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Disclosure of banks contradicts empirical findings in the

industry with respect to short-termism
Motivation behind the Project
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Through a synthesis of all project sub-questions, our final
task required a twofold deliverable

Research Question

How do stakeholders perceive the How does UBS currently employ the term
concept and factor it into the long-term value creation in its disclosure
valuation of a company? relative to others?

“How can long-term value creation be
defined, measured and applied to UBS?”
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Our long-term value creation framework accounts for

stakeholders, sustainability, impact and purpose
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Each stakeholder cares about the economic, social and
environmental dimension of value creation differently
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During the research process we iteratively compared
company disclosure, indices and expert insight

Research Methodology

Publications &
Academic Literature
Research

= Annual and sustainability
Report research

» UBS Disclosure

» Industry Leaders:
Allianz, BlackRock,
Henkel, Peugeot,
Roche, SGS, Shell

» Banking Peers:
Barclays, BNP, CS, GS,
JP, MS

= Academic Literature

Sustainability Indices

Research

@ wmMmscl

Dow Jones
Sustainability Indexes

ROBeCO ©

MAORNINGSTAR R RepRisk

= MSCI

= RobecoSAM
= Morningstar

= Sustainalytics

= RepRisk
= Derive list of KPIs
used in

sustainability
reporting across
industries

Initial Framework

Creation

Conduct Interviews:

Christopher
Greenwald; Anuj
Saush; Frank
Sonneveld; Christian
Mesenhol; Tim
Langer; Isabella
Tramontana

Brainstorm KPlIs
based on input

Draft framework

Final Framework

CO(\‘\(\e“{\a\

= Compare framework
against various
sources

= Synthesise input from
theory and practice

= Back up the
framework with
relevant KPls

= Consider perspective
of each stakeholder
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Company disclosure illustrated loose commitment from
banking peers and inspiration from industry leaders

Company Disclosure Research

Companies

Definition

KPls

Other findings

©

Anonymous

No clear definition of long-term value
creation or how it is specifically created
Long-term value creation linked to
shareholders returns, sustainable
investing, performance and SDGs

Limited performance measurement
on long-term value creation is provided
beyond financial performance

Inclusion of climate related metrics
related to ESG criteria

Value creation and long-term focus is
present in through
performance goals on societal and
environmental dimensions

aims at being a leader in
sustainable investing and a recognized
innovator “Creating long-term positive
impact for our clients, investors and
society” (Annual report 2017)

The question remains: What long-term
value creation specifically means and
which KPIs supplement it?

' = Most of the banks associate long-
| term value creation with financial/ !
E shareholder’s returns
= Definition and scope of conceptare |
! not fully clear i

=  Mostly qualitative KPIs

= uses Net book value
per share as one of the indicators of
continuous value creation

= uses proxies to account
for their sustainability performance

=  For some banks (e.g.
) the
term is presented in terms of a
“vision” that is loosely committed to

= recognize the importance of
ESG metrics and goals yet often fail
to present specific and concrete
measures to achieve them

Anonymous

___________________________________________

=  Long-term value creation
conceptualized and defined at
Henkel

= At other companies mostly used
referring to financial performance
supplemented by other factors

=  Measurement and assessment
provided are partly qualitative

= All companies also provide
quantitative measures referring to
environmental impact and long-
term value creation

= shows concise strategy and
specific metrics, such as CO,
generated, water consumption

=  Part of executive remuneration at

depends on goals achieved in

sustainable development

=  Social impact and long-term value
creation seem to have been
connected to the core business to
be perceived as credible
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We selected the final set of KPls in three steps out of a
broad selection from various indices

KPI Selection Process
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— _-”1 banking industry UBS Strategy stakeholders

Sustainability Indices

Classic ESG-based
criteria for banking
industry

General corporate
sustainability
assessment across
industries

Long-term value :  Stakeholder-
creation framework | oriented detailed
with significant | key performance
materiality ' indicators

Literature
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The defined KPIs can be assigned to the various
elements of the framework
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Through its role as facilitator UBS enables the creation of
significant indirect impact
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Long-term value creation is dependent on environmental
factors such as unexpected events and megatrends

Cop ..
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The long-term value creation model provides huge

benefits to UBS on four related dimensions
Value-added for UBS

o Creating a frame of reference Defining long-term value creation e

= The framework provides an intuitive
= Complexity can only be addressed through overview of value creation at UBS
a shared frame of reference

= The framework and the underlying KPIs

= A model allows for the development of a define a measurable substance of
common language long-term value creation
= Degree of abstraction increases the = Direct as well as indirect value
adaptability of the framework creation can be illustrated through the
Confidential ICEE

e Connect sustainability and strategy Monitoring and Controlling o

= The framework seamlessly links
to UBS'’s strategy by accounting for
sustainability, client focus and risk mgmt.

= The framework helps to identify and
locate potential issues of value creation

= The comprehensive nature of the framework
empowers dynamic strategic thinking
around the topic of sustainability

= Through the KPIs progress in different
layers can be monitored more precisely

= Provides the opportunity to hold business

= |ts focus around the core business adds units accountable on their progress

to the credibility of the suggested model
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To fully leverage the model's potential, a thorough
Implementation is key
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As a newly-found model for long-term value creation, our
model faces certain limitations and challenges

Key Limitations & Challenges

O

Changing )
definition

Weighing
of KPIs

Abstraction
Level

Sample
Size

Not yet .
practically

tested

= Qualitative sample was limited with

Limitations

c Challenges

Definition of long-term value
creation might change over time
depending on external environment

Aggregation of KPls in one figure
would require the weighing of
different dimensions

It is at a high abstraction level, which
is applicable to different contexts,
but makes it difficult to day-to-day
operations

respect to interviewees and
companies considered

As it was not yet empirically applied,
it is difficult to foresee how the
model holds in practice
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