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The Roles of Financial Reporting and FSA

! The role of financial reporting

---------------------------------------------------

he role of financial reporting analysis

—

' The role of financial reporting by companies
is to prowde information about a
'company s performance, financial position,
i and changes in financial position that is

i useful to a wide range of users’ in making

| } economic decisions.

Using the information in a company’ s
financial statements, alone with other
relevant information, to evaluate company's
ast performance.

©
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Major Financial Statements

Income Statement

Presents a company’ s current financial
position by disclosing the resources the
company controls (Assets) and its obligations
to the other creditors (Liabilities) at a specific
' point of time.

i Reports on the financial performance of the
i firm over a period of time.

Cash flow Statement

: Reports the company’ s cash receipts and
| payments over a period of time.
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Supplementary Information

Supplementary Information
1. MD&A
2. Auditor's report

i + 1.Unqualified opinion (clean opinion): Free i
i : from material omissions and error. i
ther Sources of Information : EZ.QuaIified opinion: If statements make any |
Interim reports i i exceptions to the accounting principles. i

Webcasts (' #%) i i an opinion due to scope limitation i
! u4Adverse opinion: If statements materially |

E | | depart from accounting standards and are

i | } not presented fairly. i

Press releases (¥7EF)
Conference calls (EBiFEIN)

o)
1.
2. Proxy statements (BRGRZFEIEH) ' 3.Disclaimer of opinion: Unable to express
3.
4.
5.

R |
1 RIARIDIZIEAINES i
2. AT EITEIIEIZ, B |
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Standard Setting Bodies & Regulatary Authorities

TS SS S SSSsosssssssssees '
'
: IASE <IFRS= :
: AR SEREIET R FASB <US.GAAP> "
0
| :
: '
! Form S-1 WEEETEICH :
| '
: Form 10-K =B [
! SEC SECHREELLE{4E :
| Form 10-Q =g i
| ety 1= ]
: &EM*“IEiW*u E%m*ﬂ Form DEF-144A B mEstds |
i W EL :
0 FEiresEaFl= '
! |
: IosSCO =1-B*r BEEmEsasFE,. 53F0==0E :
| P ERSERS !
0
| |
: |
: <IFRS>9iaE "
'
| '

-----------------------------------------------------------------------------------------------------------
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Qualitative Characteristics
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Verifiability TI3HIEE M E=AEH—EEEE
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Timeliness FAtE

Understandability TR
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Relevance f835tE SEExHEEmEaEERE (materiality)
EFmEHIT Complete 522544 HAEELNCEE
Faithful representation acssiA Neutral Fo{EMHE TeEEEEs
Free from error /S WEEETER
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Effective Financial Report
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Format of Income Statement

Income Statement

Net revenue
—-COGS

Gross Profit
—SC&A

Operating Income

+/—Qther gain or loss { Non operating item |
+/=Unusual or infrequent items

EBIT
—Interest expense

EBT
—Income tax expense

NI { Continuing operations )

+/—Income from discountinued operation | net of tax )

Net Income

1)

SIS

i'1.UnusuaI or infrequent items
R AR SIEIRE, EEERETIR,
B KEIE~RE. REEERES,

2.Income from discountinued operation
EEIREWEEHSEE BRI, ERE5I.

BEh: |
1. P B T R AT ;
2. FERAOR B—EESE! ;
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Revenue Recognition — General Principles

Identify the contracts with a customer

Identify the separate or distinct performance obligations in
the contract

Revenue Recognition Determine the transaction price

Allocate the transaction price to the performance
obligations in the market

Recognize revenue when the entity satisfies a performance
obligation



EPSHYItES =, BUE

Calculation of EPS

NI — R 5e Al

Basic EPS =
asie MR RATESM I8 R 5

NI = AR + AT B AR S RUBOR] + aT B A (1-Tax)

Dt S RO R TR AN B IR, + T e e P AIT] + T GREE BRI + Bk I I

| Attt ettt ettt ] ]
| BRI A E R L. | R |
BT, KESTR. FRABENZANRGIATE | [ FUME=X ASRENATRE=S ; ATNE |
| J. PRSP MRS NP |
! Basic EPS > Diluted EPS E

?%%55'%&'- """""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" |
1. EiEBasic EPSHNEIE, FHEE NI FHIRRERIIIFMEIR. !
| 2E42Diluted EPSEYEIXL, AIRIRFEERE, HIN/SUEFERANNEEHIRE. :



Comprehensive Income

iCRHOCIRRYERTR

1 SMPIREIREER: (franslation G/1)
2Hl=iRiTETE (cash flow hedging derivatives)

U.S GAAP

AL SEERSE
3. [{EHESRIZ (AFS) FFRSCHINIEEIR:
4. DBFESIHHIAHEEIRE
LA AT + EfnER T ERKEEHNEGIRE
IFRS (revaluation surplus)

EERAR: 0
1. BRGAKGEIT BT =
2. AT NOCIRIEREHIN (EPrAEN &SSEFENHEREEINIL, ERRAENRS—IN) :
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Classification of Financial Assets

e e |
1 |
| s33 =Y gErr 3R
1

1 |
i Held-to-Matu rity J/J:\ﬂ.kﬁ ]%Ej] Eﬁ%‘%ﬂ%ﬁféu,ﬂﬂ El‘Jﬁ %j:b1%z% i
| BEEINemE A e ;
: :
i Trading Security AVLEERRR D B RS E SRR (RS i
, RS RAT - o :
| i
I Avaliable-for-sale . e I

o S NENXBEREE R S

) ) 1

 ERSRATS RNEE T S AT



ErlEARITE SNEE

Measurement of Financial Assets

Held to maturity Trading Avaliable for sale
securities securities

i Recognition Amortized cost Fair value Fair value E
i on the B/S i
| Unrealized G/L  Not reported I/5 ocCl §
§ Realized G/L /S 1/ /S i
EEAR:
L BRASERRRAANINTR, FMEcERSH |
| 2. FBUERRTPIRIAE I, W ErE R AmAE R S ttE=s ]



i

Measurement of Financial Elements

Historical cost

Loz

Amortized cost

MERALE

Current cost

MiTRF

Realizable value

A ZFME

Present value

mE

Fair value

afiiE

‘AR

aX
The amount originally paid for the asset.
ey AN Ve =G =)

Historical cost adjusted for amortization of discount/premium.

BB = [ SE A - SERRAIERE FRORTHREEER

The amount the firm would have to pay today for the same asset.

RN ER G —E R NSl EEFN

The amount for which the firm could sell the asset.
it SRS L AEERAERE
The discounted value of the asset's expected future cash flows.

FERE RS SIS E

The amount at which two parties in an arm ‘s-length transaction
would exchange the asset. (Willingness, Knowledgeable,
Unrelated)

hinE SERATN— MERT SR RRE B sERINE

BRARERSYHTE, BRREFSMTERMIEAISN
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U.S. GAAP Cash Flow Classification

Cash flows from operating activities

Cash flows resulting from major business of company

Inflows Outflows
Cash received from customers Cash paid to suppliers
Interest received Interest paid

Cash expenses paid for ordinary
Dividend received business (salaries, taxes,
advertising...)

Sale proceeds from trading securities Acquisition of trading securities

 EREEI:

B HEEAGERNSMEREENTHDE, ITREREELSEEENDRE

il

-------------
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U.S. GAAP Cash Flow Classification

Inflows

Cash flows from investing activities

Cash flows resulting from acquisition and disposal of long-term asset and
other investments

OQOutflows

Sale proceeds from PP&E, intangible
assets

Sale proceeds from non-trading
securities

Principal received from loans made to
others

BRI
 EAEENEENS ESEAN TS, HERER

Acquisition of PP&E, intangible
assets

Acquisition of non-trading
securities

Loans made to others
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U.S. GAAP Cash Flow Classification

Cash flows from financing activities

Cash flows resulting from transactions that affect firm’ s capital

| |
| |
] ]
| |
| |
] ]
| |
) )
! structure !
) )
) )
! Inflows Outflows !
) )
) )
i Principal amounts of debt issued Principal paid on debt i
] )
) )
! Proceeds from issuing shares Payment to repurchase shares !
| |
] . g !
: Dividends paid to shareholders !
| |
i :

s E: §
 ERTERGERASHEESEENTHNE, HEREEUEEENS L :

--------------------------------------------------------------------------------------------------------------
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IFRS Cash Flow Classification

i |
| |
| ]
i |
| |
| ]
i |
: )
i Interest received CFO CFO or CFI i
: )
| ]
i Dividends received CFO CFO or CFI i
i i
|
i Interest paid CFO CFO or CFF !
: )
| ]
| Dividends paid CFF CFO or CFF ;
i i
|
: Taxes paid CFO CFO,CFI or CFF :
i |
E )

BRI . i
| EFREN FRIERD K UREAGERE, HEFER !

--------------------------------------------------------------------------------------------------------------



CFORgitE—Hi%X Shibits

CFO Calculation — Direct Method

T T T T T T T T T T T T T T T T e mmmmmmmmm—m— I
| |
! CFO Calculation by Direct Method (—lIZMq3%) !
| |
1 . 1
i Cait reaelve ety Beginning A/R + Net sales — Cash received = Ending A/R :
| customers !
i ) : : Beginning A/P + Purchase — Cash paid = Ending A/P i
i Cash paid to suppliers Beginning Inv + Purchase — COGS = Ending Inv i
! - Cash paid to — : : :
i empIcI)oyees Beginning wage payable + Wage expense — Cash paid = Ending wage payable i
I ]
i - Interest paid Beginning interest payable + Interest expense — Cash paid = Ending interest payable i
l l
i - Taxes paid Beginning tax payable + tax expense — Cash paid = Ending tax payable i
1 1
i .
i = CFO i
L e o e [

|
L

EEH: E
CFOEZZHNITREERE RSERETH—ZIRIN, :



CFORIT E—iE RS

CFO Calculation — Indirect Method

[ e e A
i CFO Calculation by Direct Method (—IZP93%) i
| 1
| Cash received from . o I
: CUStOMers Beginning A/R + Net sales — Cash received = Ending A/R :
I I
- : : Beginning A/P + Purchase — Cash paid = Ending A/P !
l Cash paid to suppliers Beginning Inv + Purchase — COGS = Ending Inv l
: - Cash paid to o e ]
i employees Beginning wage payable + Wage expense — Cash paid = Ending wage payable i
| 1
i - Interest paid Beginning interest payable + Interest expense — Cash paid = Ending interest payable i
| 1
i )
: - Taxes paid Beginning tax payable + tax expense — Cash paid = Ending tax payable ]
i i
| 1
! = CFO !
| 1

Er s |
| CFOB 0L B RS S — FIFIR, :
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CFI Calculation

Eh-BE RS

= 4 1

o
=
i3
<
[ETg

CFEERNELERNEININE
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HHME RS

FCFF & FCFE
FCFF=CFO -FClInv+Int* (1 -tax
e —— .
Cash operating expenses
/ \ FCFF =NI+ NCC -WC Inv - FC Inv + Int
Net ﬁxetd captital “”d-"‘%f.’fﬁi‘f::;;ﬁ""‘"" * (1 -tax rate)

\J

FCFF ——»
|

|
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
Interest payments to 1
bond holders :
1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

FCFE = CFO - FC Inv + Net borrowing

Met borrowing from
bondholders

FCFE = FCFF - Int* (1 -tax rate) + Net
borrowing

AR |
i BEREERUERITEAE E
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Common-size Analysis

e R -
i B/S 1/S CF/S !
| |
1 1
1 1
! ;
i Denominator Total assets Net Revenue 1. Total inflows i
1

i (outflows ) of cash i
i 2. Net revenue I
e e e e e e e e e e e e e e e e o o e i o o e e el o o o e o e e e e e o e e o e o o o o e o e o o o o o o o o B o o o B B o o o o o =
i%‘gﬁ‘t



EELLE Shibits

Active Ratio

1
i Activity Ratio i
i * Inventory turnover=COGS/average inventory i
i « Days of inventory on hand=365/inventory turnover E
| 1
I 1
i - Receivable turnover=revenue/average receivable R ERERER, DR TS FEE i
i « Days of sales outstanding=365/receivable turnover BRERTHSF A, XBERNZREIIES E
| TRANATHIRN R, FOEKIAT, |
I Payable turnover=purchase/average payable :
i Number of days payables=365/payable turnover i
i - Total assets turnover=revenue/average assets E
i « Fixed assets turnover=revenue/average fixed assets i
i « Working capital turnover=revenue/average working capital i
o o o o o o o o o o o T o

| FEEmY ;



Liquidity Ratio

T e e 1
| |
) )
! Liquidity Ratio ]
i i
i - Current ratio=current assets/current liabilities i
i * Quick ratio=(cash+short-term marketable security+receivable)/current liability i
i - Cash ratio=(cash+short-term marketable security)/current liability [RBRENl R TE E
! : : : <HITEN SR |
i *Operating cycle=days of inventory on hand+days of sales outstandings 2"3*1*54%53 E
|

I «Cash conversion cycle=operating cycle-number of days of payable He/ e E
|

BRI



L = BB

Solvency Ratio

Solvency Ratio

« debt-to-assets ratio=total debt/total assets

- debt-to-capital ratio=total debt/ (total debt+total equity)
- debt-to-equity ratio=total debt/total equity R EITE
- financial leverage=average total assets/average total equity KEAfE Y Y

ab
He/J.
«interest coverage ratio=EBIT/interest payments

- fixed charge coverage ratio= (EBIT+lease payments) / (interest payments+lease payments)

AR ;
BRI :



BHgEH = U=

Profitability Ratio

Profitability Ratio

r

|

1

|

l

i - gross profit margin=gross profit/revenue
i *operating profit margin=operating profit/revenue
|

I « pre-tax margin=earning before tax/revenue

I o o o
I +net profit margin=net income/revenue
|
|
1
|
1
|
1
|
1
|
1
|
1
|
|

2 BREE N HRENFEAYEE

*return on assets (ROA) =net income/total average assets
return on capital=EBIT/ (total average debt+ average equity)
return on equity (ROE) =net income/total average equity

---------------------------------------------------------------------------------------------------------------
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KBRS — F > BUIEXE
Dupont Analysis — 5 Steps

NI Assets

X

~ Assets Equity

( ROA financial
leverage

NI Revenue Assets
e X X

Revenue Assets  Equity

net profit total assets
margin turnover

A4 \ 4 A4

[ tax burden ] [ interest ] [EBIT margin]

NI EBT EBIT revenue Assets

X X X X

~ EBT EBIT Revenue Assets Equity

burden
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R R

Cost of Inventory

e [ I
| |
| |
: Product Cost Period Cost !
| !
I I
i Expense recognition is delayed until the inventory is Expensed in the period incurred i
| sold (TP HBP—XIABIFCOGS, HiAJZRFD) (HIBNS R ) ;
I I
: - ’
i > Purchase cost less trade discounts and rebates > Abnormal waste of materlal§, labor, or overhead |
] ) : : » Storage costs (unless required as part of !
I > Conversion costs including labor and overhead roduction) !
i » Other costs necessary to bring the inventory to its > Rdministrative overhead :
I present location and condition > Selli :
I elling costs I
L S i
! %?E‘C



RN & SWEE
Inventory Valuation Method

Weighted Average Cost (AVCO) NHSEE9EAfIALAR

i Specific Identification eg: HE, H=E i
5 SHTEIBR A 5
i First-in, First-out (FIFO) COGS: B R NS R A\ S E i
i Inventory: SRrRHAYE R4 = MER A i
; e |
i Last-in, First-out (LIFO) COGS: EF I RAARINE R |
i (US.GAAP Only) Inventory: & SRR A AR BE i
i i |



