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Definitions
Compliance / Corporate Governance / Disclosure

to comply (with) (v) – to follow or to obey a law or regulation
Compliance (n) – fulfillment of a legal requirement or the provisions of a 
regulation

Corporate Governance – The mechanism by which interested parties in a 
corporation interact with each other and promote their interests.

to disclose (v) – to provide information publicly, in compliance with law or 
regulations requiring it
Disclosure (n) – the making public of information, in compliance with law 
or regulations requiring it
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Identify Shareholder Base
Present and Potential

Who’s Responsible?
Financial and Legal Concerns

Internal Communication before 
External Dissemination

Identify Best Practices
Industry / Index / Nationally / Globally

Conduct Peer Review
versus Industry / versus Index

Corporate Governance 
from the Company’s Point of View –

An Ongoing Process
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Disclosure:
A Timetable 

of Development 
of Disclosure Requirements



D
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IAS

1985     1990     1995     2000     2005

ERISA

Executive Compensation / Stock Options

Corporate Governance Codes

Risk Management

EU Directives

Emerging Markets Investment

Corporate Governance Ratings

Privatization

Sarbanes-Oxley Act
IFRS

Regulation Fair Disclosure (FD)
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Disclosure:
Developed Capital Markets



Relationship between 
Effective Corporate Governance and Share Price –

Developed Capital Markets – 199-2001

Wiltshire Study – 2001
“CalPERS Effect activism resulted in certain companies jumping from 96% 

of the Wiltshire index (of 5000 companies) to 14% over the index.”

McKinsey Study – 2000
“Institutional investors note that quality of the board is often a more 

important criteria than financial data in selecting stocks.”

University of Vienna (Klaus Gugler) Study – 2000
“Shareholder monitoring is critical where blockholders wield control.”

Millstein/MacAvoy Study – 1999
Investors will pay a premium for shares of a company with a good board.



CalPERS Announcement - February 20, 2002

In February 2002, the California Public Employees’ Retirement System 
(CalPERS) – one of the largest public pension funds in the US, announced that it 

was selling its investments in several Southeast Asian emerging markets and 
reallocating its portfolio based on specific

C O U N T R Y    F A C T O R S     (50%)
POLITICAL STABILITY

TRANSPARENCY
PRODUCTIVE LABOR PRACTICES

and
M A R K E T     F A C T O R S (50%)

MARKET LIQUIDITY AND VOLATILITY
MARKET REGULATION / LEGAL SYSTEM / INVESTOR PROTECTION

CAPITAL MARKET OPENNESS
SETTLEMENT PROFICIENTY

TRANSACTION COSTS



CalPERS Announcement - February 20, 2002

"We now have in place a blueprint to examine which emerging markets can 
support institutional investment," said Michael Flaherman, Chair of CalPERS 
Investment Committee. "It is a screen and an important entry point for 
investments into our portfolio that will help to protect our pensioners assets in 
the emerging markets."

Based on its new review process, CalPERS will begin taking a public equity 
position in Poland and Hungary, while eliminating its public equity investment 
position in Indonesia, Malaysia, the Philippines and Thailand.

The following are the emerging markets that CalPERS will allow its managers to 
invest in:  Argentina, Brazil, Chile, Czech Republic, Hungary, Israel, 
Mexico, Peru, Poland, South Africa, South Korea, Taiwan and Turkey.

http://www.calpers.ca.gov/whatsnew/press/2002/0220a.htm



CalPERS Announcement - February 20, 2002

Question:
Based on the methodology employed (country factors – 50% 
and market factors – 50%), which emerging market scored 
the highest in February 2002:
Argentina, Brazil, Chile, Czech Republic, Hungary, Israel, 
Mexico, Peru, Poland, South Africa, South Korea, Taiwan or 
Turkey?



The Average Premium 
Investors Would Be Willing to Pay for Good Governance 

Differs by Country and Region
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Source: McKinsey Global Investor Opinion Survey on Corporate Governance, 2002
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Relationship between 
Effective Corporate Governance and Share Price –

United States - 2004
GovernanceMetrics International analyzes the S&P 500 and the 
Russell 1000 indices semi-annually on approximately 500 corporate 
governance variables.  Each company is then rated from 1 to 10, with 
10 being the best score.  The company publishes a list of the highest 
rated companies twice a year

The 18 companies that received the highest rating on February 28, 
2004 were up 2.5% in early September 2004 versus a 2.5% decline in 
the S&P 500 during that time period.

