Trends and developments in Asian
asset management and fund
distribution
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What are CEQOs saying about
the state of their industry?



| PwC Global annual CEO survey

_ED

global CEOs

79

countries and a
range of industries

20

in-depth
interviews

20th Annual Global CEO Survey - AWM
PwC

1,379 global interviews conducted between September
and December 2016

2,196 members of the Global PwC CEO Executive Panel
were invited to participate via the online survey
contributing to the total online responses

36% have revenues of $1 billion or more

Industry data cuts for ~20 sectors

Quantitative research supplemented with face-to-face
interviews with 20 CEOs

The research was co-ordinated by r2i, part of PwC'’s Consulting practice in Northern Ireland



Presenter
Presentation Notes
This year, PwC interviewed over 1,300 CEOs from across 79 countries.  The survey was conducted between September and December 2016.  We have around 20 industry cuts that will launch Feb 20. 

In addition to the quantitative surveys, we also had in-depth discussions with 20 CEOs from a wide range of sectors and countries.
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Asset Management growth confidence

o
92%

of asset management CEOs are
‘very confident’ or ‘somewhat
confident’ about their revenue
growth in 2017

29%

AWM CEOs expect
growth to improve
compared to 30% in
2017

20th Annual Global CEO Survey - AWM

PwC

2017

USA China Germany UK




| Finding new paths to profitable growth

Malaysia's Affin Hwang launches Value Partners
feeder fund

By Shanner IGNITES
Malaysia’s . ASIA

access to a 4 Financial Times Service hise
RM100 mil| Print| Close Window ased

Aberdeen buying Flag Capital to widen global alts

offerings
3 1 ()/ By Mary Grace Brody M 5 IGNITES
0 3 ASITA
Aberdeen Asset Manage A Financial Times Service
Almost a third (31 I:LE,);I O‘f statement from Aberdee] p.; | close Window
the asset management - - - I
. o China's Xiaomi, E Fund in investment app launch
CEOs surveyed
reported engaging with =
R . N ; AsmnlnveStor online investment application that works on its devices,
CUSTOMeErs [hll D[ig h Inside Asia-Pacific’s asset management industry
j'i:"flnrll[ VEn “H‘\\:_TS_. :S ra ft‘g fI'L" Am u ndi to move i nto Asia 'S com petitive magement, will be made available to abour 100 million
alliances or informal

ETF marketplace

By Bernadette Tio | 16 March 2015

-onsiderine doine s The French asset manager will soon make its debut in
consiaering dong so. Asia's ETF market, which its North Asia CEO

collaborations, while
another 32% are

PwC 5



| ] ]
Potential business threats

Top five potential business threats to company’s growth prospects

Availability Speed of Shifting Lack of trust
of key skills technological consumer in business
change behaviours

1% 66% j 64% B 61%

PwC
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Attention is moving from bankers to asset managers,
and will be as unrelenting

UK to extend market abuse rules to fund firms

FINANCIAL TIMES

The new bogeymen
Obama frains his sights on
asset managers

nt for market abuse will be extended to
England itself under a clampdown
ight. So reports the Financial Times.

Hedge funds and private equity firms need to be smarter

W hen US politicians wanted t
to attack: the “fat-cat banke
This week, President Barack Oban
students. But instead of railing ag4
asset managers who make up the b

private equity players. “The top 25
kindergarten teachers in the count|

LS President Barack Obama 100k aim al assal

m IGNITES
ASIA

A Financial Times service

China sanctions 4 fund firms in latest probe

The China Securities Regulatory Commission (CSRC) announced on Friday last week it has imposed
sanctions on four asset management companies and three securities firms due to failures in their
information technology systems.

Shenzhen Rongtong Capital Management is banned from signing on new segregated accounts for six
months, while a similar ban on Fuanda Fund Management, Galaxy Capital and Beijing Chance Capital
Management will last three months.

forced to pay higher taxes on their

managers fis week

U'vammnm:ms ¥y %=1

PwC



Asset managers also now need to transform their

business for a new global tax world

TPTTTTTTYY
TRRTRTRETT

In 2020 and
beyond

investment firms will need
timely access to all their
accounts in every jurisdiction
and be able to make

In 2020 and
beyond

data security will be high on
the agenda of tax functions
due to concerns over
confidential information
being inadvertently released
or shared publicly.

