PRACE NAUKOWE

Uniwersytetu Ekonomicznego we Wroctawiu

RESEARCH PAPERS 271

of Wroctaw University of Economics

Zarzadzanie finansami firm
— teoria i praktyka

Tom 1

Redaktorzy naukowi

Adam Kopinski, Tomasz Stonski,
Bozena Ryszawska

UE Wydawnictwo Uniwersytetu Ekonomicznego we Wroctawiu
Wroctaw 2012



Redaktorzy Wydawnictwa: Elzbieta Kozuchowska, Aleksandra Sliwka
Redaktor techniczny: Barbara Lopusiewicz

Korektor: Justyna Mroczkowska

Lamanie: Adam Dgbski

Projekt oktadki: Beata De¢bska

Publikacja jest dostepna w Internecie na stronach:

www.ibuk.pl, www.ebscohost.com,

The Central and Eastern European Online Library www.ceeol.com,

a takze w adnotowanej bibliografii zagadnien ekonomicznych BazEkon
http:/kangur.uek.krakow.pl/bazy ae/bazekon/nowy/index.php

Informacje o naborze artykutow i zasadach recenzowania znajduja si¢
na stronie internetowej Wydawnictwa
www.wydawnictwo.ue.wroc.pl

Kopiowanie i powielanie w jakiejkolwiek formie
wymaga pisemnej zgody Wydawcy

© Copyright by Uniwersytet Ekonomiczny we Wroctawiu
Wroctaw 2012

ISSN 1899-3192
ISBN 978-83-7695-219-2 (calo$¢)

ISBN 978-83-7695-223-9 t. 1

Wersja pierwotna: publikacja drukowana
Druk: Drukarnia TOTEM



Spis tresci

Abdul Nafea Al Zararee, Abdulrahman Al-Azzawi: The impact of free
cash flow on market value of firm...........ccocoveiiiiinininice
Tomasz Berent, Sebastian Jasinowski: Financial leverage puzzle — prelimi-
nary conclusions from literature reVieW........cceeuveeveerieenieenieenieenreeveesveenens
Michal Buszko: Zarzadzanie ryzykiem konwersji kapitatu nieruchomosci
(EQUILY FELEASE) ...ttt et
Magdalena Bywalec: Jako$¢ portfela kredytow mieszkaniowych w Polsce w
latach 2007-2011 ....coiiiiiiiiiiiccee e
Jolanta Ciak: Model of public debt management institutions in Poland and
the models functioning within the European Union ..........c.cccccecevinennne.
Leszek Czapiewski, Jarostaw Kubiak: Syntetyczny miernik poziomu asy-
metrii iINformacji (SMAIL) .ooocviiiiieeee e
Anna Dos: Low-carbon technologies investment decisions under uncertainty
created by the carbon market............ccoeevveeiieiiiiiiiieie e
Justyna Dyduch: Ocena efektywnos$ci kosztowej inwestycji proekologicz-

Jozefa Famielec: Finansowanie zreformowanej gospodarki odpadami komu-
NAINYINT coviiiiiiieiiccceee ettt te et sbe e b e ebeesbeesbeesseenseenseenseas
Anna Ferus: The use of data envelopment analysis method for the estimation
of companies’ credit TISK ........cccvieciiiiiiiiiii et e
Joanna Fila: Europejski instrument mikrofinansowy Progress wsparciem
W 0bszarze MikrofinanSOW..........cecuieriieriierienieieeeee e
Stawomir Franek: Ocena wiarygodnosci prognoz makroekonomicznych —
doswiadczenia paktu stabilnosci i wzrostu a wieloletnie planowanie bud-
ZEEOWE ..ttt ettt ettt ettt ettt set e ettt ettt e bt e bt e sateesab et eab et e bt e e bt e e nbreeseneesaneeeane
Pawel Galinski: Produkty i ustugi bankowe dla jednostek samorzadu teryto-
1121NEZO0 W POISCE ...vviiiiieiiiecie e
Alina Gorczynska, Izabela Jonek-Kowalska: Kwity depozytowe jako zrod-
fo finansowania podmiotéw gospodarczych w warunkach globalizacji
rynkOW finanSOWYCH ..ccvviiiiiieiiciccee e
Jerzy Grabowiecki: Financial structure and organization of keiretsu — Japa-
NESE DUSINESS ZIOUPS.c.vvieurieerieeieieerireesteesreesseeeseeessaeessseessseesssesssseessseeenes