Source:  GovernanceMetrics International and “Investors Reward 
Good Housekeeping,” by Jon D. Markman, Columnist MSN Money, 
Thursday, September 9, 2004



Two US-based Corporate Governance Rating Services

Charter & bylaw provisionsFinancial disclosure & internal 
controls

Laws of the state of incorporationShareholder rights

Executive & director 
compensation

Executive compensation

Qualitative factors including 
financial performance

Market for control

D&O stock ownershipOwnership base & potential 
dilution

Director EducationReputational and socially 
responsible investing (SRI) issues

Percentile rankings1 to 10

www.isscgq.comwww.governancemetrics.com

Basing rankings on market cap and 
industry group

“Asymmetric geometric scoring”

Board structure & compositionBoard accountability

YesYes

51600-plus

Institutional Shareholder 
Services

Governance-Metrics 
International

Web site

Key component of calculation

Rating type

Categories rated

Can companies being rated 
review data?

Number of metrics/data points



Impact of Corporate Governance on Brand Value -
2005

“Executives see rewards in better governance”
Financial Times, Monday, February 14, 2005

A new survey entitled, “Business 2010” published by the 
Economist Intelligence Unit (EIU) and sponsored by SAP 

AG, analyzes the impact of corporate governance on brand 
value.

EIU interviewed more than 4,000 senior managers in 23 
industrialized countries.  50% were executive directors and 

25% were chief executives/managing directors.

80% think that good corporate governance will enhance their 
company’s brand value by 2010.



Corporate Governance and Returns – UK - 2008
Good governance gives 18% better returns over 5 years 

ABI report shows clear link between corporate governance and returns
Responsible Investor, February 27, 2008

“Companies with the best corporate governance records have produced 
returns 18% higher over a sixty-month sample period than those with 

the poorest governance, according to a report by the UK Association of 
British Insurers (ABI).  

The study of 654 UK FTSE All-Share companies from 2003-2007 using 
governance data from the ABI’s Institutional Voting and Information 
Service (VIS) , also revealed that breaches of governance best practice 

reduces a company’s industry-adjusted return on assets by an average of 
1% per annum.

Other key findings of the report were that the worst offending companies, 
which breached guidelines in every year examined, underperformed the 

average industry-adjusted return on assets by 3-5% a year.  The ABI 
found that there was a time lag of two to three years between any breach 

and the impact on performance.  The report said that the volatility of 
share returns for well-governed companies is 9% lower than for poorly 

governed companies.”



Corporate Governance and Returns – UK - 2008

Good governance gives 18% better returns over 5 years
ABI report shows clear link between corporate governance and returns

Responsible Investor, February 27, 2008

Companies with the best corporate governance records have produced 
returns 18% higher over a sixty-month sample period than those with 

the poorest governance, according to a report by the UK Association of 
British Insurers (ABI).  

Why?



Corporate Governance and Returns – UK - 2008

Good governance gives 18% better returns over 5 years 
ABI report shows clear link between corporate governance and returns

Responsible Investor, February 27, 2008

The study of 654 UK FTSE All-Share companies from 2003-2007 using 
governance data from the ABI’s Institutional Voting and Information 
Service (VIS) , also revealed that breaches of governance best practice 

reduces a company’s industry-adjusted return on assets by an average of 
1% per annum.

Why?



Corporate Governance and Returns – UK - 2008

Good governance gives 18% better returns over 5 years 
ABI report shows clear link between corporate governance and returns

Responsible Investor, February 27, 2008

Other key findings of the report were that the worst offending companies, 
which breached guidelines in every year examined, underperformed the 

average industry-adjusted return on assets by 3-5% a year.  The ABI 
found that there was a time lag of two to three years between any breach 

and the impact on performance.  The report said that the volatility of 
share returns for well-governed companies is 9% lower than for poorly 

governed companies.”

Why?



Corporate Governance and Bankruptcy – US - 2010

Companies flashing financial danger signs
By Neil Weinberg – Friday, January 2010

Provided by Forbes
“Audit Integrity's risk model incorporates the usual factors that go into credit ratings, 

like balance sheet strength and earnings. But it also figures in a measure of 
"accounting and governance" quality. The idea is that historical data can 

uncover push-the-envelope accounting and help predict which firms are likely to 
undergo financial restatements, regulatory troubles, class actions or severe 

financial distress.

