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Today’s Presenters

Marc Haynes, Managing Director, Investment Management, Greenwich Associates
Marc is the leader of Greenwich Associates’ global investment management practice. He is also

responsible for managing relationships with a number of leading asset managers, investment
consultants and other service providers globally.

Christopher Dunn, Associate Consultant, Investment Management, Greenwich Associates

Christopher consults with a number of the Firm's largest North American investment management
and investment consultant clients.
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Greenwich ACCESS™

Tap Into Greenwich Associates Research On Demand

Greenwich Associates offers you access to the primary data, focused thought leadership

pieces and best-practice information you need to validate your Asset Management

business strategy, identify new growth opportunities and drive revenue.

Primary Research Thought Leadership Community
The most comprehensive online Knowledge on specific best A community of Asset Managers
library of primary research derived practices and issues that matter and events. Subscriber driver
from more than 60,000 annual through our quarterly reports, research agenda with quarterly
interviews with key financial which include recommendations webinars and events.
industry decision makers in 70 to help you grow your business
countries
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How Well Do You Understand Investors’ Needs?

The financial crisis has changed the way in which managers and investors
interact

*  More than ever before, institutional investors’ approaches to investment are fragmenting, driven by
unique investment needs, objectives and preferences.

«  With heightened investment challenges and limited resources, investors today are looking for their
asset manager “partners” to adopt a more holistic approach to relationships:

- One way is by offering outcome oriented solutions, not just products;

- Another is by providing broader advice on items such as asset allocation, strategic issues and
liability management.

«  This new relationship paradigm is testing traditional approaches to relationship management.
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Critical Questions

Managers face three key questions

1. How to develop a deeper understanding of institutional investors and better predict their needs,
behaviors and preferences to support the sales process and service model?

2. How to adapt to increasingly heterogeneous investor behavior and to the growing complexity of
their needs?

3. How to respond to increasing client fragmentation without introducing excessive complexity into
their business models?

« Developing a deeper understanding of investors and their needs should be a critical
priority for asset managers looking to optimally deploy their assets and capabilities.

« Managers can improve their profitability by offering services and solutions directed at
specific needs, avoiding the under/over servicing dilemma.
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Segmenting the Institutional Market

A better way forward

« Outside of asset management, organizations have long used statistical techniques to better
understand client behaviors and tailor their marketing efforts.

+ Persona-based segmentation analysis can help organizations better understand their clients and
prospects and make rational, data-supported business decisions that drive better results and higher
levels of client satisfaction.

Client persona are fictitious client profiles built from the real world:

« They are multi-dimensional, defined by need, preference and behavior-based variables and
serve as an extremely powerful tool to enable companies to deepen their understanding of the
market.

» The advantages of this approach are substantial — enabling resource allocation, marketing
initiatives and product development to be based on the full picture of a clients needs and
behaviors.
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Client Segmentation at Work

Example from the aviation industry

« Airlines have long used customer travel variables to define distinct customer segments and develop
and refine their products and services.

_ Sample Variables Customer Segments

*  Miles flown on airline * Business travelers
A DELTA * Int'l or domestic traveler Budget conscious
Destinations travelled Urgent travelers
Work or pleasure travel Loyal to loyalty programs
Class of travel Experienced leisurists
Booking practices Special occasion travelers
Frequency of lounge access

= U'S AIRWAYS

jetBlue

* Reliance upon simple metrics such as $ spend, location, age of traveler would provide much more
limited insight into customer types than a multi-dimensional approach.
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Applying Segmentation to Asset Management

Leveraging unique proprietary data and cutting edge statistical techniques,
Greenwich Associates has created a new institutional investor segmentation
model.