11

13

22

40

49

59

68

79

88
100

113

123

133

144

152

162

172



6 Spis tresci

Sylwia Grenda: Ryzyko cen transferowych w dziatalno$ci przedsigbiorstw
POWIGZANYCH ..ttt
Maria Magdalena Grzelak: Ocena zwiazkoéw pomigdzy naktadami na dzia-
falno$¢ innowacyjng a konkurencyjnoscig przedsigbiorstw przemystu
SPOZYWCZEZO W POISCE...ecviiiieiiiiiiciii et
Agnieszka Jachowicz: Finanse publiczne w Polsce w $wietle paktu stabilnosci
Agnieszka Janeta: Rynkowe wskazniki oceny stanu finanséw publicznych
na przyktadzie wybranych krajow strefy euro........cccceveevvenienienceneenen.
Agnieszka Janeta: Obligacje komunalne jako instrument finansowania roz-
woju lokalnego 1 regionalnego.........cccvevveeriienieeniieiieiieieeie et eneees
Bogna Janik: Efficiency of investment strategy of Socially Responsible
Funds CalVert........ooiiiieiiiiiccieeeeceesece et
Anna Jarzembska: Obszary zarzadzania ptynnoscig finansowa w publicz-
NEJ SZKOIE WYZSZE] .veeuveeniieiieiieiteteet ettt
Tomasz Jewartowski, Michal Kaldonski: Struktura kapitatu i dywersyfika-
cja dziatalno$ci spotek rodzinnych notowanych na GPW............ccocveeee.
Marta Kacprzyk, Rafal Wolski, Monika Bolek: Analiza wptywu wskazni-
kow ptynnosci i rentownosci na ksztattowanie si¢ ekonomicznej wartosci
dodanej na przyktadzie spotek notowanych na GPW w Warszawie..........
Arkadiusz Kijek: Modelowanie ryzyka sektorowego przy zastosowaniu me-
tody harmONICZNE] ...ocveeeieiieiieiieieeeee ettt
Anna Kobialka: Analiza dochodow gmin wojewodztwa lubelskiego w latach
2004-2000 ... e
Anna Korombel: Zarzadzanie ryzykiem w praktyce polskich przedsig-
DIOTSEW <.ttt et
Anna Korzeniowska, Wojciech Misterek: Znaczenie instytucji otoczenia
biznesu we wdrazaniu innowacji MSP..............ccccoovvereverrrersereneenes
Magdalena Kowalczyk: Wykorzystanie narzedzi rachunkowosci zarzadczej
w sektorze finanséw publicZnyCh..........ccoovvevveriienieniieieeee e
Mirostaw Kowalewski, Dominika Siemianowska: Zarzadzanie kosztami
za pomoca zarzadzania przez cele na przyktadzie zakladu przetworstwa
TNHESNIEZO X .eeutieutieutienteenteeteeteete e bt enteente e teeteenbeenbeenseenseenteanseenseenseenseensean
Pawel Kowalik, Blazej Prus: Analiza wyznaczania kwoty na wyréwnanie
dochodéw w krajowych niemieckich systemach wyréwnania finansowe-
g0 na przyktadzie 2011 TOKU........covervieriieiieiieie et
Sylwester Kozak, Olga Teplova: Covered bonds and RMBS as secured fun-
ding instruments for the real estate market in the EU............c.ccccveenennnn.
Malgorzata Kozuch: Preferencje podatkowe jako narzedzia subsydiowania
przedsigwzig¢ ochrony STOdowiska ........c.cceceeviriniiiiininieicincceeee
Marzena Krawczyk: Gotowo$¢ inwestycyjna determinantg pozyskiwania
kapitatu od aniotOW DIZNESU.........ccvvevvieriieriieiieieeeeeeeee e

