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IM China — Evolution/Opportunity Summary

" IM China being built in real-time
» Never has a market
» grown so fast, changed so dramatically, presented so many opportunities
® IM China, for the purpose of this assessment, includes
» Asset managers, research, custodians, vendors, IT
» pension management and insurance are not included for this analysis
® This report addresses 3 questions to extract value from the IM China space

» How will the China IM market evolve?

« It will mirror the 3 Phase evolution of the US Investment Management market and will generate
$107b in fees over the medium term

» Which opportunities are addressable?
« 5 primary and 4 secondary opportunities were found

» What's the shortest distance to the revenue?

» Opportunities were prioritized by need/value to the IM participants (urgency) and mapped to the
evolution Phase of the market
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How Will the China IM Market Evolve?

Evolution of Institutional and Personal Investment

Mature Assel Management

Multi-country
Multi-currency

Global Technical Asset Allocation
Single country only

/ Burton-Taylor helps \

companies understand

the evolution of their
markets and

opportunities by first

understanding the
foundation and

principles underlying

the growth.

Individual Bonds

Add: Advanced decision data™ market analysis Burton-Taylor International Consulting LLC

® Participants must recognize investment evolution in China as a process, not an event
» Institutional and personal evolution will follow similar paths

» Increased opportunity (through regulation) will lead to increased participation and sophistication
(through trust and technology) and result in increased revenue (through solid entry strateqy, product

positioning and efficient management)
» Success must be seen by China asset management firms as a long-term goal
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How Will the China IM Market Evolve?

® China IM development will mirror the three Phase evolution experienced by

the US IM market

B US evolution in late 1960’'s &

early 1970’s
» Rapid economic growth

» Stock markets under-
performing relative to
investor expectations

» Threat of under-valued

reform

Pension reform leads to
greater need for asset
management expertise

» fund management firms
begin to proliferate
— generally small shops
— concentrate on single

Because history can often provide a hint of
what might be expected in the future, B-T
helps companies quantify the relevant
events of the past and, where appropriate,
use them to project coming opportunities.
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pensions leads to pension

investment style or single
market sector/industry

Phase 2

® US assets under management
grew from $500b to $7t from
1985-2000

» Small firms begin to grow
and diversity

* support multiple
management styles

* support multiple
instruments

» support multiple markets

» Transparency increases as
information volumes grow

» Technology improvements
allow increased complexity

» Information and
technology improvements
spawn more sophisticated
investment strategies

» Firms experience major
growth, drawing new
entrants
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Phase 3

® US market becomes
saturated, margins decrease

» High growth in Phase 2
hides inefficiencies,
greater competition now
drives need for greater
efficiency

* management processes

« utilization of technology

* risk management

» understanding regulatory
impact/opportunities

» Decision making
processes often too rigid,
fail to use new talent

» Differentiation becomes a
priority

» style, products and
performance

® Finding “embedded Alpha”
becomes key to profitability
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How Will the China IM Market Evolve?

Financial Market Participants, China
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® China IM market currently in Phase 1, with roles and participation fragmented
» Focus on equity speculation

» Debt market illiquid and under construction
+ yield curve being formulated, fledgling asset backed and mortgage backed market

» Over time, equity players will align in more traditional buy-side/sell-side functions
» Current target IM market contains roughly 1,800 participants
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How Will the China IM Market Evolve?

® China IM development phases will occur at an accelerated pace

» China assets under management will grow from $340b to $3t by 2015
« national social security fund up $25b in 2006 and will reach $125b by 2010
« pension reform will drive enterprise annuity market to $60b in 4 years

» China IM data users expected to grow from 1,800 in 2006 to 5,200 by 2010

and 7,500 by 2015

» 100m “middle-class™ households by 2010

» Western entities acquiring stakes in China barnks
* RBS, ING, Deutsche, HSBC, Citibank, Commonwea

Goldman & Allianz

» In 2007 Credit Suisse has JV with Industrial and Commerc
(ICBC) to offer first bank mutual fund investing in stock and mo
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ank of Australia, ML,

ank of China

Not only will your
strategic planning
benefit from more

detailed analysis and

greater
understanding...
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How Will the China IM Market Evolve?

Market Growth - Investment Management, China
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also ensures that you will execute the most
profitable strategy, for the most profitable
opportunity, at the most profitable time. L 6,000
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® Asset management fees in China will total US$107b between now and 2015
» Nine-fold growth in asset management revenue will provide the lifeblood IM related service vendors
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Which Opportunities Are Addressable?