LSRR

Impairment of Inventory

] IFRS GAAP i
i The lower of cost or net realisable value The lower of cost or market i
I 1
! marketEH : ]
i 1.If replacement cost (RC) > NRV i
: - Market=NRV |
:1 2P NRV=selling price - selling cost 2.If replacement cost (RC) < NRV - normal !
: - gp 9 profit margin :
: Market=NRV - normal profit margin !
: 3.NRV - normal profit margin < RC < NRV !
! Market=replacement cost ]
i If Cost > NRV If Cost > Market :
i W ARE Inventory written down to the NRV on the Inventory written down to the market on I
Ik B/S the B/S :
; -«COGS 1 (1/S) «COGS 1 (1/S) ;
| e AILAGEE], {BRRAEEEREE ARETAFE(E] i
| BRI

-----------------------------------------------------------------------------------------------------------------



B SR =, BIHE

LIFO Reserve & Liquidation

| |
| |
: :
i Pl :
|
|
i LIFO reserve | ; : :
: Pl 1. KA LK LIFO to FIFO Conversion :
: 2, S )
i - *LIFO liquidation «_ » Inventory o = Inventory,ro + LIFO Reserve !
i i
’ |
i *LIFO liquidation: Qg,q > Qpyrehase i
| !
| |
eccccccccccc o e oo oo oo oo oo oo o o o o o o o o - - > > > > > > > > > > > > > > > > > > > > > > > > > > > > > > > > > > > > > > > - - - 3

———————————————————————————————————————————————————————————————————————————————————————————————————————————————



Reading 26
Long-Lived Assets

i3

XB

1]

=



B EERW

Capitalizing & Expensing

SlEES

GOLDEN EDUCATION

)

|

|

E Purchase Reaady for use The end of
: userul life | |
' ! | !
|

l \ J \ J

i | |

i (v Purchase price N Depreciation

! v\ Tax, rfrejght and insurance v’ Repalr and maintenance . Fxpense
: v’ Delivery v\ Staff training

: v Installation

: \ v 7esting ) v Asset Fnhancement Costs

|

|

: $ 4

| . .

i Capitalize Lapliniee

|

L

ifﬁfi:‘:\’.:



iR ZE RS TMCHIE =L UES
Intangible Asset — R&D

Capitalize if
 probable to be
completed
» used as intended

Type of US.GAAP
expendit :
ure i
Research Expense Expense i
Develop  Capitalize if Expense TR T software E
ment » tech feasibility to @ for sales : E
complete The product’s technological i

» intend to use or feasibility is established !

sell @ for own internal use: i



R PLHNZZAIRILLER

Capitalizing vs Expensing

B/S
&
Ratios

/5
&
Ratios

Cash flow
statement

Total assets
Total equity

Leverage ratio
(D/A, D/E)

Income volatility

Net income — first year
(ROA, ROE)

Net income - later year
(ROA, ROE)

Total cash flow
CFO
CFI

Higher
Higher

Lower

Lower

Higher

Lower

Lower
Higher

Higher

Lower

Higher

Same

Lower

EEH:



BRI Gdidn

Capitalizing vs Expensing

I'hree methods to calculate depreciation

Straight—line depreciation:

cos r —residual value

useful life

Accelerated depreciation (Double-declining—balance Method):

Depreciation expense =

Depreciation expense= *(original cost —accumulative depreciation)

2
useful life

Units of production:

output units in the period

Depreciation expense= #(cost —residual value)

life in output units



IR ERINA 53 LU ZE R B2 SLUEES

Tangible Assets - Depreciation Effect

Depreciation impacts in early years

: i
| )
| )
| )
| )
| )
| )
: :
i Depreciation expense Lower Higher i
| )
i Net income Higher Lower i
i Assets Higher Lower E
| )
i Equity Higher Lower E
|

' ROA Higher Lower E
| )
i ROE Higher Lower i
| )
i Total asset turnover Lower Higher i
| )
i Cash flow — Tax Same Same E
| )
| 4

' BEERI:

------------------------------------------------------------------------------------------------------------
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Impairment of Long-lived Assets

- IFRS US.GAAP (two steps)

Impairment carrying value of assets > recoverable amount @ impairment test:

lest carrying value of assets >
*recoverable amount 3t ¥ the Ajgher of undiscounted future cash flow
value in use (pv of future cash flows) #1 Bl & H $i& 45
i @ loss measurement:

carrying value of assets — fair
market value or PV of future CF

| i
| i
| i
| i
| i
| i
i NRV/( selling price-selling cost ) generated by assets i
s s
s s
s s
s s
s s
s s

l?ﬁﬁ:‘:\’.:



BN L= A0 o IEvEE

Impairment Effect

Impairment Effects

Assets Decrease

Equity Decrease

Debt / Equity Increase
Current income, ROA, ROE Decrease
Future income, ROA, ROE Increase

Future depreciation

Decrease
expense
Asset turnover ratios Increase
Cash flow Same

| B i
| B EIRRAVER HBERIIE S RORR, R eIt ;



KRR = BUEE

Revaluation of Long-lived Assets

Cost model

]
i |
| |
£3MEA Cost model !
i US.GAAP E
| i
! B/S: LA fair value iH& i
! ¥ Fair value model "
l ~ Ha SR=] it
i kﬂﬁ? ngl-E p IfS: =i ERm E
: Cost model E
]
| B/S: L fair value & E
| IFRS |
: # Revaluation model ELEG LItAI/S, GEMEZSIRIL, SHEATACI i
]
: Sihe i SGEL - GHEAOCI, LESHIEOCI, SHBATAS i
| |
' ]
' ]
! ]
' ]
: ]
| |

| EERG: i
| BT N ER AN TR R ERNE S i
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Terminology

' Accounting profit ( &tk _EaBLHr A8 )

Taxable income ( FEBLICA, B3R 3 bR 80 M S BLET M )

Amount of profit subject to taxes

Current tax payable ( RBLY, R LA H T )
Tax liability for the current period

Tax base (B4, HH5ME Ly kmHmE")

Pre-tax income, earnings before tax

Income tax expense ( fEWt4-f & b Bag Ar458L 5 A )

1
| |
1 |
| |
1 |
| |
1 |
| |
1 |
: Tax expense recognized in income statement. :
| |
| Deferred tax liabilities (DTL) :
1 |
| |
1 |
| |
1 |
| |
1 |
| |
1 |
| |
| |

A liability caused by temporary differences.
Deferred tax assets (DTA)
An asset caused by temporary differences.

Both DTLs and DT As are presented on the balance sheet, not nefted.

| R }
| SR, MRS |

L ------------------------------------------------------------------------------------------------- -
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Timing Differences & Permanent Differences
» Temporary differences
Differences in tax and financial reporting that will reverse in the future

— Cause deferred tax

* Tax payable < income tax expense — % 23 8k, =ADTL

» Tax payable > income tax expense — 5%V 4 ft, =4ADTA

» Permanent differences
Differences in tax and financial reporting that will not reverse in the
future.
» Doyt cause deferred tax
v’ Income or expernse items not allowed by tax legislation

v’ Tax credits for some expenditures

EEAR: |
| SYPKANE AR ERAR S ;
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Calculation of Deferred Tax

»From the financial reporting—it 41k %

* Carrying value/carrying amount
Balance sheet value of ana assets or
liability

»From the tax reporting—#t. -4k %

*Tax base
Net amount of an asset or liability used

for tax reporting purposes.

Step 1: Identify Carrying value and Tax
base for every asset and liability item on
B/S

Step 2: Calculate the difference two
bases

For assets = Carrying value - Tax base
For liabilities = Tax base- Carrying value
Positive figure * lax rate = DT

Negalive figure * tax rate = DI'A

1|

Step I: Calculate Accounting profit &
Taxable income

Step 2: Calculate Income tax expense &
Tax payable

ADTA = (Taxable income ( 3K ) -
Accounting profit) * tax rate

ADTL = (Accounting profit ( 8K ) -
Taxable income) * tax rate

i RDTARLRDTLE ¥ —F i3k

SIEXE

Balance sheet approach Income statement approach

ERAR:
| 1. EERR S ARSI DTAFIDT LAY e
E_ 2. EEDTA/DTLHYITR



Reading 28
Long-term Liabilities

i3

XB

1]

=



RAERITHRITLE SWEE

Issurance of Bond

. Issued at par Issued at premium Issued at discount

B/S  Bond payable = Bond payable will Bond payable will Increase
face value decrease towards the towards the face value
face value

CF/S  CFF Inflow: bond price ( #47)

CFO outflow: 100(coupon payment)

CFF Outflow: face value ( 3% )

|

)
|

|
= :
" ]
i |
i )
. |
i |
i )
' |
i |
i )
' |
i |
i )
' )
|

)
i I/S Interest expense =Beginning B/P * market rate :

)
|

|
" ]
i )
' |
i |
i )
' |
i |
i )
' |
i |
i )
' |
i |
! )
! ]

By —— |
| 2. BB BT — R S A R AR R |
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Issurance Cost

CAAP Capitalized as an asset
allocated to the income statement as an expense

the initial Bond payable on the balance sheet is

IFRS reduced by the amount of issuance costs

]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
:
Issuance costs < i
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]

EELN: }

| EREAEN XY RITRA IR S A
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Covenants

» Affirmative covenants (%€ sk M1 F 1)
* Make timely payments of principal and interest.
* Maintain certain ratios (such as the current, debt-to—equity, interest coverage
ratios in accordance with specified levels.

* Maintain collateral, if any, in working order. E
» Negative covenants (%] & 7 GE A1 =) E
* Increasing dividends or repurchasing shares. i
* [ssuing more debt . i
* Engaging in mergers and acquisitions. E

EZEHI: E
LIEMER, Sk E |
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Classification of Leases

- IFRS (New Standard) US.GAAP

Finance lease  Al] leases are treated as Finance » Title transfer

* Bargain purchase option

» The lease term is for at least 75%
of the asset's economic life.

lease, except :
1. Short-term leases (those with a

lease term less than one year) » The PV of the lease payments is

2. leased asset is low in value. (< equal to or greater than 90% of

$5000) the fair value of the leased asset
Operating 1. Short-term leases (those witha A lease not meeting any criteria above.

lease lease term less than one year)

2. leased asset is low in value.
(<$5000)

B }
| FTETEEIEXIITM, MRS SEHENRE ,
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Accounting for leases —Lessee (IFRS)

m
Lease

Right-of-use= Leased Payable = The lower of the

No effect
Inceptmn PV(future lease payments) or fair value of leased asset)
Leased asset: Depreciation over lease term.
B/S Leased liability: Amortized cost

Periodic (Beginning lease liability + Interest expense
— lease payment = Ending lease liability)

Recognized as

1/S Recognize interest expense and depreciation expense
- .. rental
Periodic In income statement .
expense
Cash flo Interest expense: CFO & CFF CEO

Principle repayment: CFF

]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
No effect i
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
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Accounting for leases —Lessee (US GAAP)

Right-of-use= Leased Payable = The lower of the PV(future lease

i i
! ]
|
: B/S :
| : payments) or fair value of leased asset) :
I Incept '
PHON  No effect '
| |
E Leased asset: Depreciation over lease [ Syl Aaant (Mo nemd !
) term. : )
i B/S Leased liability: Amortized cost 1 coptsciata) :
- - - . - g .
" Periodic (Beginning lease liability + Interest Leased liability (No !
i expense : S need to amortize) :
j — lease payment = Ending lease liability) !
: s Recognize interest expense and REcotibized e rentsl i
) o depreciation expense in income 9 |
: Periodic expense "
. statement . !
! ]
' Interest expense: CFO |
|
i ARl How Principle repayment: CFF SLAS E
e e e e e e e e e
| R R S D T TR S L L R L L T L R T TR L (T T R L T T R (Y L L Y R TR L L T R T T R (TR R R —— ——— 1
| FEER: i
N . oege =
| BEIEIT IR —FLease liability SIKENMEFES —SFAIFISEH !



S5 % — HEARE Gt

Classification of leases — Lessor

FRS (Lesior) | UsS. GAP | Lesor
Operating Lease Operating Lease Operating Lease

requirements are not satisfied)

Capital Lease (Revenue recognition

Finance(Capital) Lease ~ Finance Lease Operating Lease (Revenue recognition i
requirements are satisfied) i

---------------------------------------------------------------------------------------------------------------

| R |
| ERSI AR, THREDT i
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Accouting of leases — Lessor

_ Operating Lease

i B/S Assetsit fELessorf1 ik & L : E
: Leased assets ( At inception ) E
| Carrying value of Leased Assets = Original value of leased assets i
- AD (Periodic)

I/5 Report Rental income: Lease payment
Report Depreciation
CF/S CFO inflow: Rental income

T |
| ERS AR, TR i
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|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
:
! At
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
L

HENSITLIE —

HHARE

Accouting of leases — Lessor

_ Sales — type Lease Direct — financing Lease

B/S
At
inception

/S

inception
I/5
Periodic

CF/S

EEH:

Remove Assets; Recognize lease receivable

Lease Receivable = PV (lease Lease Receivable = PV (lease

payment ) payment )
> Carrying value of leased assets = Carrying value of leased assets
Profit = Sales —-COGS No profit

=Lease Receivable — Carrying value
of leased assets

Interest income= Lease receivable X Interest rate

CFO inflow ( Interest income )
CFl inflow [Repayment of Principal(lease payment — interest income from
lessee)]

B REEE o R SR R S A E iR s A SRR X B
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Classification of Pension Plans

Defined contribution plan Defined benefit plan

A company contributes an agreed—-upon A company makes promises of future i
(defined) amount into the plan. benefits to be paid to the employee i
during retirement. i

The employee take all investment risk The employer take all investment risk

---------------------------------------------------------------------------------------------------------------

Notes on DB plan: i

Y. net pension assets/liabilitiesit AB/S; | i%ﬂ%* eigHEIADB PlangigMko =t
I TN e il oo it

actuarial gains and lossesit.fEOCIH. . !

|
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Financial Reporting Quality
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Financial Reporting Quality & Earning Quality

Financial Reporting Quality

Low High

HIGH financial reporting quality
makes assessment meaningful.

High
Earnings quality impedes value of the company.

Quality assessment of earnings | HIGH financial reporting quality
quality. makes assessment meaningful.

Low
LOW earnings quality reduces

value of the company.

