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SRI — steady growth of a niche market

mm Growth market
* Assets under management & number of funds

Largest funds in Europe {on 30 June 2004}
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SRI & the Mainstream?

mm [ stimated €336 billion of institutional SRI in Euro pe
e Screening & “engagement”
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SRI & Brokers - Why?

mm Rating agencies can’t match investors’ queries
* A need for more sustained & high-level contact with com panies
* A need for senior-level knowledge & expertise
* A need for more reactivity

mm Fnancial & extra-financial can be adressed together
* A need for better investment timing
e Materiality & predictability

mm Rating Agencies vs. Brokers
* Business Models at stake
e The investor « free rider » remuneration model
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SRI: Overview
The Information Integration Process
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EAl - SRI Becomes Mainstream!
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Bl Enhanced Analytics Initiative (EAI)
* Investors with €457 billion in AUM
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B [Extra-financial issues & intangibles as underlying drivers of
performance

*Environment, governance, social, societal etc.
- Better informed investment decision making
- Better absolute risk management & wealth protection
- More consistent alpha

= 500+ of global broker commissions for SRI (€5min 20  05)

mm CM-CIC Securities selected as one of the top-4 brok  ers
» 23 brokers evaluated globally
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EAI: spurring the brokers

ENHANCED ANALY TICS INITIATIVE

Main observations: Output increases

e Reports submitted increased by almost a factor
4 compared to previous evaluation

* Providers are actively responding to EAI's call

e Qutput remains skewed to certain sectors and
- issues, but less than before

e Increased coverage of corporate governance,
emerging environmental liabilities, consumer
and public health issues, business ethics etc.

e Limited to equity, only one report on credit
research
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EAI: spurring the brokers
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Beyond EAI: Further Mainstreaming SRI

Bringing in new information (i.e. market efficiency)
* New information (ex. externalities)
» Mispriced information

Restructuring extra-financial information
* Quantitative models
 Qualitative interpretations

Integration with financial valuation models
*DCF
*Béta Risk assessment

Focusing on long-term scenarios?
 Reasonable growth for value stocks?

Focusing on new risk and opportunities?
e Towards renewables stocks?
e Sustainable top down selection?



CM-CIC / ESN:
The European Securities Network
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CM-CIC |/ ESN:
Structure of SRI Research Model
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CM-CIC /JESN & SRI

A new approach to SRI
e Not SRI as it was or is commonly understood
* SRI as a long-term material risk / opportunity

Strategic decision to integrate SRI
» Leadership decision to integrate SRI as a strategic element
* Major axe for differentiation — research & commercia |

Dedicated resources

 Creation of dedicated SRI team to coordinate effort s
- Valéry Lucas-Leclin — Head of SRI Research
- Sarj Nahal — SRI analyst & ESN Coordination

e Integration of SRI into regular sales functions

Research & commercial
e Governance, thematic & sector studies
« Commercial events (roadshows, site visits, 1-tolse tc.)
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CM-CIC /ESN Approach to SRI

Lead role of financial analysts

e Understand company & sector, business model, materi al risk &
opportunity issues, long-term view & vision

* SRI team = facilitation & support

Start with corporate governance
e Mainstream client acceptance & demand
e Understood by financial analysts & companies

Other extra-financial issues (social & environmenta )

e Focus on material risks & opportunities
- Short & long-term

 How is the company placed to address these challeng es
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CM-CIC / ESN
SRI — Research Accomplishments 2004

Major sector reports
e Auto & Offshoring
 Pharma & Africa
 Pharma & Transparency
e Reinsurance & CO2
o Utilities & CO2

Major thematic reports
* France & offshoring
« Corporate governance

Other research
» Sector challenge overviews (Aerospace, Auto, Pharmae  tc.)
 Ad hoc research based on client demand

Presentation of research to clients
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2005 CM-CIC | ESN
SRI Research & Sales Plan

ESN SRI 2005 research & sales plan submitted for the E Al

Corporate governance
e Systematic integration into mainstream reports
« Summary reports (France, Europe)

Ad hoc integration of social & environmental issues
 Financial analyst regards issue as material; client de mand

Specific reports already delivered
*QOil & Gas; Workplace stress, Class actions; Havas; Gazd e France

Commercial events

» Breakfast briefings (bi-weekly), European roadshows (X 12-15), FAIRE
(June 2005)
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CM-CIC / ESN: a Leading Role in Europe

Interest in a multi-local network
SRI: a pioneering commitment since 2002

First awards, first rewards:
e« Thomson Extel SRI survey:
- CM-CIC / ESN ranked #5 SRI European broker in June 20 05

« EAl recognises CM-CIC as a leading broker in SRI/  EFI:
- Jan 2005 in the top 10 globally
- June 2005 in the top 4 globally

16



CM-CIC & Corporate Governance (CG)

Strategic decision to integrate CG into all “blue chip " reports
 Leadership decision
* Any major report (i.e. 12+ pages)
» 2 pages of analysis — 1 page qualitative & 1 page qu  antitative
 ESN — top European capitalised companies by end-2005

Rationale behind the decision
» Growing recognition of good/bad CG on company performanc e
 Link between CG & business strategy, investment case , performance
» Well-established & growing investor activity & interes ton CG
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CG — Analysis

4 key areas for qualitative & quantitative analysis

Shareholding & voting rights
« Share structure, major & minority shareholders, vot Ing rights

Independence & control
e Board structure, independence, competence, balance & diversity

Remuneration
 Link between pay & performance

Experience & Diversity
« Strengths, improvements, weaknesses, gaps [nb qualit ative only]

(Exclusionary criteria)
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CG — The key points

Socially Responsible Investment
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CG - Remuneration

Using quantitative data and average comparison

REMUNERATION
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