“I want employees to ask
themselves whether they
are willing to have any
contemplated act appear the
next day on the front page
of their local paper - to be
read by their spouses,
children and friends - with
the reporting done by an
informed and critical
reporter.”
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Defining Ethics

Write one sentence that defines

ethics for you
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The ethical agenda

Ethical Codes are enlightened self-interest...

...economies operate on trust and integrity

Its easy to be ethical when there are no costs.
+95% of cases are errors of judgement...

... but it happens all the time!

Ethics is often gray... fraud/illegality is not.
Sharing experience builds ethical filters.

We each believe we are highly ethical... so we stop
questioning.

Best Practice versus Highest Standard
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Above average?

o 1.I am more ethical than the average
person

%% 2.1 am as ethical as the average person
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Above average?
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CODE OF ETHICS AND STANDARDS
OF PROFESSIONAL CONDUCT

J A0

PREAMBLE

The CRA Irstitute Cods of Ethics and Standards of Prefessional Conduct ars fundamantal to tha waluss of CRA Instituts and sssential o
achieving its mission 1o kad tha investment profession globally by sedting high standards of aducation, indagriy, and professional cuooal
lenos. High sthical standards are critiml 1o maimaining tha public’s trust in finarcial markats and in the irvastment professicn. Since their
cregtion in the 1360s, tha Code and Standards hava promoted the imagrity of CFA Instiasts mambars and sersad as a model for measur
ing tha athics of nvestment professionals globaly, regardiess of job function, cubursl diffsrsncas, or loml lews and requlstans. Al CRA
Irestituie members linohding heldans of tha Chartersd Francial Aralyst® ICEYE| designation) and CRY cardidabes must abids by tha Code
and Standards and ana ancouraged 1o retify their amployer of this resparailing Vislations may rasult in disciplirany sanctions by CRA Insti-
tute. Sarctions mn fohde revecation of membenship, revocation of candidacy inthe CRA Program, and revocation of tha right 10 use the

CRA designation.

THE CODE OF ETHICS

Members of CRA Irstitinta linehuding CRA charterholders] and cardidates for the CRA desigration ("Mambars and Candidates "] must:

* St with integrity, compatens, diigance, respsct, ared inan
wthical manner with the publio, cients, prospaciiva dients, am-
ploysrs, amployaas, colleaguss inthe immstmant profession,
ard other partidpants in tha global capital markats.

* Placa tha ntegrity of the investmant profa ssion and tha inter

stz of chanis abova thar own parsoral interests.

Usz reasorable mre and axerciss independant professional

Jadgment when oonducting rwastrmant analysis, making imvost

mant recommendations, taking investmant actions, ard engag-

ingin ethar professienal activiies.

» Pragtice and encouraga othars 1o practics in @ professicral and
sihical mannar that will reflact credit on thamsekes and tha
profession.

Promuote the indegrity of and upheld the ks gevarning mpital
markats.

Maintain and improvs their prefessional competenca and sirie
to maintain ard improve the compatance of otherinvestmam
professionas.

ST.INDAFDS OF PROFESSIONAL CONDUCT
PROFESSIONALSMK

l. Enowladge of the Law. Mermbsrs and Cardidates must
understand ard comply with al applicabla lews, rules, and
requiatians linchading tha CRA Instione Code of Ethios and
Standards of Protassional Conduct] of ary gevernmant, reguls-
tony erganimtion, licansing agancy, or prodessional ssscaation
povamineg their professianal aotivities. In tha svart of conflict,
Mermbers and Candidatos must comply with the mene strict
ke, mula, o reguation. Mambars and Candidates must not
lriowwingly participats orassist in and must disscaimts frem any
vinlation of such laws, rulas, or regulations.

B. Indepenidenas and Objeativity Mambars and Candidates
must use reascnablo care and judgmant 1o achiove ard main-
winindependance ard chjectivity in their professional aoiivi-
taz. Marmbars and Candidstas must not offar, sofidt, oraccapt

gift, benefi, compsnsation, or considenmtion that raasan-
ﬂymdd be axpacted to compromiss their own or ancther’s
indepandanca and ohjsativity.

C. Misrepressrtation Mambars and Candidates mast not
lrowinghy maks any misrapres aniations relting 1o rwestment
arahysiz, recommendations, actions, or othar profassicral
ctwvitias.

