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How Financial Market Works
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How Financial Market Works
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Financial Markets Video
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https://www.youtube.com/watch?v=MpZ1YY4IvzA
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The Financial Service Industry

Every day over S 5.3 trillion are exchanged in FM
NYSE trade daily $200 billion

Globally every hour $220 billion are traded

On the UK only employs directly over 1 million people
Over 3 million people employed in related services

Accounts for 6.8% of UK’s GDP




Players in the FM

Private Investment Asset
Banking SENLE Managers




PESTEL Analysis of FM

123writing.com RBS PESTLE Analysis 2016-17

POLITICAL FACTORS

ECONOMIC FACTORS

* Brexit uncertainty.
« Regulatory pressure including new capital
requirements.

+ Brexit forced Bank of England to lower interest
rates from 0.5% to an even lower 0.25%. A low
interest rate environment hampers bank

profitability.
* New 8% government surcharge on UK bank
profits.
SOCIAL FACTORS TECHNOLOGICAL FACTORS

* Ageing population in UK core market may
mean a shift towards savings, investment and
wealth management offers as a baseline
service to meet needs of pension age
customers.

ENVIRONMENTAL FACTORS
+ Transition to a low carbon and resource-

efficient future is underway affecting RBS and
other banking firms which are required to
comply.

yyvriung.com

f LN

« Digital disruption including new blockchain
technology, biometrics, robotic automation and
rise of FinTechs present both opportunities
and threats to RBS and other legacy banks.

LEGAL FACTORS
+ The mis-selling of toxic mortgage bonds prior

to the 2008 financial crisis cost RBS $4.5bn
(£3.5bn) in litigation settlements with the US
Federal Housing Finance Agency (FHFA).

« RBS further paid $1.1bn in legal claims to the
US National Credit Union Administration Board
in 2016.
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Banking Client Segmentation
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Success Driven
D_[eamerg,Q%

Savers,23%

Ambitious
Adopters,21%

Precarious



Customer Segmentation

Customer-driven

High

Low

Organizational Integration

High

Effective Segmentation:
Brands that focus on identifying
revenue

Low

Bolt-on segmentation: Segmentation
is not seen as central part of the
organization

Structural Segmentation:
Done around products, regions or
Chanels

Sales-based:
Emphasis is on sales rather than
developing sustainable segments
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Mutual Funds Video

https://www.youtube.com/watch?v=-bLeRnOHqg-8



https://www.youtube.com/watch?v=-bLeRnOHq-8
http://www.youtube.com/watch?v=-bLeRnOHq-8

What is Branding?

”Is the representation of a firm’s culture through all forms of media”

Speeches

Social Media

PR

Marketing Collateral

Channels



Why is Branding so Important?

Norway's Sovereign Wealth Fund Hits $1 Trillion

Largest sovereign wealth funds by assets under management in 2017*

Fund

Government Pension
Fund - Global

Abu Dhabi Investment Authority
China Investment Corporation
Kuwait Investment Authority

SAMA Foreign Holdings

Hong Kong Monetary Authority
Investment Portfolio

SAFE Investment Company

Government of Singapore
Investment Corporation

Qatar Investment Authority

National Social Security Fund

Country Origin Assets
Norway shes $1t

UAE IEm $828b

ahils=] W Non-Commodity $814b

Kuwait $524b

Saudi Arabia $514b

Hong Kong B el eCllilelelis% $457b

@l Wl Non-Commodity $441b

Singapore ™= ENelaR@elgalyslele 11 $359b

Qatar B EClRAEES $320b

china Bl DEEeEunervd $295b

@ ® @ * As of September 19, 2017

@statistaCharts  Source: The Sovereign Wealth Fund Institute Forbes StatISta 5




Branding Asset Managers
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Branding Asset Managers




Branding Asset Managers

Technology
Social Good

Our People make us who we are
PIMCO

Brrxsare Hatmaway se ‘ We do simple things that work




Challenges of Branding in Asset
management

Products / Services that rely on markets
> Financial Markets are volatile
o Unpredictable
° Returns are not guaranteed