202
214

226

236

247

256

265

279

289

302

313

322

334

343

353

367

378



Spis tresci

Marzena Krawczyk: Teoria hierarchii zrodet finansowania w praktyce in-
NOWACYJNYCH MSP W POISCE ........vvoeeoeeeeeeeeeeeeeeee e
Jarostaw Kubiak: Planowanie nalezno$ci na podstawie cyklu ich rotacji
okreslanego wedtug zasady lifo oraz wedtug wartos$ci $redniej................
Iwa Kuchciak: Crowdsourcing w kreowaniu wartosci przedsiebiorstwa.......
Marcin Kuzel: Chinskie inwestycje bezposrednie na $wiecie
— skala, kierunki i motywy ekspansji zagranicznej ............ccceeeveeeeuveeruneene
Katarzyna Lewkowicz-Grzegorczyk: Progresja podatkowa a redystrybucja
AOCROAOW ...ttt e
Katarzyna Lisinska: Struktura kapitatowa przedsigbiorstw produkcyjnych
w Polsce, Niemczech 1 Portugalii.........cceevveeviveriieiieniieiieieeie e
Joanna Lizinska: Problem doboru portfela poréwnawczego w dtugookreso-
wej ewaluacji efektow kolejnych emisji akCji ....cceeevveeniiiiiienciieciieciieens
Bogdan Ludwiczak: Wykorzystanie metody VaR w procesie pomiaru ryzy-

Justyna Lukomska-Szarek: Ocena zadluzenia jednostek samorzadu teryto-
rialnego w Polsce w latach 2004-2010..........cccvevveevrieriierienieeie e
Agnieszka Majewska: Wykorzystanie opcji quanto w zarzadzaniu ryzykiem
pogodowym w przedsigbiorstwach sektora energetycznego......................
Monika Marcinkowska: Rachunkowos¢ spoteczna — czyli o pomiarze wyni-
kow przedsigbiorstw w konteks$cie oczekiwan interesariuszy ..................

Summaries

Abdul Nafea Al Zararee: Wplyw wolnych przeptywow pieni¢znych na
Warto$C rynkowa firmy ......eecverieiienieiiceeeececee e
Tomasz Berent, Sebastian Jasinowski: Dzwignia finansowa — wstepne
wnioski z przegladu [eratury.......c.oovveevvieriienieeieeeeeee e
Michal Buszko: Risk management of real estate equity release.....................
Magdalena Bywalec: The quality of the portfolio of housing loans in Poland
T 2007-20T1 ettt
Jolanta Ciak: Model instytucji zarzadzania dtugiem publicznym w Polsce na
tle modeli funkcjonujacych w Unii Europejskiej .......cccccevvvevverivevivenveannnn
Leszek Czapiewski, Jarostaw Kubiak: Synthetic measure of the degree of
INTOrmMation aSYMIMELIY ....eccuvieiieeeiieeiieeeeeiee et eesreeebeeereeeeeeesaseeeenas
Anna Dos: Decyzje o inwestycjach w technologie obnizajgce emisje CO,
w warunkach niepewnosci stwarzanej przez europejski system handlu
CINLISJAIMNL.1evteeuveeereesieesteeteesteenteesteesseesseesseenseenseesseesseasseassesnseansesssennseessesnsenns
Justyna Dyduch: Assessment of cost effectiveness of proecological
TNVESEIMEIIES ...ttt ettt et ettt ettt et sat e st esaaesaeesaneeas
Ewa Dziawgo: The analysis of the properties of floored options....................

