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ABOUT THE SURVEY

The CFA Institute Global Market Sentiment Survey was created to seek input from
CFAInstitute members and gather feedback on market sentiment, performance, and
market integrity issuesin 2012. The results will be used to offerregulators and the
financial media commentary on how our members viewthe prospects for ethical
practice and markets in 2012. The Global Market Sentiment Survey 2012 is an
extension of the CFA Institute Financial Market Integrity Outlook Survey which has
beenconducted since 2007.

METHODOLOGY

An online survey was conducted from 2-11 November2011. 58,385 members globally
were invited to participate in the survey; 2,726 responded, for an overall response rate
of 4.67% and a margin of error of £1.85%. Aggregate results were re-weighted to
reflectthe actual geographic distribution of CFA Institute members.

Note: Graphs and charts may not add to 100% due to rounding.
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Executive Summary

J A\

Pessimism mounts overthe prospectsforimprovedintegrity of capital markets.

Over three-quarters of survey respondents see no prospectof improved integrity in the
markets in 2012, despite significant regulatory reform efforts globally. It is difficultto
imagine strong market performance unless faith can be restored in the fairness of markets
for all participants. 22% of those surveyed think the integrity of global capital markets will
be worse in the coming year (13% felt this way the previous year), while 22% feelit will be
better (32% feltit would be better in previous survey). Pg.21

Thelack of visible progress in improving global capability to detect and mitigate
systemicrisksis weighing heavily on members.

38% of members globally see “improved regulation and oversight of global systemic risk”
as being the most needed regulatory/industry action in 2012, as compared to only 23% in
2011. Slow starts at the national policy level and lack of progressin global coordination of
systemic risk oversightare being outpaced by investor concerns about the potential for
future systemic disruption. Pg.28

Equities are expectedto underperform other asset classes.

59% of respondents globally predictthat asset classes other than equities will be top
performersin 2012. U.S. respondents are outliers, with a majority predicting global equity
markets to be top performers. Weak economic conditions and the overhang of perceived
systemic risks may contribute to poorexpected returns for risk assets like equities. Pg.11
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Executive Summary
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A Glimmer? - Thereare hints of improved market confidenceand trust.

Most respondents feel that the impact of the global financial crisis on market trust and
confidence will persistfor another 3-5 years, similar to the sentiment expressed lastyear.
But only 25% predict continued fallout beyond 5 years, down modestly from 32% who
expressed that view last year. Pg.18

The BRICs are an island of optimism over localeconomic prospects,while Europe
Is largely negativeon economic prospects in 2012.

Local respondents in BRIC countries (especiallyin Brazil, India, and also in Australia —
whose economyis largely tied to the BRICs through commaodities) overwhelmingly predict
economic expansionin their home markets in 2012. The outlook is much differentin
Europe, where 85% or more of local respondents in key countries (France, UK,
Switzerland) see no prospect of economic growth in the coming year. Pg.9

The Sovereign Debt Crisis is likely to continue.
Three-quarters of respondents see no improvementin the current sovereigncrisis in
2012. Sentiment is fairly uniform across the globe in this respect. Pg.16
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RESPONDENT PROFILE

EMEA — Europe, Middle-Eastand Africa
AMER — North and South America

APAC — Asia Pacific
Years with CFA charter

Region*

16-20 years
3%

> 20 years
-~ 3%

No Charter
10%

Em *Distribution of actual respondents. Aggregate results were reweighted to
L TuTE reflect the actual geographic distribution of CFA Institute members. 6 MARKET INTELLIGENCE
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LOCAL AND GLOBAL MARKET OUTLOOK FOR 2012

Q.In 2012,do you expectyour local market’'s economy/theglobal marketeconomy
to expand, contract, or stay roughly the same?*

« Memberstend to be more optimistic about the health of the local market economy
than that of the global market economy.

* A significantly higher proportion of membersin APAC than in AMER and EMEA
feelthe global market economywill contractin 2012.

 Membersin AMER and APAC are more optimistic than members in EMEA that
their local market’'s economywill expand in 2012.

m Global = AMER = APAC EMEA

46% 47%

0
44% 42%

42% 20% 41%
36% 38%
349 °°7° 349, 35% 34%
30% 31% 0 30%
. 29% 5704 27%
24% 25%
21%
17%
12% I

Expand Contract Stay the same Expand Contract Stay the same
Global Market Economy

Local Market Economy

E F g *Not Sure” option notdisplayed
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LOCAL MARKET ECONOMY - By Country

Q.In 2012,do you expectyour local market’'s economyto expand, contract, or stay
roughlythe same?*