Greenwich Associates

Analytical Segmentation
Process

Greenwich Institutional
Investor Segments
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Greenwich Institutional Investor Segments

Segment 1: “Consultant Followers”

+ Dependent upon consultants for portfolio ~\
strategy and manager selection Needs
« operate principally in an execution capacity « High alpha product

* Non-traditional product
» Outperformance

« LDI
J
Aggressive return targets at
the total portfolio level
Manager engagement
[Internally under-resourced i | "“‘l\"l‘ ‘f:‘"' | * Via consultant

Consultant Followers
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Greenwich Institutional Investor Segments

Segment 2: “Simplifiers”

[ Lean heavily upon consultants for support

Unsophisticated and
Needs
under-resourced
Core product
Low cost
Strong brand
Simplicity

Use a limited number of
No customization

managers

Manager engagement

seek simplicity « Via consultant

[ Not at all dynamic and

Simplifiers

Greenwich Associates
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Greenwich Institutional Investor Segments

Segment 3: Fiduciary Outsourcers

Outsource part or all of their portfolio to a OCIO
manager or consultant to manage )

Needs
* Portfolio componentry
« Boutique managers

[ Significantly under-resourced

/
O A
. . Manager engagement
* Viafiduciary

Manage many manager manager/OCIO/
relationships delegated consultant )

Fiduciary

Qutsourcers
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Greenwich Institutional Investor Segments

Segment 4: “Traditionalists”

Take comfort in manager Will tend to follow others
brand strength

. . . Needs

Committed to active

« Strong brand
management .

e Customization

Traditional products

Traditionalists
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Greenwich Institutional Investor Segments

Segment 5: “Knowledge Seekers”

[ Independent and dynamic (N ; \
eeds

« Value-add through
intellectual capital
transfer and
sophisticated
engagement

Prize intellectual capital . Customization
transfer from managers "’ )

Knowledge Seekers
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Greenwich Institutional Investor Segments
Segment 6: “Alpha Hunters”

[ Independent investors Quiality focus ]

_ Brand and cost less material ]
Strong commitment to

active management

Needs \
. . . * Outstanding

investment
Will “collect” multiple fundamentals
managers + Portfolio componentry

» Sophisticated

\ engagement )

Alpha Hunters
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Greenwich Institutional Investor Segments
Segment 7: “Wizards”

[Actlve passive barbell Highly soph|st|cated Comfortable
managing
complexity

[ Enjoy deep internal resources

. . . Needs \
« Non-traditional product

[Will not overpay for product f ‘ , »  Costefficiency
« Sophisticated engagement y

Wizards
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Evolution of Distribution Models

Repositioning for Success

LEGACY

DISTRIBUTION MODEL

Product-centric

Engagement model
aligned to traditional
channel segments

Emphasis on traditional
relationship management
service — hug your clients

RMs lead, PMs/product
specialists support

Greenwich Associates

EMERGING

DISTRIBUTION MODEL

Client-centric

Engagement model
aligned to traditional
channel segments

Emphasis on technical
engagement and on
establishing sticky
‘thought partnerships’ —
limiting losses to
products, not
relationships

Integrated distribution —
sales, RMs, product
specialists, advisors, and
investors working
together

(" FUTURE
DISTRIBUTION MODEL

*  Client-centric

* Engagement model
aligned to investor
needs, behavior and
preferences (New
Investor Segments)

» Cost-aware: pragmatic
and selective
engagement

*  Flexible distribution —
optimized to align with
long-term profitability

\
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Retooling Distribution

Aligning the distribution model to the Greenwich Institutional Investor Segments

« Almost all managers claim to be client-centric, but in reality very few have meaningfully evolved
their distribution models over the last decade.

« To create a truly client-centric experience, the industry must break away from traditional channel
frameworks, which are poor predictors of investor preferences, needs and behaviors.

Targeting Greenwich Institutional Investor Segments

1. Consultant Followers ® Focus on consultant engagement, at both = Offer high-alpha product
: fund research and field consultant level
® Focus on consultant engagement, at both wOffer core product and price competitively

2. Simplifiers fund research and field consultant level .
® nvest in local brand building

® Build a highly effective fiduciary manager

3. Fiduciary Outsources engagement model

- . u Offer high-alpha product in traditional = Invest in local brand building
4, |
Traditionalists categories
m Build a technically proficient coverage m Provide intellectual capital transfer and
5. Knowledge Seekers model value-added advisory services
8 Offer high-alpha and specialist product 8 Sell performance

6. Alpha Hunters ) ) )
m Price for premium cuality

i ® Build technically proficient engagement m Offer non-traditional product
7. Wizards model } o
m Price competitively
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Five-Step Playbook

Helping managers to master the Future Distribution Model

« Asset managers will be able to realize a degree of success if they simply adopt a more flexible
approach to distribution that responds to the individuality of different investors.