397

407
418

427

439

449

459

468

480

490

502

21

39
48

58

67

78



8 Spis tresci

Ryta Dziemianowicz: Economic crisis and tax policy in the EU countries ...
Joézefa Famielec: Financing of reformed economy of municipal waste ..........
Anna Feru$: Wykorzystanie metody granicznej analizy danych do oceny
ryzyka kredytowego przedsigbiorstW.........cccverveerieeniieniienieenieeieeieeieeneenn
Joanna Fila: The European Progress Microfinance Facility as an example of
the support in MICTOfINANCE. ... .ccvvevieiieiieie ettt
Stawomir Franek: Credibility of macroeconomic forecasts — experiences of
stability and growth pact and multi-year budgeting planning ...................
Pawel Galinski: Banking products and services for local governments in
POLANA ...
Alina Gorczynska, Izabela Jonek-Kowalska: Depositary receipts as a
source of businesses entities financing in the conditions of globalization
of financial MAarkets ..........ccoeoiiiiiiiiiie e
Jerzy Grabowiecki: Struktura finansowa i organizacja japonskich grup
KkapitaloWyCh KeiretSt .......ceevuieiiieiieieieeeeeeee e
Sylwia Grenda: Transfer pricing risk in the activity of related companies ....
Maria Magdalena Grzelak: Assessment of relationship between outlays on
innovation and competitiveness of food industry enterprises in Poland....
Agnieszka Jachowicz: Public finance in Poland in the perspective of the
Stability and Growth Pact ..........ccccoviiiiiiiiii e
Agnieszka Janeta: Market indicators assessing the state of public finances:
the case of selected euro zone COUNLTIES.......c.eeueeeeruiriirierienieeieeesee e
Agnieszka Janeta: Municipal bonds as a financing instrument for local and
regional develoPMENLt........cceevviiriieriieriieiieie ettt e
Bogna Janik: Efektywnos¢ strategii inwestycyjnych funduszy spotecznie
odpowiedzialnych Calvert ..........coceeiieiiiiiiiieeeee e
Anna Jarzembska: Areas of liquidity management in public university .......
Tomasz Jewartowski, Michal Kaldonski: Capital structure and
diversification of family firms listed on the Warsaw Stock Exchange ......
Marta Kacprzyk, Rafal Wolski, Monika Bolek: Liquidity and profitability
ratios influence on economic value added basing on companies listed on
the Warsaw Stock EXchange..........cccoceeiieiiiiiiiieieieeeceeeeeeeee
Arkadiusz Kijek: Sector risk modelling by harmonic method ......................
Anna Kobialka: Analysis of revenue of Lublin Voivodeship communes in
2004-2000 ...t
Anna Korombel: Risk management in practice of Polish companies.............
Anna Korzeniowska, Wojciech Misterek: The role of business environment
institutions in implementing SMES’ innovations ............ccceceeveeiiernieenenns
Magdalena Kowalczyk: Using tools of managerial accounting in public
FINANCE SECLOT ...vviieiiiieiieiteeete ettt

123
132

151

161

171

180

190
201

213

225

235

246

255
264

278

288

301

312
321

333



Spis tresci

Mirostaw Kowalewski, Dominika Siemianowska: Cost management
conducted with the utilization of Management by Objectives on an
example of meat processing plant..........ccecceeveerieriieniienienie e

Pawel Kowalik, Blazej Prus: The analysis of determining the amount of the
financial equalization in German’s national financial equalization systems
on the example 0f 2011 ....cc.ocviiiieiicieeie e

Sylwester Kozak, Olga Teplova: Listy zastawne i RMBS jako bezpieczne
instrumenty finansujace rynek nieruchomosci w UE..........cccoccoviiiinnn.

Malgorzata Kozuch: Tax preferences as the instrument of subsidizing of
€C0l0gICal INVESTMENLS........eecvieiieiieie ettt e e eae e e

Marzena Krawczyk: Investment readiness as a determinant for raising
capital from bUSINESS aNZEIS ........ccvevvieviieriiiiieiecie e

Marzena Krawczyk: Theory of financing hierarchy in the practice of
innovative SMEs in Poland.............occooiiiiiiiiiii

Jarostaw Kubiak: The receivables level planning on the basis of cycle of
rotation determined by the LIFO principles and by average value.............

Iwa Kuchciak: Crowdsourcing in the creation of bank company value .........

Marcin Kuzel: Chinese foreign direct investment in the world — scale,
directions and determinants of international expansion ..............cc.ccuveene...

Katarzyna Lewkowicz-Grzegorczyk: Tax progression vs. income
TEAISTIIDULION. ...ttt ettt ettt et e et enseeneeas

Katarzyna Lisinska: Capital structure of manufacturing companies in
Poland, Germany and Portugal............ccccoevvevieniienieiiccceee e

Joanna Lizinska: The long-run abnormal stock returns after seasoned equity
offerings and the choice of the reference portfolio..........cccceeeeviecirennennnn.

Bogdan Ludwiczak: The VAR approach in the risk measurement ................

