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Section one — Organisation Profile

Q1.1 From the following list, please select the statement that
best describes your organisation.

Independent listed investment manager 11

Independent unlisted investment manager 28

Investment manager that is part of a larger financial senices
group with a common or similar brand name

38

Investment manager that is part of a larger financial senices
group with a separate or distinct investment manager brand

23

Outsource provider

Other | 1

T T 1

Base: 80 0 20 40 60
%

May 2006
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Section one — Organisation Profile

Q1.2 From the following list, please indicate (i) which of the

following areas you currently do business? (ii) which is the MAIN
focus of your business?

(i) Currently do business

Portfolio management

Custody

Asset Administration

Transfer Agency/Investor
Administration

Distribution | 1

Other

10

28

39

99

Base: 80

PricewaterhouseCoopers LLP
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Section one — Organisation Profile

Q1.3 In which of the following geographical areas do you operate
with regard to portfolio management, administration and
distribution?

Europe (excluding UK) = - 51

35

UK o8

40

North America o8

31

SADC s

North Africa

Rest of Africa 3

36

Asia Pacific 34

21

Australia 0

13

South America 13

Other 4

O
T T T 1

0 20 40 60
%

Base: 80 Portfolio management  m Administration  m Distribution May 2006
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Section two — CEO views

Q2.1 Please indicate from the list below the top 3 key objectives
for your business (i) now and (i) expected focus in 3 years time.

(i) Now

Rationalise product range

Expansion of product range

Enter new markets

Exit under performing markets

Corporate mergers & acquisitions

Increased distribution of existing products in existing markets
Cost reduction through outsourcing/offshoring

Resource development and retention

Other cost reduction efforts

Compliance and goverance management

Other

Base: 75
PricewaterhouseCoopers LLP

.
| 16 Yo
| 8
| 1
| 7
‘ 20 J
“ 17 Yo
| 1
| 1
| 4
0 20 40 60
%
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Section two — CEO views

Q2.1 Please indicate from the list below the top 3 key objectives

for your business (i) now and (i) expected focus in 3 years time.
(i) Expected focus in 3 years

Rationalise product range 7
Expansion of product range 11
Enter new markets 16 *
Exit under performing markets 4
Corporate mergers & acquisitions 5

Increased distribution of existing products in existing markets 37 *
Cost reduction through outsourcing/offshoring
Resource development and retention 16 *
Other cost reduction efforts
Compliance and goverance management | 1

Other 3

T T 1

0 20 % 40 60

Base: 75 May 2006
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Section two — CEO views

Q2.2 Approximately what percentage of your revenue is derived
from the following strategies (i) now and (ii) expected in 3 years?

(i) Now (i) Expected in 3 years

11% 10%

18%

71% 67%

B Index/Enhanced Index  Actively managed products M Alternative products
Base: 75

May 2006
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Section two — CEO views

Q2.3 What is the approximate percentage spl

it of your AUM

asset class (i) now and (ii) target in 3 years time?

Equity |

KU

Fixed income 29

Money market/cash _8 H

Real estate 1l 34

Private equity ] 23

Hedge funds — 10

Other R

5

41

0 20 40

%
Base: 75
B Now In 3 years

PricewaterhouseCoopers LLP

60

May 2006
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Section two — CEO views

Q2.4 Which of the following statements best describes how you
expect your business to perform over the next 3 years?

Significant growth in

revenues (20% upwards) 55

Moderate growth in

revenues (5% to 19%) 44

No revenue growth

Modest decline in
revenues (-5% to -19%)

Significant fall in
revenues (-20%)

I I 1

0 20 40 60

: 0
Base: 75 )0 May 2006
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Section two — CEO views

Q2.6 What are the key 3 strategies you will be implementing to
maximise the success of your business in 3 years time?

« Develop new products/product innovation

« Expand distribution reach/product reach

« Brand development/awareness/enhancement
« Grow business

« Attracting and retaining staff with specialist skills

Base: 75

May 2006
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Section two — CEO views

Q2.7 For each business segment in your organisation, please
Indicate what is the focus of your M&A activity in 3 years time?