Recently Audit Integrity began assessing bankruptcy risk as well, using not only 
accounting indicators like liquidity and leverage but also the Accounting and 
Governance Ranking metrics and market measures like stock volatility. "We 
find governance and transparency correlate with bankruptcy," says Kaplan. 
Under AI's model 81% of the public companies that went bankrupt last year 

would have been classified among the riskiest 10%.



Corporate Governance and Bankruptcy – US - 2010

Companies flashing financial danger signs
By Neil Weinberg – Friday, January 2010

Provided by Forbes
“Audit Integrity's risk model incorporates the usual factors that go into credit ratings, 

like balance sheet strength and earnings. But it also figures in a measure of 
"accounting and governance" quality. The idea is that historical data can 

uncover push-the-envelope accounting and help predict which firms are likely to 
undergo financial restatements, regulatory troubles, class actions or severe 

financial distress.

Recently Audit Integrity began assessing bankruptcy risk as well, using not only 
accounting indicators like liquidity and leverage but also the Accounting and 
Governance Ranking metrics and market measures like stock volatility. "We 
find governance and transparency correlate with bankruptcy," says Kaplan. 
Under AI's model 81% of the public companies that went bankrupt last year 

would have been classified among the riskiest 10%.

Why?
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Disclosure:
Emerging Markets



Primary Criteria for 
Portfolio Investment Decisions 

in Listed Companies in CEE Countries
ZEW study, October 1999

Financial MarketsMicroeconomicGeneral



Disclosure of Corporate Governance Data 
– A Prerequisite for Attracting Institutional Investors

Since investment fund managers note liquidity as a prime criterion for 
selecting portfolio companies, listed companies in emerging markets that 
want to attract such investors should invest resources in an investor 
relations program that boosts the liquidity of the company’s bonds 
and/or shares.

Bearing in mind legal requirements in a number of countries and the 
informational demands of institutional investors, listed companies in 
emerging markets should disclose information on corporate governance
if they want to attract long-term investors, namely public pension funds 
and investment funds.



Relationship between 
Effective Corporate Governance and Share Price –

Emerging Markets
Credit Lyonnais Securities Asia (CLSA) Emerging Markets study –
2001
The study analyzes 495 companies in 25 emerging markets around 
the world.

“In many markets, companies with good corporate governance have 
outperformed their indices in recent years and move to valuation
premia, “explained Amar Gill, Head of CLSA Emerging Markets in 
Kuala Lumpur and author of the report. "Our research shows that 
companies with governance are also those with high ROE (return on 
equity) and the largest value creators on an EVA (Economic Value
Added) analysis.“

For more information, please read an article on 
www.socialfunds.com about the survey.  The URL is 
http://www.socialfunds.com/news/article.cgi?sfArticleId=592



Quality of Management and the Board

“The bottom line?  Check the management”
“The fund’s best investments revolved around being in bed 

with superior managements who were able to be 
opportunistic on a long-term basis.”

Quotation from Annual Shareholder Letter of the Third 
Avenue Value Fund

Martin Whitman, Manager of Third Avenue Value Fund since 
1990

International Herald Tribune, Saturday-Sunday, April 2-3, 2005



Quality of Management and the Board
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Management, the Board and Corporate Governance 

BOARD
oversight
strategy 

supervision

MANAGEMENT
business ethics
competitiveness

compliance 
disclosure

profitability
reporting
reputation

responsibility
risk management

systems
transparency

SHAREHOLDERS

STAKEHOLDERS
banks

bondholders
business partners

community
consumers
employees

media
NGOs

suppliers
planet
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Corporate Governance -
Informational Needs 

of Shareholders:
Country Information



Country Information
“Countries still matter as investors scan the European stock universe”

Financial Times, Saturday-Sunday, January 22-23, 2005

A recent study by Credit Suisse First Boston (CSFB) indicates that the 
country of the particular company continues to influence stock selection 

by fund managers.  
May 2003:  country effect 9.23% sector influence 27%

December 2004:  country effect 17% sector influence 21.8%
The remaining drivers are company-specific factors.

“The old model for continental Europe was very much the slow economic 
growth of the core (France and Germany) contrasted with the fast

growth of the periphery countries.  This two-speed Europe has moved 
to a multi-speed Europe.”