D. Miseonduot. Membsrs and Candidabes must notangage in
any prefessioral conduct irvolving dishonasty, fraud, or decait
or commit any act that reflects advarsaly on thair predessional
reputation, nbsgrity, oF sompatenoa.

Il INTEGRITY OF CAPITAL MARKETS

&, Materid Norpublis Information. Mambars and Candidatos
who possass material nonpublio information that could atiect
the valua of an irvastment must net act or s cthers o adt
on the irformation.

E. Market Manipulation. Members ard Candidates must ret an-
gage in prectioss that distont prices or artifcislly iniate rading
wolumewith tha ntent 1o miskad markat participants.

. DUTIESTO CLIENTS

#. Leyalty, Prudengs, and Care. Members and Candidaics have
a duty of loyaly to thair cliarts and must aotwith ressorable
oara and axardss pradent | . Members ard Cardidates
st gct for tha baneft of thoir clients and plice their ciants’
interests befora thair employer’s or their own nberasts.

E. Fair Dealing. Members and Candidates must deal fairky and
chjectively with all chants when providing rwastrent analysis,
making invsstment recommerdations, taking imvestmant s
tion, or angaging in athar professioral actviies.

& 2010 CFA Insiiurie

‘ CFA Code of Ethics & Standards of Professional Conduct

€. Suitability
1. When Mambsrs and Cardidates arain an advisory relation-

ship with a diert, thay must:

2. Maka @ reazcnabla inguiry into a client’s or prospaective
clant's irmsstment ssparienca, risk and ratum dbjectives,
and francial constraints prior to making any investmart
recommendation or invsrstrranit artion and must
reassess ard updats this nfomation regulary.

b. Distarmine that an mvestment is sutabla 1o the clients
fnancial situstion and corsistent with tha clientis written
chjoctives, mandates, and constraints bedora making an
investmant recommandation or mking nvestment action.

. Judgs the suiesbifty of irwestments in the contet of tha
chant's tot| portfolo.

2. When Mambsrs and Cardidates ara rasponsible for manag-
ing @ portfelic to @ specific mandate, stratagy, or stk they
st maks only mvestment recommendations o take onk
invastmant aotions that ara consistant with tha staicd dojec-
tives and constraints of the portfolio.

0. Porformansge Presentation. Whan commenicating investmant
parformiancs information, Members and Candidates must
malke ressonabka sfiorts 10 ansure that it is far, sconsts, and
complais.

E. Presarsation of Confidentiality. Mermbers and Candidatas
must ksap nfermation sbout cument, formar, and prospective
dierts corfidential urlces:

. Tha information concerns ikagal activities on tha part of tha
chart ar prospective disnt,

2. Discloswre & mguinad by law, or

3. Tha client or prospective clant parmits discksure of the
informatien

V. DUTIESTO EMPLOYERS

A, Loyaty In matsens related to their employment, Mambars and
Candidates must act for the banafitof ther employer and nat
dapriva ther smplover of the advaniaga of ther skils and akil-
tias, divulgs corfidential infermation, or ctherwisa causa hamn
o their amployar.

E. Addtioral Compansationdirargemants. Mambers and

Candidates must not accopt gitts, banaliis, comparsation,

or corsideration that competes with or might reasonably b=

wipariad 1o create & conflict of irtanest with their smployer's

irarnst urlozs thoy chmin wiiten corsant from all parties

irwobvad

€. Respensibilities of Suparsisors. Mambans and Candidates
must make masonabla sforis 1o dadact and provert viclations
of applicakla ks, ks, mgulations, and the Cods and San-
dards by aryone subject to their supenvision or autherite

V. INVESTMENT ANALYSIS, RECOMMENDATIONS,
ANDACTIONS
&, Diligenee and Reasonable Basis. Members and Candidates
must:
1. Exardzs digance, rdepandarce, and thoroughnass in ara-
kyzing invesiments, making invastmant reoommandations,
ard taking imeastmant aotions.