Portfolio management 40 1 48

Custody 15 56

Transfer agencyl/investor administration L 7 55

Distribution 28 45

Asset administration | 9 5 53
|

0 20 40 60 80 100
%

Buy = Sell Hold mDon’t know

Base: 75 May 2006
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Section two — CEO views

Q2.8 How do you rate your organisation against your competitors

In the following areas?

Profitability 35

Branding/reputation 41

Investment performance 43

Product innovation 45
Breadth of product range 31

Service quality 47

Managing new markets 23

Employee satisfaction 44

56 25
23
63 29
64

Technology
Distribution
Cost management

Quiality of staff

Don’t know

-40 40 60 80
%

| | |
Base: 75 Below market B Market average Il Market leader

PricewaterhouseCoopers LLP

100

4%
1%
1%
1%
1%
3%
11%
4%
0%
1%
3%

0%

May 2006
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Section two — CEO views

Q2.10 Listed below are statements relating to the current
regulatory environment. For each one please indicate whether
you agree or disagree with the statement.

Disagree Agree Neither/nor
Regulators are out of touch
. : 27%
with the current business
environment and demands
There is inconsistent
application of regulation 4 20 49 12%
within the industry
0
4 11 41 19%
Increased regulation has |
improved consumer 4 29 28 28%
confidence
Regulatory facilitates cross 24%
border competition 11 32 23
-40 -20 0 20

40 60 80

The industry is
comprehensively regulated

%
mDisagree strongly B Disagree somewhat ™ Agree somewhat ™ Agree strongly

Base: 75 May 2006
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Section two — CEO views

Q2.11 What do you consider to be the 3 key industry challenges
for the industry in the next 3 years?

« Attracting and retaining talent/investment professionals
« Cost efficiency/cost reduction
« Fee pressures — margin pressure

« Increase efficiency and customer satisfaction/meeting
customer needs

« Increasing competition

« Regulation and compliance

Base: 75

May 2006
PricewaterhouseCoopers LLP Slide 17
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Section three — Distribution and products

Q3.3 In relation to institutional clients, please indicate the top 3
reasons, why you (i) won and (ii) lost mandates in the past 12
months

() Won mandates (i) Lost mandates
i Past investment
Past investment performance 33 performance 32
Investment process quality 28 Investment process quality | 3
Product innovation 3 Product innovation 4
Product range 4 Productrange | 1
Sector expertise 3 Sector expertise | 1
Geographical expertise 3 Geographical expertise
Brand image 4 Brand image 6
Price | 1 Price 12
Client service 6 Client service
Quality of risk management framew ork mana(gggr?:gtoffr:;l;work
Other | 1 Other 13
0 20 %40 60 0 20 % 40 60

Base: 69

Multi response question
May 2006

PricewaterhouseCoopers LLP Slide 19



Section three — Distribution and products

Q3.4 In relation to retail sales, what are the top 3 reasons why
you have (i) increased or (ii) decreased your sales in retalil
markets.

() Increasing sales (i) Decreasing sales
Investment performance 33 Investment performance 26
Brand image 12 Brand image 3
Product pricing Product pricing 4
Distributor remuneration 6 Distributor remuneration 7
Quiality of distribution arrangements 12 Quality of distribution J |
arrangements
Breadth of product range 6 Breadth of product range 4
Sectoral or geographic expertise 3 Sectoral or geographic |1
expertise
Customer service and technology Customer senvice and | |
technology
Other Other 4
Base: 69 ' ' ' ; , !
0 20 40 60 0 20 40 60
. . %
Multi response question % ’

May 2006
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Section three — Distribution and products
Q3.8 Which of the following products do you (i) not offer (ii) plan
to increase or commence in the next 3 years and (iii) plan to

discontinue or reduce in 3 years time?

