenci 15, Prague 1
Volunteer Thank You Dinner

September 11, 2014

Sokolovna Restaurant, Slezska 22, Prague 2
Risk Academy workshop: Market Risks – Stress testing

September 17, 2014

Deloitte Czech Republic, Nile House, Karolinská 654/2, Prague 8
GIPS as the Benchamark of Transparency in Asset Management – Joint Event

September 30, 2014

with AKAT
Thomson
Reuters offices, Václavské nám. 19, Prague 1
CFA Institute Research Challenge 2014/2015 – official launch

October 1, 2014

VŠE, nám. W. Churchilla 4, Prague 3
CFA Institute European Investment Conference 2014

October 16-17, 2014

The Guoman Tower Hotel, London, United Kingdom
Career Day (Šance)

October 16, 2014

VŠE, nám. W. Churchilla 4, Prague 3
ACCA & CFA Business Mixer

October 23, 2014

Best Western Premier Hotel Majestic Plaza, Štěpánská 33, Prague 1
CFA Slovak Networking Evening: Future and trends in financial sector in Slovakia

October 30, 2014

Swiss Re, Karadžičová 12 CBC III, Bratislava
3rd CEE Investment Conference: The Road to Prosperity

November 7, 2014

Is Sanat Hall, Istanbul, Turkey
1. Česká investiční konference

November 7 – 8, 2014

Diplomat Hotel, Evropská 15, Prague 6
CFA Charter Awarding Ceremony & Christmas Party 2015

November 27, 2014

CERGE, Politických věznů 7, Prague 1 & Restaurace Ferdinanda
CFA Candidate Mixer 2015

January 22, 2015

BPP Business School, Římská 526/20, Prague 2
CFA Institute Research Challenge 2014/2015: Final Round in the Czech Republic

January 28, 2015

VŠE, nám. W. Churchilla 4, Prague 3 & Sklep Restaurant
13th Annual CFA Society FORECASTING DINNER 2015

February 19, 2015

Czech National Bank, Senovážné nám. 30, Prague 1
AKAT Conference 2015 – Next Steps in Asset Management

April (TBA)

Hotel Sheraton, Žitná 8, Prague 2
AGM 2015 & Annual Dinner for Society Members

May 21, 2015

EY offices, Na Florenci 2116/15 & Hybernia Restaurant, Hybernská 7
CFA Post Exam Party 2015
Restaurace Zvonařka, Šafaříkova 1, Prague 2
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June 6, 2015

PR Team of the CFA Society Czech Republic
Contacts
Petra Roberts, CFA

Michal Stupavský, CFA

Executive Director

Member & Newsletter Manager

Email:
GSM:

Email:
GSM:

petra.roberts@czechcfa.cz
+420 603 489 663

michal.stupavsky@czechcfa.cz
+420 608 737 053

Aleš Tůma, CFA

Phillip Tencick, CFA

Member & PR Manager

Member & Editor

Email:
GSM:

Email:
GSM:

ales.tuma@czechcfa.cz
+420 776 619 723

phillip.tencick@czechcfa.cz
+420 702 064 534

Kateřina Sedláčková
Admin & Event Manager
Email:
GSM:

katerina.sedlackova@czechcfa.cz
+420 602 826 002

CFA Society Czech Republic
Useful Links


CFA Society Czech Republic



CFA Society Czech Republic – Members of the Board of Directors and Executive Director 2013-2015



CFA Society Czech Republic – Membership



CFA Society Czech Republic – Volunteering



CFA Society Czech Republic – Research Challenge



CFA Society Czech Republic – JobLine



CFA Society Czech Republic – Press room



CFA Institute



CFA Program



CIPM Program



Claritas Investment Certificate



CFA Institute – Integrity & Standards



CFA Institute – Code of Ethics and Standards of Professional Conduct



CFA Institute – Future of Finance



CFA Institute – Mission & Vision
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About the CFA Society Czech Republic
The CFA Society Czech Republic is an association of finance
and investment professionals in the Czech Republic, founded
in April 2002. It is one of 138 member societies of the CFA
Institute, and its mission is to promote the highest standards
of ethics, education, professional excellence and efficient markets
in the Czech financial and investment community; to promote
professional
development
through
the
CFA
Program
and continuing education; to facilitate the exchange of information
and opinions; and to enhance public awareness of the CFA
Institute’s portfolio of educational programmes: the CFA®
Program, the CIPM® Program, and the Claritas® Investment
Certificate. As of April 2014, the association has 140 members,
mostly CFA charterholders, and there are 1,103 CFA Program
candidates from the Czech Republic and Slovakia. The members
hold a variety of positions, including: chief-level executives,
portfolio managers, financial analysts, investment banking
analysts, corporate finance analysts, consultants, financial
advisors, risk managers, and relationship managers. Sponsors
of the CFA Society Czech Republic are: EY, ČSOB Asset
Management
and
ING
Investment
Management.
For more information, visit www.czechcfa.cz.