ALL

_ BRAZIL
CANADA

LATIN AMERICA
— USA
[ FRANCE
GCC
GERMANY
RUSSIA

S. AFRICA
SWITZERLAND
— UK

AUSTRALIA
CHINA

HK

INDIA
JAPAN

SINGAPORE

Note: GCC includes aggregate of countries in the Gulf
Cooperation Council (Bahrain, Kuwait, Oman, Qatar,
INSTITUTE Saudi Arabia, and United Arab Emirates)

mExpand mContract = Stay roughly the same
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* Not Sure” option notdisplayed

Note: Latin America includes
aggregate of countries in Latin

America and the Caribbean. 9 MARKET INTELLIGENCE
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GLOBAL MARKET ECONOMY - By Country

Q.In 2012,do you expectthe globalmarketeconomyto expand, contract, or stay
roughlythe same?*

ALL

BRAZIL
CANADA
LATIN AMERICA
USA

FRANCE
GCC
GERMANY
RUSSIA

S. AFRICA
SWITZERLAND
UK

AUSTRALIA
CHINA

HK

INDIA
JAPAN
SINGAPORE

mExpand mContract = Stay roughly the same
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ASSET CLASS RETURNSIN 2012

Q. Rank the following assetclassesin order of expected totalreturnin the global

markets in 2012,where lis the highestexpected returnand 5 is the assetclass with
the lowestexpected return.*

* Globally, more membersfeelthat equities are likely to have the highest expected return of
all assetclassesin 2012, but a majority of respondents predictassetclasses other than
equities will have higher returns

* InAPAC, however, an equal proportion of members believe precious metals will have the
highest return.

m Global mAMER = APAC EMEA

45%

15% 15% 16% 1504 15%

11% 0
9% 9% 10%

8%

Equities Precious Metals Commodities Bonds Cash

E m *Data represents proportion of members ranking the asset
HNSTITUTE class as likely to have the highest expected return in 2012. 11 MARKET INTELLIGENCE



ASSET CLASS RETURNSIN 2012 — By Country

Q. Rankthe following assetclassesin order of expected totalreturnin the global
markets in 2012,where 1lis the highestexpected returnand 5is the assetclass with
the lowestexpected return.

mEquities ®mPrecious Metals mCommodities =Bonds Cash

ALL | L <1 T S G 0% 9%

BRAZIL | 1 S 7 S A 2 0 /G 0%
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E m *Data represents proportion of members ranking the asset
HNSTITUTE class as likely to have the highest expected return in 2012. 12 MARKET INTELLIGENCE



LOCAL EMPLOYMENT OPPORTUNITIES FOR INVESTMENT
PROFESSIONALSIN 2012

Q.In 2012,do you expectemploymentopportunities for investment professionalsin
your localmarketto increase,decrease,or stay aboutthe same?

* Alarger proportionof membersin APAC (23%) expectemploymentopportunities to
increase than those in AMER (13%) and EMEA (8%).

» Majority of members in EMEA (55%) expect employmentopportunities to decrease.
* Globally, half of members expectemploymentopportunities to stay about the same.

mincrease w®Decrease = Stay aboutthe same

57%

55%

Global AMER APAC

E Ii Q *Not Sure” option not displayed
INSTITUTE

EMEA
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LOCAL EMPLOYMENT OPPORTUNITIES FOR INVESTMENT
PROFESSIONALSIN 2012 — By Country

Q.In 2012,do you expectemploymentopportunities for investment professionalsin
your localmarketto increase,decrease, or stay aboutthe same?

ALL

BRAZIL
CANADA
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S. AFRICA
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GLOBAL DEBT AND
CREDIT CRISIS OUTLOOK




SENTIMENTS ON SOVEREIGN DEBT CRISIS

Q.In 2012,do you expecttheglobal sovereign debtcrisis to:

m Get worse mStay about the same ®Improve Not sure

3% 5%

Global AMER APAC EMEA

 Membersentiments on the sovereigndebtcrisis are similar across regions.
* 52% of members expectthe global debtcrisis to getworse in 2012.
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SENTIMENTS ON SOVEREIGN DEBT CRISIS-By Country

Q.In 2012,do you expecttheglobal sovereign debtcrisis to:
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LASTING IMPACT OF THE CREDIT CRISIS

Q. Thecurrentglobalfinancial crisis has severelyimpacted markettrustand
confidence. Approximately howlong do you believe thatimpactof the current
crisis will last?

* Majority of members feel that the impact of the global credit crisis will last 3-5 years, which
is consistentwith 2011. The proportionwho feelit will last more than 5 years has
decreased from 32%in 2011 to 25% in 2012.