Equity/Fixed income/Money market funds
Segregated accounts

Cross border pension products
Domestic pension products

Guaranteed products

Hedge funds

Private equity funds

Exchange traded funds

Real estate

Shariah products

Socially responsible investment products
Other

Base: 69

19

16

14

23

30

30

30

38

46

48

49

55

54

58

68

67

74

78

T

40

%

T

60

T 1

80 100

Do not offer m Plan to increase/commence in 3 years B Plan to discontinue/reduce in 3 years

PricewaterhouseCoopers LLP

May 2006
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Section three — Distribution and products

Q3.11 Please rank the top 3 challenges in rationalising your

product range.

Cost of implementation 25
Achieving investor approval/AGM (trustee) approval | 23
Obtaining regulatory approval — 23
Domestic tax issues _ 15
Cross border tax issues |
Operations and technology impact —
Other _
Don't know _
0 ZIO 4IO 6IO
Base: 69 %
May 2006
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Section four — Investment process

Q4.4 In relation to investment research, please indicate how you

source/use research in your organisation.

In House Purchased
Sourced 83% 15%
Centrally In local markets
Performed 51% 47%
Aligned to/performed by fund Separate/centralised function
managers
Structured 64% 35%
Buy/hold/sell recommendations Model portfolios with target
weights against benchmarks
Delivered as 49% 50%

Base: 72

PricewaterhouseCoopers LLP

M

ay 2006
Slide 24



Section four — Investment process

Q4.6 Have you adopted Global Investment Performance
Standards (GIPS) within your organisation?

Yes, local version 10

No, but are planning to do

so in future 26
No, have not and will not -
11
adopt
Base: 72 0 20 40 60

%
May 2006
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Section four — Investment process

Q4.7 How do you ensure compliance with investment
restrictions? Please indicate the approach adopted.

Pre-trade review Post trade review

11% 4%

35%

54%
35%
61%

Base: 72
I Software/real-time & automatic W Manual B No review performed

May 2006
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Section four — Investment process
Q4.8 Please indicate the 3 most important measures you

consider in relation to (i) recruiting, (ii) retaining and (i)
Incentivising portfolio managers.

22
Base salary t 17

26
shortterm incentives - bonus etc. _25— 46

Long term incentives - equity/shadow equity schemes 14 -
etc. 21

18
Association with prestige brand h 8

Equity ownership in organisation or investment i
product 14

20 40 60

Base: 72 %
B Recruiting M Retaining ™ Incentivising
May 2006
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Section four — Investment process

Q4.10 What are the 3 things you are doing/will you do to improve
Investment performance in 3 years time?

« Better understanding of factors influencing performance
« Consistent reviews of investments processes

« Creation of investment teams comprising fund managers and
research analysts in more geographical locations

« Enhance research capabilities

e Increase size of Investment team

Base: 72

May 2006
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Section five — Operational management

Q5.1 What do you see as the major challenges facing the
iIndustry that will impact on your operations?

Regulatory changes 23
Recruiting and retaining the best employees 21
Diversification in asset classes and instruments 16
Scalability of existing platforms 13
New products 10

Technology developments 13
Cost reduction/efficiency requirements | 1
Additional customer reporting requirements | 1

Other 1

%

Base: 70 May 2006
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Section five — Operational management

Q5.2 Where do you believe you (i) have added value over the
past 3 years and (ii) will add most value in 3 years time, to your

organisation as COO?

IMproving Service qualty |

Improving cost efficiency h7 13

Improving operational effectiveness — 33
4
9

Embedding operational risk management

Embedding a compliance culture h 4 6

Improving management of third parties/suppliers

Other ﬁ

1
1

4

53

I

0

Base: 70

T T

20 40

%

Over past 3 years M In 3 years

PricewaterhouseCoopers LLP

60

May 2006
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Section five — Operational management

Q5.3 Please indicate your estimated % of IT spend against the
relevant functions, both (i) now and (ii) in 3 years time.

Now In 3 years time

Portfolio management 38% 40%
Custody 4% 5%

Asset administration 22% 21%
Transfer agency/Investor administration 15% 13%
Distribution 10% 12%
Other 11% 9%

Total 100% 100%

Base: 70

PricewaterhouseCoopers LLP

May 2006
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Section five — Operational management

Q5.4 Please estimate your likely IT spend (i) now and (ii) in 3

years time as a percentage of revenue.