LOW financial reporting | HIGH earnings quality raises i

---------------------------------------------------------------------------------------------------------------
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Financial Reporting Quality & Earning Quality

(a)Within GAAP 1

(b)decision-useful
(c)sustainable and
adequate return

S
(a)Within GAAP W

(b)decision-useful

(c)not sustainable return
J

(a)Within GAAP
(b)biased choices

(a)Within GAAP
(b)earnings management

P _ b
K e Non-compliant
GAAP

( Fictitious
L transactions

| BRI i
| SRR RERRIHESR SR |
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Overview

R31 Corporate Governance and ESG ]

— P R32 Capital Budgeting ]

— R34 Measures of Leverage ]

“— R35 Working Capital Management ]

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
:
i Corporate Finance P R33 Cost of Capital ]
! .
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
]
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Corporate Governance and ESG
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Corporate Governance

i Stakeholder: : i Principal-agent relationship: i
i shareholders, i : Shareholder vs. Manager/Director i
. ! creditors, i i Controlling shareholder vs. Minority shareholder !
i board of directors | i Shareholder vs. Creditor interests i
i customers, i ! i
 suppliers, : :ZZZ:Z:ZZ:Z:Z:Z:Z:ZZ::Z:Z:Z:Z:Z:ZZZ:Z::ZZ
' ' employees, i ' Board of directors committees: i
i government, ! i Nomination committee i
: others who have an interest in the E i Audit committee i
! | company E i Remuneration/Compensation committee |
 EEA: ;
V1. TRRABINFIERERE :
| 2. T R AT AR = i
3. THRESESIVAERKRE TEZRAYEREE l
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ESG Investing

' Positive screening/ Best-in-class approaches
i Impact investing
' Thematic Investing

ustainable investing i 1 Negative screening
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Capital Budgeting
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Principles of Capital Budgeting

L i
i Included in Incremental CFs Excluded in Incremental CFs i
i After tax sunk costs i
i Opportunity cost financing costs E
I cannibalization (negative effect) I
i Externalities — I
: synergy (positive effect) !
e S —— -

BB

E1 BRI EN SR EEEEIAETEEEAISE

| 2. FUESHIRAA, SMEBME, TURA, BRERANHIEE
i 3. BBt SRR P ARIER
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NPV&IRR

e ) =

1
i Net Present Value (NPV) Internal Rate of Return (IRR) :
| 1
i Definition NPV = PV(inflow) - PV(outflow) The discount rate that makes NPV = 0. E
| |
) - _ o . 5% CF, NPV =0 = CF, + — Ch__, +th '
| Calculation | NPV =CF + =i+ oFn8s bt oo °TAFIRR) (1+IRRE T (11IRR)" ]
! i
1 . . 1
: Y = 6 uinderEle is pred IRR > cost of cap!tal, undertake the project . |
I Rules : IRR < cost of capital, should not undertake the |
i NPV < 0, should not undertake the project. : I
| project. ]
! o ]
i o : Pros: reflect profitability. I
i Pros & Cons Pros..o.llrectly rgflect exp.ected iz ©F [pig et Cons: multiple or no IRR. unrealized :
I Cons: ignore size of project. : . l
: reinvestment assumption. !
1 1
i Conflict Mutually exclusive projects — Stick to the NPV rule i
| BRI \ |
1. SRITEESITENPVIRR 2. NPVHIIRRFZ/AZBRITR R !
| 3. B—INE, FMREES 4. ZAINE, EEP— l
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PB&DPB&PI
(N e i
| Payback Period (PB) ST |
E Discounted Payback Period (DPB) Azl et ) i
l Definition Number of years to recover the (PV of) Present value of future cash flows divided by |
E investment cost. initial investment. i
i . pj= PV of Future CF i
i Calculation B CF, E
! . i
| Rules No decision rule like that of the NPV or IRR. It PI > 1, then ac.cept/lnv.est. ]
! If Pl < 1, then reject/not invest. ]
i Pros: reflect liquidity. I
] Pros & Cons Cons: ignore time value of money (be modified | Pros: reflect profitability. ]
i by DPB). ignore the CF beyond PB/DPB. ignore Cons: The absolute NPV is ignored. i
l project’ s value. l
P 5t ]
 ERR: ;
i 1. 1+&PB, DPBF[PI :
} 2. BRFRSMID ARIER = :
| 3. SRR IR ;
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NPVEI&GRZ =
NPV Profile

IRRB = 10% > IRRA = 8%
When R < 4%, NPV, > NPV,

|
! [
1 1
| |
| |
| |
1 1
i 150 :
| Project A i
: 120 ]
| |
l Crossover rate: NPV of project A and B are equal at 4%. :
i ~ i
, |
] Project B i

|
I I
: IRRg !
! Discount rate % i
| 4% 8% 10% !
o o o e o e e !

TRRLL:

2. 1TEHCrossover rate
3. BRFAAN R IR T I E AYISE

1. BRfEfE, A RIS X E

ne - ,g —~n
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Cost of Capital
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GOLDEN EDUCA TION
Basic WACC Concepts

T T e mmmmm—m—m—m—m T
: WACC = Wd*Rd*(1 — t} + Wp*Rp + We*Re I
- :
| 1
| i 1
: YTM 1
1 i Cost of Debt 2, :
: f —\  Debt Rating I
- : I
I | |
1 f I' Cost of Preferred Stock = Rp = Div/Price :
| | = 1
: | N CAPM ©  E(R) = Rf + B [ E(Rm) - Rf] I
: WACC |- | — :
! ' | Cost of Common Equity ©/ DDM © Re=(D1/P0)+g i
| b — 1= o, 1
| \ 5
I , |\ Bond Yield plus Risk Premium Approach ©  Re = Rd + Risk premium :
| [ X = I
! \ I
: - Target Capital Structure [
\ . |
I II |
I | Forecast Capital Structure :
| [ [
: | Weight (W) |4  Current Capital Structure :
| | 1
: |\ Comparable company's Capital Structure [
|
e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e o o o o o o o o o o o o o o o o o o o J

 WACCATEF 2. BRSSO |
R R BRSBTS R 4, (RET B EREE ST E :
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Pure-Play Method

BRI S AT §
BRI FIZATATAI7E :
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Flotation Cost

--------------------------------------------------------------------------------------------------------------

Method 2:
educt the flotation cost from the initial cash flow of projects.

Q.

i F/f: flotation cost by dollar/percentage. i

EEAR: i
1. BB AR A AOIE IS |
| 2. B RITRA =
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Country Risk Premium

R e B X IS T Sy da B A b i 22
LRCE 1 X BT v i 6 Jie A 1 X 5t 23 T 32 48 O R A b 1 22

Ey 5 |
| 1 B R R E RGN |
| 2. T EERERUNRIRN |
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Optimal Capital Structure

1
= i
i Project Risk & Discounted rate !
| !
I I
I I
: Project Risk > Company's average Project Risk < Company's average i
|

I I
| 1
I I
i Subtable discount rate Discount rate > WACC Discount rate < WACC E
| |
I i
I I
I If Not Overvalue Projevt's NPV Undervalue Projevt's NPV I
S i
Y

1. BRI B K R A AR B R ;
| 2. BRSBTS EIRENPY E
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Optimal Capital Structure

Project IRR

Cost of capital
(%)

[ON

MCC

New capital

Optimal capital budget

raised/invested

50 EIOSEEE%*DI\/ICCE@EAMWRM
 FNERNARSENRENVE
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Leverage

[ o e e e e -
1 |
1 3 L3 L3 I
i Definition Formula !
] ]
1 1
1 |
I . ; I
! Created by fixed operating cost (e.g. depreciation _ Percentage change in operating income _ _Q(P—V) !
' DOL e e svynits gold o(P-V)-F ]
i and rent). ercentage change in units so "
= !
I I
1 |
| i |
. . . . b [ o 4 at 1 ¥, =Y ) P —_ [{ e F I
i DFL | Created by fixed financial cost (e.g. interest). DFw— Cocentage change N et fgomie O ~k) K] :
I Percentage change in operating income [Q{ P— ,;,-] -F - C'] :
| |
1 e e e |
I A measure of the sensitivity of . , l
1 . h . h b f . DTL = Percentage change in net income o(p - I*] :
: DTL net income to ¢ anges in the number of units B Percentage change in the number of units sold % Q{p_p)_ F-Cc 1
: produced and sold. !
e e T et

' EERI

| 1. :HEDOL. DFL. DTL
2. SRR R -
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Breakeven Points

e [ [ 1
| |
I I
' Breakeven Points Operating Breakeven Points .
| 1
i |
, : : : ,
 The breokeven point QB isthe numberof | I oPereing reokeve point Q0BE s he
i Definition | units produced and sold at which the : L : i
I ; . . the company’ s operating income is zero. I
: company’ s netincome is zero. :
) I
| F+C F |
I + : I
. =e T ) =
E Formula Uge P_1 COBE pP_y i
1 |
e U
FEEZRHN:

1. ITERSHYE RS ERS I ER
2. PR S e SR E RS EH XS
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Working Capital Management
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Sources of liquidity

Trade credit,
Bank lines of credit,
Short-term investment portfolio

econdary sources of
iquidity

= Wn

Negotiating debt contract,
Liquidating assets;
Filing for bankruptcy protection and reorganization.



EELLE Shibits

Active Ratio

«Inventory turnover=COGS/average inventory
*Days of inventory on hand=365/inventory turnover

*Receivable turnover=revenue/average receivable
*Days of sales outstanding=365/receivable turnover

Payable turnover=purchase/average payable
Number of days payables=365/payable turnover

- Total assets turnover=revenue/average assets
- Fixed assets turnover=revenue/average fixed assets
«Working capital turnover=revenue/average working capital

EEAR:
 EEEEE
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Liquidity Ratio

«Current ratio=current assets/current liabilities
*Quick ratio=(cash+short-term marketable security+receivable)/current liability
«Cash ratio=(cash+short-term marketable security)/current liability

«Operating cycle=days of inventory on hand+days of sales outstandings
«Cash conversion cycle=operating cycle-number of days of payable

I R |

O N N N N N BN BN BN BN BN BN BN SN SN BN BN BN N N N BN BN BN BN SN B BN BN BN BN BN N N N BN BN BN B S BN BN B BN BN BN BN N N BN N B BN S BN SN SN B BN B BN BN N BN N BN BN S B SN SN BN BN BN BN BN N BN N B BN BN B B BN BN BN BN NN N N B



SEHRIS A = B

g f

Short-Term Yields

|
| |
| |
[ F Value—Price , 360 !
| Money market vield=-—" "2 _ * :
[ Price Days !
) I
| i
) F —Price , 365 '
: Bond equivalent yield = ace value —Price , ]
: Price Days :
I I
| i
F lue —Pri 360

i Discount —basis  yield = dqee vamem TTICC s E
: Face value Days |
D e e e |
| o . TTTTTTTTTTmTmmmmmmmmmm e e '
| SRR
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Cost of Trade Credit

L =
| 1
| 1
i Definition The cost to the company of not taking the trade discount. I
| i
i 365 i
o/ 1 :
i Formula Cost of trade credit=| 1+ /)dIS.COUI’]t cavs past discount -1 E
| 1-%discount |
) )
: . If the company's cost of funds or short-term investment rate less than cost of ]
i Evaluation ; : ]
: trade credit, the company should take the trade discount. |
1 ______________I
EEHN:

i 1. 11ECost of trade credit i
i 2. IRIBITEERIAE, MEBIEBIIRESEIRRE :



CFA—4§
Equity

1]

W3X

=



A L,
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Overview

— P‘ Rab Market Organization and Structure ]

— P R37 Security Market Indexes ]

R38 Market Efficiency l

R39 Overview of Equity Securities l

— * R40 Introduction of Industry and Company Analysis ]

G P R41 Equity Valuation: Concepts and Basic Tools ]
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Market Organization and
Structure
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Interest Functions of Financial System

----------------------------------------------------------------------------------------------

i  Achieving Entities' Purposes in Using Financial System
'« Determining Equilibrium Rate of Return
i « Capital Allocation Efficiency

| BB i
E1EEAW,@§ﬂ?%mm%,%U%ﬁ%WT !
| 2 BERAERIE—NNAEETEERSNZRE, BEEAN (ZERIENEBTERSHIES |
| TSRS I AR, ) :

.............................................................................................
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Broker &Dealer

| e 1
E Broker (242r3) Dealers ({fitbi@) i
E Definition | help clients buy and sell securities 2] OF SElling e Gusl e i
. Inventory .
i profit commission bid-ask spread i
EEAR: ';
V1. ERLOHIHHESENR N, !
| 2. ERECHIIMHRNNTL, FREESEASSRBIARRMERIEES :

.............................................................................................
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BEREL) = BUAE
Assets and Contracts ~

Equities
# Securities Fixed Income
Pooled Investments
Currencies
Assets

Commaodities

Real Assets

Assets and Contracts

Forward
Futures

Contracts |- sSwap

# Option

i%?)?%i?j@%ﬁ\ﬁ%'éﬂﬂﬁf, EAFI R D RO EFIRIE, MENGEEHEREER
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Markets
e e 5 |
i Money market 5837 liquidity, maturity < 1year E
i {EMaturity 33 . \ . E
: Capital market FAT maturity > 1 year :
1 |
i Spot market BEPHAm% —FRhE —FRE i
| $&Delivery$y !
| Forward market ;EHr3% WS BRERE, SREbRAE |
1 |
i i
I Underlyi Traditional market {E4:153& 1% stock, bond, mutual fund... I
I nderlyin I
i ;assetﬁés ° hedge fund, PE, commodity, real assets l

. [ R S YA D I I I I
!_ Alternative market B35 E& % collections i
AR

| SRR AR %
| 2B M R AR BRI
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Markets

Initial Public Offerings (E/RAFFEIT)
Public Offering
' | Seasoned Offering (I8%)

l Primary markets | Dividend Reinvestment Plan
Private Placement

Rights Offering

[}
- )
| |
! ]
| |
| |
! ]
| |
| |
! ]
| |
| |
! ]
| - -— ]
: - -
]
] - - -
| Security issuing methods | Call market (SEAENTHF) |
: Trading Sessions : [
" == “—  Continuous trading market (EE=TRE) :
' :
- )
| - i |
! '
| |
| |
! |
| |
| |
! |
| |
| |
! ]

SECDHdEI’y markets #r Quote-driven markets (B IR=rRE)

Execution Mechanismns -/ ¥ Order-driven markets (533K

Brokered markets ($S:2Ra7EH)

AR i
1 BRI RAARIRI LY :
2. XD NFRITFIFAS AITRYFHNSE ;
3 BRI A S AR A |
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Underwritten &Best Effort Offering

Underwritten offering Best effort offering

Investment bank bears the risk of buying the | Investment bank is not obligated to buy the
unsold portion of securities unsold portion of securities

Investment bank prefer the issue price be set | Investment bank sets the issue price as high
low as possible

SR RETIRIAY, SRS
BRSO, DB B
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Call Markets &Continuous Trading Market

BRERIEZWLAMETST | EXFAERAEE—RTR, T

Continuous trading market

| |
Advantanges Disadvantages i

I

NS S EIERIARE S X e N ; == :

1

1
1
1
1
1
1
1
1
I
i Call markets = X
1
1
1
1
1
1
1
1

R B35 TERS
EmAx: §
1. SEERA AR :
2. BERATIHONT, SRR AR i



Position

E Long Position (k) i E Short Position (===k) |
| SRR Bk, BT EHKERA, BT BRL, A TRERAL. :
VRVE: BN, BKINBSEH, BEENEA. | ERMED SRS, PENE(RANSEE, BREREA. |

i Maximum profit: 1IEZ55 i Maximum profit: SEHf}
'MaX|mum loss: #IRIRAN (XPEER) 'MaXImum loss: 7555 (XUFETCIR)

————————————————————————————————————————————————————————————————————————————————————————————————————

-----------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------



HE R TR S T = BHE

Position of Option & Underlying

| “EIZOIR: long/callAIE, short/putht
| TR - > EERE, RRSE, ERS

------------------------------------------------------------------------------------------------------------

A
, Vi Dot |
) Type of Option Option Position Unde.r ying osition !
: (underlying risk exposure) :
! I
| Call (B3I Long Long ;
| |
i i
| Call (BRI Short Short |
1 1
: I
i Put (BEXHEAN) Long Short E
| |
1 1
i Put (FERHAN) Short Long i
! I
r - - - - - - - )

]
2



BS
Orders

i Basic Instructions:
« what instrument to trade (¥5AY)

i  whether to buy or sell (751m)
{+ how much to trade (¥(&)

-

: Additional Instructions

i Execution instructions (J117IES)

how to fill the order

1 Validity instructions  (BI3#4ES)

when the order may be filled

| EEGI:
| BERERRTIE TR SIE S HINISR

how to arrange the final settlement of the trade



=S \?v—vﬂﬁﬁﬁ

GOLDEN EDUCA TION

W Market order
r Limit order

All or nothing order

— Execution instructions
. Hidden order

Iceberg order

Day order

Good-till-cancelled order
.- G : ' Immediate or cancel order

— Validity instructions  --

Good-on close/open order

# Stop order

—| Clearing instructions

| BB
| BRER, FREFESIESERTIMIIECERRNMIES
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Security Market Indexes

1]

W3X

=



2N
\
JSENIILE = EUEE

Index Weighting Methods

[ Price Weighting l

[ AEFSEAEMI A }-T:— Price Return Index

|

|

]

|

|

]

|

|

'

!

