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Letter from our
Global Head of Asset &
Wealth Management
Consulting, Luc Baque

S 2022 comes to an end, we briefly reflect on what has

been yet another turbulent year within the geopolitical

landscape. The year started with industry assets and
revenue pools at record levels, while pandemic related supply
chain disruption, followed by the war in Ukraine, triggered a
global energy shortage and financial market volatility. Large
parts of the globe are now finding themselves caught in an acute
cost of living crisis driven by rising inflation.

2023, a Year for Pragmatic Caution

Whilst the world feels increasingly polarized, we must take heart from the examples
of cooperation within the international system, and recognize the responsibility of
the Investment Management Industry at the very heart of the global economy. Asset
and Wealth Managers, who achieve a purpose beyond investment performance, can
create meaningful consequences not just for the economy, but for the environment
and society as a whole. This challenge brings both a responsibility and an
opportunity to provide stability, with a particular focus on continuing towards global
climate ambitions. This will require us to work together to get the very best from our
industry if we are to get those critical decisions right.

Industry Trends

Substantial resilience will be required through 2023 as market uncertainty and
volatility persists. This year, Alpha’s AWM Outlook will look deeper into four key
industry trends that we believe are set to have the biggest impact on the Investment
Management industry; the need for Addressing Structural Drivers of Cost, a
continued drive towards global ESG Commitments, the Growth in Private Assets
and the shift towards placing Data at the Heart of Decision Making.

Our Outlook

For the second year we have focused our Outlook on the personas that we work with
day-to-day, as we highlight some of the priorities and challenges we expect them to
face in 2023.

Thank you for reading, we hope that you enjoy it. As always, we are delighted to hear
any feedback and look forward to carrying on the conversation with you over the next
year and beyond.

Outlook 2023

Leaders are faced with making bold decisions which will enable
them to overcome legacy operational and data issues to offset fee
margin erosion and other pressures. For many incremental change
will not be enough, and more firms will embark on multiyear, front-
to-back transformations. Clarity and communication of strategy
will be essential to deliver this engineering firm-wide agility and to
unlock sustainable company growth.

Whilst resolve will undoubtedly be tested in 2023, ESG will
continue to remain at the forefront of investors’ minds.

This, combined with the heightened focus on the moral
responsibilities of the modern-day Asset Manager, will
motivate firms to continue to mirror contemporary society’s
investment preferences.

Near-term market uncertainty should not dampen the prospects for
alternative markets, as we expect to see continued growth driven by
investors looking to achieve their long-term objectives; particularly
amongst Wealth Managers as they seek to provide appealing
alternatives to public assets for their clients.

Timely and accurate provision of quality data across all tenets of
the business will result in competitive advantage against peers.
Increased regulatory burdens, evolving ESG requirements,
changing client needs, and the heightened focus on risk in
volatile markets are key drivers of this demand.
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Insights from Alpha’s Research

Investment Managers across the globe are preparing for the possibility of an
imminent recession. Difficult choices are needed to help their businesses weather the
recent volatility in the market. Economic conditions may drive a slowdown of ESG
ambitions, but Investment Managers should not lose sight of their responsibilities
and their wider societal role. This industry shapes the deployment of capital and
needs to continue to do so with an increasingly critical eye.

As cost pressures mount, hiring freezes and divestitures of non-core business units
may also be required. The market is still reasonably fragmented, and we would expect
this environment to drive an increase in consolidation. ‘Survival of the fittest’ takes
precedent in this environment; to stay competitive, firms need to focus on finding the
opportunity in the uncertainty with a clear strategy that their teams understand and
drive towards. Now is the time for Investment Managers to demonstrate success in
active strategies and invest in future-proofing their operating models, supported by
scalable technology and data solutions.

An effective ‘change culture’ is key for any organization’s longevity. Firms are sufficient at setting out the mission and
rationale for change, but weaker when it comes to managing the volume of change and having dynamic prioritization
as plans need to evolve. Most firms do not have an innovative, flexible, and open-minded approach to change. Where
there is a need to be bold and deliver more than incremental change, Asset Managers are going to need to master

these additional elements of a successful change culture.

Asset Management

Source: Alpha FMC 2022 Technology and Change Benchmark
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Expected Areas of Investment

To Winin the
Marketplace, you Must
Win in the Workplace:

Investing in talent during market
downturns will ensure a firm is well-
positioned for recovery and growth,
while promoting loyalty in employees
by providing them with stability
during uncertain times.