“… the faster growing countries tend to have the loosest policy and the 
growing countries the tightest.” In turn, this influences GDP growth 

rates.
CSFB Strategists Nick Gelson and Andrew Garthwaite



Corporate Websites

Webranking
Review of the websites of the 500 largest listed companies in 

Europe
http://www.webranking.nu/

“What’s good for the professional is also good for the 
private investor.  The website is at its best for the active 

retail investor who suddenly has the ability to get 
professional information that would not otherwise be so 

quickly available.”
Gabriel Thulin, Head of Research, Hallvarsson &Hallvarsson, 

2001



Corporate Governance -
Informational Needs 

of Shareholders:
Country Information - Poland



Country Benchmarking
World Economic Forum

Global Competitiveness Report
Global IT Report

Global Enabling Trade Report
Travel & Tourism Competitiveness Report

Gender Gap Report
Financial Devlopment Report

Africa Competitiveness Report
Arab World Competitiveness Report 

http://www.weforum.org/en/initiatives/gcp/Global%20Compe
titiveness%20Report/index.htm
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Investor Relations



Investor Relations

The mechanism by which a company, usually a 
company that issues bonds or shares, provides 
information about itself to investors and maintains a 
relationship with its investors.

Investor Relations - Definition



Public Relations - Relations with the Public at Large

Investor Relations - Relations with Investors

Investor Relations vs. Public Relations



Public Relations - Relations with the Public-at-Large

Investor Relations - Relations with Investors

Investor relations differs from public relations in 
terms of:  the nature of the institution disclosing 
information; the type of information disclosed; the 
relationship between the institution disclosing the 
information and the institution obtaining the 
information; and the purposes for which the disclosed 
information is used.

Investor Relations vs. Public Relations



Investor Relations - Relations with Investors

Investors have three groups of rights:  
The right to information;
Financial rights; and
Voting Rights.

An effective investor relations program provides 
investors with the information to make investment 
decisions.

Investor Relations vs. Public Relations



Investor Relations - Relations with Investors

Shareholders have three groups of rights:  
The right to Information;
Financial Rights; and
Voting Rights. Periodic Reports

Annual Report
Financial Statements
Agenda for the AGM
Agenda for any EGM

Information on Issues to be
Voted at the AGM/EGM

Dividend
Ad hoc / Ongoing Disclosures

New Share Issues
Website

Right to Dividend
Right to buy/sell shares

Voting Rights at AGM / EGM
Right to propose an Agenda Item

Right to Nominate Board Members
New Share Issues

Investor Relations –
Shareholders’ Rights
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Emerging Markets

“The term emerging markets appeared during the 1990’s and is now 
widely used.  It is easy to find lists of emerging market countries but 
hard to find a definition of what they are.  Look at those lists and you 
will see countries such as China, Botswana, Chile, South Africa,
Hungary, Jordan, Singapore and Hong Kong.  Given the diversity of 
these economies how can we come up with a sensible definition of
emerging markets?”[1]

This definition suggests categorizing a country as an emerging market 
according to indicators such as:  level of income, growth rate, stage of 
development, maturity and stability.  “Emerging markets therefore 
include those which have reached a minimum level of GDP and are in 
the growth phase of the development cycle but whose economies are 
particularly vulnerable to internal or external forces.”[2]

1.  “Emerging Markets Defined,” Pearson -
http://www.pearsoned.co.uk/Bookshop/article.asp?item=361
2.  ibid.



Investor Relations - Relations with Investors

Bondholders have two groups of rights:
The right to Information; and
Rights outlined in the Bond Agreement.

Shareholders have three groups of rights:  
The right to Information;
Financial Rights; and
Voting Rights.

An effective investor relations program provides current 
bondholders/shareholders and potential investors, both 
individual and institutional, with the information they need to 
make informed investment decisions and exercise their rights.

Effective Investor Relations



Effective Investor Relations …
in Emerging Markets

Notwithstanding the above-mentioned heterogeneity of 
emerging markets, one can nevertheless make a general 
statement that for a number of reasons, it is generally more 
difficult to obtain information about listed companies in 
emerging markets than in developed/established markets.
This lack of information makes it difficult for investors in 
emerging markets to make informed investment decisions 
and exercise their rights.

Specific challenges in investor relations in emerging markets 
include:  the timeliness of the information disclosed and the 
difference between information disclosed in local language 
and in English / other languages.