Key functions Now In 3 years time
Portfolio modelling 7% 7%
Order management 3% 2%
Trade confirmation 2% 2%
Fund accounting 5% 4%
Client reporting 5% 4%
Performance measurement 3% 4%
Compliance monitoring 3% 3%
Transfer agency 1% 1%
Customer relationship management 2% 4%

Base: 70
PricewaterhouseCoopers LLP

May 2006
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Section five — Operational management

Q5.8 How would you rate the operational effectiveness of your
organisation relative to your peers in the following areas?

Don’t know / Not applicable
Investor administration 9 “
and servicing 10

Investment operations 3 5
i 14
. 4
| 54
Other n
-40 -20 0 20 40 60 80 100 90

%

Base: 70
B Below Average H Average Above Average

May 2006
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Section five — Operational management

Q5.9 What is your planned level of priority for operational
Improvement in 3 years time in the following areas?

None
Investor administration and servicing m 11%

Investment operations - 49 4%
Fund accounting - 11 40 19%
Client reporting -I 30 7%
Custody - 11 23 60%
Other - 91%

0 2'0 4'0 6'0 8'0 1(')O

%
Base: 70

HLow mModerate ®mHigh

May 2006
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Section five — Operational management
Q5.10 What functions are performed in house, or outsourced or

offshored to a significant extent (i) now and (ii) your expectations
for the next 3 years?
(i) Now (i) In 3 years time

Investor administration and senvicing " 9

i 77
Investment operations

40

Fund accounting 57

Client reporting 77

11

Custody 81

70

Legal
HR [ 10 90 : 84

Tax |— 39 61 o 56

94 90

Finance 4

T 24 4 , 63

: - 77
Internal audit & compliance 23 "

0 20 40 60 80 100 0 20 40 " 60 80 100
%

In house M Now outsource B Off shore
Base: 70 May 2006

PricewaterhouseCoopers LLP Slide 36



Section five — Operational management

Q5.11 If you have outsourced or are considering outsourcing
and/or offshoring, what were/are the drivers for doing so?

Focus on core competencies 49

Pressures for cost reduction 7

Quality of service & delivery 15

Improved regulatory compliance

Demand for leading edge technology 3

Move from fixed cost to variable cost 2

Speed to market for product development 3

Access to resources/experienced staff 7

Other 2

Not considering outsourcing/offshoring 12

T T 1

0 20 40 60
Base: 70 %

May 2006
PricewaterhouseCoopers LLP Slide 37



Section five — Operational management

Q5.12 What do you think are the key barriers to outsourcing
and/or offshoring?

Regulatory restrictions 11

Reputational concerns 17

Taxation implications

Lack of supplier capability 24

Business case/pricing not proven 13

Privacy and confidentiality 6

Internal culture 10

Lack of experience in managing/overseeing outsource providers 3

Cost of transition 9

Size of change programme 6

Others 1

Base: 70 %

May 2006
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Section five — Operational management

Q5.13 What would you consider to be the top 3 factors in
selecting a third party provider?

Cost 12

Location of service provider 3

Reputation/specialist skills 33

Depth and breath of service offering 22

Strategic fit 20

Regulation/compliance record | 1

Technology platform 4

Transfer of current staff to service provider

Existing relationship 4

Other 1

Base: 70 0 10 20 30 40

%
May 2006
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Section five — Operational management

Q5.14 Which of the following mechanisms do you use to manage

the services provided by outsourcing suppliers?

Service level agreements

Key performance indicators

Service credits / debits

Most favoured nation clauses

Step inrights

Exit rights

Independent reconciliation

Internal audit/compliance review
Service meetings

Formal third party review e.g. SAS 70

Other

16

11

10

30

27

36

o1

64

67

89

Base: 70

PricewaterhouseCoopers LLP

20 40

%

60

80

100

May 2006
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Section five — Operational management
Q5.15 How would you rate the guality of service received from

outsourced/off-shored functions as compared to your experience
prior to outsourcing/offshoring?

