I. CERULLI QUANTITATIVE UPDATE SUBSCRIPTION

ASSET MANAGEMENT IN SOUTHEAST ASIA 2009

Has your firm considered expanding into the Southeast Asian region? Or is your firm currently there, but contemplating whether to increase your focus?
This region was not hit as hard as others by the market turndown, and there are indicators that it will recover more quickly. With few competitors cur-
rently in this region, there is a significant first-mover advantage. This report provides you with an in-depth analysis of institutional and retail opportuni-
ties in this region and give tactical recommendations for firms looking to expand.

This report examines institutional and retail distribution dynamics, fee trends, product development, competitive landscape, and marketsizing in each
country covered.

This report allows firms to;

e Understand the bank channel and other
distribution opportunities

Key findings:

e Southeast Asia proves to be resilient amidst a global market downturn—regional
mutual fund assets ended 2008 just 18% lower than a year ago.

e Evaluate the revenue and fee trends in each

market e Successful distribution hinges on the banks, as 54% of assets are within this channel.
* Identify crossborder opportunities and entry * The region’s institutional marketplace addressable to third-party managers is projected
strategies to grow at a slower rate—5% CAGR—over the next five years.

e Determine the addressability of retail and
institutional assets

. . , Exclusive data:
) %Oendsgrj?{“?(lit: ?:;l\éz;;;\r)ilsztrr;tegles such as * Size and projected growth of both retail and institutional markets in Southeast Asia

Asset breakdown by distribution channels
Fee structure of key asset classes across the region
Evaluation of important product developments in Asia

e Benchmark marketshare °
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To learn how to apply this report
to your firm’s unique needs,
please contact:

Marketing & Business
Development

+1 617-437-0084
CAmarketing@cerulli.com

USER EXAMPLES:
The following are examples of how this report can be applied to business planning and strategic decision-making:

Scenario 1: A global asset management firm has been operating in Hong Kong and Singapore with a primary focus on the retail offshore business. As part
of their regional expansion review, they are considering entry into the Southeast Asian markets. They are also evaluating the viability of targeting the
onshore segment. Asset Management in Southeast Asia 2009 provides insights into the following:

e Historical and projected mutual fund assets on a regional and country level. (Exhibits 1.1.01, 1.1.02, 1.6.01, 1.6.02)
e What are the onshore vs. offshore opportunities in the mutual fund business? (Exhibits 2.01, 2.02)
e \What is the mutual fund penetration rate as a percentage of Asian household financial assets? (Exhibit 1.1.03)

Scenario 2: In light of diminishing asset gathering opportunities back home, a large U.S.-based asset management firm is conducting a revenue-cost analy-
sis to determine if this could be an opportune time to expand into Asia. Asset Management in Southeast Asia 2009 provides the following metrics:

¢ A fee schedule detailing the range of front-end fees, management fees, and trailer fees in each country. (Exhibits 1.5.01, 1.5.02, 1.5.03)
e Revenue growth potential for distributors and fund managers, and analysis of most lucrative markets. (Exhibits 1.5.04, 1.5.05, 1.5.06)

Scenario 3: A large global asset management firm is exploring asset management opportunities in Southeast Asia’s institutional marketplace. Before they
make any serious time commitments, they need to assess the institutional opportunities. Asset Management in Southeast Asia provides insight into the
following questions:

e How big is the institutional marketplace in Southeast Asia, and what are historical and projected growth trends? (Exhibits 1.1.01, 1.1.05)
e Which are the major institutional segments? (Exhibit 1.1.04)
e \What is the addressability of institutional assets for third-party fund managers? (Exhibits 1.1.02, 1.1.03, 1.1.04, 1.1.06)

Scenario 4: A large global asset management firm has been operating in Southeast Asia, but has predominantly focused on the retail fund business to
date. As part of a strategic review, they are evaluating the institutional market, with a focus on the pension segment. Asset Management in Southeast
Asia provides the following metrics:

¢ A detailed analysis of the retirement landscape in each country. (Exhibits 3.2.01, 4.2.01, 5.2.01, 5.6.01)

e Pension assets in each country. (Exhibits 2.1.01,3.1.01, 3.3.01, 3.4.01, 3.5.01, 4.1.01, 4.2.02, 4.2.04, 5.1.01, 5.2.02, 5.2.03, 5.5.01, 5.6.02)
¢ [nvestment trends of pension funds in the region. (Exhibits 2.1.02, 2.2.01, 2.2.02, 3.3.03, 3.4.02, 3.5.02, 4.2.03, 5.2.04)

e An overview of outsourced assets and managers managing pension assets in each country. (Exhibits 2.1.02, 3.3.01, 3.3.02, 3.5.03)
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INTRODUCTION & METHODOLOGY - INSTITUTIONAL

Cerulli Quantitative Update: Institutional Asset Management in Southeast Asia is an analysis of the
institutional marketplace in Malaysia, Thailand, Indonesia, the Philippines, and Vietnam. Singapore data
has been included in the regional chapter for purposes of comparison and completeness.

Over the past decade, there has been a great deal of time and attention paid to the retail mutual fund
marketplace, but increasingly managers are turning their attention to the institutional client segment.
This is our first effort at a comprehensive examination of the institutional landscape in Southeast Asia.
It examines the outsourcing opportunities for asset managers, building on our previous research on the
Asian insurance and retirement industries.

Complementing this report is the Cerulli Quantitative Update: Retail Asset Management in Southeast
Asia publication, which analyzes the corresponding mutual fund marketplaces.

Report Focus

The following pages focus on market sizing and addressability, manager selection, and market trends in
Southeast Asia’s institutional asset management industry. The regional chapter also includes a discus-
sion of region-wide outsourcing trends.

Proprietary Research

While anecdotal information on the Southeast Asian markets abounds, quality and reliability of infor-
mation remains sketchy. Our firm, however, is striving to sort through the anecdotes and disparate sta-
tistics and begin assembling more actionable data in two forms:

= Granular quantitative information designed to help clients determine the size of the institutional
investable assets accessible to third-party asset managers, thereby providing a better picture of the
current and potential opportunities.

= Consultative qualitative information designed to help clients understand how to tap these opportu-
nities via an informed assessment of the various institutional groups and current outsourcing
behavior.

Central to achieving the goal of providing useful quantitative information are our proprietary surveys of
asset managers in the region. This is a bottom-up survey to understand the relationship between asset
management firms and their clients. Cerulli is pleased to say that more than 60 highly focused and in-
depth research meetings and conference calls were conducted with asset managers, distributors, fund
associations, insurance companies, pension funds, and regulators in the region. In addition, Cerulli sur-
veyed a number of asset managers in Malaysia, Thailand and Indonesia, and banks in Malaysia.
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INTRODUCTION & METHODOLOGY ~- RETAIL

Cerulli Quantitative Update: Retail Asset Management in Southeast Asia is an analysis of mutual fund
trends in Malaysia, Thailand, Indonesia, the Philippines, and Vietnam. Singapore data has been included
in the regional chapter for purposes of comparison and completeness.

An extension of the firm’s research coverage in Asia, this report forms an important part of our ongoing
coverage of the world’s developed and developing asset management marketplaces. Cerulli believes that
Southeast Asian countries will continue to extend their influence within Asia, a region which, in the
long run, will probably represent the largest mutual fund marketplace in the world outside of the United
States.

Complementing this report is the Cerulli Quantitative Update: Institutional Asset Management in
Southeast Asia publication, which analyzes the corresponding institutional marketplaces.

Report Focus

The following pages focus on several key areas in Southeast Asia’s retail asset management industry:
market sizing, product development, players, distribution strategies, and projections. The regional chap-
ter also includes a discussion of region-wide trends, fees, and revenues.