PR PP PR comparionsatsrouplevel

In 2020 and
beyond

technology will not only be
close to the heart of asset
managers - the tax authorities
will also have made significant
investments by then too.

Source: PwC AM 2020 and Beyond: Tax

PwC
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How you deal with tax risk will be viewed as a competitive advantage or disadvantage

Investors will expect robust and efficient tax infrastructure and will have minimal tolerance of tax uncertainty or tax adjustments

The new global tax environment imposed by regulators and governments everywhere will mean that there will be "nothing to hide, nowhere to hide“

Tax authorities will also have much more advanced technology tools to track, monitor and assess corporations and people on an on-line, real-time basis


|
Disruption is also coming from sources they are not

familiar with

Top 3 disruptions

Changes in industry regulation
Changes in customer behaviour
Mounting competition

Changes in distribution channels

Changes in core technologies of production or service
provision

T T T T T T T T T ID/O
0 10 20 30 40 50 60 70 80 90 100

Source : PwC 18th Annual Global CEO Survey — Asset Management

PwC
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Repairing damaged trust
Low levels of trust in an increasingly digitised world.

Biggest threats to trust

N Cybersecurity
” breaches affecting IT outages and
business information disruptions
systems

6 2% of AWM CEOs

agree that it has become
more difficult to gain and
keep trust.

20th Annual Global CEO Survey - AWM

PwC
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The tensions of globalisation

AWM CEOs see pros and cons to globalisation.

64%

judge that globalization
has help ‘to a large
extent’ by improving
the ease of moving
capital, people,
goods &
information

10%

think globalization
has helped to close

the gap between
rich and poor to a
large extent.

20th Annual Global CEO Survey - AWM

PwC



Preparing for technology disruption

AWM CEOs appear less acquainted with new technologies than their peers in other
sectors.

100% -
90% - Banking & Capital
80% - Markets Sector (74%)
70% -
60% |  Sector average (55%)
50% - Sector average (43%)
40% - AWM (48%)
0f -
30% AWM (37%)
20% - o
10% -
0% -
Strong digital Active on social Technology has
skills media reshaped the
sector

20th Annual Global CEO Survey - AWM

PwC



Audit reform

Corporate Governanc
& Executive
Remuneration
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What’s happening in Asia -
Pacific?



| The world is growing, ....... and also ageing

Change in population, 2013 - 2050 Old age dependency ratios by region

Latin and
South
America

PwC
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Population Growth

50% of the world’s population growth between now and 2050 will come from Africa

In the next 10 years, we will add another one billion people to the planet

Anything less than 1 million population in China is known as a village.  There are more villages in China, than there are cities in Europe


Ageing society

Over the next 10 years, 300 million more people will be added into the “over 65” category

400 schools in Japan are shut every year due to ageing


So: The reduction in the workforce = Fall in productivity = support infrastructure will start to creak = = technology investment to replace the reducing workforce


| : . : : :
Increasing urbanisation will bring new challenges in
resource management

If's estimated rthar around the world

Shift to cities
Global urban and rural population, 2000-2050 1 8 0 0 0 0

_ 0%
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We have now crossed the 50% mark where more than half the world’s population live in cities

This will continue, and put pressure for more urban development, infrastructure investment and consumption of natural resources

Over the next 20 years, $11 trillion will need to be spent on infrastructure in Asia alone



At least US$11 trillion will be needed for urban
Infrastructure investments in Asia alone over the next
20 years*

Investment requirements for urban infrastructure to 2030, in USD trn

Energy

Roads and railways

Ports and airports

15 20 25

Source: Booz Allen Hamilton, Strategy & Business, no. 46, 2007 (from Booz Allen Hamilton, Global Infrastructure Partners, World Energy Outlook, OECD, Boeing,
Drewry Shipping Consultants, U.S. Department of Transportation).