® Asset Managers spend to gain advantage

“Why They Buy

- Asset Managers, Asia

AN

Information update speed
Mews & market data quality
Ease of use

Depth of local content

Breadth global content

Functionality &
analytics capabilifies

Price/cost of services
Ease of installation

Vendor's brand & reputation

Your internal company
global contracts
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» Value add and competitive advantage will drive IM appetite for services
» Price sensitivity will not be a major factor for success of any IM venture
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Your Business Units,
product teams,
marketing analysts and
sales professionals will
clearly understand
where to focus and how
to differentiate.
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Which Opportunities Are Addressable?

® 5 primary areas of IM China need and opportunity AT
trademarked Hourglass
TM . a = isT
SadliEl S » FAST Mover Advantage .(EII’St At the Strategic Time) Qgs:tyss; idg;zgyejzz
Marketing * no First Mover advantage in IM China ol 328?::12:,;;
Success » Understanding market evolution & trends segment...
+ defining new products (funds), management styles and prospects to target and capture
opportunity

» Turning regulation into opportunity
+ avoid reactive mentality, gain competitive advantage through awareness and planning

» Limiting exposure by taking a proactive approach to risk
* new markets, event driven, regulatory, operational

» Defining and adopting principle-driven standards to facilitate minimization of
operational risk enterprise-wide

Risk Management

» Defining the customer relationship to ensure long-term client base
Profiting From - transparent reporting practices, clear valuation methodology
Intangibles » Using reputation and image to differentiate
+ ethics, standards, risk management
» Marketing messages and positioning to establish a category of one
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Which Opportunities Are Addressable?

® 5 primary areas of IM China need and opportunity (continued)

» IM market participant training & certification

Maximizing - as fragmented markets align role definition and execution will be crucial
Performance

» Fund management strategy options
+ alternative investments, regional/global focus, regulatory driven

» Significantly improving operating efficiency
Capturing - decision processes, utilization of talent, benefiting from regulation
Embeadded Alpha » Leveraging technology
» improved performance tools, reporting & analysis, STP & elimination of duplication
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Which Opportunities Are Addressable?

® 4 secondary areas of IM China need and opportunity " helps you prioritze ]

them as primary or

» Evolution and education of target prospects will play as significant aL secondary...
growth of IM China as the evolution of the buy-side participants
« JV with IM firms
« JV with universities

Education

» Understanding market evolution & trends

Serving the « defining new products and tools to support management styles, target prospects and
Industry capture opportunity

» Providing roadmaps for non-Chinese firms to navigate the often confusing territory
of investing and outsourcing in China
« communication issues, cultural roadblocks, confidence gaining, who, where

» Targeting and acquiring talent

Managing China

» Providing roadmaps for Chinese firms to invest outside of China

Managing Beyond « communication issues, cultural roadblocks, confidence gaining, who, where
China
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What's the Shortest Distance to the Revenue?

" Primary opportunities become addressable over time

L Phaset Phase 2 Phase 3

Product and Marketing Success
» COQ'’s, Fund Managers, Researchers, CTO’s
» Focuses on market entry and offefs unique targeting of high growth areas or unnmet need
» Reduces risk of failure
» Provides clear roadmap to succesp

Risk Management
» COO'’s, Fund Managers, CTO’s

» Focuses on proactive, enterprise wide approach encompassing operational, finafcial, event driven and market entry risk
» Preserves revenue & profit while mitigating impact of catastrophes

Profiting From Intangibles
» COO'’s, Fund Managers, CTO’s
» Focuses on translating customer dervice, risk management, ethical practices and clear standards into positive positioning
» Benefits most prevalent in Phase 3, as differentiation is key to gaining share in highly competitive markets

Maximizing Performance
» Targets primarily 2nd tier firm COO’s, Fund Managers Researchers
» Focuses on targeting and training around evolving investment strategies

» Reduces TTM and speeds ability to capture new revenue
...and defines exactly

when each can be most

profitably executed. Capturing Embedded Alpha

COQ’s, Fund Managers,
Researchers, CTO’s

Focuses on efficiency
Delivers higher margins
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What’'s the Shortest Distance to the Revenue?

® Secondary opportunities are optional investments over time

L Phaset Phase 2 Phase 3

Education
Consumers (Fund Management prospects)
Focuses on building and growing the target market of our customers through ed
Creates a virtual circle of targeted|prospects, trusted advisors and continuing defand
Increases size of Fund Manager's|addressable market at an increasing rate, leading to higher revenue faster

Serving the Industry
» Vendors, analytic suppliers, technplogy suppliers, universities
» Focuses on helping the suppliers fo the IM participants understand needs and ogportunities for growth
» Reduces TTM and speeds ability o capture revenue and dependency

Managing China
» COO'’s, Researchers, CTO’s
» Focuses on communication issueg, cultural roadblocks, who, where, etc.
» Lowers entry barriers and mitigatefs risk of failure

Managing Beyond China
» COO'’s, Fund Managers
» Focuses on communication issueg, cultural roadblocks, who, where, etc.
» Increases ability to succeed
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