« But that won'’t result in transformational change — only those managers that think through the
P&L consequences of managing a heterogeneous client base and reshape their businesses
accordingly stand to achieve significant competitive advantage.

« To master the Future Distribution Model, we recommend that managers progress systematically
through a set of five steps that takes them from client discovery, through strategy & execution to
ongoing measurement. Taken together, they represent a powerful formula for driving profitable
growth.

Playbook to Master Future Distribution Model

2. 4, 5.
1. . 3. L .
Segmentation - Optimize Ongoing/Future
Gather Data Analysis Define Focus Go-to-Market Monitoring

Client Discovery Strategy & Execution
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1.
Gather Data

1. Gather Data

At Greenwich Associates we believe that all decisions should be grounded on
hard data and that better data provides a decision-making edge.

* Many asset managers are sitting on a trove of rich data on their clients and prospects — but struggle
to extract it from internal client relationship management (CRM) and other systems.

* Most firms will need to conduct a purpose-designed field study to serve as a key enabler for client
understanding. It should have 3 key objectives:

1. Capture key information on client and prospect needs, behaviors and preferences
2. Benchmark client’s current satisfaction levels on key relationship success factors
3. Provide insight into “table stakes” versus “best-in-class” standards

« We recommend scoping this study to cover at a minimum all top tier clients and prospects, since
capturing accurate information on these key accounts is mission critical.
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2

Ségmentation
Analysis

2. Segmentation Analysis

Organize data into useful segments

« Armed with the rich client and prospect data on needs, behaviors and preferences captured in Step
1, the next task is to organize the clients and prospects into the New Investor Segments — or
indeed into an alternative taxonomy.

« This will enable investors to be categorized into clearly defined groups based on their intrinsic needs,
behaviors and preferences, around which actionable engagement strategies can be developed.

* Key points:
— An exploratory data analysis tool will be required to facilitate the segmentation.

— An internal workshop will be required to review and confirm the segments and to articulate their
defining characteristics.

— A framework and methodology should also be developed by which other existing and future
clients can be readily categorized.
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2

Ségmentation
Analysis

2. Segmentation Analysis (cont.)

Convert data into a competitive advantage

* The data can now be analyzed by segment to provide insights into the relative perceptions of the
different client persona and reveal where the firm is currently winning, and where it is struggling.

« To the extent that product demand level data is captured, this can also be analyzed by segment to
reveal the areas of greatest opportunity.

« This information will provide valuable insights into both challenges and opportunities.

EXAMPLE: TOP LINE RESULTS FOR
A FIXED-INCOME MANAGER

Market Overall Relationship Expect to Hire

Paosition Quality (Greenwich Fixed-Income
Segment {Rank) Quality Index—Percentile) Manager
Alpha Hunters 1=t 39% B%
Knowledge Seekers 1=t 4% 1%
Wizards Ist 22% 23%
Fiduciary Qutsourcers dth 60% 20%
Consultant Followars Bth 60% 5%
Traditionalists Sth 37% 145
Simplifiers 26th 78% 9%

Sourse: Gresmnvswich Acsaciabes 2005
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3.

3. Define Focus

Complexity is the avoidable enemy of growth

* Reducing complexity through rigorous prioritization and streamlining will deliver significant
efficiency gains:

— Leveraging the data captured in Step 1, rigorously assess internal capabilities relative to the
opportunity represented by the different investor segments and their desired means of
engagement.

— This analysis should identify the ‘sweet spots’ of overlap between internal capabilities and
external demand.