* HSBC, Business Times, August 2013

PwC
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Most of the alternative allocation is into real estate
and private equity — infrastructure iIs our next bet

Alternatives asset allocation of institutional investors in Asia, 2014

B Realestate [ Private equity [ Infrastructure Hedge funds [ Commodities

2008 2009 2010 2011 2012 2013 2014

Source: Greenwich Associates

PwC



Shifting economic power:
SAAAME rules!

Trade between SAAAME countries that
bypasses ‘the west’ is growing fastest of all
world trade flows

CAGR (compound annual growth rate) over the period 2002 to 2012
Source: WTO International Trade Statistics 2013

PwC

Proportion of global banking assets,
% 2013 and 2050

274

Rest of world

24t1'.k')

Rest of world

Source: PwC analysis using IMF data.
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The recent market events say more than I need to.

10 years ago, when the U.S. sneezes, the rest of the world catches a cold.  Today, when China sneezes, the rest of the world gets pneumonia!

A new trading regime is starting to take shape = SAAAME

Asia represents 60% of the world's population at 4 billion people.  We are the production capital of the world

By 2030, 7 out of the world’s twelve biggest economies will from the emerging markets (E7)

Asia now has more rich individuals than anywhere else in the world

A new billionaire was created in China every week in Q1 2015 …. Of course, easy come, easy goes!  Most downgraded to millionaire status in the past one month

By 2020, Asia’s middle-class will be larger than North America and Europe combined




Global AuM to exceed $100 trillion by 2020 .....

120 - AuUuM in USD trn.

<D =CAGR 101.7
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® Mutual Funds Mandates m Alternative Investments

Source : PwC analysis
Past data based on Hedge Fund Ressearch, ICI, Preqin, Towers Watson, and the City UK data.
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. driven by SAAAME

120 - AuUuM in USD trn
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Source : PwC analysis
Past data based on Hedge Fund Ressearch, ICI, Preqin, Towers Watson, and the City UK data.
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Distribution across Asia is going through a change,
and new channels are emerging

Mutual Funds — Distribution channel mix across Asia

100% -
90% -+
80% -
70% -
60% -+
50% -
40% A
30% -
20% -

10%

0% -

Singapore Hong Kong Malaysia Korea Taiwan Japan India Thailand Indonesia  Australia China

® Banks Intermediarie s/agency Direct Sales m Others (incl platforms) |

Source: PwC research, 2014

PwC



Distribution is redrawn: Four distinct regional fund
blocks by 2020

Main hubs for cross-border distribution

Today 2020

4@ Taiwan / L\ e
HK

1 - I
. 4 l
@ Singapore 7 I 4 ,
1 - 4 \\\ g 5
atin =
‘America

Chile ®

—————— Links between regional hubs

Source: PwC Asset Management 2020

PwC




There are three fund recognition schemes in existence
or envisaged in Asia Pacific

Hong Kong — Ch!na Asia Region Fund ASEAN CIS
Mutual Recognition Passport

Status: Status:

Live 1 July 2015 Second consultation issued in
February 2015, final MOUs

Countries in scope: expected to be signed Dec 2015

China, Hong Kong

Live 25 August 2014

Countries in scope:
Malaysia, Singapore and
Thailand

Countries in scope:

Australia, South Korea, New
Zealand,

Thailand, Philippines and Singapore
is temporarily out of scope

PwC


Presenter
Presentation Notes
Regarding distribution, distinct regional fund distribution blocks will form allowing products to be sold pan-regionally.

Three main initiatives will change the face of distribution in Asia:

The Hong Kong – China Mutual Recognition

By 2020, there will be regulatory integration within the Greater China bloc, including China, Hong Kong and Taiwan. The Hong Kong-China mutual recognition will be fully established and the framework will have been adjusted to enable flexible product with retail distribution from Hong Kong into China. Taiwan will also have joined the link-up.