2. Have aruasarable and adeguats basis, supporiad by ap-
propriate resaanch and nvestigation, for any nvestment
analysis, mosmmandation, or aotien

B Communication with Cliants and Prospective Clients.
Maombars and Candidatos must
1. Disclosa to dieris and prospectivs ciants the basic format

and gareral prircipkes of the ivvostmant processss thoy usa
10 analyrs imvesimanis, sekect sacuriias, ard constnuct port-
fokos ared must promptly dischose any changes that might
miaterialy affect those procasses.

2. Uso reascnzbla jadgment in idantiying which factors ar
importart 1o their mvestment analyses, recommandations,
o actions and inchide thosa factors in communications with
chents and prospeciive disnbs.

3. Distireguizh batwean fact ared cpirion in the presantation of
investment aralysis and moommandations.

C. Aecord Astertion. Members ard Cardidates must dovalop
and maintan appropriaie records to suppert their rmastrment
anakysss, ecommardations, actions, and other nvestment-
ralaind communications with cianis and prospective clients.

. CONFLICTS OF INTEREST
Disdosurs of Comflicts. Mambars and Candidates must malks
Full and fair diszlesuro of all matters that could reesonably ba
wipscisd to impair their ndepandance and objectivity o inker-
Fore: with respective duties to their chants, prespactive clants,
and ermployer. Mambsens and Cardidabes must ansurs that
such dischksures are prominam, aro delivared in plain languaga,
and communicain the rekevant information atisctiveky.

B Priority efTransactions. Investment transactions for chants
and ermployens must have priorty ovwar rwestment tansactions
in which & Mambar or Cardidate is the benafical mwmer

C. Roforal Feas. Members and Candidates must disclosa o thair

wmpkoyer, clients, and prospsctive clients, as appropriate, any

pompansation, corsideration, or banefit recevad from or paid
to ethers for tha moommandation of products or services.

e

Vil. RESPONSIBILITIES &5 & CFA INSTITUTE
MEMBER OR CFA CANDIDATE

&, Conduct as Membars and Candidates in the CFA Program.
Mambars and Candidates must not engage in amy conduct that
compromises tha raputation or integrity of CFA Instriute or the
CRAdasigration or the ntegrity, walidity or socurity of the CRA
Eminations.

B. Rsfarerea to CFA Instituts, the CRA Designation, and the
CFA Program. When refering bo CRA Instibate, CRA Instibube
mermbsnzhip, tha CRA designation, or candidacy in the CRA
Program, Mambars and Candidates must ret misnpressnt or
saggarsts tha maaning or implications of membamship in CRA
Instrivig, helding the CRA dasigration, er cardidacy in tha CRA
program.
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CFAI Code of Ethics: Motherhood & Apple Pie

Commonality in most moral codes...

Act with integrity, competence, diligence, respect, and in an
ethical manner...

Place the integrity of the investment profession and the interests
of clients above their own...

Use reasonable care and exercise independent professional
judgment ...

Practice, and encourage others to practice, in a professional and
ethical manner ...

Promote the integrity of, and uphold the rules governing, capital
markets.

Maintain and improve your (and other’s) skills.
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Cases: Applying the Codes & Standards

Identify facts, issues, duties owed, and the ethical
principles involved.

If one Standard is breached, then it’'s likely several
were.

Think about what motivates the role players’
behaviour

Cases are intentionally vague. Think laterally for all
possible violations.
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Case #1: Proudfoot and the Rugby Game

|  Proudfoot, a credit analyst at Furthergroove A.M., participates in a
competition to pick the winners of a series of Rugby matches.
The game is sponsored by a merchant bank, and is open only to
its institutional clients (+75 players)
There are 14 weekly prizes (of R1,000 gift certs), and 5 final
prizes (R1,000/R2,000 gift certs).
Matching contributions are made to a charity of winner’s choice.
At the end, Proudfoot wins R2,000 gift certificates.

13% a) It's okay, Rugby is not in the scope of his work
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Case #1: Proudfoot and the Rugby Game - CPT

|  Proudfoot, a credit analyst at Furthergroove A.M., participates in a
competition to pick the winners of a series of Rugby matches.
The game is sponsored by a merchant bank, and is open only to

its institutional clients (+75 players)

There are 14 weekly prizes (of R1,000 gift certs), and 5 final
prizes (R1,000/R2,000 gift certs).

Matching contributions are made to a charity of winner’s choice.
At the end, Proudfoot wins R2,000 gift certificates.