[ Market-cap Weighting | ; , '
) !
|

|

]

- |
[ Fundamental Weighting | .. . '
|

'

]

|

]

]

|

]

]

|

]

]

{ EFEEHAFM . } Total Return Index

[ Equal Weighting I "

B vy 5
| 1. BERRTE S ER T B AIPIFRERE . price returnftotal return; |
| 2 BRI ISR RIIAIIRYTE, BRSO WIIER |
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Index Weighting Methods

Price Weighting Equal Weighting
¢ Advantages ¢ Advantages
« Simplicity « Simplicity

« A stock split in any one security causes
arbitrary changes the weights of all the
constituents' securities.

« High price stock could be overweighted.

Large-Cap securities are underrepresented.
Small-Cap securities are overrepresented.

Maintaining equal weights requires
frequent adjustments to the index(i.e.
rebalancing).

E ¢ Disadvantages ¢ Disadvantages |

ERBI:
| FIRINSGRRIOER RRTEL
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Index Weighting Methods

& Features

'  Advantages E
- Value Tilt (M EFY): Weight (value stock)

« The constituent securities are held in

proportion to their value in the target

i > Weight (growth stock)
market. E

 Contrarian Effect (;&&5%h7): higher price,
% Disadvantages ___I_q\fv_e_[_vy_e_i_g_kl’g_a_r]gl_y_ig?_\_/_e_rf_a ___________________

Overweighting stocks that have risen in
price and underweighting stocks that have
declined in price.

ERBI:
| FERIIBG AR R LU LAR F B R
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Index Management

e [ ;|
E Rebalancing (F3i#) Reconstitution (ZEf3) i
| |
i i
I I
1 0 c c 5 1
| Definition adJusfclng i HEligiie O 4 SersliER: changing the constituent securities in an index.1
! securities. j
I I
| 1
: @ Price-weighted : no need for rebalance : !
| ¢ Market—Cgp—weighted . rebalancing TEllEE: ENEIERS T e (e el :
: Purpose themselves automatically (banI_<rpptaes, de-listings, MEergers, !
: : . : acquisitions, etc.) or to reflect the judgment of |
. € Equal-weighted : requires most frequent : : |
. ; the selection committee. .
L chmendng )
| ERHN: i
1. SRR TS EEY ;
| 2. EERMENENUARARIISGE FEFHEEINEN !
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Uses of Market Indices

Benchmarks for Actively Managed Portfolios (I &ZIRRMBSEITE)
o = R (actively managed portfolio) - R (passive managed portfolio)

Model Portfolios for Investment Products (f&2if52089I2RAEHS)

Proxies for Measuring and Modeling Returns, Systematic Risk, and Risk-Adjusted

Performance (EEmiatIREEfIXEEFIX S TEEEERIWES)

EEAR: §
| BRSO :
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Categories of Indices

Broad Market Indexes

Multi-Market Indexes

~— W Equity Indexes }-| Sector Indexes

¥ Style Indexes

Too large quantity

) )
) )
) )
] )
) )
) )
] )
) )
) )
] )
) )
) )
] )
) )
) )
] )
) )
) )
| |
)

! = Too little of price data !
! Categories of Indexes ¢ | shetaiemaindass k A :
" Limited liquidity |
) )
) )
] )
) )
) )
] )
) )
) )
] )
) )
) )
] )
) )
' )

Commodity Indexes

REIT Indexes

“— ¥ Alternative Investment Indexes

# Hedge Fund Indexes

BB i
| 1 B AP R i
| 2 ST R R :
| 3 3SR SRR |
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Market Efficiency
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hinif{E VS RTEME

Market value vs Intrinsic value

N I e e e n |
i Price VS Value Action Strategy Reason i
E Efficient _ : : lower transaction costs & i
| Market P =V (fairly valued) hold passive strategy | . o - o seeking costs |
i . P>V (overvalued) sell , , i
i Inefficient active strate can earn risk-adjusted 1
I Market 9y abnormal return :
: P <V (undervalued) buy :
Faad: T g
| IRIETSA MM ERRENMERIXNEER, RERZZ RS :
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Factors affecting a market’ s efficiency

T s ettonship with Wk Efficiency
i Number of market participants + i
i i
E Information availability N E
i Limits to trading (arbitrage) _ i
i 1
E Transaction costs &Information-seeking costs _ E

EEAR: 0 |



— e
BRI Ghe
Efficient Market Hypothesis

A 1

i Formfwc;fﬂl:i;laent Category of Information Price reflects i

i weak Past Market Data i

i Semi-strong Past Market Data Public Information i

i Strong Past Market Data Public Information Private Information i

e | O J

EEpER: A |

| =M AR RIS RRMAIMER :




BhigiEie SWEE

Efficient Market Hypothesis

e a |
[ ) . . . every analysis method and inside trading is
iweak form inefficient valid

|

| weak-form efficient technical analysis becomes invalid

|

!

i semi-strong-form inefficient fundamental analysis is valid

|

1

i semi-strong-form efficient fundamental analysis becomes invalid

1

I

i strong-form inefficient only inside trading is valid

1

E strong-form efficient E\éilcf)yn?gsa:%s\,/las“rgethod and inside trading

o o o o o o o e e e S - - ot
| SR,
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Market Anomalies

| Time Series (WIIBF) | Cross-Sectional (H#E) | Other
E January effect Size effect Closed-end fund discount i
i Day-of-the-week effect Value effect Earnings surprise i
E Weekend effect Book-to-market ratios Initial public offerings i
i Turn-of-the-month effect P/E ratio effect Distressed securities effect i
E Holiday effect Stock splits i
i Momentum (Z&3L34) i
EL Overreaction (13EMN) j
EmEAR: |
 SHHRRNEN :
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Market Anomalies

T e e m——— n |
i The January effect during the first five days of January, stock returns is significantly higher |
, than the rest of the year. ,
i firms with poor stock returns over the previous three or five years i
| Overreaction effect (losers) have better subsequent returns than firms that had high stock |
! returns over the prior period I
i i
i Momentum anomalies High short term returns are followed by continued high returns. i
| Closed-End Fund Discounts closed-end funds generally be traded at a discount from their Net Asset ]
i Value (NAV) i
i Earnings Surprise prices adjust slow for unexpected portion of earnings announcement i
1 1
| 1
E Initial Public Offerings underpricing of the IPO securities and the subsequent poor E
! performance :
| EES: '



HASR SO =
Market Anomalies /" GOLDEN EL

i & Size Effect (FUAEMED)
R (small-cap) > R (large-cap)

& Value Effect ({NE3R)
R (Value Stock) >R (Growth Stock)

below-average P/E ratio (&)
Value Stock ({fi{EBR) below-average P/B ratio (F/$%)
above-average dividend yields (D/P)

above-average P/E ratio
Growth Stock (pEi<ER) above-average P/B ratio
below-average dividend yields (D/P)

Byrvar e pe— i
E ANEREFORIEXTEL E
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Behavioral Finance

itttk At = 1
| R investors assess new information and !
i Represent probabilities of outcomes based on !
I ativeness L [
T similarity to the current stateortoa |
| (IUSR1E) - PO )
i familiar classification !
I M investors keep track of the gains and |
i Mental . . : :
| . losses for different investments in I
1 accounting |
: (LM separate mental accounts and treat :
] them differently :
l . | investors tend to react slowly to new i
I Conservati | . : : S
_— |nfo'rma't|on.and continue to maintain !
: their prior views or forecasts ]
i Narrow investors focus on issues in isolation E
' framing and respond to the issues based on !
I (¥R%EHEZR) | how the issues are posed :

N N NN B BN BN BN BN NN NN NN NN NN BN BN BN BN BN BN BN B BN NN NN NN BN BN BN BN BN BN B A

5 1
i Loss Dissatisfaction (loss) > Satisfaction i
I Aversion (gain) :
| 1
| 1
i Overconfid | Investors overestimate their ability to i
I ence process and interpret information :
| 1
| 1
] . | Transmission of information from :
I Informatio . : ]
: those participants who act first and ,
| n Cascade h et infl h I
| (&EEss) | Whose decisions influence the !
i decisions of others !
I I
I I
i Herding Investors trade on the same side of !
I (GFBFRL) | the market in the same securities :
I
)

| ERAN:

| STELSRIEMEE R, RIESRGIHT
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(EETIES

Categories of Equity Securities

Common shares (EiElR)
Callable Common Shares (B][E|REEER)

Issuing Common Shares

Issuing >
Company <€—

|
|
: I
1 |
I |
1 |
I |
1 |
I |
1 |
I |
| ]

|
: _ Buy back at call price :
L (EAE) !
|
: I
1 |
I |
1 |
I |
1 |
I |
1 |
I |
1 |
I |
' !

Investors

Putable Common Shares (B][RIEEERR)

Issuing Common Shares

Issuing >
Investors
Company
Sell back at put price  (EFNEIE)
e o o o o o o o e e
BRI

| BN SRS B LRSS

4 Similar to Common Shares

 can be perpetual (7Kk£E)

« dividends are not ontractual obligations
« can be callable or putable

4 Similar to Debt Securities

« the dividends are fixed

« generally do not have voting rights

« generally do not share in the operating
performance of the company



(EETIES

Categories of Equity Securities

| Cumulative Preference Shares (F] 25 !
. | the unpaid dividends in the prior periods accrue and i
| must be paid in full before dividends on common i
| shares can be paid l

' | Participating Preference Shares (RJ25{k5cA%)
- if the company’ s profits exceed a pre-specified
level

Sta”dji'\',?dpefge”ed +  an additional dividend

| EWA:
| RS R R R A

l Convertible Preference Shares (RJ#5{L{L5ERR)
' » Preference shares that can be converted into a
: specified number (determined at issuance) of
! common shares.

EHNEESLASSI

i higher dividend than
; common shares

share in the profits of
the company

I less price volatile than
' the underlying common
Lshares

e ———————

the price of the

1
|
1
1
1
1
1
n
benefit from a rise in :
|
common shares Jl
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Private Equity Securities - |

Types Definition

provide capital to companies that are in the early stages of development and

Venture Capital (RE%E) require additional capital for expansion.

investors uses a large amount of debt to purchase all of the outstanding
common shares of a publicly traded company.

Private Investment in Public Equity (EH28 | public company that is need additional capital immediately sell a sizeable
FABIRPURE) ownership position to a private investor or investor group.

1
1
:
1
1
|
|
i Leveraged Buyout (FL#+FUHa)
i
1
1
1

I- L L L L L L
| Characteristics of Private Equity Securities:
I+ Less liquidity

I« Share price is negotiated

I« Limited firm financial disclosure

1

I

1

1

1

i

)

« Lower reporting costs
« Greater ability to focus on long-term prospects
« Potentially greater return for investors once the firm goes public.

T F BRI ;
2 BB :



FHERIE
Depository Receipts

Sponsored DR (Z£58IDR) VS Unsponsored DR (IE&58IDR)

whether foreign company involved in
the issuing of DR

Voting rights ownership

Sponsored DR Ves
(SMEIRAETNRHAZE

Investors

! Unsponsored DR

- - -----ﬂ

| e |0 [T
o Global Depository Receipts VS American Depository Receipts i
! GDR ADR !
i issuing place outside of USA in USA i
i denominated currency $. £ or€ $ i
| RS i
| 1. 2581 53F2 5RIDRAYRILL; :
| 2.GDRSADREIRILE, i
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Risk and Return of Equity Securities

| Return of Equity Securites [
i + Consist of dividends: Gains from dividends and the reinvestment of dividends )
i « Capital gains or losses from changes in share prices i
A Foreign exchange gains or losses :
1
I Risk of Equity Securities I
E Preference Shares < Common Shares E
E Putable Shares < Callable Shares E
i Cumulative pre-shares < Non-Cumulative pre-shares E
| 1
I Participating pre-shares < Non-participating pre-shares :
 EEAR: i
| HRIREXPGANRILL :
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Social influence

how people work, play, spend their money and conduct their lives.

Industry Analysis
AR i
! External influences :
1 |
i Macroeconomic | most notably economic output as measure by GDP or some other measures, such as i
! factors interest rates, inflation and educational level. !
1 |
1 |
I Technology change an industry dramatically through the introduction of new or improved products. !
1 |
I D . the population growth and the age distributions, geographical distribution of people, I
i Demographics : LD : . PR .
: changing ethnic mix in a society, and changes in income distribution. :
1 |
i Governments today’ s social trend may be tomorrow’ s law, regulations or tax. E
| |
! ]
| 1
| 1
| 1
| 1

| BRI



1T Ean FHAEIS

Industry life cycle

Growth

Faster growth

Falling prices

Shakeout

Slowing growth

Lower prices

Mature

g=0

“recovered” price

Decline

g<0

“recovered”
competition

|

|

|

|

|

|

|

|

|

|

|

|

|

:

' Demand

|

: Embryonic

|

i Slow growth

|

|

: High prices

|

|

|

|

|

|

|

|

|

|

|

|

L
EEHO:

U1 T A RS ERRRO S 3K,
| 2 B EBRR S
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Pricing Power Analysis

low barriers to entry =weak pricing power (must)

low barriers to entry—strong pricing power (may)

fragmented industry —weak pricing power (tend to)

concentrated industry —strong pricing power (tend to)

|
|
1
i
:
|
|
1
i
1
limited capacity (S < D) — strong pricing power i
I
i
1
|
|
1
i
)
|
|

Industry Capacity
overcapacity (S > D) — weak pricing power
barriers to entry positively
Market Share Stability | frequency of new product introductions negatively
product differentiation positively
wRAR:

1. MRS R §
| 2 R INEEEN AN ANER :

--------------------------------------------------------------------------------------------------------------
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ThRE

Porter’ s Five Forces

<
)

e o e o e o o o o o e e - - - - - - - - - - - - . - - - - - . - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - .- - -

B hJERBEERRE

EELN:
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Discount Dividend Model

| Situation 1
l » @Going-concern.
i > Investors hold the security for finite periods,

| Situation 2
l » @Going-concern.
| > Investors hold the security for finite periods,.

1 1

| |

| |

| |

| |

| |

I : I :

I receive the regular dividend, and sell the | ! D, D, D, Py |

i security at P;. i i =T it a et @+ ) AR cErs T i

! D D D P C ! S P D !
| 1 2 3 t | t N t

V. = + + S . S 1 = ~ -

N R CE SO R a+nt 1 LA+ A+ LA+ !

e e e e e e e e e e e e e e e e ] I e —————————— e ]

1
| Situation 3 )
| > Going-concern. )
' > Investors hold the security for finite periods, i
: » The dividend grows indefinitely at a constant rate. :
I
|
|
|
|
|

_ N\ Do+ 9) D1 Do(1+9g)
V= Z(1+r)t s — Vo = =

[ —— -

7%7%7%'-'\: """"""""""""""""""""""""""""""""""""""""""""
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Gordon Growth Model #/" GOLDEN EDUCATION

i Limitations
i > Very sensitive to estimates of r and g
i > Difficult with non-dividend stocks

I > Difficult with unpredictable growth patterns

|
|
I (use multi-stage model)
|
|
L

1
| Important conclusion :
| » The wider is the difference between r and g, the smaller the value of the stocks. i
| » Small changes in the difference between r and g will cause large changes in the stock’ s value. !