The Asian Regions Fund Passport

Both the north Asia and south Asia regions will, by 2020, have created initiatives that facilitate cross-selling of investment funds. The APEC Asia Funds Passport initiative will be in existence, with the first fund launched in 2016 by the founding members - Australia, New Zealand, Singapore and Korea. By 2020, other countries have come into the fold. 
As a result, the regional cross-border fund passporting regimes will by 2020 have started to enter inter-regional bilateral agreements, paving the way for an integrated passport at a quasi-global level and allowing asset managers to distribute products across Asia

The ASEAN  initiative

In South-East Asia, the ASEAN countries efforts to create a structure that allows recognition of mutual funds in all countries of the region will be well established by 2020. 
The original ASEAN platform of Singapore, Thailand and Malaysia will now include Indonesia, the Philippines and Vietnam, all emerging countries with large numbers of wealthy middle-class investors.



| : ..
Development of Asia Pacific mutual funds AuM

AuM of ASEAN CIS* in
USD bn

CAGR** : / @

CAGR** :
8.9%

Source: PwC analysis based on ICI and local fund associations data
** CAGR : Compound Annual Growth Rate during the period

PwC
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Development of Asia Pacific mutual funds AuM

AuM of ARFP* in

USD bn
2020
4 296
CAGR** :
2014 7.0%

l/_ Philippines

J —
Thailand ‘;*w{i wﬂ o 2007 CAGR** : 3.0%
2,328
v
, _ / \ New
Source: PwC analysis based on ICI and local fund associations data Zeal an d

* CAGR : Compound Annual Growth Rate during the period

PwC
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Impact on fees : Global regulatory convergence

around transparency and investor protection

UK EU

* RDR : post 2012 * MiFID Il and MifiR — potential ban on Sweden Germany

« Retrocession ends, Adviser Charging introduced retrocessions for discretionary portfolios and - Leading European « Commission prohibited

« Client Clarity : Independent/restricted/no advice independent advice. development of ‘fair value’ unless can be linked to be
choice * May restrict which products could be sold pricing concept in financial better client outcomes

« Higher adviser qualifications (Level 4) required through execution only, potential restrictions on services

¢ Commission ban on platforms in 2014 bundling products and services

Switzerland
« A position paper has been published
— — covering similar requirements as MiFID
piss,Government is preparing a
a new financial services act

and PRIPs

e

Netherlands

« The Dutch Government
retrocessions on retail iy
products from 2013 to forg&advisery
to be more transparent with clients
about costs

ia
'lgle SEBI has introduced new regulations
f;,_,Jhat go in force from 20 April 2013, which
" restrict retrocessions on Investment

Advisory business
~+ They also have a series of broader
) . e recommendations related to investor
" . . protection
K- Y -

Spain

- Increased standard for ‘independent’
advisors-whole of market advice and
mandate fee for advice

l:;a;ngator supports ban on inducements for Monetary Au_thorit [ pt_t has pr_esented : cial Advice (FOFA) regulation is in effect
discretionary portfolio services A 8 r_ecommendatlons r_el { th_elr Financial
« Greater disclosure on commissions across all Adwsory_lndustry Re_\lle_w, Whlch_ |nglude cap on « K&y focu of FOFA
savings products retrocessions/ commissions for life insurance - Ban on retcessions on risk
products, creation of an aggregator site for insurance products
- investment products and greater disclosure - Addressing cost of advice

standards - Clients mistrust of financial planners

Source: PwC analysis - )
- Complexity in the planning process

PwC



| Technology has brought a new face to fund
distribution and product development

g A" The Yu'ebao fund

| B Treasure," has netted
% US$41 billion in less than
\I'» ayear, making Tianhong
‘e Asset Management the
country's largest fund
management company
today.