Justyna Lukomska-Szarek: Assessment of debt of local self-government
units in Poland in the years 2004-2010.........cccceeverieriierierieenieeieeieeieeneenn

Agnieszka Majewska: Weather risk management by using quanto options
in enterprises of the eNergy SECtOT.......ccvivvieviieriieiieie e

Monika Marcinkowska: “Social accounting” —or how to measure companies’
performance in the context of stakeholders’ expectations ...........ccccoeuu.e.e.

352

366

377

387

396

406

417
426

438

448

458

467
479

489

501



PRACE NAUKOWE UNIWERSYTETU EKONOMICZNEGO WE WROCLAWIU
RESEARCH PAPERS OF WROCLAW UNIVERSITY OF ECONOMICS nr 271 e 2012

Zarzadzanie finansami firm — teoria i praktyka ISSN 1899-3192

Bogna Janik

Poznan School of Banking

EFFICIENCY OF INVESTMENT STRATEGY OF
SOCIALLY RESPONSIBLE FUNDS CALVERT

Summary: The subject of the in-depth analysis was effectiveness of Socially Responsible
Investment. Twoanalyzed funds were selected from the American market of Calvert Socially
Responsible Funds. The measure of investment effectiveness was log of returns. Moreover,
the risk was estimated by conditional variance of ROI. It was based on GARCH (1,1) model.
It is assumed in the paper that ROI and the risk generated by the thematic fund are different
(lower) from the market average represented by S&P500 index. Therefore, American inve-
stors, while choosing from SRIs, are motivated not only by potential profit but also by the
awareness of social purposes for which SRIs were created. Additionally, the paper presents
the research results pointing at differences in approach to SRIs on American and European
markets. The differences regard the definition of investment, the business involved, professio-
nal vocabulary and applied strategies.

Keywords: Socially Responsible Investment, efficiency, risk, investment funds.

1. Introduction

All investments are future oriented, so it is be very important how money is used by
investment intermediary. Socially conscious investors seek to secure their own fi-
nancial future by putting investment capital to work in sustainable and healthy socie-
ty. This trend has became visible during the financial crisis which has also been
called the crisis of trust. Rebuilding the trust to investment institutions presents itself
in convincing the society that financial means they are entrusted with support social-
ly responsible investment and that the companies using them observe corporate go-
vernance. Socially Responsible Investment (SRI) is a term used to refer to the prac-
tice of directing investing funds in the ways that combine investor’s financial
objectives with their commitment to social concerns such as social justice, economic
development, peace or a healthy environment [Haigh, Hazelton 2004, p. 59-71].

The main aim of this paper is to present efficiency and strategy of some invest-
ment funds, which are socially responsible funds (Calvert). Additionally, this paper
presents conditional volatility of return on investment estimated by GARCH (1,1)
Model.
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2. Definitional confusion

The whole area is based on definitional confusion. Much of this confusion between
“ethical”, “socially-responsible” and “sustainable” terms is based on institutions or
persons who defined it. For example Ethical Investing Association [2006] SRI is
called ethical investing and defined as “[...] an investment process which reflects
with values and beliefs on individuals and mission-based organizations regarding to
environment, society, laborrights, governance and ethics”. Socially Investing Forum
[2006] defined it as ““ [...] an investment process that considers the social and envi-
ronmental consequences of investment, both positive and negative, within the con-
text of rigorous financial analysis”. UN Principles for Responsible Investment [2006]
enrich this definition with ESG factors (Environmental, Social, Governance), noti-
cing there “[...] is a growing view among investment professionals that environmen-
tal, social and governance (ESG) issues can affect the performance of investment
portfolios”. Based on thedefinitionandassessmentpractices we can define sustainable
investing as an evolutionary synthesis of traditional investing approaches with a pro-
active stance on suitability.

Sparkes connects the concept of CSR and SRI. “[...] CSR and socially respon-
sible investing are the essence mirror images of each others. Each concept basically
asserts but business should generate wealth for society but within certain social and
environmental frameworks. CSR looks at this from the viewpoint of companies, SRI
from the viewpoint of investor of those companies” [Sparkes 2002]. Generally, SRI
is the process of investing in companies that implement CSR standards.