Out of Fashion Asset
Classes Back En Vogue:

While the events of 2022 were
impossible to foresee, there was

an expectation for active Managers
to protect investors in a declining
market. Active should address the
unforeseeable by design, and needs
to demonstrate its benefit in 2023.

Managing Costs,
Capabilities, and Scale:

Chief Executives with strong
balance sheets should be looking
for opportunities in downturns to
grow capabilities, products, scale,
and cost efficiencies through M&A
and/or divestitures where non-core
components of the business are not
aligned to strategy.

Asset Management .



Insights from Alpha’s Research

In 2023 CFOs will increasingly focus their attention on addressing the structural
drivers of cost within their business, while having a cost base that is only structured
for growth will no longer be an acceptable strategic position.

Striking the balance between high growth and managing the existing business
profitability will become key, and with the goal of protecting operating margin
clearly set, previously avoided levers will be examined again. We expect the closing
of unprofitable products, rethinking location footprints, and accelerating the
outsourcing of non-core capabilities to all be options that gather pace this year.

Finally, we have seen too often in recent years that CFOs and their teams are last in

line to receive high quality output from long running data improvement programmes.

This is beginning to change as CFOs begin to get the input they need to have
meaningful discussions about channel, product and client profitability.

Having a best-in-class, sustainable client service operating model pays off. Asset managers who have invested in their
client service processes, data and workflow retain more assets. Those with streamlined take-on capabilities can onboard
new mandates over 30% faster, maximizing the revenue of assets won. Some firms are looking to measure ‘cost-to-serve’
as away of prioritizing effort on the most profitable relationships and reducing uneconomical, bespoke servicing.

' Asset Management

Source: Alpha FMC 2022 Client Service Benchmark
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Ifocus on structural cost

base changes.
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Striking the balance between

growth and profitability.
.

Rigorously examining

channel, client and product

profitability.
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Addressing Structural
Drivers:

Closing unprofitable products,
rethinking location footprints, and

accelerating the outsourcing of non-
core capabilities.

Channel, Product &
Client Profitability:
Implementing fit-for-purpose, reliable

and transparent cost allocation data
will become a must.

Re-examining All Areas
of Cost:

Areas that have previously been ‘de-
scoped’ from efficiency programmes
will come back on the table.

Asset Management
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The new modern-day CIO reaches across business and technology, enabling
organizations to be industry innovators - traits that will continue to be emphasized
into 2023. Sound foundational architecture, digitization and governance will allow the
business to expand or contract in areas of preferred asset exposure in volatile markets
while delivering optimal client service. CIOs leading this delivery framework have
greater flexibility to monitor cost savings without compromising on value and growth.

During rapid change, market instability and growing anticipation of an imminent
recession, CIOs will be challenged to analyze opportunities across shorter economic
cycles; assessing inflation, continued supply chain constraints and maneuvering
policymakers. We‘re anticipating expanded asset coverage across derivatives,
alternatives and ETF holdings for diversification to offset the impacts of periods with
lower margins, as well the continued need to oversee a coherent and meaningful ESG
strategy.

A people-first approach will remain a constant in the year to come. The job market
demand for specialized skillsets has slowed; however, CIOs will be focused on
retention and progress across their top performers. Leading CIOs will put people and
culture at the core of their investment, business and technology strategy.
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Digital Assets:

Streamline adaptability across
architecture and enhance coverage
of investment options that span
TradFi and DeFi investment (specific
to on vs. off-chain).

Technology:

Cloud enablement, cybersecurity
and assessing expanded vendor
opportunities to enable adaptability
for rapid change.

ESG:

Integration of regulatory requirement
reporting, enhanced ESG asset
scoring and expanded risk

model inputs to evolve portfolio
construction capabilities.

Asset Management I



Insights from Alpha’s Research

Chief Operating
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As strategies focused on growth and profitability within the Asset Management sector
become harder to achieve against a backdrop of significant market volatility, we
expect that the COOs role and focus areas will change in 2023.

COOs will focus on ensuring the end-to-end operating model is resilient to market
events and can still support an increasingly diverse set of products and asset classes,
whilst still maintaining an acceptable risk level - flexibility and agility will be key.