0% a) It's okay, Rugby is not in the scope of his work

_kay if he tells his employer.
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Proudfoot: Applying the Code & Standards

| 6.a: Conflicts of Interest - Disclosure of Conflicts
..disclose matters that could impair independence & objectivity
| 1.b: Professionalism - Independence & Objectivity
... maintain independence and objectivity...
| 4.b: Duties to Employers —Additional Compensation Arrangements

...must not accept gifts... that might be expected to create conflict of
interest

| 1.d: Professionalism-Misconduct

...must not engage in...any act that reflects adversely on their
reputation or integrity...

What should Proudfoot’'s employer (Carter crFA) do?
4.c. Responsibilities of Supervisors ...detect and prevent violations...

ASISY .
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Proudfoot & the Rugby Game

Observations
| No one was intentionally unethical
| Merely errors of judgement

| Could have damaged reputations

|  Gifting is pernicious, persistent and personal, affects the entire
industry

ASISY /
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‘Solving the gifting challenge - Highest standard

| Highest standard = No gifts
| Why are they giving it to you?

| Why are you giving it to them?

| Would you go to the match with them if you ¢
were paying your own way... or is it a bribe? k&

“"Attachment” is an issue in dealing with gifts
and inside information...

...If it comes to you by virtue of position then its
not yours!

ASISY I\
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Case #2: Lucas and the Bloomberg terminal

| Lucas Investment Managers, a recently established black-owned
firm, rents office space in the same building as Stallone

Stockbrokers, a leading brokerage firm.
To help Lucas save costs in their start-up Stallone has moved one

of their Bloomberg terminals to the Lucas office.
This arrangement was made on the oral understanding that Lucas
would direct half of their first year’s equity trades to Stallone.

2% a) It's okay for Lucas to be assisted by Stallone in this

okay provided Lucas informs all of its clients of

Futuregrowth@
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Case #2: Lucas and the Bloomberg terminal - CPT

| Lucas Investment Managers, a recently established black-owned
firm, rents office space in the same building as Stallone

Stockbrokers, a leading brokerage firm.
To help Lucas save costs in their start-up Stallone has moved one

of their Bloomberg terminals to the Lucas office.
This arrangement was made on the oral understanding that Lucas
would direct half of their first year’s equity trades to Stallone.

0% a) It's okay for Lucas to be assisted by Stallone in this

as informs all of its clients of

Futuregrowth@
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Lucas and the Bloomberg terminal
Applying the Code & Standards

|  Principle: Placing hard limits on softing

| 1.a Knowledge of the law (Bloomberg licences)
| 1.b Independence

| 3.a Loyalty, prudence & care...place their clients’ interests before
their employer’s

| 5.b.2 Communication with clients...include the factors important to
their actions

| 6.a Disclosure of conflicts... that impair their independence &
objectivity
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CFA Institute’s Soft Dollar standards

Principles

Soft dollars belong to the client

Investment managers may only purchase research with soft dollars
if the primary use is investment decision making process, not firm
management

Investment managers must disclose all relevant benefits they
receive through client brokerage

Detail

Definition of soft dollars

Appropriate products and services to purchase with client brokerage
Establishment of standards for soft dollars use

Model disclosure guidelines

The manager's role and responsibility to clients

ASISY .
FA g Futuregrowth %
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Coffee Break
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The Ultimatum Game

|  Pair up... Choose a Proposer & Responder
| Proposer has ZAR1,000

| Proposer must make an offer of a (any) portion of the ZAR1,000 to

the Responder.

| The Responder may accept or refuse the offer.

- If Responder accepts, both keep their shares

- If Responder declines, neither get their share, and the money
is lost

...we place an economic value on fairness..
... and if its not fair, we don’t play...

...or we fight back!

