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How to deliver best long-term investment outcome to
beneficiaries (siun2in PVD)

:> Drive for long-term value creation in investees, and align interest throughout investment chain

[ 4

1 Best LT Value
Asset ,/
managers

Investee
Fiduciary R companies

obligation Good strategy
: ) Good CG
N owners Responsible business

‘ ? Short-term incentives
? Short-term investment

Long-term investment outcome

Pl 10/25



Thailand’s CG development has been well-recognised internationally

CG Watch market scores : 2007 to 2014

The World Bank’s CG ROSC:
Thailand receives higher scores than
regional averages in every category.

2007

1. Hong Kong (67)

Thailand Country Assessment vs. Regional Averages

87 83

83 83 85

64 69

I. Enforcement &  II. Shareholder I11. Equitable IV. Equitable V. Disclosure and VI, Board
Institutional Rights and Treatmentof Treatmentof Transparency Responsibilities
Framework Qwnership Shareholders Stakeholders

m Thailand 2012 m Selected Asia (Indonesia, India, Malaysia, Thaliand, Philippines, Vietnam )

ASEAN CG Scorecard

2013-2014 Average scores of the top 100 Thai listed
companies were the highest in the region.

2015 23 Thai listed companies were among the top 50
ASEAN companies receiving the highest ranking, and
two of them earned the top 5 ASEAN PLCs Awards.

2. Singapore (65)
3. India (56)

4. Taiwan (54)

5. Japan (52)

6. Korea (49)

7. Malaysia (49)
8. Thailand (47)
9. China (45)

10. Philippines (41)
11. Indonesia (37)

Sources:

1. ACGA (2012) CG Watch Report.

2010

1. Hong Kong (67)
2. Singapore (65)
3. Japan (57)

4. Thailand (55)
5. Taiwan (55)

6. Malaysia (52)
7. India (49)

8. China (49)

9. Korea (45)

10. Indonesia (40)

11. Philippines (37)

2012

1. Singapore (69)
2. Hong Kong (66)
3. Thailand (58)

4. Japan (55)

5. Malaysia (55)
6. Taiwan (53)
7. India (51)

8. Korea (49)

9. China (45)

10. Philippines
(41)

11. Indonesia (37)

2014

1. Hong Kong (65)
2. Singapore (64)
3. Japan (60)

4. Thailand (58)

5. Malaysia (58)
6. Taiwan (56)
7. India (54)

8. Korea (49)

9. China (45)

10. Philippines
(40)

11. Indonesia (39)

2. The World Bank (2013) Report on the Observance of Standards and Codes: Corporate Governance Country Assessment.
3. IOD (2014) Seminar on ASEAN Corporate Governance Scorecard Country Reports and Assessments 2013-2014.

4. I0D’s Press Release Thai listed firms lead regional pack in 2015 ASEAN CG Scorecard.
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CG Watch 2016 - Thailand’s overall score remains at 58%,
albeit a place drop in ranking

CG Watch market scores: 2010 to 2016

(%) 2010 2012 2014 2016 Change Direction of CG reform
2014 vs
2016 (ppt)
Australia - - - 78 -
1. Singapore 67 69 64 67 (+3) Mostly sunny, but storms ahead?
2. Hong Kong 65 66 65 65 - Action, reaction: the cycle of Hong Kong life
3. Japan 57 55 60 63 (+3) Cultural change occurring, but rules still weak
4, Taiwan 55 53 56 60 (+4) The form is in, now need the substance
|5. Thailand 55 58 58 58 - Could be on the verge of something great, if... |
6. Malaysia 52 55 58 56 (-2) Regulation improving, public governance failing
7. India 49 51 54 55 (+1) Forward movement impeded by vested interests
E;gsgnyzisems matter 8. Korea 45 49 49 52 (+3) Forward movemen.t impeded by vested interests
Asia’s path to better home-grown governance 9. China 49 45 45 43 (-2) Falling further behind, but enforcement better
S Cormaicam 10. Philippines 37 41 40 38 (-2) New policy initiatives, but regulatory ennui
11. Indonesia 40 37 39 36 (-3) Losing momentum after progress of recent years

Source: Asian Corporate Governance Association

> Thailand’s CG development was mainly owing to:
« Governance reform and law amendments - class action, private placements, Anti-corruption Act, and SOE Act;
« SEC enforcement on high profile cases; and
- market force by institutional investors

> The highest score category: Accounting and Auditing (77%)

> The lowest score category: Political and Regulatory (45%)
Source: Asian Corporate Governance Association (2016) CG Watch Report I 14/25



Three Pillars of Discipline for building trust and transparency
in the Thai capital market

The ecosystem supporting trust and transparency of the
capital market requires a combination of mechanisms,
based on:

1. regulatory discipline;
2. self-discipline; and

3. market force

Bl 505



I Corporate Governance Code 2017

Establish Clear Leadership Role
and Responsibilities of the Board

nannns
dwnsSuusenean:iUou U 2560
Corporate Governa nce Code 1
ot o Ensure Engagement

and Communication 8 2
with Shareholders

Ensure Disclosure
and Financial

r . CG CODE
Integrity

2017 3

Strengthen Effective
Risk Management 6 4
and Internal Control

Nurture Innovation and
Responsible Business

Define Objectives that
Promote Sustainable
Value Creation

Strengthen Board
Effectiveness

Ensure Effective CEO and
People Management

Bl 6/25



| Paradigm shift

_-

« Max shareholders’ wealth v’ Sustainable company’s health
« Short-term financial focus, v Long-term sustainable value
corporate success = share price creation

Corporate governance with shareholders focus is not enough.

N 17/25



I Governance Outcome

CG Principle 2012 CG Code 2017

Building Creating

sustainable
value

Confidence

1. Respect SH Rights

2. Equitable treatment

3. Role of stakeholders
4. Disclosure

5. Board responsibilities

Performance with long-term perspective
Responsible business

Good corporate citizen

Corporate resilience

B w =

wiusie compliance and performance roles of the board
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Best LT investment
outcome for beneficiaries

Creating
sustainable
value

Institutional

Investors

Active monitoring m
Escalating engagement

Voting
Collective action

nansssuinuia
mMsavnu

danSugiasnuanitu

Investment

Governance Code
for Institutional Investors

« Investment policy
« Handling conflict of interest
« Reporting compliance

s
©
5
%
®
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Investment Governance Code for Institutional Investors
"I Code”

3.
IT should make informed
investment decisions and
engage in active ongoing
monitoring of investee
companies.

2.
1. II should properly prevent
11 should adopt a clear and manage COI and
written governance policy. prioritise advancing
the best interest of clients.

4.
II should apply enhanced 5. 6.
monitoring of engagement II should have a clear policy II should act collectively with
with the investee companies on exercising voting rights and other investors and
if monitoring is considered disclosure of coting resulits. stakeholders as appropriate.
insufficient.

7.
II should regularly disclose the
i investment governance policy
o | and compliance with the
policy.

Investment
Governance Code
for Institutional Investors

NN 20/25




51 signatories have asset under management of
THB 9.3 trillion, accounting for 60% of GDP 2017
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I i lunasnudisaviaavdnaisisenidsu I Code
m=) Responsible Investment

/
7

. 72% wavrniaiad vitain Responsible
Investment strategies lead to better
long-term investment decisions

« Part of their fiduciary duty

« Long-term nature of Long-term . , , ,
a pension fund’s contribution e JUANINWUIN consideration of
s : to sustainable ESG factors actually leads to
liabilities means its development

investment outperformance

and lead to an enhanced
management of risks

investment horizon
is also long-term

nuneLie: 1. survey by RobecoSAM
2. Arabesque Asset Management, Oxford University, Mercer and Harvard University

Source: Swiss Pension Fund and Responsible Investment 2015/2016 report

https://shareaction.org/wp-content/uploads/2016/05/WWFEnglishReport.pdf I 22/25



https://shareaction.org/wp-content/uploads/2016/05/WWFEnglishReport.pdf

dghatinvn1s@nwuln usiinnitlu Long-term a¢ outperform

Outperformance by «  Wamauunuuavnasnu Conservative fund (Tnawaes PVD)

long-term companies

azsinnINnadniilu ESG

Total Return Annlzd 10Yr (%)

12.0 10.5
10.0 8.6
8.0
6.0
4.0 23 4
2.0 l -9
Earnings Revenues cap!;:::;l::ion Equity SET Index Bond mg:‘k?;
« Long-term oriented companies in US nunenuie: CG Fund, Total Return Annlzd 5Yr
outperform their industry peers Source: Morningstar Direct

Source: http://www.mckinsey.com/qglobal-themes/long-term-
capitalism/Where-companies-with-a-long-term-view-outperform-their-peers
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I UNUINAaInzAsTsNNAIsTAaINUAIauavn1sUlsznesu I Code

—t

3 simple Incorporating stewardship criteria into manager searches
actions 2. Monitoring their activities in order to gain a greater understanding
of their stewardship approach
3. Ensure they are aligned to and adhering to the funds’ own policy

« Has the fund chosen to commit to the stewardship code?

« Which approach has the fund adopted for stewardship?

Implementation (delegated to asset managers; managed internally, etc.)

Questionnaire
» Has the fund included its policy on stewardship?

« The fund monitors its investee companies by:
Outsourcing to asset managers; undertaking direct engagement with companies

* Does the fund oversee their managers’ compliance with the agreed policies?

Source: https://www.plsa.co.uk
ps:// P I 20/25
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