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Why are Standards Needed?

“All” asset managers above average
“Cherry picking” accounts

“Cherry picking” time periods
Self-selection

Misleading advertising
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Misleading Advertising
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Misleading Advertising
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* Through March 31, 1986. Results for Alger and for the S&P 500, an
unmanaged index of common stocks, reflect capital appreciation and
dividend reinvestment, but not payment of advisory fees to Alger.

- FRED ALGER '
MANAGEMENT, INC.

S&P 500
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Global Investment Performance Standards

The GIPS standards are developed,
maintained, and promoted through the
collaboration of:

Volunteers from the investment community

GIPS Standards Sponsors, which include
60+ not-for-profit organizations

CFA Institute®, a global association of
investment management professionals

®

Q

Over 1,800 organizations, across 48 markets, claim compliance with the GIPS standards.

The CFA Institute Global Investment Performance Standards (GIPS®) are an investment industry standard for
calculating and presenting historical investment performance.

By establishing standardised requirements
for calculating and presenting performance,
the GIPS standards make it possible for:

Investment managers to compete on an
equal footing in all markets.

Investors to compare the past performance
of asset managers.

Asset owners to fully disclose and fairly
present performance to oversight bodies
and stakeholders.

_|f -
I t'h-

EMERGING MARKET
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GIPS (Why Should Asset Managers Do It?)

* Global Passport

* Marketing Advantage

» Asset owner-driven (Level —playing field)
 Self-Regulation

* Internal Control (Good practice)
- More efficient
- Better data/ information
- Risk Control
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GIPS (Why Asset Owners Should Demand [t?)

e Differentiate between “good” and “bad” asset managers

* Basic Hygiene factor
If not compliant, is the asset manager?:

i. Not committed to ethical standards
ii. Controls so weak they cannot achieve compliance
iii. Not prepared to make the appropriate investment
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Benefits of the GIPS Standards

* Enhanced ability to compare performance between firms and strategies

e Consistency in calculation and presentation of performance results, such as
frequency of valuation, treatment of large cash flows, and handling of accruals

 Full disclosure of important details on performance data presented, such as fees,
composite construction criteria, dispersion of returns, etc.

* Firms recognized for adherence to industry best practice

» Strengthened internal processes and controls; improved risk management
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Who are Standards Aimed At?

* All “users” of Investment Performance Information
- Institutional
- Private Clients
- Retail, if not covered by existing regulations
- Even internal asset owners

 All asset/product types
Equity/ Fixed Income/ Multi-currency
Real Estate/ Property
Venture Capital/Private Equity
Derivatives/Overlay/Leverage
Hedge Funds/ Alternative Investments/ Absolute Return
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“CHAPTERS” in the 2020 GIPS Standards

GLOBAL INVESTMENT GLOBAL INVESTMENT GLOBAL INVESTMENT
PERFORMANCE PERFORMANCE PERFORMANCE
STANDARDS (GIPS®) STANDARDS (GIPS®) . STANDARDS (GIPS®)

2020 2020 2020




NBK-CAPITAL

What is Verification?

e Verification tests

- Whether the firm has complied with the composite construction requirements of
GIPS on a firmwide basis, and

- Whether the firm’s processes and procedures are designed to calculate and present
performance results in compliance with the GIPS standards.

 Verification is performed firmwide
_ Verification cannot be conducted on a composite-specific basis

 Verification is voluntary
_ Remains voluntary in 2020 version of GIPS
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Who Performs Verifications?

 Verification must be performed by an independent third party
- The firm and the verifier must not have a direct conflict of interest

- Consultancy or audit engagements do not necessarily create a direct conflict of
interest

* No specific qualification requirements to be a verifier

 Verifiers must be knowledgeable about the Standards and also have a practical
level of expertise

* Verifiers can be auditors, consultants, or any other type of firm
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Why be Verified?

 Verifiers add real value
* Compliance without verification is high risk
* The performance measurement process will be improved

 Verification ensures global consistency
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Verification Output

* Verification letter/report

Comfort
- Compliance without verification is high risk

Management recommendation letter
- Areas for improvement

Verified List of Composites

Composite-specific reports
- Performance audit/examination only
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Resources

2020 edition of the GIPS standards
_ www.cfainstitute.org/ethics/codes/gips-standards

Recorded webinars
_ www.gipsstandards.org/compliance/Pages/articles.aspx

Help Desk
_ gips@cfainstitute.org

Interpretations of the provisions in the 2020 GIPS standards are included in the
GIPS Standards Handbook for Firms (November 2020)



http://www.cfainstitute.org/ethics/codes/gips-standards
http://www.gipsstandards.org/compliance/Pages/articles.aspx
mailto:gips@cfainstitute.org
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Data Visualization
Core skill set of performance analysts
Floating Bar charts Scatter diagrams
Histograms Spider diagrams
| Line graphs Speed dials

| Heat maps Performance triangles

| Snail charts
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Data Visualization

Dashboard design

Factsheet design

Focus on the users requirements

Fast absorption of data

Focus on key numbers

Don’t show off

Don’t forget the humble table Dashboard
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