3. Socially responsible market

Numbers support the volume of sustainable investment market. World Investment
Forum states that in the United States almost 11 % of investment funds assets are
engaged in SRI companies while in Europe (according to European Sustainable In-
vestment Forum) 17%. [Social Investment Forum 2006]. The data point at the enga-
gement of investment institutions but private investors, venture capital and private
equity should not be underestimated. SRI is based historically— it comes from reli-
gious movements which developed differently in the US than in Europe [Kinder,
Lydenberg, Domini 1994; Kinder, Domini 1997, p. 12-19; Kreander, Molyneaux,
McPhail 2003; Sparkes 1995]. The differences regard the aims, definition and the
use of basic notions, different structure and strategy of the subject on the market. The
American approach emphasizes social aims while the European approach stresses
financial outcome [Louche, Lydenberg 2006, p. 37]. The subjects on the American
market are mostly individual investors and the state is not much involved. In Europe
these are mostly institutional investors [Solomon, Solomon, Norton 2002, p. 1-13].
Moreover, European countries are significantly involved in sustainable investment.
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Another difference are applied investment strategies. In the US the negative selec-
tion is more emphasized than in Europe [Giamporcaro-Sauniere 2004, p. 62].

Socially Responsible Investing dates back hundreds of years. The modern roots
of this phenomenon can be traced back to the impassioned political climate in the
1960s. The ranks of socially concerned investors grew dramatically throughout the
1980s. At that time some investment strategies were focused on pressuring the whi-
te minority government of South Africa to dismantle its racist system of apartheid
[Schueth 2003].

4. Main social strategies Socially Responsible Intermediaries

Table 1 presents investment strategies used by investment funds during the selection
of a company to the portfolios. This strategy can be divided into two: core and board
strategies. The main differences between them are due to the involvement level.
Moreover, the core strategies are better defined as there are more details.

Table 1. Investment strategies used by investment funds

Core strategies
Positive screening The selection within the given investment universe, of stock of com-
Best-in-Class panies that perform best against a defined set of SEG criteria. This
may include Best-in-Class or SRI theme funds instead.
An approach in which leading companies with regards to ESG crite-
ria from each individual sector or industry group are identified and
included into portfolio. (Subset of positive screening)
SRI theme funds They may focus on sectors such as water, energy or issues such as
the transition to sustainable development and a low carbon ener-
gy. These funds must show an explicit SRI motivation taking into
account ESG consideration in a fund construction process. (Subset of
positive screening)

Values — based exclusion This refers to exclusion when more than two negative criteria are
applied.
Norms-based exclusion Negative screening of companies according to their compliance
with international standards and norms such as issued by OECD,
UNICEF.
Board strategies
Simple screening An approach that excludes given sectors or companies from funds

such as arms manufactures, tobacco, animal testing

Engagement A long term process of dialogue with companies which seek to
influence company behavior in relation to their social, ethical and
environmental practices.

Integration The explicit inclusion by asset managers of ESG risk into traditional
financial analysis.

Source: [Eurosif 2010].
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5. Strategy of Calvert investment fund

Each SRI strategy employs one of three proprietary approaches: Calvert Signature
Portfolios, Calvert Solution Portfolios or Calvert SAGE Portfolios. Investment port-
folios integrate two distinct research frameworks: a rigorous review of financial per-
formance and a thorough assessment of environmental, social and governance per-
formance. Investment portfolios selectively invest in companies that create products
and services designed to solve some of today’s most pressing environmental and su-
stainability challenges. Each Solution Fund has different criteria that reflect the ove-
r-arching issues and opportunities in its sector. Investment portfolios emphasize stra-
tegic engagement to advance environmental, social and governance performance in
companies that may not meet certain standards today, but have potential to improve.