* 34% membersin APAC regionbelieve that the impact of the credit crisis will last between
1-2 years, as opposedto AMER (22%) and EMEA (21%).
« APAC membersseemto be more optimistic for 2012 with only 15% indicating the impact

will last beyond 5 years which is a change from 2011 when 26% indicated that it would last
more than 5 years.

ml-2years m3-5years =Morethan 5years

49% 47% 48%

34%

34%

32%

52% 52% 52% 50% 52%
26%

26% 250 26% 21%
19% 18% 18% 24 22% 21%
I | I I I I ]

Global Global AMER APAC EMEA
2012
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LASTING IMPACT OF THE CREDIT CRISIS—- By Country

Q. Thecurrentglobalfinancial crisis has severelyimpacted markettrustand
confidence. Approximately howlong do you believe thatimpactof the current
crisis will last?
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OUTLOOK ON INTEGRITY OF GLOBAL CAPITAL MARKETS

Q. Do youthink theintegrity of global capital markets in 2012 will be better or
worsethan 20117

* Over half (56%) of members feelthat the integrity of global capital markets will
stay about the same in 2012.

» The proportion of memberswho think the integrity of global markets will be better
has fallen from 32% in 2011 to 22% in 2012.

» 22% of members feel that the global capital markets will be worse in 2012, up
from 13% in 2011, indicating members are less optimistic that integrity of global
markets is improving.

m Better mAbout the same Worse

13% 13% 14% 12%
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ETHICAL ISSUES FACING LOCAL AND GLOBAL MARKETS

Q. Please rank the following ethical issues facing your local market in the coming year from the

most serious (1) to the least serious (6). Each number (1-6) can be used only once:
* Financial advisers: mis-selling of products by financial advisers

» Market fraud: such as insider trading

* Financial reporting: honesty and integrity of financial reporting generally

» Derivatives: disclosure and use of financial derivatives by financial firms

» Markettrading practices: such as dark pools and high frequency trading

* Investment management :the quality of senices and cost/compensation structure

Global Market*
* The mostserious issue facing global markets for 2012 is “mis-selling of products by financial advisers” followed
closely by derivatives.

* “mis-selling of products by financial advisers” and “Investment management” have increased in importance the
most since 2011.

Local Markets Global Markets

m2011 m2012 m2011 m2012

26% 23%

22% 21% 500, 20%  20%

18% 16% 16%

15%
16%16%  150,16% -

Financial Market fraud Derivatives Financial Market Investment Financial Market fraud Derivatives Financial Market Investment
Advisers Reporting trading Management Advisers Reporting trading  Management
practices practices

INSTITUTE " Representsthe % of membersranking #1 (mostserious) ethical issue in local/global markets. 22 MARKET INTELLIGENCE



MOST NEEDED REGULATORY OR INDUSTRYACTION

Q. Which one of the following regulatory or industry actions is mostneededin
the coming year to help improvemarkettrustand integrity?

* Globally, “Improvedregulation and oversight of global systemic risk” is the regulatory
action membersfeelis most neededin 2012.

* In 2011 "Improved enforcement of existing laws and regulation” was the mostneeded
(31% vs. 22%in 2012) industry action.

= Improved regulation and oversight of global systemic risk

m Improved enforcement of existing laws and regulations

m Improved transparency of financial reporting and other corporate disclosures

= Improved market trading rules on transparency and frequency of trades
Other*

ececy 38% | 22% [ | kS 14%

=y 6% [ 25% [ | R 11%

2012

e  38% | 1% [ | b 17%

s 43% | 1v» [ | U 19%

el  23% |  31% | - [ e 14%

=  21% |  34% | [ e 11%

L 26% | . 23% | kv [P R 17%
L 29% | ' 21% | i EUCEE 19%

2011

APAC

EMEA

ms TITUuTE *Other (Improved corporate governance practices, Improved auditing practice and standards, Other) 23 MARKET INTELLIGENCE



MOST NEEDED REGULATORY OR INDUSTRY ACTION*— By
Country

Q. Which one of the following regulatory or industry actions is mostneededin
the coming year to help improvemarkettrustand integrity?

1. Improved regulation and oversight of global systemic risk

12012 =2011

ALL 38%

BRAZIL . 47%
AMER CANADA s 43%

LATIN AMERICA v 39%

L USA o 28%

0,
FRANCE 35007

GCC 34%
GERMANY a7 49%
EMEA RUSSIA 7 54%
S. AFRICA T 36%

SWITZERLAND T, 42%
— UK 44%

AUSTRALIA 2600 47%

36%
APAC Hi 0

INDIA 2L"3905

JAPAN - 47%
| SINGAPORE . 46%

ms TITUTE *Regulatory/Industry options based on three highest ranked actions globally. 24 | MARKET INTELLIGENCE



MOST NEEDED REGULATORY OR INDUSTRY ACTION*— By
Country

Q. Which one of the following regulatory or industry actions is mostneededin
the coming year to help improvemarkettrustand integrity?