IGNITES
ASTA

A Financial Times Service

Bosera's new big data funds leverage Alibaba data

PwC



Asia is already seeing new platforms introduced

| 4
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South Korea’s f'rst online fund supermarket, Fund Online Korea| OQnline fund platform launches in Thailand

2 ertamtles the platform has
althMagik

er growth, but the real oppqg
\ed with the country’s propqg
Hlll“ﬂ lllll
- = |ugust, FOK attracted appro3
August 26, around 20,000 Wealth Magik began trading this month and expects to reach Btl billion (US$30.9 million) in assets by mid-

IGNITES

b ASITA
A Financial Times Service

Print | Close Window

Promising start for Korea's online fund platform

A new online trading platform in Thailand is pitching mutual funds to mainstream investors, the Bangkok Post
reports.

ale. 2015 and amass 300 accounts by end-year, says Somkiat Chinthammit, CEO of parent company Wealth
- -

Taiwan to roll out open-end fund trading platform |....
fussetl
t
ptra Asset
inachart

Editor s Note: This article was originally published as a breaking news article on Oct. 22, 2014. nt.

ndoitousmsnouiisi WS &msunnAu

Taiwan’s Financial Supervisory Commission (FSC) has announced that the Gre Tai Securities Market (GTSM)
is setting up an open-end fund trading platform for the secondary trading of beneficiary certificates of funds.

@ TOPS Mutual Fund @ IPO Mutual Fund @ Watch List @ Rlert

The platform is expected to be online on October 27, and at least 10 Taiwan equities funds will be listed for
trading, according to an FSC statement.

At least seven fund companies have registered 16 open-end funds on the platform, with more than NT$44
billion (US$1.46 billion) in total assets, or nearly 20% of the current total assets under management (AUM) of
domestic open-end equities funds in Taiwan, GTSM says in a separate_statement.

PwC
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India is also getting in, with regulator support
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| Consumer behavior and preference has already
disrupted traditional banking

Hongbao compelition between Wechat and Alipay ° Sending “hongbaos”
Number of transactions during 20135 New Year Eve Vla SOClaI messaglng
(Feb 18, 2015, given and taken are counted together)
v e Accounts opened
1b0 with WeBank over
CNY ~ up to 200m
SE

For the enfire six days of
the CNY, number of 240m

transactfions rearched
3.27bn .

PwC



The new generation connects with brands this current
generation doesn’t
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Robotics impact to asset management

= BUSINESS INSIDER FINANCE

The robot revolution is coming for Wall Street traders theguardian

M UK worldd sport football opinion culture  business  lifestyle fashion  environment tech  travel = browse all sections

Matt Tumer = w

home » tech

@ Aug. 16, 2015,12:46 PM 4 3,083 Artificial intelligence

World's largest hedge fund to replace
managers with artificial intelligence

Robots Will Strike Asset
Management Firms First|

Subscribe Now | Sign In
. THE WALL STREET JOURNAL. - s s
The rise of financial technology threatens all of Wall Street, a new survey

Shows Home World US. Politics Economy Business Tech Markets Opinion Arts Life Real Estate Q
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qpiletesn : —— Can Robo Advisers Replace Human Financial
Make way for the robot stock pickers B sk hiinatog Advi o
Artificial intelligence and automation are expected to revolutionise the fund houses VISers: I
investment industry "‘\III‘\ F.\Ill
@6 FThn

h \ "
- r L
Hame Ehe New York Eimes Magazine ROBOTS =k

SSUE 01 How Lo Build a Parfoct
G THE OFFICE Team

03 The Case for Blind o Fakee D white-collar jObS robots already m POLITICS TECHNDLOGY ¥F SUNMIT

Hiring

02 The War on Meetings

have taken

Hedge Funds
Erik Sherman
K8 5311 STEVE CONEN RAMPING UP EFFORT T0 REPLACE IDIOT HUMANS
For years now, some researchers have been anticipating WITH MA[:H I N Es
that robots would take away jobs from humans. In the
UK, Deloitte and the University of Oxford predicted that

10 million unskilled jobs could be taken over by robots.

The Robots Are
Coming for Wall Street

Hundreds of financial analysts
are belng replaced with software.
What office jobz are next?

By NATHANILL POPPLR The hedge-fund manager is banking on computers making him more money then the expensive sad

FER. 25, 2018 sacks who work for him now.