We forecast margins of competitive advantage will continue to decrease throughout
2023, requiring COOs to look internally at how to reduce their cost bases and use data
and current third parties more effectively.

Due to cost pressures and to maximize access to talent, asset managers are reviewing their location strategies. Large
firms, or those part of a broader financial services group with access to established low-cost centers, have an advantage
over others in reducing their average cost per FTE. The size of the ‘virtual workforce’ is growing as firms start to drive
tangible benefits from automation. While still small figures, at <10 virtual FT equivalent on average, there is potential for

major cost savings and opportunities to reduce operational risk through effective automation.

i Asset Management

Source: Alpha FMC 2022 Technology and Change Benchmark
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Expected Areas of Investment

Scalable and Resilient
Platforms:

Designing and implementing
scalable platforms to deliver lower
ongoing running costs and drive
growth.

Data Enhancements:

Investments in improved data
services, tools and governance to
gain a competitive edge through
better use of data.

Enterprise-wide
Automation:

Continued focus on employing new
tools and technology to reduce

manual processes and minimise
operational risk across the business.

Asset Management I
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Deliver Transformational
Change:

Identify areas where a true step-
change in technology investment

is required or overdue to scale and
simplify the business e.g. investment

COSt al’% Valﬂe CES\?ere’d through ' and distribution platforms.
and product-

In 2023, CTOs will be forced to balance transformational agendas against an uncertain
market climate; however, strategic focus and prioritization will continue to position 0 I’
technology as a key enabler and differentiator. 4 AL serwoe mo

We expect to see continued investment in areas where transformational change is - ‘
required for competitive differentiation, particularly around large enterprise platforms " - : -
across the investments and distribution value chains. We will also see the continued N, O :
proliferation of centralized data solutions and the need to integrate common data
structures to power third-party and internal applications.

Focus on Value
through Product:

Reorient technology delivery via
nimble, vertically integrated product
teams aligned to key business
initiatives leveraging strategic
architectures to drive cost savings.

Lastly, we continue to expect firms to focus on building and retaining the next
generation of technology talent with a specific emphasis on the data and
analytics domains.

Insights from Alpha’s Research

Build New Talent
Firms have not yet completed their ‘journey to the Cloud’ but the focus is shifting to data migration and optimized cloud Capabilities:
compute models/pricing. Many firms are confident that their technology strategy is directly linked to the business

strategy, and that change benefit delivery and software release cycles are faster than 5 years ago. This suggests Asset

Attract, develop, and retain top
data and analytics talent across
geographies. Ensure alignment with
key business priorities and focus on
business analyst roles.

Asset Management

Managers have a greater conviction on the role of technology as a business differentiator and progress has been made to

establish agile and lean ways of working across the business.

i Asset Management

Source: Alpha FMC 2022 Technology and Change Benchmark




What are Industry Leaders Focused On? Expected Areas of Investment

») Addressing increasing ESG data \ g‘d“St"a"zatw" of New
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needs Whlle managlng market — ESG &Alternatives assets
data costs. -~ implementing consistent and

industrialized data governance on
ESG and alternative data sets.

In 2023, CDOs will be forced to deliver short-term savings considering the current
market climate. We expect larger initiatives on market data costs management, ProteCting data and Complying

including new ESG data and improvement initiatives to industrialize processes. with'dat a- regu lation S.‘ 3 o
We also expect to see additional data protection, emerging regulations & =
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Insights from Alpha’s Research

Cyber & Data

Our research indicates a significant shift is taking place as firms recognize that an offensive data strategy is needed Protection:

to capture growth in competitive times. Large Asset Managers have the most mature data strategies and greatest
Classifying and protecting data while
complying with regulations and new
threats.

ambitions. While most are still early on inwhat is a long-term journey, firms have improved their ability to collect,

report and store data. The biggest single challenge is now how to integrate data. Our findings indicate that the

level of data acumen has increased; business areas are starting to become more literate on how to solve their data
challenges, and the use cases which unlock strategic value from data.

Asset Management

Source: Alpha FMC 2022 Data Operating Models Survey
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Insights from Alpha’s Research

With markets remaining volatile for the foreseeable future, performance will be

a challenge for many Managers and beyond Distribution teams’ control. Heads of
Distribution are therefore focusing on elements that they can control to maximize client
retention, net inflows and profitability.