As Mark Mobius noted in June 2009 in the Financial Times, “Emerging 
economies [are] set to play leading investment role.   While global growth has 
slowed, emerging markets are still expected to grow at a much faster rate than 
developed markets.”[1]

A few days earlier, an article in the same publication carried the headline, 
“Emerging markets outpace the west.”[2]

Other institutions share this view.  In 2009 September the Financial Times 
quoted Charles Roxburgh, a director at McKinsey as follows:  The big drivers 
of growth in the past 30 years have been deregulation, the impact of technology 
and the innovation of securitization.  They have fuelled growth in private debt 
and equity.  The emerging markets may help boost growth, but otherwise it is 
difficult to see where the growth will come from over the next few years.”[3]

[1] Mark Mobius, Insight, Emerging economies set to play leading investment 
role, Financial Times, Thursday, June 11, 2009.
[2] Financial Times, Monday, June 8, 2009.
[3] David Oakley, “McKinsey signals lower growth era,” Financial Times, 
Friday, September 25, 2009.

Decoupling – A Tectonic Shift for Emerging Markets



Other analysts are not as enthusiastic about emerging markets as a group.  
According to James Poole, global head of emerging markets research at 
HSBC, “It is no longer as straight-forward for investors as it was before the 
credit crisis when emerging markets rose and outperformed the western 
markets.  Investors have to be more selective, look at valuations and the 
domestic factors that drive economies.”[4]

[4] David Oakley, “China poses questions for Bric economies,” Financial 
Times, Weekend, June 27-28, 2009.

Decoupling – A Tectonic Shift for Emerging Markets
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Ad hoc Disclosures
Annual General Meeting of Shareholders

Annual Report
Calendar of Disclosures

Conference Calls
Investor Day / Meetings / Presentations

Newsletters
Press Releases
Road Shows
Share Price

Investor Relations Mechanisms
Best Practice Examples



Ad hoc Disclosures

Other Investor Relations Mechanisms



Changes to Management Board / Bond Issue 
TPSA

E-mail sent on 
September 13, 2009.  

Includes hyperlinks to a 
regulatory 

announcement on each 
issue in pdf format.



Interim Financial Statements as of June30, 2008
VINCI



Annual General Meeting of Shareholders

Other Investor Relations Mechanisms



Other Investor Relations Mechanisms
Annual General Meeting - MOL

English-language homepage
www.mol.hu/en 



Other Investor Relations Mechanisms
Annual General Meeting - MOL

English-language Investor Relations page



Other Investor Relations Mechanisms
Annual General Meeting - MOL

Three clicks from the English-language homepage 
to an archive of General Meetings



Other Investor Relations Mechanisms
Summons to Annual General Meeting 2008 – UPM-Kymmene



Annual Report

Other Investor Relations Mechanisms



Annual Report

The annual report is largely influenced by local legislation.  
However, listed companies should use the report as an investor 

relations mechanism.

For examples of best practice, please refer to the award-
winning companies from Investor Relations magazine and from 

the Baltic Market Awards.  See 
http://www.nasdaqomxbaltic.com/?id=3261621

Other Investor Relations Mechanisms



Calendar of Disclosures

Other Investor Relations Mechanisms



Other Investor Relations Mechanisms
Calendar of Disclosures – TEO LT



Other Investor Relations Mechanisms
Calendar of Disclosures - TPSA



Conference Calls

Other Investor Relations Mechanisms



Other Investor Relations Mechanisms
Conference Call - TPSA



Investor Day / Meetings / Presentations

Other Investor Relations Mechanisms



Other Investor Relations Mechanisms
Investor Day – IR Global Rankings | Monthly Newsletter – 1-2/ 2010



Other Investor Relations Mechanisms
Presentations - Krka



Newletters

Other Investor Relations Mechanisms



Other Investor Relations Mechanisms
Newsletter – TPSA

E-mail sent on September 21, 2009.  Includes 
hyperlink to weekly newsletter in pdf format.



Intel Maintains Investment in Corporate Responsibility
May 20, 2009

Safeway Publishes Annual Corporate Social Responsibility 
Report

May 13, 2009

Cereplast Reports Second Quarter 2008 Financial Results, 
Provides Business Update

August 14, 2008

Other Investor Relations Mechanisms – Press Releases



Other Investor Relations Mechanisms – Intel Press Release



Other Investor Relations Mechanisms – Safeway Press Release



Other Investor Relations Mechanisms – Cereplast Press Release



Road Shows

Other Investor Relations Mechanisms



Road Shows

Other Investor Relations Mechanisms - SEE Regional Roadshows



Share Price

Other Investor Relations Mechanisms



Other Investor Relations Mechanisms – Share Price