Investor administration & servicing
Investment operations

Fund accounting

Client reporting

Custody

Legal

HR

Tax

Finance 29

T 21 32

Internal audit & compliance 15 15 31

-100 -80 -60 -40 -20 0 20 40 60 80 100
%

Base: 70 M Worse thanin house B Same as in the house
® Marginally better than in house Significantly better than in house

May 2006
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Section six — Finance function and management information
Q6.2 Please indicate on the list below the 3 key objectives for

your finance function (i) now and (ii) expected focus in 3 years
time, in order of priority.

() Now

Effective business
partnering - decision
support to the business

Simplification and
standardisation of
processes
Improvement in
transparency and
integrity of reporting
Improvementin IT
support/environment
within Finance
New performance

management
technology

Outsourcing/offshoring

Reduce costs

Other

Base: 69

PricewaterhouseCoopers LLP

14

28

35

Effective business
partnering - decision
support to the business

Simplification and
standardisation of
processes

Improvement in
transparency and
integrity of reporting

Improvementin IT
support/environment
within Finance

New performance
management
technology

Outsourcing/offshoring

Reduce costs

Other

15

20
%

25

30

35

40

(i) In 3 years

64
20
13
10 20 30 40 50 60 70
%
May 2006
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Section six — Finance function and management information

Q6.4 A number of organisations are currently developing and/or implementing
their internal controls framework, frequently adopting a Sarbanes Oxley type
approach. Please indicate your level of confidence in demonstrating the

following...
No

Yes

Assessment of risks carried out

Risk management responsibilities and processes
defined and documented at business and
individual level

Appropriate controls have been designed and are
in operation

Process for escalating risk issues defined

-100

B No but expect to implement B No - not confident M Yes - enhancements needed
Base: 69

PricewaterhouseCoopers LLP

Yes - confidently demonstrate
May 2006
Slide 44



Section six — Finance function and management information

Q6.8 Please indicate your organisation’s top 3 areas of concern
In controlling your organisations’ cost base.

Pressure from the labour market 30
Impact of product development on middle/back office 20
infrastructure and regulatory compliance
Over-proportional increase of overheads due to business 13
growth
Need to invest in step change capacity ahead of volumes 9
Lack of re-negotiation possibility for outsourced operations | 1
Lack of (cost) transparency
I I I 1
0 10 20 30 40
%
Base: 69 May 2006
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Section six — Finance function and management information

Q6.9 How would you best describe your organisation’s overall
approach to corporate tax strategy/risk?

(i) Now (ii) In 3 years time

6% 17% 3%

54%

48%

Very active use of planning ideas, subject to appropriate due diligence
M Reasonably selective use of planning ideas
H Extremely risk averse, few planning ideas adopted

_ H Other
Base: 69 May 2006
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Section six — Finance function and management information

Q6.10 Please score how important or unimportant each of the
following tax issues are for your organisation (i) currently and (ii)
In 3 years time.

(i) Currently | (i) In 3 years time
Neither/nor Neither/nor
Tax compliance
and control 16%
(corporate or 13%
product)
Transfer ; 30%
pricing/global profit 10 35%
allocation
17%
International
corporate 20%
structuring and/or 23 _ 0 16 14 43
23%

financing

16
14 42
International o
developments in 4 19% 1 1 36 9%
VAT/GST
0 0 20 40

Tax solutions to

cross-border 10% 12%
movement of 1 30
personnel

4
I T T 1 : T 1 T T T 1
40 -2 60 80 .40 -20 0 20 40 60 80
Base: 69 % %
B Disagree somew hatl Disagree strongly B Agree somew hat™ Agree strongly May 2006
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Section six — Finance function and management information

Q6.14 Please describe the state of readiness of your company

towards IFRS compliance.

No progress yet in this area

Initial analysis started with
high-level considerations

Thought process completed
with relevant analysis and
decisions in place

Actions started to address
this issue

Actions completed, issues
resolved and changes being
embedded in the business

Base: 69
PricewaterhouseCoopers LLP

17

16

23

41

20

40 60

May 2006
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Section seven — Governance, risk and compliance

Q7.1 How would you rate your firm’s current risk management
arrangements in the following areas?