-1@%@ S ENIEME: |
l EEE=ERIRERELAR 1S j
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Multiplier Models

| Categories of Price Multiples |l Justified forward P/Eratio |
| [ e e e e e e e e e ¥ Dallgrg) ik :
i E- P/E RS Price / Earnings per share E ii Vo 2 i
E i P/B TR Price / Book value per share i ii @ i
i i P/S hER Price / Sales per share E ii i
{1 P/CF IR Price / CFO or FCF IR Dl/*jl -2 i
2 ittt g 1 L i == !
T 'i The relationship between r, g. payout ratio and P/E |
_________________________________________________ | ratio i
| From Trailing to Forward Price Multiples I St I i b
I 'k | -
i © Trailing Price Multiple: using trailing or current EI E JEI PR negatively ! l
i value of the divisor :i : g and P/E ratio positively : i
1 H H o 1 I 1

K (I;p:jward Price Multiple: using forward value of the ii | payout ratio and P/E ratio ambiguous(EHFIIAY) | |
' O e | ey - -————-o-o |
TS i
1. P/E ratiofJitH |
| 2.7EME: P/E rathEl’J%EIJ*%Elﬁfﬂl‘]l% :
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Multiplier Models

| Calculating EV / EBITDA )
i | Enterprise value: MV (Common shares) + MV (Preferred stock) +MV (Debt) - Cash and short-term i
i investments :
1 |
i EBITDA: earnings before interest, taxes, depreciation, and amortisation i

' I Advantages of EV/EBITDA compared with P/E ratio i
' can be used even with a company whose profit is negative :
' > An alternative to using EBITDA in EV multiples is to use :
' 1
| Disadvantages of EV/EBITDA compared with P/E ratio i
| > Market value of debt is generally difficult to obtain. :

EEAR: :
i 1. 22 EV / EBITDARY & :
2R BV BT DA R ;
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Asset-Based Valuation Model

i Logic of Asset-Based Valuation Model ]
LMV (Equity) = MV (Assets) - MV (Preferred Shares) - MV (Liabilities) !

« Companies with assets that do not have easily determinable market values are very difficult to analyze using
ABV Model

|
|
|
|
|
|
I
« Fair values of assets and liabilities can be very different from their corresponding book value !
|
|
|
|
|
|
|
1

- Many special intangible assets may not be shown on the books (e.g. value from synergies, value of a good
business reputation)

« Asset values may be more difficult to estimate in a hyper-inflationary environment.

|
|
|
- companies that do not have a high proportion of intangible assets :
|
« companies that do have a high proportion of current assets and current liabilities !

EE2AN: i
18 MVEgHE: i
Dl R AR E R R R M EE E
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Overview

GOLDEN EDUCA TION

Fixed Income

Securities = Reading 42: Fixed-Income Securities: Defining Elements

I

Markets = Reading 43: Fixed-Income Markets: Issuance, Trading, and Funding

|'I
Products |(-J:I

\
L4

ABS ©  Reading 45: Introduction to Asset-Backed Securities

Reading 44: Introduction to Fixed-Income Valuation

P Valuation ]C

Interest Rate Risk = Reading 46: Understanding Fixed-Income Risk and Return

[ !
Risk ](‘--‘:k Credit Risk ©  Reading 47: Fundamental of Credit Analysis
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Reading 42
Fixed-Income Securities:
Defining Elements



=
hE= =10
Features
T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T e m————————————— 1
| 5 c o c 1
! lssuer Supranational organizations/Sovereign governments/ |
i Non-sovereign governments/Quasi-government entities/Companies !
| 1
i Maturity Money market securities/Capital market securities/Perpetual bond i
E E
| 1
i Par value Par value/Face value/Maturity value/Redemption value (IEEIME) i
| 1
I . I
: Coupon payment Coupon rate/Nominal rate :
| 1
i Currenc Dual-currency bonds/Currency option bonds i
i_ o National bond/Domestic bond/Foreign bond/Eurobond j

EEHN:

1. T X5 T ZElIssuer

2. X9 Money market securities (18ELAR) #OCapital market securities (18ELAL)
3. it&Coupon (ER)

4. YK 5 Currency® 5 —1TAIPIZEBonds



324y =107

Indenture
L ]
I Legal identity Sovereign bonds/Corporate bonds/Securitized bonds :
| 1
i Source of Supranational bond/Sovereign bond/Non-sovereign bond/Corporate i
| repayment bond/Securitized bond :
i Collateral Secured bonds/Unsecured bonds/Debentures i
: Collateral trust bonds/Equipment trust certificates/MBS/Covered bond ]
i Credit Internal: Subordination/Overcollateralization/Excess spread i
i enhancement External: Surety bond/Bank guarantee/Letter of credit/Cash collateral account |
i ]
i Covenants Affirmative covenants/Negative covenants I
| 1
| 1
i Tax Income tax/Capital gain tax/OID i

. ##fCredit enhancement (fSAIEK) Hinternal (PMIEREAIR) SExternal (9I~ﬁB1Sﬁﬁi%é&) RYZEEY

EE

1. #Jﬂ‘)ﬂ: 4yCollateral F&#H4Bonds

2

3. X Covenants FNegative (BEMSRF) SAffirmative covenants (BEMSRK



ME RS

Cash Flow Structure
R Ik
E Principal repayment structures Coupon payment structures Contingency provision i
| 1
E ¢ FRNk*% i
1 1
| ¢ Step-up coupon bonds / Callable bondscoks |
: v Deferred coupon bonds :
I o v Putable bond* % |
[ v Bullet bond v Payment-in-kind (PIK) : !
! . v Convertible bond :
I v Amortizing bondk % coupon bonds : : i
I . .. e v Contingent convertible i
: v Sinking fund provision v Credit-linked coupon bond !
i bonds i
1 . 1
E v Equity-linked notes v Warrant (8GIE) i
i_ v Capital-indexed bonds _E

?QH 3
2

. X Amortizing bond5Sinking fund provision
IEARFRNXHER (Coupon rate A=,
Coupon rate=Reference rate + Quoted margin
Discount rate=Reference rate + Discount margin
3. ¥ X4 Callable bond (AJlEER){EZ:) FPutable bond (TJEIEES)

Discount rateA={) :
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Reading 43
Fixed-Income Markets: Issuance,
Trading, and Funding



hi7

Market

Market Classifications

Primary market

By issuer

By credit quality
By maturity

By currency

By coupon

By geography

* Public offering
v Underwritten
offering
v' Best efforts offering
v Auction
v" Shelf registration
e Private placement

v OTC markets
v Electronic trading
network

.
1
i
i
1
v Organized exchange ]
1
I
I
I
i

EZEV e

| 1. ##r X 55 Public offering FEYUnderwritten offering (8318) . Best efforts offering (1{$8) #0Shelf

| registration

| 2. X9 Public offering (NFF&1T) FPrivate placement (FARAT)
3. Pt X 9 Organized exchange (3Ai7) F1OTC markets (3z5hii7)

|
|
b e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e o o o o o o o o o o o o o o o o o o o o o o o o o o o o o I



el

Funding

L b o [ i
| Government- Structured !
[ Corporate debt Bank funding Repo financial :
I related bonds . ,
I instruments
i : i
| v Sovereign -Retail deposits 7 CeppliiEl |
i : protected i
i bonds v Bank loans v Demand deposits / Repo/Reverse repo instrument |
i v Non- v Commercial v Saving accounts  Vield i
I sovereign bonds paper v Money market |
l . enhancement 1
: v Quasi- v Corporate account inctruments |
I government bonds ‘Wholesale funds / Participation |
: bonds v Medium-term | v Central bank funds R R : instrurr|1oents :
! v Supranational note v Interbank funds epo rate €po margin . Leveraged !
: bonds v CD . g !
I Instruments
o o o o o e T T S R S R R S R R R R R S R R R R R R S S e - -]
I e T T T T T T T T T T T T T e s —————————mees
| EREBI:

1. J#trXSRepo (IEEIME) SReverse
1 2. IR/ IMRepo ratelIEZ=

repo (IA[E]R)

| ORIWHAR QIR E AR EIKAMIE SR @Ik R RO E MM T EREFIR

3. IBfEE/ImRepo marginfIE

| ORI ERREQERAERREORIIHRAR

L4, TR RV EAE N
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Introduction to Fixed-Income
Valuation



RANIE SNES

Bond Price

| I R e L e n |
E YTM Spot rate Forward rate Bond quotation i
1 |
| 1
i ,IAI:\’sEum tions Investment Accrued interest i
= >Ump YTM on zero-coupon 1y2y Full price :
: ANED &5 VT bonds Flat price :
: Coupon rate vs YTM :
| |
1 1 — 1 1
P s e c, C,+Par|, C C, C,+Par ) ,| Full price = Flat price + |
i L P y™  aey™) (e YTV) b= 1+1‘S1 " (1+822)2 ’ (13+S3)3 (1+8,J1+1y2y)" = (1+5,)'| Accrued interest i
| |
! %@7‘5‘(‘.

HRESFNMESYTM; i

l 2 IBf#i01ZAssumptions of YTM: :
' OFFERIHIQ BERHMEMFIBMAE@LAYTMEBIRER ]
'3 tR#ECoupon rateSYTMIUXR, KomiifRs. M ERSFHITNRS: ]
: @Coupon rate > YTM, AiiEE :
@Coupon rate=YTM, FFEMES )
| ®Coupon rate < YTM, HiNRE i
- 4. ##tfr. 1HESpot rateflForward rate (TRIBEIEAFIZ1+EImEAFI=R) i



[—]
I 1=
Bond Yield
I N I T 1
i Fixed-rate bonds AlREHIE-CEIE B L Yield spread i
. bonds instruments ,
| |
i Discount rate i
: D Bvie PV Year :
! Sfcreet convention ~ T RV Days G-spread i
: yield . Adid-on it |-spread ,
: True yield Coupon rate FV — PV Year | Z-Spread :
i 9225 | Current yield Discount rate AOR = = = OAS i
I Simple yield , S5 v OAS = Z-spread - Option value |
E Yield to call Bond equivalent yleéd65 v Callable bond: OAS < Z-spread |
I Yield to worst BEY = BN kY X v' Putable bond: OAS > Z-spread 1
I PV Days :
I I
O g S g J
[ e e e 1
| BEAN: )
| 1. #r X9 5itEDiscount rate, Add-on ratef1Bond equivalent yield |
| 2. BT X 9 5Hi%Z-spreadf]OAS (Callable bond#Putable bond) I
i 3. IRIBYTMITEATNITEYield to callf0Yield to worst !
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Securities



HEHL

Securitization

|
| 1
: Cash :
| 1
| 1
: Loan * :
i i
i Loan i
| 1
! Cash :
| 1
i Cash i
| 1
| 1
i ABS » i
. .5 S l
 EERI:

| 1. IBIZIES L RIBenefits

| 2. SPVAYIEFS

| 3 MBS R A Issuer(SPV),  Servicer(BRSS
| 7). Originator (R47)

- en e an an en e a» > oo e @ o o

v ABS (EFFBIRIES)

v SPV (155%BERISEF)
Bankruptcy remote (A& =fRES)

‘:
]
]
]
]
]
]
]
]
]
]
]
]
]
]
:
v Benefits |
« |Increase the funds available for banks to Iend.i
Increase the liquidity of financial asset. !

Lower funding cost. i
Remove the wall between investors and !
originating borrowers. :
Enhance the risk-adjusted return of investors. i

Allow investors to access asset classes. !

Allows investors to access asset classes i
matching their risk, return, and maturity !
profiles that are otherwise not directly !
available (tranching). i



B SWIEE

----------------------------------------------------

ABS
o | | RMBS/CMBS/Agency RMBS/Non-agency |
: Cash Cash : E RMBS :
I Tom] ) i v MPS :
! ' l " l ' Lo Mortgage rate - Pass-through rate = i
I _ | i Servicing fees :
: R sl Lo Weighted average coupon rate (WAC) :
: p 4 S o Weighted average maturity (WAM) :
! Credit risk Prepayment risk ! Weiahted life (WAL :
! : :\/ MO eighted average lite ( ) :
L o o o o o e e e e ! '
i Sequential-pay tranches i
: PAC/Support tranches :
! I
! ]

v Prepayment risk
Contraction risk
Extension risk

v" Prepayment rate

—?

1.

2. EE%¢PSA1‘;-<FUS(TPrepayment ratef9ftit
3.

4.

5.

PSA PHTX S MPSECMO
SMM EREAERNERIIPrepayment riskfii
CPR T REEBABSFRREVENX.
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Reading 46

Understanding Fixed-Income
Risk and Return



=
AHH =
Duration

e e e 1
] Macaulay duration Modified duration Money duration PVBP ]
1 |
i Sensitivity '
: 1%Ar — %Ap . \
! fiz IE 2 ope
i N Mac Dur 1%Ar — 2p s l
: Time oa U =T ENXT =
i ﬁj\%'é i)bél)lbﬂljzl:yjlﬁllllbﬂjlaj %X:—EQ MoneyDur = ModDur X Price -L-I_ﬁ_t _p 1

. + |
i Lta.jjm-m;*f'.1_P‘Eb,',:,..._w'.: Mod Dur = &E;P ]:l_%:it o _p PVBP = :
[ _ - T+ I
: ﬁ‘ﬁﬁ Money Dur = 2 x Ay I
| Mod Dur = - = * |
N ST T o P x Ay B _ B ]
[ e e e e I
| BERI: !
| 1. B RITEENDuration :
i 2. ¥HTX5rMacaulay duration5Modified duration !
1 3. ##r X% Money duration5PVBP |



2B =S WEE

Duration
| 7T Bond portf folio | .. . . 1 1
| Effective duration or;l portiolio Key rate duration Properties |
: uration ]
i 1%Acurve — %Ap | HEN: SEEAHRESD Interest rate risk i
| st HMEMITHE. Maturity ;
| e _ P_—P, n S oupon .
E 7= ]fD ~ 2 X P x ACurve Dp = Z w; X MD; AR YTM i
| & A& = Bond with I
] ERTEMES. B WEEmETTss. | embedded options !

IR Z32DurationfiProperties
. Effective durationfUi&E5%14: Bonds with embedded options

3. It B HG AR . FIZRMZ T T#5)



A5 SlEES

)
Duration

i Duration gap

i« Duration gap = Macaulay duration - investment horizon

i+ Duration gap > 0 = Macaulay duration > investment horizon — market price risk
i dominates reinvestment risk — the investor is at risk of higher rates.

A Duration gap = 0 = Macaulay duration = investment horizon — market price risk

* O

offsets reinvestment risk — the investor is hedged against interest rate risk.
« Duration gap < 0 — Macaulay duration < investment horizon — reinvestment risk
dominates market price risk = the investor is at risk of lower rates.



1|

e 1=

Convexity

i/ %Ap = —Mod XAy + 0.5 X Con XA y?
I . .