Table 2. Calvert’s SRI approaches

Calvert Signature Portfolios

Calvert Solution Portfolios

Calvert SAGE Portfolios

Investment exlusions
— Tobacco

— Weapons

— Firearms

— Alcohol

— Gambling

— Human right issues
— Nuclear

Investment exlusions

Calvert Global Alternative Ener-
gy Fund

— No new nuclear

— Human rights issues

Calvert Water Global Fund

— Tobacco

— Weapons

— Human rights issues

Investment exlusions
— Tobacco

— Weapons

— Human rights issues

Investment criteria

— Governance and ethics

— Environments

— Workplace safety

— Product safety

— Human rights

— Indigenous peoples’ rights
— Community relations

— Holding pass all core criteria:

Investment criteria

Holdings are considered by the
criteria relevant to the alternati-
ve energy sector and the water
sector, including:

specific issues related to human
rights and indigenous people’
rights

Investment criteria

All companies are eligible
expect those that are exclu-
ded for tobacco, weapons
and human rights

amount of portfolios
14

amount of funds

31

amount of portfolios
2

amount of funds

5

amount of portfolios
1

amount of funds

3

Source: Calvert.com.
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6. Return and volatility specific to from GARCH(1,1) model for
selected Calvert funds

Managementeffectivenessanalysis has been defined on the bases of daily returns for
two funds and index S&P500. Daily continuously compounded returns for the selec-
ted data are calculated as (R =100*log(p,/p, ,)) where R and p, are the daily returns
and prices respectively. This paper defines two investment funds: equity funds from
Signature Portfolios and Solution Portfolios. From the group Signature Portfolios
Calvert Large Cap Growth Fund (934) has been chosen and from Solution Portfolios
Calvert Global Alternative Energy Fund (971) has been selected, from each type A
group. The analysis has been conducted for three periods: the year 2008, 2009and
2010. The results have been compared with market benchmark that is S&P500. 2
271observations have been conducted. The Dickey-Fuller test suggests that the re-

turn series have been produced by stationary series.

Table 3. Data statistics for two SRI funds and S&P500 (2008)

Statistics Fund 971 Fund 934 Index S&P500
Mean —0.3445387 —0.24293376 —0.192056143
Std. Dev. 3.586306633 2.671636602 2.582815477
Variation coefficient (%) 1040.9 1099.74 1344.82
Kurtosis 4.043112978 4.026952602 3.777820839
Median 0 —0.153964619 0
observations 253 253 253
Source: own calculation.
Table 4. Data statistics for two SRI funds and S&P500 (2009)
Statistics Fund 971 Fund 934 Index S&P500
Mean 0.082274878 0.111203338 0.08361111
Std. Dev. 1.981994234 1.648409984 1.717394573
Variation coefficient 2408.998 1482.338 2054.027
(%)
Kurtosis 0.776292808 2.113923327 1.913215351
Median —0.114220458 0.103840069 0.186894689
observations 252 252 252

Source: own calculation.
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Table 5. Data statistics for two SRI funds and S&P500 (2010)
Statistics Fund 971 Fund 934 Index S&P500

Mean —0.089142338 0.043306126 0.047735263

Std. Dev. 1.610937916 1.182188339 1.137780558
Variation coefficient 1897.15 2729.841 2383.552

(%)

Kurtosis 1.589987456 1.977342493 2.023576621
Median 0 0.080354611 0.079881239
observations 252 252 252

Source: own calculation.

The data presented in Table 3 show that average level of returns for analyzed
fund 934 and S&P500 was almost equal. Average return was negative in the analy-
zed cases and risk was higher for fund 971 than for 934.The data presented in Table
4 show that average level of returns for analyzed fund 971 and S&P500 was almost
equal. Average return was positive in the analyzed cases and risk was higher for fund
971 than for 934. The data presented in Table 5 show that average level of returns for
analyzed fund 934 and SP500 was almost equal. In the period analyzed the average
returnsfor the fund and the index was positive.Standard deviation shows significant
dispersion of data. The value of variation coefficient confirms these results. The ana-
lysis of variation coefficient confirms the above results. Variation coefficient is very
high because for fund 934 it amounts to almost 3000% which means that standard
deviation is over 3000% of the average value. Only in 2008 kurtosis for 971 and 934
funds was more than three. For normal distribution the value of kurtosis is three.

Returns present themselves differently for thematic fund fromSolution Portfo-
liosstrategy. Average return is differentfrom S&P500 index. In 2008 it was lower
than index, in 2009 almost the same as index and 2010 was lower than index. It me-
ans that better results in the period analyzed were generated by index S&P500 funds
than by thematic funds (ecological).