Defined roles, responsibilities and accountabilities are in m
place

Defined risk management policies are in place
Sign off on effective control environment is in place

Full identification and assessment is in place

Risk management performance is included in staff 24 18 51
assessment

Risks are quantified and linked to capital management m

-60 -40 -20 0 20 40 60 80 100

B No - expectto HENo plans ™ Yes- enhancements needed Yes - confidently demonstrate
Base: 72 May 2006
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Section seven — Governance, risk and compliance

Q7.2 In what way(s) is risk management structured in your
organisation?

managemert inction _ 76
management function

Responsibility by business
o

Responsibility is at an
indvicual basis |3

Staff are appraised based on

management policies

By region/geography _ 15
Other - 5)
0

20 40 60 80

- %
Base: 72 May 2006
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Section seven — Governance, risk and compliance

Q7.3 What will your firm currently use to monitor risk (i) now and
(i) in 3 years time?

(i) Now (i1) In the next 3 years

1%

14% 1%

40%

53% 50%

49, 4%

Automated enterprise-wide risk management system Automated at an individual business unit level
M Non-technology based review B Combination automated/manual
M Other

Base: 72 May 2006
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Section seven — Governance, risk and compliance

Q7.4 What areas, if any do you think need the most improvement
In your firm’s risk and compliance program?

Owersight of outsourced relationships

Compliance with investment management contracts
Monitoring of conflicts of interests

Transparency and interaction with the Board

Chief compliance office function and related controls
Transparency in financial reporting

Anti-money laundering controls/procedures
Knowing your client controls/procedures

Ethics policy

Other

None, not applicable

Base: 72
PricewaterhouseCoopers LLP

21

17

14

10

10

40

May 2006
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Section seven — Governance, risk and compliance

Q7.7 What is the ONE key issue for your Board of Directors or
Trustees, currently, from both a product perspective and a
corporate perspective?

Quality/adequacy of information — 38 49
o 15

Liability management — 10

Training h 6 10
Identifying and recruiting 8

independent members — 21
Development of a charter h g

Self evaluation h 8

11
oner — 13
I
0

20 40 60
%

Base: 72
Product M Corporate May 2006
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Section seven — Governance, risk and compliance

Q7.8 Please indicate the average annual compensation for
Independent directors?

Less than $20,000

$20,001 - $50,000

$50,001 - $100,000

$100,001 - $200,000

$200,001 - $300,000

More than $300,000

Refused/Don't know

Base: 72
PricewaterhouseCoopers LLP

25

17
11
44
10 20 30 40 50 60
%
May 2006
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Section seven — Governance, risk and compliance

Q7.9 Please indicate whether or not agree/disagree with the
following statements?

Neutral

The director should not be employed by the fund's service 26%
providers
The director should not carry out a professional activity 21%
within the fund's promoter group

H : : -

e compensation of the Director should originate from 141 31 40%
different sources
The director should not accept mandates within funds
. 8 24 22 38%
other than those of the fun's promoter group 0
The director should not receive a significant remuneration m 240
0
-40 -20 0 20 40 60 80

%

B Disagree somewhat B Disagree strongly ® Agree somewhat = Agree strongly

Base: 72
May 2006

PricewaterhouseCoopers LLP Slide 56



This publication has been prepared for general guidance on matters of interest only,
and does not constitute professional advice. You should not act upon the information
contained in this publication without obtaining specific professional advice. No
representation or warranty (express or implied) is given as to the accuracy or
completeness of the information contained in this publication, and, to the extent
permitted by law, PricewaterhouseCoopers LLP, its members, employees and agents
accept no liability, and disclaim all responsibility, for the consequences of you or
anyone else acting, or refraining to act, in reliance on the information contained in this
publication or for any decision based on it.

© 2006 PricewaterhouseCoopers LLP. All rights reserved. 'PricewaterhouseCoopers'
refers to PricewaterhouseCoopers LLP (a limited liability partnership in the United
Kingdom) or, as the context requires, other member firms of PricewaterhouseCoopers
International Limited, each of which is a separate and independent legal entity.

PRICEWATERHOUSE(COPERS
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