Service excellence, timely/accurate insights and efficiency will be the name of the game
as client demands grow and fee pressures rise. Strong foundations of client data coupled
with robust governance and deployment of flexible technology will be the key to enabling
these outcomes.

Additionally, new challenges are arising as managers broaden their offerings, extend into
private assets, and battle evolving and often unclear ESG requirements, putting pressure
on operating models and client experience.

)?5

-~

Differentiators: Timely data driven decision making. Operational efficiency and
scalability. Integrated Technology.

There is a full spectrum of attitudes towards data-driven distribution and no one-size-fits-all approach to channel and regional
differences. Only 25% firms have a defined sales analytics strategy linked to the business’ objectives, with specific needs articulated
to the technology/change teams for delivery. More advanced firms using actionable sales insights have achieved this by sharing early
success stories, having a centralized team of analytics experts, good UX design and tech-savvy salespeople as champions of adoption.

A successful coalition between marketing and sales is also a key success factor for effective, modern sales enablement capabilities.
However, 74% of marketing teams’ feedback loop with sales is limited or missing, hampering their ability to capture improvements to
content & data quality, lead qualification/nurturing approach, timeliness, and accessibility of insights.

' Asset Management

Source: Alpha FMC 2022 Sales Benchmark and 2022 Marketing Benchmark
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Business Resilience:

Strategic changes to business
models to deliver cost-effective
scale, improve efficiency and meet
changing client demand.

Insights & Analytics:

Provide sales teams with actionable
insights on client and prospect
behaviour to drive sales and increase
retention.

Alternatives:

Improving operating models to
enable managers to flexibly offer
new asset classes and service new
geographies as opportunities are
identified.

Asset Management
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What are Industry Leaders Focused On? Expected Areas of Investment

Product Insights &
Tooling:

»D D"\riving insight from.Product dé:ca
to'ensure activity is focused on the
righ:c opportunitiest”

Aggregation of data sets and easy
to use “Product” tools to spot
competitive advantages and direct
Product prioritization firm-wide.

-

Our 2022 OQutlook has been proven with Product functions experiencing significant

investment in data and technology. In 2023, we expect this investment to continue but " Ongoi ng innovation and

given market volatility, Product teams will need to prove their value to the firm. . . . - ‘ e
diversification away from traditional

For most, this will be via driving focus on the right products and innovating product Product'suites
manufacturing to unlock access to the biggest revenue pools (“mass customization” i -
for retail investors, Alternatives pools, passives and creating leading ESG franchises).

/,

.-. Product “Innovation™:

Strategic response and plan for

BAU response to regulation will continue to be a core ask of Product teams (e.g. FCA’s o atlng a S&&l{ atlng model accessing the biggest pools of
Consumer Duty framework.) As ever, those with accurate data, defined workflows and ' :ﬁ;ﬁg‘;jc‘t’ii;ag %egceg iE:;dUCt

deliver fi 'a’uon
?*~ to change :" - R

a scalable operating model will absorb change with minimal impact. \ s ..\

Insights from Alpha’s Research

Workflow & Automation:

Further investment in assuring

the quality of master Product

data to both internal and external
consumers via automation and data
quality analytics.

Product functions are faced with challenging economic and regulatory headwinds, yet to tackle this mix of strategic
need and BAU response, only 1in 8 Product teams has a dedicated budget. Without investment in the operating
model and a technology roadmap, Product teams will need to work hard to be proactive.

Source: Alpha FMC 2022 AM Product Survey
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What are Industry Leaders Focused On? Expected Areas of Investment

»D Tailoring compliance operating

models to manage the.impact of#
regulatory divergence.

Data & Technology:

Compliance

Data models and technology that

enable near real-time surveillance,
issue resolution and accurate and
insightful reporting.

In 2023, Heads of Compliance will need to consider how to keep global operating
models on top of new divergent regulations (e.g. UK Consumer Duty), whilst keeping
focus on existing high-risk areas for regulators, such as better consumer outcomes,

Leveraging te_.c;;(hnology to manage

financial crime & market abuse, regulatory reporting and “greenwashing”. p! increasingl .ffé'omplex financial
. . o . - &
Regulators are moving to be data-led to enable real-time surveillance for firms. crime r%z " ’ y"’
Compliance teams must keep pace and have the technology, data and resources 7 - ’\\‘ \\\\\\:,: Surveillance &
available to identify, monitor and remediate in near real-time. y awe A Q\'@\‘) Monitoring:
. " 4 N ¢ &S . o

With consumers and regulators’ attention on outcomes, compliance teams need to Embedding ESG knowledge and H '\‘\!“ rsn‘;rg’ﬁl'gzrl‘gaertn?r?'sa‘ﬁx'2% rﬁ' ﬁggce
focus reviews on outputs against outcomes and not simply complying with inputs ﬁrocesses across the'three lines teams to have agmore targetzd
(e.g. following the policies and frameworks). - focus on high-risk areas with greater

> of defence. coverage.