The risk might be presented as conditional deviation of returns specified from
GARCH model. The estimation of a GARCH model involves the joint estimation
of'a mean and a conditional variance equation. The GARCH(1,1) model is stated as
follows:

The mean equation Y, =X 0 +v,

Where X, is a vector of exogenous variables.

The conditional variance equation gtz =qa, +a,V f_l + a30t2_l

Where the parameters a,, a, and o, satisfy a > 0, o, > 0 and o, > 0 and are expla-
ined as follow:

a: A constant term.

a,v’, (the ARCH term): News about Volatlhty from the previous period are me-
asured as the lag of the squared residual V., from the mean equation.
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a,07, (the GARCH term): Last period’s forecast variance as a function of the
past residuals VoV

% k —
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Figure 1. Conditional deviation of returns specified from GARCH model.

Source: own elaboration.

The superficial analysis of Figure shows that the risk specified by GARCH (1,1)
model conditional deviation of returnsfor fund 971 is bigger than for fund 934.

7. Conclusions

Dynamic development of SRIs is considered to be a recent phenomenon.One of the
reasons is the decrease of social trust for regional and global investments which is
obvious especially after the last financial crisis. Moreover, in the time of modern
technology information flow and excessive amountof information, there is a need to
highlight investments supporting environmental protection and complying with ethi-
cal standards. Despite general agreement concerning the idea a lot of authors present
differences in their approach to SRIs, especially on European and American market.
The differences concern: aims, market subject, terms used and strategy. American
approach emphasizes social values whilst European approach is more about finan-
cial target and investment effectiveness. The analysis of effectiveness presents vario-
us results depending on a strategy. A comparison of returns in 2008-2010 and risk
estimation for funds (thematic and big companies) and index S&P500 confirm pre-
vious hypothesis. The result of quantities research points at bigger differentiation
between thematic fund and S&P500 then among big companies fund.
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EFEKTYWNOSC STRATEGII INWESTYCYJNYCH FUNDUSZY
SPOLECZNIE ODPOWIEDZIALNYCH CALVERT

Streszczenie: Przedmiotem poglebionej analizy bylo zbadanie efektywnos$ci inwestycyjnej
spotecznie odpowiedzialnych funduszy inwestycyjnych Calvert. W pierwszej czesci
przedstawiono dylematy zwigzane z trudnoscia w definiowaniu spotecznie odpowiedzialnych
inwestycji. Nastepnie zaprezentowano strategie stosowane przez instytucje zbiorowego
inwestowania, dzialajace na rynku spotecznej odpowiedzialnosci. W koncu przeprowadzono
badanie ich efektywnosci i ryzyka. Do badania zostaly wybrane fundusze z rynku
amerykanskiego z grupy spotecznie odpowiedzialnych funduszy Calvert. Badaniu poddano
dwa fundusze, po jednym z grupy funduszy tematycznych i funduszy duzych spotek.
Poréwnano je z benchmarkiem rynkowym, indeksem gietldowym S&P500 w okresach
rocznych, tj. za 2008, 2009 1 2010 r. Jako miara dochodowosci inwestycyjnej zostata przyjeta
logarytmiczna stopa zwrotu. Dodatkowo oceniono ryzyko, wyznaczajac wariancj¢ warunkowa
tychze stop zwrotu z modelu GARCH (1,1). Analiza wymienionych funduszy pokazata, ze
najwigksze ryzyko przy najnizszych stopach zwrotu wystepuje w funduszu tematycznym,
natomiast fundusz duzych spolek zachowywal si¢ podobnie jak S&P500. Wyniki badan
moga sugerowac, ze fundusze tematyczne ze wzgledu na gorsze wyniki i wigksze ryzyko nie
powinny znalez¢ poparcia wérdd inwestorow. Jednak na rynku amerykanskim aspekt ochrony
srodowiska, silnie promowany przez lobby ekologiczne, przyczynit si¢ do wspierania przez
uczestnikow rynku tychze inwestycji ze zgoda na nizsza efektywnosc.

Stowa kluczowe: spolecznie odpowiedzialne inwestycje, efektywnos$¢ spolecznie odpowie-
dzialnych funduszy inwestycyjnych, model GARCH (1,1).