ASISY y .
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Case #3: Greystoke’s PA trading policy

| Greystoke Asset Manager’s largest client (about 20% of AUM) has
strongly urged that all Personal Account (PA) trading by Greystoke
staff be prohibited, and the Greystoke MD agrees. Penberthy,
Greystoke’s CIO, believes “skin in the game” by investment staff
is a good thing. Xolisa CFA has been asked by Penberthy to
formulate a robust P.A. Trading policy which will satisfy the client
and MD.

sa%a) P.A. trading at asset managers SHOULD be allowed

g at asset managers SHOULD NOT be
allowed

What rules or controls should be in place so that P.A.
trading can be allowed?
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Case #3: Greystoke’s PA trading policy - CPT

| Greystoke Asset Manager’s largest client (about 20% of AUM) has
strongly urged that all Personal Account (PA) trading by Greystoke
staff be prohibited, and the Greystoke MD agrees. Penberthy,
Greystoke’s CIO, believes “skin in the game” by investment staff
is a good thing. Xolisa CFA has been asked by Penberthy to
formulate a robust P.A. Trading policy which will satisfy the client
and MD.

73%3) P.A. trading at asset managers SHOULD be allowed
27%b) P.A. trading

at asset managers SHOULD NOT be

allowed

What rules or controls should be in place so that P.A.
trading can be allowed?
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Greystoke: Factors

Front running/priority of concerns
Impairment of objectivity
Disclosure

Inside information

P.A. trading rules
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Personal Account (PA) trading

Client trades always come first (100% of client execution; time delay
between client trade and p.a. trade in small cap shares).

Positions reported annually to compliance (register of interests).

Trades pre-approved by Sr. Inv staff, check for client orders or
pending strategy shift.

Window period for execution of signed P.A. Form (2 days)
Dealing through the firm’s dealing desk.
Positions to be recorded at any relevant team/investment meeting.

Brokerage accounts must have direct reporting to compliance (or,
firm may stipulate which broker to use).

Position size "manageable & suitable” for the employee (i.e. not
large or geared positions).

Minimum holding periods to deter short-term trading.
Probably not in hedge fund teams (or highly incentivised funds).

Disclose P.A. Trade policy to clients

ASISY .
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Case #4: Harbinger and AfroBank

| Harbinger CFA is a credit analyst for MegaBank.
In reviewing AfroBank’s monthly management accounts she sees
a material degradation in operations and profitability, and a rise in
loans in arrears.

MegaBank’s investments exclude equity positions, and no shares
are held.

Harbinger calls her mother and tells her to sell her shares of Afro-
Bank.

6% a) Okay

EENIgREbe okay, under certain conditions
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Case #4: Harbinger and AfroBank - CPT

| Harbinger CFA is a credit analyst for MegaBank.
In reviewing AfroBank’s monthly management accounts she sees
a material degradation in operations and profitability, and a rise in
loans in arrears.

MegaBank’s investments exclude equity positions, and no shares
are held.

Harbinger calls her mother and tells her to sell her shares of Afro-
Bank.

5% a) Okay

22 NIgEEb e okay, under certain conditions
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Harbinger and AfroBank: Applying the Code &
Standards

| Principle: Material Nonpublic Information

| 2.a Material Nonpublic information

| 1.a Knowledge of Law (this includes regulations and, in this case,
her employer’s P.A. trading rules)

| 1.d Misconduct
| 4.a Loyalty to employer - Not divulge confidential information
|  4.c Responsibilities of Supervisors

| 7.a Conduct as members

ASISY /
EFA Lo Futuregrowth ¥
SOUTH AFRICA ] ET) AGEMEN




Insider Trading

What is insider trading?

Trading on or disclosing inside information

What is inside information?

specific or precise information,

which has not been made public; and

from an insider; and

if made public will have a material effect on price.

All four conditions have to be present.

Either keep it confidential (if you are an insider), or
Seek to have it made public ASAP

ASISY .
FA g Futuregrowth 4
SOUTH AFRICA y‘ '




‘ Who is an insider?

REMOTE
TIPPEE

INSIDER TIPPEE

member

Shareholder

Special
relationship

3rd party
tippee

Position

ASISY PN
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Values: Walking the Talk

COMMUNICATION

We have an obligation to communicate. Here, we take the time to talk
with one another.. and to listen. We believe that information is meant to
move and that information moves

RESPECT

We treat others as we woul
tolerate abusive or disres

INTEGRITY
We work with customers and
say we will do something, we wi

something, then we won’t do it.

urselves. We do not

, @stly and sincerely. When we
n we'Say we cannot or will not do

EXCELLENCE

We are satisfied with nothing less than the very best in everything we do.
We will continue to raise the bar for everyone. The great fun here will be
for all of us to discover just how good we can really be.