University of Oxford researchers Carl Benedikt Frey and

Michael Osborne estimated in 2013 that 47 percent of
total U.S. jobs could be automated and taken over by H”Ess LE“" At @ 0 0

computers by 2033.
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Human with Al >
Human + Al

FinTech brings many benefits to
the asset management industry
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Presenter
Presentation Notes
Eurekahedge’s AI/Machine Learning Hedge Fund Index, which tracks the historic performance of 23 hedge funds, has outperformed both traditional quant and more generalized hedge funds since 2010. The AI hedge funds provided investors annual returns of 8.44% over this period. This compares to the Eurekahedge CTA / Managed Futures index, which delivered 2.62% over a similar period, the Eurekahedge trend following index, up just 1.62%, and the Eurekahedge hedge fund index, up 4.27% since 2010. In 2016, the AI hedge funds are up 5.01%, closely matching traditional hedge funds 4.48% performance. - See more at: https://www.nexchange.com/article/12686#sthash.K4C0A2g4.dpuf
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Who will be the financial institutions of the

future?
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Traditional managers are already moving into this
space — iIf you can’t beat them, join them!
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New Tools

Machine learning Biometric technologies

Big data analytics Data security

Robotics Blockchain

NLP Data aggregation solutions

Bots Machine readable regulations

PwC



' Asset Management — APAC top trends

il

1. Emerging market flows ., ‘oduc tion, led by ETFs i
will pick up pace AS gies will continue
- > P to take  share from active
ategies

3 Alternatlve 1nvest1nent strategleS° :
Infrastructuréis the new g in Asm 4. Fotir et

e

financi
advice .... 1
free?

S?les_ an(! BUSINESS \3——
distribution {

: !nodels-go (INVESTMEN )
increasingly \ 7o
digital o
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" Asset Management — APAC Top Trends

6. Funds, asset managers
and family offices will

> become more

- institutionalised

\ 5. Asian fund passporting
\, under APEC will finally
‘launch

7. New investment vehicle
structures in Asia will arise
10 compete against established
offshore centres

PwC



Asset Management — APAC Top Trends

. ..( 9. ESG and SRI
\ ! increases in interest
o among SWFs, pensions,
endowments and the ;

8. Risk and
compliance becomes
even more integral to
business survival

10. BlockChain,
Robotics and
Al become
automation
enablers in
fund
processing and
distribution
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| Key pointstochewon .....................

Megatrends are driving changes in the asset
management world

Disruption is here to stay — adapt or be overtaken

Technology is the ultimate gamechanger

Localisation and “re-shoring” is the new mantra

PwC
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Let’s continue the discussion

" Amid unprecedented economic mrmod and regulaiory change, mos asser
managers hove afforded themsetves ksle time i bring the future intafocus.
But the indusy suands on the precipice of a number of fundamental shifts chat
will shiape the furire of the asser manogerment indusmy:

To help assex managers plan for che furure, we huave considered the likely
changes in the asset management industry landscape over the cormting years and
adensfied key gamechangers whichwill impact che comperitive emvironment

Asset Management 2020 'ETF 2020 'Real Estate 2020
A Brave New World Preparing for a new horizon Building the future

Fae J |

* Afriba presents an exsiting opportilnity:
more domestic invescors emerge,
e

a2 wealth continss to inarease,
rprovemen in regaiiatory

; ing fareigr: inveztment and distribaiion. I this
report we secl t i s poterrial op itize and challenges
tha may tie ahead for investors and how they san plan for 2020 and
Beyond.

edd o mama

Alternative asset
management 2020
Fast forward to centre stage

Africa Asset Management
2020

wwnnamafrica2020.com

W com il
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We are constantly thinking.....

Global Fund Distriput

Justin Ong

Asia Pacific Asset & Wealth Management Leader

Armin Choksey

Asian Investment Fund Centre leader

+65 6236 3708
justin.ong@sg.pwc.com

+65 6236 3359
armin.p.choksey@sg.pwc.com
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