CFA Society Czech Republic je asociace finančních a investičních
odborníků, založená v dubnu 2002 v České republice. Je jednou
ze 138 členských asociací CFA Institute a jejím posláním
je v rámci české finanční a investiční komunity podporovat nejvyšší
standardy etiky, vzdělání, profesionality a efektivních trhů,
podporovat profesionální rozvoj v rámci studijního programu CFA
a celoživotního vzdělávání, usnadňovat výměnu informací
a názorů, a v neposlední řadě zvyšovat povědomí veřejnosti
o portfoliu studijních programů CFA Institute: CFA® Program,
CIPM® Program a Claritas® Investment Certificate. V dubnu 2014
asociace sdružovala 140 členů, většinou držitelů titulu CFA,
a 1103 kandidátů z České republiky a Slovenska zapojených
do programu CFA. Mezi členy asociace patří především vrcholoví
manažeři, portfolio manažeři, finanční analytici, investiční bankéři,
analytici korporátních financí, konzultanti, finanční poradci, risk
manažeři a relationship manažeři. Sponzory CFA Society Czech
Republic jsou EY, ČSOB Asset Management a ING Investment
Management. Pro více informací navštivte webové stránky
www.czechcfa.cz.

CFA Society Czech Republic – Members of the Board of Directors
and Executive Director 2013-2015

Follow us on Facebook, Twitter and LinkedIn
You will find very interesting updates there!

About the CFA Institute
The CFA Institute is the global association of investment
professionals that sets the standards for professional excellence
and credentials. The organization is a champion of ethical
behaviour in investment markets and a respected source
of knowledge in the global financial community. The end goal:
create an environment where investors’ interests come first,
markets function at their best, and economies grow. The CFA
Institute has more than 117,000 members, including 109,500 CFA
charterholders, who span 141 countries and territories and 138
member societies. For more information, visit www.cfainstitute.org.

CFA Institute je globální asociace investičních odborníků,
jež stanovuje standardy profesní excelence a kvalifikace.
Organizace aktivně prosazuje etické chování na finančních trzích
a je respektovaným zdrojem znalostí v globální finanční komunitě.
Konečným cílem je vytvořit prostředí, kde budou stát zájmy
investorů na prvním místě, trhy budou fungovat co nejefektivněji
a ekonomiky porostou. CFA Institute má více než 117 tisíc členů
ve 141 zemích a teritoriích, včetně 109 500 držitelů titulu CFA
(CFA charterholders), a 138 členských asociací. Pro více informací
navštivte webové stránky www.cfainstitute.org.

About the CFA Program
To earn the CFA (Chartered Financial Analyst) charter, candidates
must sequentially pass three six-hour exams that are widely
considered to be the most rigorous in the investment profession.
The CFA curriculum includes ethical and professional standards,
financial reporting and analysis, corporate finance, economics,
quantitative methods, equity, fixed income, alternative investments,
derivatives, portfolio management, and wealth planning. The CFA
Institute has administered well over a million exams since
the inauguration of the CFA Program in 1963.
The Level I exam is offered twice per year, and the Level II
and Level III exams are offered once each year. On average,
candidates report spending more than 300 hours studying
in preparation for each level. CFA candidates typically take four
years to pass the three required exams. CFA candidates cite
career advancement, obtaining a higher level of knowledge,
and improving their chances of obtaining a job as the top three
reasons why they register for the CFA exam. For more information,
visit www.cfainstitute.org.

- 26 -

K získání titulu CFA (Chartered Financial Analyst) musí kandidáti
postupně složit tři šestihodinové zkoušky, jež jsou v investiční
profesi obecně považovány za nejpřísnější. Osnovy CFA zahrnují
etické a profesní standardy, finanční reporting a analýza,
podnikové finance, ekonomie, kvantitativní metody, akcie,
dluhopisy, alternativní investice, deriváty, portfolio management
a finanční plánování. Od spuštění programu CFA v roce 1963
CFA Institute uspořádal přes jeden milion zkoušek.
Zkouška první úrovně je pořádána dvakrát ročně, zkouška druhé
a třetí úrovně jednou ročně. Kandidáti podle svých výpovědí stráví
přípravou na každou úroveň zkoušky v průměru více než 300
hodin studia a obvykle jim trvá čtyři roky, než tři požadované
zkoušky úspěšně absolvují. Kandidáti uvádí jako primární motivaci
k registraci na zkoušku CFA tři hlavní důvody: kariérní postup,
vyšší úroveň znalostí a zlepšení šancí na získání zaměstnání.
Pro více informací navštivte webové stránky www.cfainstitute.org.
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