Proprietary Research

While anecdotal information on the Southeast Asian markets abounds, quality and reliability of infor-
mation remains sketchy. Our firm, however, is striving to sort through the anecdotes and disparate sta-
tistics and begin assembling more actionable data in two forms:

= Granular quantitative information designed to help clients determine the size of publicly available
investment assets, thereby providing a better picture of the current and potential opportunities in
the various customer and product segments.

= Consultative qualitative information designed to help clients understand how to tap these opportu-
nities via an informed assessment of the latest product, distribution, and regulatory trends.

Central to achieving the goal of providing useful quantitative information are our proprietary surveys of
asset managers in the region. These are bottom-up surveys to understand the relationship between asset
management firms and their clients. Cerulli is pleased to say that more than 60 highly focused and in-
depth research meetings and conference calls were conducted with asset managers, distributors, fund
associations, insurance companies, pension funds, and regulators in the region. In addition, Cerulli sur-
veyed a number of asset managers in Malaysia, Thailand, and Indonesia, and banks in Malaysia.
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EXHIBIT 1.1.03
Southeast Asian Household Financial Assets (HHFA) and Mutual Fund Penetration Rate, 2003E-2007E

Note: Countries included in the calculation are Malaysia, Indonesia, Thailand, Philippines, Vietnam, and Singapore.

Sources: Asian Development Bank, Federation of Malaysian Unit Trust Managers, Employees Provident Fund (Malaysia), Bapepam-LK (Indonesia), Asabri (Indonesia), Jamsostek (Indonesia),
Lipper FERI, OECD, World Bank, Bank of Thailand, Securities and Exchange Commission (Thailand), Association of Investment Management Companies (Thailand), Government Pension Fund
(Thailand), Social Security Office (Thailand), Bangko Sentral ng Pilipinas, Investment Company Association of the Philippines, Government Service Insurance System (Philippines), Social
Security System (Philippines), Vietnam Social Security, Company prospectuses, Cerulli Associates
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=  Thanks to the pre-crisis bull markets, mutual fund penetration of household financial assets in the region averaged just less than 9% in 2007. This
figure is somewhat higher than might be expected (Singapore’s penetration, for example, is just 6.9%) due to institutional buying of mutual funds in many
Southeast Asian markets.

= Southeast Asia’s jump in penetration from 6% just four years ago can be attributed to greater investor awareness, economic stability, and strong
markets. However, financial deregulation was clearly the prime catalyst for industry development, leading to the phenomenal rise of local fund
providers and distributors.

Key Implication: In the period from 2003 to 2007, the 21% per annum expansion in mutual fund assets was well ahead of the 11% growth in household finan-
cial assets (HHFA). It would be reasonable to expect mutual fund assets to continue to outpace HHFA growth in 2008 and 2009, given that the industry is con-
tinuing to develop, despite the current recessionary conditions. However, HHFA assets are expected to pick up steam in 2010, thereby causing the uptick in
penetration rates to slow down.
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EXHIBIT 2.2.02

Employees Provident Fund Invested Assets Under Management Marketshare by Investment Objective, 2003—-September 2008
Sources: Employees Provident Fund, Cerulli Associates
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= The EPF’s investment allocation has shown only marginal modifications over the past few years, with a small contraction in its allocation to money
market and government securities over the past five years, offset by a slight expansion in loans and corporate bonds.

= The fund is also said to be seeking ways to increase its investment in real estate, currently standing at below 1%, well below the 3% strategic alloca-
tion recommended by consultants.

= The fund has indicated a shift in its strategy with regard to direct stock holdings—from one of medium-term capital gains to the pursuit of regu-
lar dividends. However, this will require a substantial rebalancing toward foreign investments—much of its equities portfolio is currently invested in
local securities, which offer low dividend yields.

Key Implication: The EPF’s 3Q 2008 investment income fell 60% from the previous quarter. If this continues into 2009, the EPF will be under strong pres-
sure to review both its asset allocation and the recipients of these assets. This opens the door to new players, but not for long, as the EPF settles on longer-term
partnerships with a more select group of managers.
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