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Wealth Management and the Crisis

Total Client Assets Across Industry Segments
(US$ Billions)
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Assets as of 12/31/2008 (Total
$1,535 Market Size = USS$10.8 Trillion)

$1,175 .
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$2,158

Self-Clearing
Retail Brokerage

{Outside Wirehouses)

Independent Registered
Investment Ad visors

Online Brokerage

e Wirehouse firms are
still well behind old
asset levels (minus
US$900bn)

e Competing self-
clearing firms and
independent RIAs
have already
surpassed their pre-
crisis asset levels and
are set for further
growth.

e Clearing space
continues to lose key
clients due to market
consolidation.

Source: “New Realities in Wealth Management: Has the Dust Settled?, " Aite Group, April 2010
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Wealth Management Market Sizing

Client Assets and NumberofFinancial Advisors Across Wealth

ManagementIndustry Segments ¢ Wirehouse firms
(Total Client Assets =US5%12.4 Trillion, as of End of 2009) lead the US wealth
wirehouse I s Management space
55,186 managing 38% of
Fully Disclosed _ $2 271 aSSEtS W'th 120};"':’ Of
Retail Brokerage 290,700 advisors.
Seli-Clearing NS 51 507 * Independent RIAs
Retail Brokerage ’ h imil
(Outside Wirehouses) 21,240 ave Ver‘ﬁ’t Sl_ml ar
Independent Registered _ $1,535 characterlstlcs to
Investment Ad visors 53 600 wirehouse brokers.
Online Brokerage _ $2,140
Self-Directed and Sup ported by Call Centers

Mumberof Financial Advisors H Client Assets (LUI55% Billions)

Sowurce: “New Realities in Wealth Management: Has the Dust Settled?,” Aite Group, April 2010
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Wirehouse Net Asset Flow 2008 & 2009

Total Net Inflow/Outflow 2008/2009
(US$ Billions)
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Sowrce: “New Realities in Wealth Management: Has the Dust Settled?, " Aite Group, April 2010
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Wealth Management Assets 2008

Client Assets Across Wealth Management Industry Segments e Wirehouse firms
(Total Client Assets =US$10.8 Trillien, as of End of 2008) continue to lead the
“Endor2osr, WM space, however,
have lost 2.1% of
market share in 2008
alone.

0.1% e Large independent
brokerage networks
15% (e.g., LPL) have
captured the lion’s
share of those assets.

» Registered Investment
Advisors also won
significant market
share.

Wirehouse 36 8% (2.1%)

Fully Disclosed
Retail Brokerage

Self-Clearing
Retail Brokerage
(Outside Wirehouses)

Independent Registered

. 1.1%
Investment Ad visars

Online Brokerage {0.6%)

Source: "New Realities in Wealth Management: Ready for the Sea Change?, " Aite Group, July 2009
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Wealth Management Assets 2009

Client Assets Across Wealth Management Industry Segments
(Total Client Assets =US$12.4 Trillion, as of End of 2009)

Change Since

End of 2008
Wirehouse 38% (0.9%)
Fully Disd osed
Retail Brokerage (1.8%)
Self-Clearing
Retail Brokerage 0.5%
(Outside Wirehouses )
Independent Registered 1 59
Investment Advisors S
Online Brokerage 0 8%

Souwrce: “New Realities in Wealth Management: Has the Dust Settled?,” Aite Group, April 2010
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Wealth Management and the Crisis

» While all financial advisors have seen modest growth in their book of
business in 2009, wirehouse brokers significantly lagged their peers.

Advisors have big hopes for 2010, expecting their book to grow by

upwards of 20%. Wirehouse expectations remain somewhat muted.

Q. What percentage change have you observed /are you

Q. What percentage change haveyou observed/ areyou
expecting to seainthe size of your book of business? expectingto seein the number of clientsyou advise directly ?
Wirehouse broker | 1% Wirehouse broker - 7%
(n=83) 13% (n=83) 11%
Brokerwith other 195 Brokerwith other 11%
self-clearing firm 1% selfclearing firm _ - )
(n=02) 239,  mComparedto (=921 19% @ Comparedto
' dyearago ' ' ayearago
Indepencent i Independent o
bro Kgr.-"dea ler 3% Oneyear brok er/dealer - 8% Ny Oneyear
(n=7r) 20% from now (n=TT) 16% fromn ow
Independent RIA 6% indepencentriA [N 1%
(n=65) 0% (n=63) 20%

7

Sowrce: “New Realities in Wealth Management: Has the Dust Sertled?, ” Aite Group, April 2010
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Brokers on the Move

Q. What is the percentage chance foryou to leave your current
employerwithin the next 18to 24 months?

Zero (Will not change emp loyen) * 36%
o 240, [ 267

250, 49, NN 20°%

B0% - 74% _ 10%

13%

o o TR 4% = All Other Captive
75% - 99% D,Z Brokers (n=92)

100% (Will certainly change employer % Wi_rg?ouse Broker
in next 18-24 months) % (n=67)

39%

25%

f0

Sowrce: Aite Group swvey of 402 financial advisors, 04 20009,

While the break-away
broker trend seems to
have slowed down at
the end of 2009, the
average wirehouse
broker still estimates a
29% chance for
breaking away within
the next two years.

This phenomenon is
not isolated to
wirehouses, other
captive brokers also
give a 23% chance of
changing employer or
to go independent.
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Technology Determines the Destination

Q.When deciding on working fora firm, how importantisthe
technology offered to you inyourdecision-making process?
(n=402)

22%

Very important

Important 42%

Meutral 22%

Little importance

—
—
e

3

==

Not imp ortant at all

Sowurce: Aite Group swvey af 402 financial advisors, 04 2009,
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64% of advisors see
technology as a
major part when
deciding on working
for a firm.

Only 14% put little
or no importance on
the technology of a
firm.
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Areas Where Technology Can Be a Differentiator

Data aggregation
= Full client financial information (assets and liabilities)

= Off-brokerage platform investment information

— Fee-based accounts, annuities, 529 plan assets, mutual funds, alternative
investments

Front-to-back office integration
= From investment proposal through trade reporting — processing efficiency

Investment product analysis, selection, and trading
= Pre-trade to trade support for ETFs, Mutual Funds, and Annuities
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Audience Q&A
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