EXAMPLE: SCORECARD

MNumber Average Praduct Service & Service
of Client Projected Demand Engagement Brand Maodel Fee Cwverall
Segment Cliants Assats Growth  Allgnment  Alignment Alignment  Scalability Insensitivity Attractiveness
Wizards L] ® ] () (L » L] D O
Alpha Hunters 0 ™ " ] L) 9 D ] L L)
Knowladge Seekers (L) - ] = 1 L, ™ O s | T
Traditionalists i i (M » L ] L ] i L
Fiduciary Qutsourcers () L - ] D ® » L ] ® >
Simplifiers i O L e ® @ " ] O >
Consultant Followers (D o L) < ] " ] L D >
Wealk/Low () L) i ) " @ Strong/High
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3.

3. Define Focus (cont.)

Prioritization Within Segments

« Having determined the priority segments, managers should then prioritize their clients
and prospects within each segment:

— Each account should be individually assessed based on available information, leveraging
relevant individual account level data captured in Step 1.

— The relative importance of each account should be determined, based on a combination
of its current and strategic (future) value, taking into account the contribution to margin
and revenue, together with softer value drivers such as reputation benefits.

— A scorecard assessment framework can again prove valuable.

— Internal dialogue is encouraged to access the ‘soft’ knowledge that resides in client-
facing teams.
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4

dptimize Go-
to-Market

4. Optimize Go-to-Market

Activate the client book for near-term success

« Client specific relationship plans can now be developed, leveraging the individual
account level satisfaction benchmarking data obtained in Step 1.:

— Conduct a gap analysis for each account to understand where you are today relative to
both minimum acceptable standards and best-in-class standards.

— Client relationship plans for priority clients in priority segments should focus on matching
or bettering best-in-class standards.

— Plans for lower priority clients will be less ambitious and focus on matching or exceeding
minimum standards without over extending resources or detracting from the attention
given to priority clients.

® = Individual Client SEGMENT: Simplifier
= = CLIENT: XYZ Pension Fund
z PRIORITY: Level 2
% KEY SKILL FACTOR GAP ANALYSIS:
w 6
2] === Best-in-Class
x 5
o 3
e Target
w g arge
> 2
P . g Client
z Skill Skill Skill Skill g \|in Tolerance

Factor 1 Factor 2 Factor 3 Factor 4

LOW

Prioritization HIGH
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5

dngoing/Future
Monitoring

5. Ongoing/Future Monitoring

What gets measured gets done

As the execution gets underway, management should develop and implement a feedback
mechanism for systematically monitoring its progress:

— We recommend regular independent benchmarking of client perceptions to ensure continued
alignment and ensure the maintenance of a steady course over an extended time horizon.

— Incentive systems should also be brought into line with the overall goal of distribution
management to promote desired behaviors and outcomes.
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Additional Information or Questions?

GREENWICH
ASSOCIATES

Marc Haynes
+44 207.726.9405
marc.haynes@greenwich.com

Christopher Dunn
+1 203.625.5104
christopher.dunn@greenwich.com
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Contact Information

UNITED STATES CANADA JAPAN
i i Greenwich Associates Japan K.K.
Greenwich Associates Greenwu?h Associates Canada 8.6.9.414 Akasakap
6 Hiah Ridae Park 14 Prince Arthur Avenue )
gh Ridg Suite 208 Minato-ku, Tokyo 107-0052
Stamford, CT 06905 . Japan
USA Joronto, Ontaro Tel: +813 I%475 5212
. Canada M5R 1A9 . : .
Tel: +1 203.625.5038 Tel: +1 416.925.0197
ASIA
Javelin Strategy & Research
4301 Hacienda Drive, Suite 550 1220 Shepspe_ltrd ;Ovlenue East, Greenwich Associates Singapore
Pleasanton, CA 94588 uite _ 137 Amoy Street
USA Toronto, Ontario #03-05 Far East Square
Tel: +1 925.225.9100 Canada M2K 2S5

Singapore, 049965

Tel: +1 416.493.6111 Tel: +65.6236.0142

EUROPE

Greenwich Associates UK

90 Basinghall Street Mart_: Hay_nes
1st Floor Managing Director
London, EC2V 5AY D|r_e§:t: +44.207.72_6.9405
. . or visit www.greenwich.com
United Kingdom

Tel: +44.207.726.9400
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