' v Approximate convexity

[}

N P_+P,-2P,
i ApproxCon = (ayield)2xP,
' v/ Effective convexity

i P_+P,—2P,
[}

[}

(Acurve)2xPy

-----------------------------------------------------------------------------------------------------------------

ApproxCon =

| EEL:

V1L ERROERMR: RSB,

2. 1TEOE;

3. BROER, BEHMNMERUANTEL.
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Overview

~—1 Basics of Alternative Investments ]

— * Hedge Funds

: — P Prteate Eatl
Alternative v B b

Investments

— Real Estate ]

— Commodities ]

— Infrastructure ]
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Hedge Funds

Characteristics of hedge funds
Aimed at higher returns—» few investment restrictions (leverage)
(532 less government regulations
BEreturnstiimfd;  (Survivorship bias& Backfill bias )

R —EBRE

E Hedge fund strategies E
i 1.Event-driven strategies (X##ia: merge, acquisition, E
Erestructuring, bottom-up, short term) :
i 2.Relative value strategies (X#£d: pricing discrepancy, “Fixed |
E income” , bond) long bond , short stock E
' 3.Macro strategies (X##ia: major economic trends and events, |
i top down approach) E
' 4.Equity hedge strategies (X<##a: undervalued & overvalued, :

. | market neutral)

r )
| )
| |
| Drawbacks i
i More complex (higher) fees structures !
| Benefits i
' diversifying across fund strategies !
i some expertise in due diligence :

i

)

)

e a limited number of investors &a large initial investment <+«——}—» enable small investors

| BB i
'1tuwﬁﬁﬁLﬁﬁ@Eé B |
| RS S AW, i
1 2. FOFSE’JﬁEﬁ?%,ﬁ (most/least) !
| 3. LR R/ — WIER R R T — |
:uﬁ@%ﬁﬁ% !
R = i =y =11
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Hedge Funds

Calculations of Hedge Funds

1. BHE— i eeE, & E, mESEKN S
wnB) . Hedge Fund Private Equity
2. 1TEEHEEE (ma nagement fees) ——AUM, The same fees stucture: LP&GP
beginning-of-period or end-of period
(QNER;BAmTER, —RREAiAend-of period ) Z\ir}zgsm ,?;,ST\;)Under Management committed capital
3. 1FEERIZE ( Incentive fees) '

ncentive Only earned if the return incentive fee until the LPs
fees: exceeds a hurdle rate have received initial
investment back

(GnSRiARMEIAR, —ReEAiAindependently)
*Hurdle rate ([JHR[EHEZR)

r L
| 1
| 1
1 1
| 1
| 1
1 1
| 1
| 1
| 1
| 1
| 1
| 1
: GP does not earn an :
| 1
| 1
| 1
| 1
| 1
| 1
| 1
| 1
| 1
| 1
| 1
| 1
| 1
| 1
| 1
I 1

| Claw back
(ANERizBAfIREE, —RRRikhurdle rateEiiAhard) provision | x Vv
ard hurdle rate or Soft hurdle rate (EE4&iHE8) (EHRER)

____________________________________________________________________

|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
E net of management fee or independently
|
|
|
|
|
|
|
|
|
|
|
|
|
|
L

*High water mark (F7K() TS, —REBXAEITE,

| BB :
1. 3hhESHTE |
2. X EESPERYIZE ASHIRIRILL |
3. —LEHESRYE SR . Hurdle rate, High water mark, Claw back provision E
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Private Eqmty

Angel investing
(idea stage, 3&ilfidea)

Seed-stage

Formative-Stage support product development
AER=ME, BRVCEEFARHEN

1
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
Early-stage :
initiate commercial production and sales '
FFOAH NAUELE = !
]

]

]

]

]

]

]

]

]

]

]

]

]

]

]

]

]

|

Later-Stage
expansion of production&increasing sales

T ABEr

Mezzanine Stage
prepare to go public

KEMA, BASLTRNSE—F

7
LS HEARFIRT R VORI ER
AR A RIRYSE (GEEmost/least likely)
A H W R — R HH RS

- Il

SIS

C

L

1.Undervalued/depressed stock price
2.Inefficient companies

3.Willing management

4.Strong and sustainable 5.cash flow
6.Low leverage

7.Assets

' Exit strategies

l IPO

' Trade sale

. Secondary sales

' Recapitalization
'erte -off/Liquidation
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Real Estate

----------------------------------------------------- | P e e e e e e e e e e e e e e e e e e e e e e eeeeeee==
: BiFrRY 52 i | it {E{E |
: : : Comparable sales approach :
i Debt EqUity i i Real Estate Property Income approach i
E v sole ownership P SR Cost approach i
' Private 7 WlerigEges v joi Do l
: v C e Ct|on J0|nt Ventu res " : Income approach '
E (Direct) Iec:\résln; v real estate limited i ! REITs valuation Asset based approach i
i partnerships i L
: v" Shares in real o oo o e .
E Public | v MBS estate i ' BirEigEk i
! | (Indirect)| v CMO corporations ! i Appraisal index—Subjective & Understate volatility !
i v REITs i i Repeat sales index—Sample selection bias i
| | |

i REIT index—frequently & reliable

EEA: i
1. BRHIFEIS %, BHEERSEHmost/least likelyfiE—1, ERS HFEt&hEs—In i
2. = {ERgRE i
3. RS |
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Commodity

| Contango (HALSiHN) || RIS i
i Futures price > Spot price i i 1.Roll Yield—3Es SHAEIAIE i
i i 1 *Roll yield is positive in backwardation :
' Backwardation G53&41T) i 1*Roll yield is negative in contango E
i Futures price < Spot price i 1 2. Collateral Yield—margin E
i Futures price = Spot price(1 +r) + L 3. Price Return—Change in spot prices E

storage costs - convenience yield

2. % E‘WQ)\EI’J MR, BREGOXEELLFART, T2 —Ei’RBconvenience yield
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SRS BB
Characteristics of Alternative Investments

........................................................................

1. liquidity o [ problematic historical
' 2. Narrow manage specialization ! ! risk :
i 3. Low correlation : ] T i
1 4. Less regulation and less transparency E ) E%T T\j_LBAEgi i
i 5. Limited and potentially problematic historical risk and return % Sorting ratic;L HaR i
 data : : ] ' *Value at Risk,VaR |
6. Unique legal and tax considerations ; L . .

' Risk & Return

: Thigher return

. » 2diversification

' 3h|gher Sharpe ratio

jﬁx.ﬁﬂ’lu{zli#—.rﬂ_l: E&EFE=Emost/least likely i
2 9&3:7':': K RRIN G SWERIEE i
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Overview GOLDEN EDUCA TION

Utility Theory & Modern Portfolio Theory ©  Reading 52: Portfolio Risk and Return: Part |

4[ P Theories ]"‘ Capital Market Theory ©  Reading 53: Portfolio Risk and Return: Part Il

Reading 51: Portfolio Management: An Overview

Portfolio Management and Construction =

|

1

|

1

|

1

|

1

1

1

1

1

1

1

1

:

. Reading 54: Basics of Portfolio Planning and Construction I
- '~ I
Portfolio —1 Practice |o |
1

1

1

r I
1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

—

Risk Management ©  Reading 55: Risk Management: An Introduction

Management

Reading 56: Technical Analysis

— Technical Analysis ]'.'J

Reading 57: Fintech in Investment Management
— Fintech 2
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AT NS =R & ER TR DAY i =R SIS

TWR&MWR

Time-Weighted Return (TWR) Money-Weighted Return (MWR)
. The Compour!d retumithati$ linitiallylinvested The IRR based on the cash flows related to the
Definition in the portfolio over a stated measurement

: investment.
period.

1 CE CF
Calculation — N _ NPV =CF, + L +..+ N
TWR =[(1+HPR,)x(1+HPR,)x...x(1+HPR )]N —1 ARV T MWR)®

not affected by cash withdrawals or additions to | cash withdrawals or additions may significantly
the portfolio influence the performance of portfolio

Application | performance evaluation

| 1. TWRFIMWRASIHE !
' 2. HERXIEY !
3. HigA/n ’



S ]

Utility Function

[ e e
i Definition | A measure of relative satisfaction that an investor drives from different investment portfolios.
i

l _y : 1

[ Characteristic MIEERUIRRTIEIT Indifference Curve: E(R)=— Ao’ +U

. of risk aversion 9

i prefer less risk given certain High gosefate

I i E(R) Risk =

: Risk-averse expected return, h.lgher . A>0 o Aversion .

. expected return given certain Low Risk

! risk. Aversion

I

I . . . . .

| Risk-neutral mdn‘ferent with the risk given A=0 |

I certain expected return. Risk

: U Neutral

|

I . . . .

! Risk-seeking prefer higher risk given certain A<0 Risk

| expected return Seeking_

L o o o o o o o ] - - -
| EER:

1. BIIIRERE NG R R EF R amE RE

| 2. AREA B A A o= = AR R X N s 55 2B
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Modern Portfolio Theory

o, —\/w1 o’ +w;05 +2ww,Cov(R,,R,)

Return of portfolio with two risky assets

R =wR +(1-w)R,

I
I
'
I
I
'
I
I
:
i \/Wl (71 +W2(72 +2W1W2(7102p1,2
I
'
I
I
I
I
I
I
I
I
I

> (X, - X)(Y,-7)

Cov (x,y) == v e (-0, o)

Correlation coefficient i

Cov(x,y)
= — 17 1
Py 0,0, < [ ]

MR FEHIIER

ES
i1ﬂ%WH§T@%¥&ﬁ%ﬁﬁFﬁé%mm
| 2.
P N
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Efficient Frontier

1 1
| i
i Concepts Characteristic Graph i
| i
| 1
! Minimum-variance Portfolio that have the lowest risk of all | I
E frontier portfolios given a certain level of return. E
| Global Minimum- |
! Global minimum- The investment portfolio that has the Variance Portfolio TS BiReaePromtise |
| variance portfolio lowest variance. \ y + (All Efficient Portfolios) |
: Inefficient Portfolios :
i All risky assets are contained. . « ,a——Todividual Sequdty E
i Effective portfolio provides the lowest Cee ) . |
| Efficient frontier risk at a certain level of return and R !
! offers the highest return given certain !
[ level of risk :
e o o o o e e o o e e e e e - - -

E_/J\Tj_ﬁﬁulm SHBIHEES. BRI §
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Capital Allocation Line (CAL)

 risky asset (well-diversified portfolio)

(RA _Rf)

O 4

CAL: R =R, +

p

=]

tercept: Rs
lope: Sharpe Ratio = (Ry-Ry) / 04

n

[re——ecccccccccccccccccax-

CAL p (optimal )

 Optimal investor
portfolio

]

]

]

]

]

]

]

]

]

]

]

- EF :
) ,}.“m - I
Optimal risky "
portfolio "

i

]

]

]

]

]

. EMERCALRIEIEFIRIER

ERHI:
1

2. 5EFIRES, ERCALAIFZRK
3

. E&IUCAL, RIEXPEAET. HNRFEHGHINER
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Capital Market Line (CML)

. Assumlng all investors have a homogeneous
! expectatlon
i CML is a special CAL.

CML: Rp :Rf + - o,

ntercept: Rs
lope: Sharpe Ratio = (R,-R¢)/0,,
Application: Asset allocation

wn —

GQLQE& %JU{IA Tf@f%

car) = EY

Dptl.mal R.tsk}
| Portfolio | =




RS Skt
Risks

R R e e :
! Systematic Risk () Nonsystematic Risk :
) ; ; i
i . aee RIS!( affects the entlrg market <?r gconomy, Risk can be reduced or eliminated by holding i
i Definition | which cannot be avoided and is inherent in . : I
| well-diversified portfolios l
[ the overall market !

1
i Non-diversifiable risk/ Market risk/ Diversifiable risk/ Firm-specific risk/ Avoidable/ |
1 Keywords ) : : l
] Unavoidable/ Rewarded/ Be priced Unrewarded/ Not be priced :
| |
i Examples Interest rates, exchange risk, policy risk Industry risk, corporate risk, credit risk i
! !
: o COV(RZ ) Rm) pi mG o Gi . . 3 0 o :
I Calculation | S, = > =—————=Pin Nonsystematic risk = Total risk - Systematic risk |
N R N N N K
 ERAH: g
1. SCAPMIBE S, ZZREBANTTEMRNA !
| 2. BT RSERIS RAER SIS i
| 3. RGEXIERAERSIEX LRI MR j



AR = BlHE

Capital asset pricing model (CAPM)

. ' The expected return only measured by beta
| i (Systematic risk);

CAPM:E[R]=R, +|ER,)-R, |5

E(R), Undervalued

SALL
o

& prn::r-perlyr
| priced

Slope: Market premium = E(R,,)-Rs

L]

Application: Security selection ‘Overvalued |

Intercept: Ry i

o |
1. CAPMEIH& |
2. HIMr - ERWAEEN, HAHIZEEY |
3. SMLEMESE ;



HEWGHTEIR

Portfolio performance evaluation

I 5 1
| |
i Non-diversified Portfolio Diversified Portfolio i
| |
| |
I R -R R -R |
| Relative Sharpe ratio=—— Treynor ratio =—2—7 i
I o, » ]
| 1
I )
R —R. R —R

EAbsqute M= L " o Jensen's o, =R —{Rf+[E(Rm)—Rf],B }i
! O, O ’ o
| BRI

1. S HE R SAERE T

| 2. EERISI I EINE e E
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Portfolio performance evaluation

5 b =1
| 1
i Institutional Investor Time horizon Liquidity needs Risk tolerance i
| 1
| i
i DB pension plan long low high i
E Endowments & lon low high i
: Foundations 9 9 :
I I
i Banks short high low i
| |
i I for Ilif i
| - ong for life; : |
! Insurance companies short for P&C high low !
e Y |
ERE: |
| SV B A HIRSE :
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Pooled investment

Pooled Investments Characteristic

Open-end Investors can buy and redeem the mutual fund shares at net asset value
Mutual funds Not fully invested as some cash kept for redemption
funds Closed-end No new investments are accepted, could be fully invested
funds Traded at a premium or discount to net asset value

d traded funds
(ETF)

Trading prices are close to the net asset value of the fund

Hedged funds

vast majority of hedge funds are exempt from many of the reporting requirements
for the typical public investment company

Private

Buyout funds

A few very large investments

-
|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

I Exchange
|

|

|

|

|

|

|

|

|

|

|

|

|

i equity
|
|

Venture capital

A large number of small investments with the expectation that only a small number

-
|
|
|
|
1
|
1
1
1
1
1
|
|
|
|
|
|
1

Can be bought and redeemed, or it can trade its share in the secondary market :
1
1
|
|
|
|
|
1
1
1
1
1
|
|
|
|
|

will pay off

-----------------------------------------------------------------------------------------------------------------
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Process of portfolio construction

------------------------------------------------------------------------------------------------------------

i : 1. Planning i 1 2. Execution i ! 3. Feedback i
i a. Understand the client's i 1 a. Deciding the target asset i 1 a. Portfolio monitoring and i
i objectives and constraints; i 1allocation of the portfolio; i 1 rebalancing; :
' b. Develop the investment i !'b. Security selection; i !'b. Performance evaluation and
i policy statement; i 1 c Portfolio constructionand i | reporting. i
i ¢. Establish long-term i 1 trade executions. P :
| expectations of capital markets;! ! P! E
 d. Develop Strategic Asset i ! The correlation among asset | | i
i Allocation (SAA). i : classes should be relatively low;i i
i i ithe correlation within the same { | !
i P | asset class should be high. i ] i
| EEZRA

1. IPSEIRAE
'2L4E§@Am SSERE SRR i

——————————————————————————————————————————————————————————————————————————————————————————————————————————————————
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Risk management framework

-------------------------------------------------

i 1. Risk governance

i The top-down process and guidance that
' directs risk management activities to align
i with and support the overall enterprise.

i a. Risk tolerance

i b. Risk budgeting

2. Risk identification and measurement
i Financial risk: market risk/ credit risk/
 liquidity risk

' Non financial risk: others

| ERAR:
1. R SRR S 255 RS
| 2. FH— o ERENRFER

. Risk monitoring, mitigation and
anagement

. Risk prevention and avoidance

. Risk acceptance: self-insurance/
|versification
. Risk transfer: insurance

. Risk shifting: derivatives

§U1

0N QT w

ir 6. Communications/ reporting
i 7. Strategic analysis or integration
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BUSIES: =, BUsE
verview
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Forwards

Futures

. —[ Forward commitment ]

|

|

|

|

|

|

|

|

|

|

|

|

|

: ‘ Swaps
|

| Types
: yp —‘ Options
" ;
|

|

|

|

|

|

|

|

|

|

|

|

|

—l P> Contingent claim |=.'" CDS

Forward commitment: N5 NX5EH
Contingent claim: LA, EHFNSS

Exchange-traded: no default risk
Advantage of derivative market:
Lower transaction costs

EEHAN:

1. AT E TEBRTIRMTE S 295
2. T ESLIRENNIRENSS

3. Mtz Zphhiatl0TC i

4. AT E I I 7
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Instruments

Underlying: interest rate (libor).