2. Improved enforcement of existing lawsand regulations

m2012 =2011

AL e e 3%/,

BRAZIL 1824 26%

AMER CANADA 22% 30%

I USA v 36%

— FRANCE 4 26%
GCC v 20%
GERMANY 4 2204
EMEA RUSSIA 84 36%
S. AFRICA 2233’
0, 0
SWITZERLAND 8%%05

404
— UK 25%

[ AUSTRALIA 16% 8%
CHINA a2t 24%
HK o 16%
INDIA : 24%
JAPAN % 21%
| SINGAPORE “ 250

APAC
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MOST NEEDED REGULATORY OR INDUSTRY ACTION*— By
Country

Q. Which one of the following regulatory or industry actions is mostneededin
the coming year to help improvemarkettrustand integrity?

3. Improved transparency of financial reporting and other corporate disclosures.

m2012 m2011

ALL < 18%

BRAZIL 10% 29%
CANADA 222 20%

RN ey
L USA n 17%

— FRANCE 10%
Gee 4 24%
GERMANY 4 120
EMEA RUSSIA v 18%
S. AFRICA 5 25%
SWITZERLAND Ot 21%

AMER

804
— UK 22%

0,
AUSTRALIA 162 23%

CHINA VAL 29%
APAC e T 47

INDIA 05”0
JAPAN & 15%

| SINGAPORE v 16%
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RISKSTO GLOBAL AND LOCAL CAPITAL MARKETSIN 2012

Q. Whatdo you see asthe biggestriskto globaland local capital markets in 20127

» The biggestperceivedrisk to global capital markets in 2012 according to membersis
“Systemic Disruptions” followed by “Weak economic conditions” and “Political Instability”.

» The biggestperceivedrisk to local capital markets according to members s “Weak
economic conditions”.

§ Systemic disruptions B Weak economic conditions  ® Political instability = ® Excess regulation = Weak regulation Other

3o, [ I - I N -+ I WS V5% 5%
59, [ I - I N - IS V5 5%
2o, [ I - I N :; I I 5% %
7 I W -+ I N -+; I I 1 5%
a1 I o I O > I N - I S We 5%
I - N <o I R o I N P 5%
157 [ N - I N - I NS 1 5%

*No opinion”option not displayed
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RISKSTO GLOBAL CAPITAL MARKET IN 2012 - By Country

Q. Whatdo you see asthe biggestriskto global capital markets in 2012?

m Political instability =~ ®mWeak economic conditions m Systemic disruptions Other*
*Other (Excess regulation, Weak regulation, Other)

rymmy  21% [  30% [ <hys | 11%
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RISKSTOLOCAL CAPITAL MARKETSIN 2012 - By Country

Q. Whatdo you see asthe biggestriskto local capital markets in 20127

mPolitical instability mExcess regulation ®mWeak regulation ®Weak economic conditions ® Systemic disruptions = Other
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COMPANIES WITH INCREASED CASH ON BALANCE
SHEETS

Q. Manycompanies are carrying increasing amounts of cash on their balance
sheets.In 2012,those companiesshould:

 Members feel the best option for companies to use excess cash is to retain it for appropriate
investment opportunities.

 EMEA region members believe companies should retain cash to “self-fund” during uncertain
credit environment.

* Ahigher proportion of members in AMER than in APAC and EMEA think companies should
begin or increase dividend payments.

* Ahigher proportion in APAC than other regions think companies should buy back shares.

mTotal mAMER ®=mAPAC =EMEA

34% 100 33%
0

11% 11%11%

10%
° 9% 9% gy gy

6%

3% 3% 204 204

3% 20

Retain the cash for Retain the cash to Begin or increase Do a share buy back Make special Other No opinion
appropriate investment "self-fund" inlight of  dividend payments distributions to
opportunities the uncertain credit shareholders

environment
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COMPANIES WITH INCREASED CASH ON BALANCE
SHEETS-By Country

Q. Manycompanies are carrying increasing amounts of cash on their balance
sheets.In 2012,those companiesshould:

ALL

BRAZIL
CANADA

LATIN AMERICA
USA

FRANCE
GCC
GERMANY
RUSSIA

S. AFRICA
SWITZ.

UK

AUSTRALIA
CHINA

HK

INDIA
JAPAN
SINGAPORE

m Retain the cash for appropriate investment opportunities
m Retain the cash to "self-fund” in light of the uncertain credit environment
mBegin or increase dividend payments
m Do a share buy back
= Make special distributions to shareholders
Other
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QUESTIONS?

CONTACT

Matthew Orsagh, CFA, CIPM
Director, Capital Markets Policy
matt.orsagh@cfainstitute.org
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