The “Lived” Culture Trumps Codes & Rules!
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‘ What are the top three things that give you
satisfaction and commitment in your workplace?

36% 2. Leadership Credibility and Trust 84.8
_Growth and Development50.0
B :tional Culture and Purpose 69.6
12%5! Ownership 24.4

26% 6. Quality of Life/Work Balance 28.3
4% /. Relationships with Coworkers, Customers 39.1

S OESINSRIRE. 1 sation 50.0
2a% N9NWOFK R ecognition 39.1
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‘ What are the top three things that give you
satisfaction and commitment in your workplace?
CPT

15% 2. Leadership Credibility and Trust 84.8
BSOS o\ th and Development 50.0
B :tional Culture and Purpose 69.6
18NS 0OWhership 24.4

54% 6. Quality of Life/Work Balance 28.3
15% /. Relationships with Coworkers, Customers 39.1

o DEcubly 50.0
13% 9. Work Recognition 39.1
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Case #5: AlphaMax and trustee education

| AlphaMax Asset Managers has recently been appointed to manage
a balanced portfolio for the Bleakfuture Pension Fund.
Ray Chingbull one of the trustees of Bleakfuture Pension Fund
asks Thembela Mdini of AlphaMax to arrange for the firm to
sponsor an educational event for the group of 12 trustees with a
R50,000 donation.
The two-day event will take place at one of Johannesburg’s top

hotels with the trustees’ annual gala dinner included on the first
night.

104 @) AlphaMax should sponsor the event and the dinner as

a client service and relationship building opportunity.
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Case #5: AlphaMax and trustee education - CPT

| AlphaMax Asset Managers has recently been appointed to manage
a balanced portfolio for the Bleakfuture Pension Fund.
Ray Chingbull one of the trustees of Bleakfuture Pension Fund
asks Thembela Mdini of AlphaMax to arrange for the firm to
sponsor an educational event for the group of 12 trustees with a
R50,000 donation.
The two-day event will take place at one of Johannesburg’s top

hotels with the trustees’ annual gala dinner included on the first
night.

54 @) AlphaMax should sponsor the event and the dinner as

a client service and relationship building opportunity.
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AlphaMax and trustee education : Applying the Code &
Standards

| Question: Are there any situations where gifting is
acceptable?

| 1.b Independence & objectivity

| 3.b Fair dealing...with all clients when engaging in professional
activities

| 6.a Disclosure of conflicts...of all matters that could impair their
independence

| 1.a. Knowledge of Law (FAIS Act: R1000 p.p.p.a.).
| How to deal with the “Trustee Loophole”?

| 6.c Duties to Employers - Responsibility of Supervisors

ASISY y .
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Case #6: The sale of Whistlestop Ltd

| Damon is a trainee investment administrator at a medium-sized
asset management firm and a CFA Level II candidate as he wishes
to become an equity analyst.
He noticed recently that Bourne, one of the portfolio managers,
appears to have favoured some of his larger clients’ funds in
allocating the sale of Whistlestop Ltd, an illiquid equity security,
across all his portfolios.
Damon investigates and finds this also appears to have happened
a humber of times in the past on the sale of larger market cap
equity holdings but was not picked up by compliance.

0% a) Nothing needs to be done - this is acceptable practice

8% (e frm's compliance officer o

- Damon should report the issue immediately to the
regulatory authorities
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Case #6: The sale of Whistlestop Ltd - CPT

| Damon is a trainee investment administrator at a medium-sized
asset management firm and a CFA Level II candidate as he wishes
to become an equity analyst.
He noticed recently that Bourne, one of the portfolio managers,
appears to have favoured some of his larger clients’ funds in
allocating the sale of Whistlestop Ltd, an illiquid equity security,
across all his portfolios.
Damon investigates and finds this also appears to have happened
a humber of times in the past on the sale of larger market cap
equity holdings but was not picked up by compliance.