+ The long position: is the party that borrow at a
 fixed rate.

i The short position: is the party that lend at a
-flxed rate.

i Quotation: 1 x 4 FRA=Long 30 day FRA on 90-
i day Libor.

11, Fl¥rBorrowerZlong position, Lender
i (investor) Eshort position

2. FRra{aI SR FRA

-

-

Futures
A forward contract that is standardized and
exchanged.

A series of forward contracts.

Swaps E
Options E
The owner has the right, but not the obligation

-------------------------------------------------------

ZZSwapsHIEN
FlErOptionsfyposition

EIH: |
1. %mDally settlementAIE= i
2. 3JELFuturesfiForwards :
3. |
4 s
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B = BlNE

Pricing Principles

| Arbltrage
LS

i No arbitrage pricing (GEFIEMEMN) :
:1E MR AFEEFS

 Risk-neutral pricing (RBSHRTEEMEREN):
| Ll?zﬂﬂﬁﬂ_ﬂﬁﬂ_lzgﬂ

———————————————————————————————————————————————————————————————————————————————————————————————————————————

I — B AR AR i
. ZZXNo arbitrage pricing&Risk-neutral pricingA9#: i



A R = BlHE

Pricing&Valuation of Forwards

FP= (SD‘l‘FUEa mrying costs ~ FUCarwiﬂE bEnEﬁtEH ¥ Rﬂ J

| | |
Explain > ENER =] a Hl<
i I W& RLAR

]
]
]
]
]
]
]
]
]
]
]
]
]
|
: i ; a |
«  Carrying costs (8): costs in owning commodity :
]
]
»  Carrying benefits (y): dividends.coupons.interest.convenience yield !
]
]
]
]
]
]
]
]
]
]
]

»  Net cost of carry: v-0

BRI i
1 IRIEAT, FIRrZEXSTFPRYSII (BREEE/N) i
| 2. EREBNEARERAECarrying costsflConvenience yield !
3. ARSI S LIMERIRIN  (FRREEE/N) i
| 4 EREEAETHINE=0 |



RS =, BUNE

Replication

i Asset - Derivative = Risk-free asset |
i Asset - Risk-free asset = Derivative !
' i Derivative + Risk-free asset = Asset E

EMMWHAWH BT, TR R



MRS ROREN Zhiiden

Pricing of Futures

=
i Correlation between interest rate and futures price Futures vs Forward i
i Positive Futures > Forward i
i Negative Futures < Forward i
i Zero Futures = Forward i
ERAR:
V1. ERFZAIHA SN RBRIB R H IR HA SN B F I BN AT AN i
| 2. ZRE[AEFFERNKARIFHRER RN 8 =1 NS i
3. FRERAEHEMTENNEREHTEHA T :

-----------------------------------------------------------------------------------------------------------



B Jﬁmﬁ

Pricing&Valuation of Swaps

o o o e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e ceee—————- )
] ]
] ]
| Floating payments :
: € E o |
) MU 2 dealer :
| Fixed payments i
]

]
E Floating payments i
] |
: )
] ]
] ]
] ]
] ]
] ]
] ]
] ]
g i g g g - !

TR

1. MR SwaphyV,=0

2. ZEREN . Swap=—Z%izHA

3. ERIEEFFNESWap Price=—Z&%izEARPrice
4. ZREBFNEIRS=—Z%FIFRA

- en en en an an en e» e e @ o> o o



ERAREAMELRTS A=

Moneyness of Options

AR k
i Moneyness Call Put i
i In the money S>X S<X i
i At the money S=X S=X i
i Out of the money S<X S>X i
N ) J
 EEA: |

| FIBTCallFIPUtRHAMEIRES



HRAR A0S (E =_ BUEE

Valuation of Options

Intrinsic value (exercise value) (RITE/{FRUNE) E
Call option: max(0, S-X) ]
Put option: max(0, X-S) i

Time value (BIE{ME) : Option premium (value/price) = Intrinsic value + Time value
At expiration: Option value = Intrinsic value
Prior expiration: Option value > Intrinsic value

ﬁ%‘ﬁwmpayoffm Profi
. FlFrTime value2 |



BN AT
Put-Call Parity

=, BUBE

Fiduciary call Protective put
= =1

C+ X/(1+RpT P+S

L

3 L ‘3';'_ = R
Long call Long bond Long put Long stock

= Synthetic call: C=P+ S - X/(1+RyT
=  Synthetic put:P=C + X/ (1+R)T - S
»  Synthetic stock: S =C + X/(1+Rp)T - P
=  Synthetic bond: X/(1+R)T=P+ S -C
#  Note: the term “+” means long and - means short.

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

| = "
| # Synthetic
|

|

|

|

|

|

|

|

|

|

|

|

|

: #  Arbitrage
|
|

1 |
2. EEAVIRIEEINEN AEF) i
3. EREBAEFiduciary call=C+K; Protective put=P+S i
4. ZERBBFEIANNTEIE N AR EBEERETH: FOT)/(1 + Rf)T + p = ¢ + X/(1+Rf)T i



oA DI ==

Factors of Options

[ e e e 1
! Call Put i
i Underlying price (S) T ! E
i Exercise price (X) | ) i
i Risk-free rate (Ry) 1 ! E
E Volatility (o) T T i
i Time to expiration (T-t) 1 T (with exception) i
| Carrying cost (6) T | i
| Carrying benefit(y) | R T

R \
IR RS EARMIIHUNME (AN



—H = 7SR = BHE

One-period Binomial Model

D=1U
i Tty = (1 + R - D)/(U - D), risk-neutral probability of an up-move; i
i Tip = 1 - my, risk-neutral probability of an down-move. i

EmEARX:
1. ZEREBH&risk-neutral probability& s IR EMN TILPR ik FEERAS i
2 i



20 BV SERTLERIR L, SEE

American Option vs European Option

i With no dividend: American call = European call = no early exercise |
i With dividend: American call > European call — may early exercise i
| Deep in the money: American put > European put — may early exercise !

EZEH:

1. EREGBFIEAmMerican calliFAR4IRIER FEA BRI TINUARANT& KT European call

2. ZREANIEAmMerican putftBdeep in the moneyRYER FERIBERRITTI AR AN TE AT European
P
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Ethical and Professional Standards

i3
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1]

=
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2 )
D —— YA —
B {AIEL = BsE

Overview

Reading1: Ethics and Trust in the Investment Profession

Introduction l Reading2 : Code of Ethics and Standards of Professional Conduct

Reading3 : Guidance for Standards 1-VII

Ethical and Professional Standards i Standards I-VII ]

Reading4 : Introduction to the GIPS

GIPS | Reading5 : Global Investment Performance Standards (GIPS)




Reading 1
Ethics and Trust
in the Investment Profession

i3

XB

1]

=



i AR5 A = BUHE

Ethics and Trust in the Investment Profession

| i Code of ethics VS. Standards of conduct . | Ethics vs. Legal standards
' A code of ethics ({SI2fliE) is a written set of |
' moral principles that can guide behavior by !
! i describing what is considered acceptable l
' behavior. ;
'Standards of conduct (ERM4THEN) serve as |
' benchmarks for the minimally acceptable ;
' behavior of community members and can help !

.lclarlfy the code of ethics. 1 :

| Situational influences

E 1.The bystander effect (EMERILL)

' 2.Large financial rewards and prestige ( short-term self-interests vs. long-term risks)
 3.Loyalty, Promotions

*E%ﬁ?)ﬂﬁ X4>code of ethics&standards of conduct, ethics&law, BEEITXEEHTICIZFIX S E
2 HESEE, TEE=HIEEIN i



Reading 2
Code of Ethics and Standards of
Professional Conduct

1]

W3X

=



(CIBHTE = BHE

Code of Ethics

‘o

' 1.Act with integrity, competence, dlllgence respect, and in an ethical manner with the public, clients, prospective
- clients, employers, employees, colleagues in the investment profession, and other participants in the global
capltal markets.

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

3.Use reasonable care and exercise independent professional judgment when conducting investment analysis,
making investment recommendations, taking investment actions, and engaging in other professional activities.

4.Practice and encourage others to practice in a professional and ethical manner that will reflect credit on
| themselves and the profession.

5.Promote the integrity and viability of the global markets for the ultimate benefit of society.

6.Maintain and improve their professional competence and strive to maintain and improve the competence of
other investment professionals.



Reading 3
Guidance for Standards 1-VII
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Standard I(A) &1ixFi% SEE

Standard I(A) Knowledge of the Law

MNZLE: ME>TFE>AEE (RIMEETAEEAM)

1.%0;%: Should know the laws and regulations related to their professional activities (54ERL

1’E$ﬁ?€ﬁ’31£1$) ; No need to be an expert (AEXKMAEEER) ;
SR 2 (cross border) BY, EMIATMRE "”E*E?él%%%%‘%&m,%ﬂﬁ

=1

=R 2.5Fi%: Must follow the more strict applicable law or the Code and Standards.
3AIEE:
QLIHE X THMFE (WEE) : Direct discussions>Report > Dissociate>Resignation
QAAHERTS: consulting the legal and compliance advisers (#7418, BEARS
FE: inactiontI AN JoiE O ER

s %?ii, ETEMRBINAE, FECAREZENEREXRFAMHEBIEAE, SIREMENES
QT

2REE, UEENEE, FTEERIT



Standard |(B) M3 zZ W E SENE

Standard I(B) Independence and Objectivity

THXER:

1. Buy-side clients: EE&EESYsell-side analystEiEFiE

2. Investment Banking Relationships: ffAREPERLEIITEREFEMER JAVEEFE (Firewall;

Restricted list)

3. Public Companies: EABISXIDHTITEGERE, otTtERER S EHABNE A

4. Issuer-Paid Research: {123keE, AETEHBESTINEABRR, REFERENIGRIKR R

otrimReEEEZER, (T SiHREXRAbonusEEAEEIL

=y 5. Selection of Fund manager and Custodian: EEFEEELIEIIEE AR, FeEZWEHAGEITHE
6. Performance Measurement and Attribution: =R IFEFIZERNAZERGFE OSSR,

7. Credit Rating Agency Opinions: {RFITERTIIEESHNTER SR BEZ 2 R iR A TSN
Travel Funding:

Be:t practice: HEfIE ; fl/h: SFAENMARMIT (remote)it, AILUESZXIARHE
Gift:

EB=1 (FHEEE) . Reglkimodest gifts, j¥=&disclose

Exception: ZFRIALA (MLARIMEREN, RETIRSAIRE) | #eILAEESZ, disclose

mpn || THER, ERESAAHOBTHANE, SR
: 2. EIRBINER, ILYEBLED EARBEROARER

9

! ECRIRT RERE
i

!

!

| I




Standard I(C) A35iE SIS

Standard I(C) Misrepresentation

1. Social Media: BEARBRER RIS EERNS2E—EHY

2. Investment Practice: ESLFRIABCRAEIRIIRS AR, A company is prohibited from

saying “we can provide all services you need” ( service list is a better choice); 7E{EFSMBEIE
NSRS, FEKE, TeeEEER

3. Performance Reporting: &i&HIbenchmark; no cherry-picking ; no guarantee

Ea 4. Omission: AgefiERREEANZD (no cherry-picking ; opinionfZ&Ffact)

5. Plagiarism: S|FHIRHE—EEMEIREAS 1A, SN2,

Exception: Information from recognized financial and statistical reporting services may not be
cited (e.g. GDP, unemployment rate, stock price)

6. Work Completed for Employer: fFRESE (2BEIRESEEREN) HARMRARER | BiRE,

RERIFARE, RAaEelER, BIRARASAIBER

EEAN 1. EEXREAVER, FIRTESEIRIRA
2. ZEEIRIVIIAR, iETEHIIMER




Standard I(D) ;¥EER SRS

Standard |(D) Misconduct

1. Professional conduct: SIHIERE LIEASFHFIEEY T4 R Misconduct; 5TELXKAIY. 1TNA
AERAERITA, AiERMisconduct

2= 2. Dishonesty, fraud and deceit : Any act that involves lying, cheating, stealing, or other
dishonest conduct is a violation;

EEZAI 1. #JErMisconduct, BEREMWIESE TIERFAIRT
2. BEBEpersonal bankruptcyxliRm, 7R RERIATHIMEEER EN

-
|

|

|

|

|

|

|

|

|

I
|

: 3. Notice: Personal bankruptcy (ESHVERIREFIREIEMAVHE=ERMisconduct, BNARIER)
|

|

|

|

1

|

|

|

|

|

|

|

| I



Standard lI(A) EXIELAFHER =IENE

Standard II(A) Material Nonpublic Information

oK. AHEHE, (EREREMASAEXIEATHER

1. BEXIERTHER

@EAPSZH: an impact on the price; investors would want to know ; reliable; effect of the
information on price is clear

B QAEAFF: KRRIEHESARATMIEEBERIEAT, FEE D AFHEAIELTFF
2. Mosaic Theory (BEF5H#i8): Public information + Nonmaterial Nonpublic information
4. EFME . IRRE—NMEEREBNEREATHEER, ERNXEHIZFEFALNTTXNMER, BEAF
ZIRFARILMERXMER
EErpt 1. EXIERATFHERRIF, BB —H#HE impact&reliable BAN4EDE]

2. BFvEIcHi, SREFIBICHEICE R LUER

1
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
:
3. Using Industry Experts: BJLARE: T3, E50RRE; A8 EXIEATHER i
|
|
|
|
|
|
|
|
1
1
1
1
1
1
1
1



Standard 11(B) hinigM SiEE

Standard 11(B) Market Manipulation

r 1
1 1
1 1
i i
! 1. Information-Based Manipulation: dissemination of false or misleading information (&% !
' ASLES) '
i 2. Transaction-Based Manipulation: distorting the price-setting mechanism i
L BA 3. MRS ERART BN (REE) |
i X R3S 5N ;
- @KR3ZS (block trade) I
| |
1 1
1 1
1 1
I |
| 1
| 1
| 1
| 1
| 1
L 1

IR EHT sl R ENAISRER

1. BRI T
RGN 2. I ANE R AR ARNA22 53 S50




Standard llI(A) Figk. iEEAZEC =SS

Standard IlI(A) Loyalty, Prudence, and Care

1. Integrity of Capital Market>Clients" interest>Employers’ interest>Employee’s interest
2. Ildentifying the Actual Investment Client

@Individual: Managing the personal assets

®@Ultimate beneficiaries: Managing pension plans or trusts

®No actual client(Mandate): Managing a fund

3. Soft Commission Policies: assets of clients (2EF&EF)

C: = @Soft dollars(Soft commissions): Purchase research services ((EFHEAZFFIZZIRS)
@When selecting broker for clients: “best transaction cost” "best execution”

®Directed brokerage: A client direct a manager to use the client’ s brokerage to purchase
services or goods; manager should disclose to the client may not be getting best executation
from it.