Asset Manager Operates with Peoples’ money (savings)
Financial Crisis / Financial Corruption

Channels



Communication in the AM
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Communication in the AM

LOLA SOLANA

https://www.youtube.com/watch?v=1 08 stibVw



https://www.youtube.com/watch?v=1_08_stjbVw
http://www.youtube.com/watch?v=1_08_stjbVw

Channels in Branding

e Trusted e Not reliable e Somewhat
e |Investors e Both reliable
e Expensive e Volumen * Retail

e Costly




Why Branding is important

o It instills trust.

o It simplifies choice.

o It creates pricing power.
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Product Adaptation

New Products require an increase in CAPEX

ETFs
New Regulations

Client seeking for solutions not products

AM are lagging in technology innovation



® mutual funds ® ETF E-Trade

lérmino de busqueda Término de busqueda Banco

+ Anadir comparacion

Estados Unidos 2004 -hoy ¥ Todas las categorias ¥ Busqueda web ¥

o Nota: Esta comparacion contiene temas y términos de busqueda, los cuales se miden de forma diferente MAS INFORMACION

Interés a lo largo del tiempo




Product Adaptation

Net New Flows and Fees
Global ex-China, Net Flows as % of BoP AUM Revenues and Margins
Global ex-China, Operating Margins by Cost Growth
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Source: Deloitte Skill through scale? The role of M&A in a consolidating industry Investment
Management 2017 M&A Outlook
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Product Adaptation

Methods to differertiate from competitors

85%
75% 75% 75%
72%
67%
63% B 2o 634
55%
50% 50% 50%
33%
5% 25%
19% 20%
13%

Client Best-in-class Breadth of products Flexibility to Financial strength Ability to handle
servicefexpertise technology and services customize offerings of organization complex clients/
investment structures

Total (36) M North America (21) M Zurope (8) I APAC (D)

Source: EY New opportunities for asset servicing Global Asset Servicing Study



Product Adaptation

Main drivers for growth

Investor demand for independent

pa
PRy 67%
3rd party oversight! transparency

New regulations imposed on
managers

Asset growth due to improved

ag,
performance/ asset inflows 39%
Organic expansion {offering new 369
services/ entering new markets)
M&A 22%
Demand for new technology 19%
Desire to to reduce costs/ 11% Total (36)

mprove efficiency

Source: EY New opportunities for asset servicing Global Asset Servicing Study



Product Adaptation

Growth through innovative new product offerings

Leveraging new technologies

Enhanced customer experience

Improving operational efficiency/

reducing costs

Growth through new markets/client segments

Achieving leadership through innovation

Growth through product offerings to align with competitors

Source: EY New opportunities for asset servicing Global Asset Servicing Study
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Product Adaptation

In order to be able to deliver more products at a competitive price AM need to merge with

other asset managers:
o Acquire other Companies and thus acquiring new capabilities

° During 2017 almost 257 firms merged globally

AM need to offer a wide range of products which sometimes can be limited due to lack of
expertise, thus outsourcing is key.



M&A

1980s - 1990s Early 2000s - Present 2009 - Present 2015 - 2020+

*_;n‘p

Initial Founders' Capability-Driven Post-Crisis Industry
Exits Acquisitions Buyouts Consolidation

Driver: asset Driver: asset Driver: sellers Driver: declining
management managers seeking (often banks) need economics and
viewed as highly capability to solidify balance need for scale
attractive business diversification sheets

Acquisition of Deals often resulted in Strategic and financial Never-before-seen
boutiques, often bigger firms/brands buyers very active; led broad driver of

by large financial and represent some of to some large deals M&A,; will result in
services companies today's leaders largest competitive

re-alignmentin
industry’s history



Delegate

€A The gain line
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Source: The Ambachtsheer Letter, Towers Watson



From Product to Service
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Capital Markets
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e ETFs e Funds

e Bonds e |[nvestment
e Stocks Solutions

Investment




Thank you!