3% a) Nothing needs to be done - this is acceptable practice

66%°) i frms compliance officer
mthe issue immediately to the
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The sale of Whistlestop Ltd : Applying the Code &
Standards

Principle: Equal treatment of clients = Treating Customers Fairly

1.a The law 1.b Objectivity 1.d Misconduct...dishonesty, fraud
3.a Loyalty, prudence and care...act for the benefit of their clients
3.b Fair dealing...in taking investment action

Guidelines

obtain advance indications of client interest for new issues,

allocate new issues by client rather than by portfolio manager,

adopt a pro rata or similar objective method or formula for allocating trades,
treat clients fairly in terms of both trade execution order and price,

execute orders timely and efficiently,

keep accurate records of trades and client accounts, and periodically review all
accounts to ensure that all clients are being treated fairly.
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Write down what it means to

“be a fiduciary”
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What are fiduciary obligations?

| Duty of Loyalty | Duty of Care

| Actin best interest of client |  Apply skill and ability

|  Act for client first | Pay adequate attention

| Avoidance of conflicts (avoid, | Exercise diligence
disclose, recuse) | Be Reasonable & Prudent

| Actin Good Faith | Have unfettered thinking

| Act only within powers granted
Pre-requisite: The duty must be wilfully taken on.

Do unto others as you would have them do unto you.

Do for others as you would have them do for you
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Case #7: Van Rensburg and the Money Market Fund

| Van Rensburg is a portfolio manager at HardDrive Asset
Management. Jackson, HardDrive’s client services manager,
introduces him to an agent with a potential R100 million money
market fund client. The agent indicates he is placing the funds for
“6 to 9 months”. In the course of discussions, the agent
negotiates aggressively for a 1.5% initial fee (commission) to be
paid for introducing the client, and indicates this is the same
commission he’s been offered by another firm. The agent will not
disclose the client’s identity.

Van Rensburg suspects the agent is “flipping” the client’s funds
regularly to earn repeated commissions. Jackson argues that it is
normal to pay commissions to agents, and within the firm’s policy.

a) Is there a potential breach of the Code & Standards?
b) What should van Rensburg do?
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Van Rensburg and the Money Market Fund:
Applying the Code & Standards

| Question: It's not yet his client... what are his duties, if any?
|  Ensure disclosure to end-client

|  Question why the client would be willing to “flip” fund: Kickbacks?

| Report agent to FSB to ensure he’s registered.

| FICA/Money laundering regulations

| Report entire situation appropriately: FSB, FIC

Moral High Ground:

”

"We would rather do no business than do bad business

Self Preservation: Smelly deals come back at you
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‘ What are the top 3 ethical issues facing our
industry?

SRS ofting

44% 2. Gifting

4 Jack ofdisclosyre
-urning/flipping of funds

32% 6. Retirement fund trustee conduct
44% 7. Incentives

-onal Account (PA) trading

2% 9. Other issues
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‘ What are the top 3 ethical issues facing our
industry? - CPT

ESNSEIE n g

54% 2. Gifting

4| ack of disclosure.
_urning/flipping of funds

31% 6. Retirement fund trustee conduct
38% 7. Incentives

-ersonal Account (PA) trading
8% 9. Other issues
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Defence Against the Dark Side

Principle-based rather than rules-based: Be consistent where
there are rules

Awareness/Identify Conflicts: We all face ethical issues &
choices all the time.

Exercise your inner voice: Avoid attachment

Disclose, Disclose, Disclose: "Would I tell this to my clients? my
boss? my family? When in doubt, disclose!

Discuss, Discuss, Discuss: Question, engage, share, learn,
practice candour; Engage Filters

Build a true fiduciary culture: Putting the client first...Not just on
paper
Employ Self Restraint:

Self Interest: What's the value of your reputation? What's the PV
of your career?

Enable and protect whistle blowers
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| My compliance department...

70% 1, Assists me in my work

-. Obstruc

'S me in my work

21% 3, Has no impact on what I do
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Conclusions: Ethics is Good Business

Errors are made, but 95% are errors of judgment, not wilful
malfeasance

“Bad guys don’t wear black hats”

Ethical dilemmas appear regularly

Ethical codes are enlightened self-interest

Every firm has some Code of Ethics...

...but culture trumps rules! Walk the Talk!

Firms have a longer life than individuals...

... but firms are made up people, errors are made.
Efficient Capital Markets depend on trust & integrity
Employer the problem?: Time to leave? report?

Do the right thing...lead by example...question.. discuss

A Canter/Futuregrowth 09/2008
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