4. Proxy Voting Policies: ZEZFFm

cost-benefit analysis

gt 1. #lWERSETTRIER, caseR 2R {FERIEH
~IE 2. BT ESZTE (mutual fund) j8Factual client, ZBBmandate{TE1E




Standard 1l1(B) 23E3Z5 =S

Standard IlI(B) Fair Dealing

1. Fair # Equal

2. Investment Recommendations

@DUpdated recommendation: BB CFIEEF

@Clients who place orders contrary to a current recommendation: advised
3. Investment Actions

B DTreating all clients fairly
®@Oversubscribed: prorated (3ZEARELL(7I%)
®Hot issue: prohibit
@Family-member accounts: —fi[E{_

1. KEHEEE, BRAE—NESHREER
EZRHEI 2. BEUAW T 2E ik Rprorated 5L

3. X¥fEfamily-member accountsE2&—E1Z



Standard Il1(C) &5 SRS

Standard I11(C) Suitability

1. Developing an Investment Policy(IPS): Ti#EE=ERXEWZ=>HEIEIPS (RRTTLLU) > AKE&EF~
BcE (SAA)
2. Updating an Investment Policy (IPS) : At least annually; Material changes
3. The Need for Diversification:
@DIn the context of the entire portfolio
= ®@lnvest only on the basis of the information actually provided by the client
4. Addressing Unsolicited Trading Requests (5IPSHBA—3, (BEREEREKRMAIIZE)

@OMinimum impact: first educating clients on how the request deviates from IPS, then may
execute the trade

@Material impact : updating client’ s IPS and inform potential effect may be necessary ; If
clients decline to modify their IPS while insisting the trade be made, determining whether
continuing the advisory relationship with the client

1. IPSEFTRIERE K
EZAI 2. IRARBFEIPSHHARABTE K
3. ZHMSIPSHBEA—HAIRZE RN




Standard 111(D) JV&Ep&iA =EE

Standard I11(D) Performance Presentation

1. Accurate

@Prohibit misrepresentations

®@Not state or imply that clients will obtain or benefit from a rate of return that was
generated in the past

20 ®No guarantee

@No cherry-picking
®@If the presentation is brief, the member or candidate must make available to clients and
prospects, on request, the detailed information supporting that communication.

-
1
1
1
1
1
1
1
1
1
1
1
1
1
:
1
, 2. Complete
1
1
1
1
1
1
1
1
1
1
1
[ |
1
1
1
1
1
L




Standard IlI(E) {234 SRS

Standard IlI(E) Preservation of Confidentiality

~ lllegal activities
Former

Confidential Compliance with laws
2R Current L Clients Except —

Prospective-

L Customer permit

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
:
Investigation by PCP :
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1




Standard IV(A) H£ig =SWIENE

Standard IV(A) Loyalty

1. Employers’ Responsibilities
EEENSHNERERFNTIFME (BFERIRER) MIRITEEMFEEIAER
2. Employees’ Responsibilities
@ Nature of Employment
X475 employeefllindependent contractors, independent contractorRZSEIFRF
@ Independent Practice
IMNESETERIKRNGE, BFESGHEFEHEIRERE
. NEEERSHSENARERE, (S TEFERID)

® Leaving an employer

Enﬁn ¢ PLE.IIH/\/E%
Eiiélﬁu ?%@H«XEI?FU m A, (BRI R EHTEIRE TIEESLHEE
NCiprin =
NREL] 7RIk, BEREAEENFRISS
. EPE.

BRI EATIER, RabEEEe
ﬁﬂ,\}:_ﬂ«ﬂ”?'”}?’ YEIER, BRREEYEAHFEERENR
ICRNE: ERBESNE. RS, REESEFLARES, BIRemEREEREERE
. GIRIELR: AILVERASER (RERIEEER)
- HEER: FeERAEGEARAESE

——————————————————————————————————————————————————————————————————————————————————————————————————




Standard IV(A) H£ig SRS

Standard IV(A) Loyalty

@ Use of Social Media
NENAEHREARK SR AT, BEREHEEREaiA
el BB A BKSFIFAANIKS 5 FF

™ ® Whistleblowing

AN, FBER AT

1. BRIWXRAGREREEE, TXRIAFRE.
gt 2. ANHEFEREIWIERET/E, tiE/kI(D)Misconduct,
3. EE, REMRTNREE, 2B ER.
4. BRRARTUESEAHTRINFETIRR, recreateZ BIFIRESFIEEY,

]
E MREERTHIRBADIGRENZ AR m PR (TEEXR) SER, (BEE2ExRGERET=F




Standard IV(B) gi7M&RENEZHE SiHEE

Standard IV(B) Additional Compesation Arrangements

=g 1. RBETEPIHWTLML, BRERSRETKREABBIPTERES, ZLER
2. FRER: WREFmPR, FERKE, BRRSTEER

1. FOIB R ZMERIgIftISEL, REETHMIRETE, BEANRIEEIATLUL, PR
EEpt PIERRT LA, RESeRETIKRESEIBERZRIA,
: 2. MBREDESSLKE, JLUESRERREEE A,
3. LRI A rIRER R I, BRRERIEE Rz,




Standard IV(C) M EERYINEE SEE

Standard IV(C)

Responsibilities of Supervisors

1. Promotion & Delegating Supervision Duties

@ BERRZHINE], supervisor AILMENTBRERT, NIFEHNE NEUWTHITIHE, BRIER,
supervisor ARILAfAE

Q@ EZEERSHESETN, NRAFAFIEAZENAGEEZINSG, BEEXEETREIUER

2. System for Supervision

O BEURHEENRESHEIE: Supervisor WRIREATEZASSENSHEIE, SAEEZER
GixE. BRRkavEK, EMREUTER(RRE

=R o miRslENT: ATEREETERN, FAEE, WRTTNHTIRGIEIEGE, SEREIL,

AarEE: (NERRORIE, BRLORINESER

3. Supervision Includes Detection

@ Supervisor NRREASZNEREBRITA, FIEAUBELAZN, HEeHE%, —BRINAEER
HE, FERESESEFTEEDIZIERSEE

@ WRHEERIES, EREARIMRTIBERITA, BAER, IRGEEZRXERIAREMGEE,
BMERBIE/RITA, BiERAEN

1. BRNERITH, NMZREGERE, FREREERNESHLR, MRERTAEIE,

TR 2. RBLGEERIRRE, TICERWNA, #iEiE),
3

. EEHENEVENGE, REEAESEERE, SEEERME.

L p——



Standard V(A) g5 5124 SiEE

Standard V(A) Diligence and Reasonable Basis

@ Use: THEERER, RRBRMSE, BEAERMATER, FERkinER

4. Group Research and Decision Making

é%i%%t%ﬁ’ﬂ%ﬁk—%ﬁﬁ’ﬂ%‘m, NRIRGERECED I, ECIEIERTSGE,. BMYEWA, #KRAT
LAE

1 ER-=1kRekverify,

TR 2. FHEMAERMII MRS, SILAFEDTREIMERITATR R,
3. E\ARIREREIIERATMATLUER, —BRME, TARESIEFRTIEELATUA.

_________________________________________________________________________________________________ .
1. Using Secondary or Third-Party Research :

@ Secondary research: ESEAIHRE Third-Party Research: SE=FRE i

@ ALMERA—=5iRE, EEELHMSERsoundly, NRATHEECLHHASER sound /9, |
AL, MRIFEERREE !

® #lir soundness : ifRIRIR; AREIEY, REERE, IR !

@ ~EINARXBREMARSERSRERE !

2. Selecting External Advisers and Subadvisers !

= aJLARSMERERIE), (BEFEZEreview SMEEMIAAYER, RENANSERE: BEER. GUFE. KRR |
REE. RENEEEETRARE l
3. Quantitatively Oriented Techniques i

@ Develop: AREBEXNERGRATE, REAIMESEINL; BREEOETRURSHER, |

th BRI i




Standard V(B) 5IGK&EZFidE SEE

Standard V(B) Communication with Clients and Prospective Clients

-
E 1. Forms of Communication i
: @ FIRAAEANIREFSE, EEHRENEEFZ fair BY--1ll (B) i
: Q@ RHEREE, ERRERZFREFEEE--1I (D)&I(C) :
: 2. Investment Process |
i @ Informing Clients of the Investment Process |
i ZHEMEFIRERE: XREEEEMfactors, EARKIISR. FE. RBIES i
i EAVARHISE, EFEMASREMISERE ;
! = - (ERINPEEMSAR, FEREFIKEIINEGREIEREN !
! ™ ® Identifying Risks and Limitations !
I - RRISAIXEG (fTEm, %) | IREREEE (RalES) |
I IREIRER RN —ERANEHBER, AERkA%, BA8EERV(A) |
l 3. Report Presentation i
E @ FIBEXMARSITEEEL MR RAMNIZIKE ]
| @ ERENEENRY, Efreference, FEE(REF methodology —, HAETENIZERINE |
! 4. Distinction between Opinion and Fact ]
: WA XIAREFI, FHEE (4hie) . ARRSIIRELES !
| 1
: i
| i
| 1
| i
| 1
| i
L 1

s || BRSO RR AR,
: 2. HIHFHER R A5 T WAL,




Standard V(C) icR{RF SENE

Standard V(C) Record Retention

1. W47 develop or maintain & EHERANCR

R®REFIL: PESERFLHIYA]

2. Records 2ATINET=

@ BEIRnEREEFER

B @ FHEEFIRIAEHSHANZEsupporting documentationfHE A4S

3. (RFEFIR
@ WMREEENE, KEELENE
@ WEREESEIE, CFAMSENEMRETE

EEHI MREEMERTSE, NREFESE.

-
1
1
1
1
1
1
1
1
1
1
1
1
1
1 = \ -, »| Vo —_
! ® ElFaalfs, ALRIAAHEIFRSHEXE S re-create records
1
1
1
1
1
1
1
1
1
1
1
1
1
1
L™




Standard VI(A) Fllzz/hoeiR=E SENE

Standard VI(A) Disclosure of Conflicts

1. Disclosure of Conflicts to Employers (EEHESETFIZIFZR)

® SEERIFIz=PR, 8iF:

- BHeSTEEEFRENGIRER (REENLIED EZREASIESITIT AT EEFIRE

- FEEMAFEESSFRNER WEFNEREMN EMATERFNINSEFEYR,; RERMIsES E
MATRERX;, BB LEHATNEER)

- RESHFEMEIAKAEZE (FRER. additional compensation arrangement)

Q@ WEEEFPINFN @Rt EENERET

ey ® KREERWNTZR, MZRMELSETE
2. Disclosure of Conflicts to Clients (EEELSETAIF) T PZR)

@ HBAEESEHAREERLER (RERiT. FoHKE)

@ mIEESEFFIZEPENEBREZLHE: referral fees, incentive fees ,rebate([B]#0)<
3. Cross-Departmental Conflicts (ESZB{JRUIHSE)

SEHoHN: TJaeE| Eh A S RITEINES

EHoHn: BJeeEImiAER 1ES

WNERXIZER ) Z B AAE LA E)l L, IEFAIHRE TR EE R

TEAN FldT R A ERmhR, RITHE

3
i O LBAR LHATERSHAN SRR




Standard VI(B) 3ZZRAClF SlEES

Standard VI(B) Priority of Transactions

1. Integrity of Capital Market>Clients’ interest > Employers’ interest > Employees’
interest

2. Non-public Information: FEFIASEEMAFIBEXRIFATHER, WRFABTHERIN (A)

3. TARF: FREURBEZFFm,; FEENAZFRIZZZRRABRF, EFHEMEFEZEMN

4. Co-investment: HCHF@EKAENEEZFAECE ILEFERS

5. MRKNEMREEF, BEIMEFL—REZ, WRDATLUNKREKIKAPEESS, FE2FTKE
FHETHRRIAREK

smp || VMETERERAKS: Q8. FTRNOKSEFRSERERRKS
T2 MEETRANKPKGSTRIRF, BEER/ENWS, BEREESR,

R e —— |




Standard VI(C) /)8 =SS

Standard VI(C) Referral Fees

L s T
; 1. What SRMEELTEBIEMEHGEER T8 BESEPETENSRZNEERSS |
CBR |2 Why: SPREEEREEAGERE L RS ARAA :
| 3. How: 2EWEREBNER, SENAINSS i
| BEAR | 1NERTEESHR, GIREERET, HIIRUES
| ;



Standard VII(A) CFAS R R{Rix AT EN =SS

Standard VII(A) Conduct as Participants in CFA Institute Programs

1. During the Exam
@ A BefFEEES ANt A/FEL
@ AEEREHAE
o EE: AMEEREHBER, W0 HESRBER. NAYRAE. BHANE
- =R {E/ Volunteer, NSt EEETE
= ® FEEEMETEBREGLR
2. After the Exam

@
MEZRIEE

@ Expression of opinions: BAILUARXFEXFMNSHNARS

® ABEA TN ABBREFRIEERFEFCFATRS

@ AEFEPCSHEEIRMRIA

1. FESHEZSHAE, BETLUREANR
EELEI 2. AJLARIAXSCFARIAEM AR
3. BPfE#IERE T, EiERE7IE, BEMEPCSHIKE

1
i
1
i
1
i
1
i
1
i
1
i
1
:
] . . Y o f 3 A S—p a4 > AN I S AT A 1
Confidential Information: FIEBGEZHAIEMER, ZaUEE. AN, BRALUNERRBSA |
1
i
1
i
1
i
1
i
1
1
1
1
1
1
1
1
1




Standard VII(B) CFAthES. CFATRSFICFAIRER/ISIE =SS

Standard VII(B) Reference to CFA Institute, the CFA Designation, and the CFA Program

1. CFA Members E
@ MASREZM: ARIERBNER; E/MEZCFA—RER;, ZONETELE; 3IMEWARR !
reference; IIANT SiteHISociety !

Q HIEHFERFREY . BEREE, BEAIPCS l
G WERREHIESREMKE, MRinactive members, FEEIIMNRBECESLR l
o 2. CFA Charterholders i
O MHFFEASFM: AR (FEEENFITFER, ARRBNZFS) | BYCFA=LRE |
Q@ AEERMFASES AR, AEEMBETEI=1 5%, BCtehmaTalA !
3. CFA Candidates !
@ CFA Candidate IElVRELFRE®E L, (BRSEERREFISIIESE ]
@ AERETREEPD RIS I
)

1

1

1

1

1

1

Eprpt 1. CFATRERIERSZRAMM: "8=F, CFA” && "&=, Chartered Financial Analyst”
~IE 2ABEEARCFATEAR, FLURER—RMtEEER, (BRI RE XN ER




Reading 4&5
GIPS

1]

W3X

=



|5 S

Introduction

{é%i&f """""""""""""""""""""""""""""""""""""""""""""""""" §
1L IRBEEAT (investment management firms) |
| 2. ENESEEET i
3. 35local lawg/pzR, EFlocal law, FHREEFSRAVESD !

--------------------------------------------------------------------------------------------------------------

i Verification (3&3iE) BYIEIRE -

: 1. Firms that claim compliance with the GIPS self-regulate their claim of compliance. (ATLAUREREE ™
| JBSFGIPS)

i 2. Firms may voluntarily hire an independent third party to verify its claim of GIPS compliance. (13
| B S S = S ST )

' 3. Verification is performed with respect to an entire firm, not on specific composites.

a

r
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
!
|
|
!
|
|
!
|
|
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!
|
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!
|
|
!
|
|
!
|
|
!
|
|
!
|
|
|

EZHN:

1. GIPSEFEMR

2. H5HEMMAEEIPREEEAM
3. Verificationf8<|o)gk



NAKHRLERS

9 Sections of the GIPS Standards

i 0. Fundamentals of compliance

1 1. Input data

I 2. Calculation methodology

| 3. Composite construction

I 4. Disclosures

| 5. Presentation and reporting

| 6. Real estate

| 7. Private equity

i_8. Wrap-fee/Separately managed account portfolios.

1. The firm is required to initially present at least 5
years of annual performance complaint with the GIPS,
or performance since inception if the firm/composite
has been in existence less than 5 years.

2. Thereafter, the firm must present an additional
year of performance each year, building up to a
minimum of 10 years GIPS-compliant performance.

| 3.Composite construction: i
| 1. A composite is an aggregation of one or more !
l portfolios managed according to a similar investment !
l mandate, objective, or strategy. :
' 2. A composite must include all actual, fee-paying, !
: discretionary portfolios managed in accordance with |
i the same investment mandate, objective, or strategy. i
:

1

i

i1 (CompositelI=K%/4: similar, discretionary, fee-
 paying)

| BER:

i 1. UKRABRERDICIZ

| 2. VRN ER
L3' Compositetai#E 5&{4



