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News and Insights
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Investing Like a Forensic Accountant

Ben Graham Centre's 2023 Value Investing Conference has put the replay of Anthony's
keynote speech at its spring conference on YouTube. In the presentation, our President and
CEO talked about how he and his partners started Veritas 23 years ago and how Veritas
disrupted the capital markets business by convincing investors to pay for independent
investment research.

He also explained the Veritas framework for forensic accounting and examples of some of
our best work over the years that helped our clients avoid significant losses.

As he said, the Veritas forensic accounting process for identifying risks and opportunities
involves paying attention to the details and looking for "flammable items."

"All these little things that we consider red flags, or maybe yellow, all of them mean nothing
until there is a spark," he said. "We never know what the spark is going to be. It could be a
tweet from Hillary Clinton. It could be a report from a crazy short seller. It could be a change
in regulation from the government. It could be the economic change and shift that we're
experiencing right now."

Veritas Flammable Items Watch List:
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Changes in financial communication;

Changes in internal control structure/dynamics;

Changes in non-GAAP metrics;

Changes in accounting assumptions/estimates;

Changes in economic or competitive dynamics;

Unusual divergence between financial and operational performance;
Unusual divergence in business strategy.

"I think the timing is interesting now as we're entering a period with a lot of volatility and
uncertainty in our economic cycle," Anthony said. Low interest rates for the last 30 years led
to a rise in asset values and covered up a lot of problems in businesses, but that period has
ended as we deal with stubborn inflation and interest rates that will likely stay higher for
longer. "Now is the time to do additional due diligence."

Watch the replay on YouTube: 2023 Value Investing Conference | Keynote Speaker:
Anthony Scilipoti

You can also download the slides.

Replays for the other speakers are also available on the conference website, including
legendary value investor Howard Marks (we wrote about his talk in the newsletter in April -
here is Anthony's LinkedlIn article about what he heard).

Dr. George Athanassakos, Founder & Managing Director, Ben Graham Chair in Value
Investing, Ivey Business School and conference organizer has also been a guest on our
Fact Finder series. You can find the replay on Youtube: Contrasting Modern Portfolio
Theory and Value Investing - With Dr. George Athanassakos - Episode 89.

Veritas President and CEO Anthony Scilipoti (left) and Dr. George Athanassakos, Founder
& Managing Director, Ben Graham Chair in Value Investing, Ivey Business School (right) as
the spring conference.

The Office of the Superintendent of Financial Institutions this week announced a 50 bps
increase to the domestic stability buffer (DSB) to 3.5%, increasing the minimum CET1 ratio
requirement for Global or Domestically Systemically Important Banks (G-SIBs or D-SIBs) to
11.5%.

OSFI cited elevated and rising systemic vulnerabilities, including rising interest rates, home
prices that are climbing again, and elevated household and corporate leverage as reasons
for the higher buffer.

Our Financial Services Senior Analyst was on BNN Bloomberg to provide his take on what
this means to investors in Canadian bank stocks.

All the Big Six banks already have sufficient capital set aside to comply with the new buffer,
an thav wnn't nead tn raice mare ranital Riit what the hinhar NSR will An ie ranctrain the
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ability of the bank to increase dividends and buy back shares.

"We're at a stage where the banks are a little more capital conscious and want to preserve
their capital," he said. "We're already at that part of the cycle where banks are more
restrictive on lending. There is a reduction in the willingness to lend, but on the other side of
that, due to the increase in interest rates, the demand for loans is also in decline."

Nigel also discussed how he expects banks' earnings to come under increasing pressure.

Watch the replay: Higher 'DSB' means smaller dividend increases for banks: Analyst

In case you missed it, our related company Veritas Asset Management Inc. held a webinar
last week discussing why its funds are underweight Canadian banks.

Watch the replay: 2023 Outlook Presentation: If Not Banks, Then What?

Visit Veritas Asset Management Inc for more details about our funds, such as top
holdings, performance numbers and the latest fund commentary.*

We believe that better information leads to better investment decisions. Please feel free to
share this email with others. If a friend or colleague shared this email with you, please sign
up for Veritas Investment Research News and Insights.

You can also follow Veritas Investment Research on LinkedIn, Twitter and YouTube.

Related:

*The information contained herein is for general information purposes and does not
constitute a solicitation for the purchase or sale of securities. The full details of the Fund, its
investment strategies and the risks are detailed in the Fund’s current simplified prospectus,
annual information form, and fund facts document, copies of which may be obtained from
Sedar, your dealer, Veritas Asset Management Inc. or at Veritasfunds.com. Please read the
prospectus before investing. Commissions, trailing commissions, management fees and
expenses all may be associated with mutual fund investments. All performance data
assume reinvestment of all distributions or dividends and do not take into account other
charges or income taxes payable by any unitholder that would have reduced returns. The
performance of the Fund is not guaranteed, unit values change frequently and past
performance may not be repeated. Performance is presented in Canadian dollars, unless
otherwise stated, and is net of fees of Series F units of the Fund. Veritas is an affiliate of
Veritas Investment Research Corporation (“VIR”), which produces and issues independent
equity research regarding public issuers to investors and other capital markets participants.
Veritas is a client of VIR and receives research reports from VIR at the same time as VIR’s
other clients. VIR and Veritas have implemented policies and procedures to minimize the
potential for and to address conflicts of interest, which are available upon request.
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Use your Veritas Dashboard to search for reports by company, industry and analyst.

Celebrating 20 years of award-winning, independent, accounting-based research.
We are proud to be 100% employee-owned.

Our mission is to seek the truth from the facts

Veritas Investment Research Corp.
100 Wellington Street West
TD West Tower, Suite 3110, PO Box 80
Toronto, Ontario
Canada
416-866-8783
www.veritascorp.com
info@veritascorp.com
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