Insights from Alpha’s Research
Talent:

EMIR and MiFIR Transaction Reporting continue to be challenging, with around half of firms not meeting their
targets on reporting accuracy. Remediation is often manual, and firms continue to struggle to resource large-scale
remediation projects due to limited regulatory reporting expertise, and capacity within teams that are often already
stretched supporting manual processes and procedures for BAU reporting.

Need for individuals with knowledge
in emerging topics (e.g. ESG) and
skills to utilize RegTech and data to
enhance quality and efficiency.

Source: Alpha FMC 2022 AM Regulatory Reporting Survey
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Insights from Alpha’s Research

In 2023 we expect Heads of Risk to take stock of the past year’s events, assess how
effective their responses were and continue to reinforce their risk management
frameworks to enable them to manage and respond to risks and resilience crises faster
and more effectively.

Heads of Risk will also need to consider the implications of the new prudential
requirements, particularly those which may bring critical third parties into scope for
assessment, as well as liquidity risk and the increased focus on ESG. Firms will have
to evolve their operating models, data and technology functions in to manage the
myriad of systemic and idiosyncratic risks they now face, with robust controls and

Management Information throughout the Operating Model being of utmost importance.

In summary, risk professionals will need to be both old-fashioned and avant-garde at
the same time to cope with the blend of long established risks whilst anticipating such
an uncertain future.

The volume and complexity of client communications is increasing rapidly, especially for large asset managers operating
in numerous markets, using multiple distribution channels. 9 out of 10 firms apply a risk rating to communications, around
primary factors of the client type, complexity of location or product. 60% of firms say that responsibility for marketing
and client communication review sits with the business as the first line of defence, and there is a broad range of team sizes

and approaches to second line communication review processes. Firms are focused on deploying more technology and
automation to continue enhancing processes and controls.

i Asset Management

Source: Alpha FMC 2022 Marketing and Client Communications Compliance Survey
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al risk landscape.

People:

Talent to anticipate and address
resilience vulnerabilities.

Data and
Technology:

Better data and tech across key
areas as ESG, Investment Risk,
Liquidity and 3rd party risk.

Defence Frameworks:

Enhance the Governance, Risk and
Control Framework across the 3
lines of defence.

Asset Management



97% of firms in our 2022 Digital Survey stated that Digitisation continues to be a priority,
as they embed ways of working which came from a “forced experiment” during the
global pandemic.

Firms will re-assess their digital strategies and plan for the next 2-3 years. This will cover
how to interact with clients and how to change the way the firm operates.

The Chief Digital Officer & Heads of Digital will concentrate on:

» Bringing their Strategies for Digital into the firm with a unified vision & plan
» Building their Digital Organization - skills, roles and ways of working

» Executing on initiatives (e.g. new client portals, implementing new technologies)
that evidence the strategy

» Measuring the value and contribution that their investment in digital creates and
communicating this across the firm

Insights from Alpha’s Research

The main driver of digital transformation continues to be client expectations, with only a third of firms assessing that
they are meeting or exceeding client expectations. The internal culture change required is emerging as one of the top
challenges for Digital teams, ranking above data management this year.

Asset Management

Source: Alpha FMC 2022 AM Digital Readiness Survey
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Expected Areas of Investment

ities.

Next Gen Digital Client
Experience:

Building Digital Channels to enable
self-service access to information
and services that meet the different
needs of target audiences.

Greater Levels of
Automation:

Digitising manual & repeatable
processes in client & operational
areas. Improving the client
experience, speed to market and
internal efficiency.

Shift to a Digital 1st
Model:

Reshaping the organization in how
it brings its offerings to market and

the skills, roles & processes that are
needed to do this.

Asset Management i
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Insights from Alpha’s Research
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Demand for Alternative Credit is set to continue growing in 2023, with traditional
capital providers less willing to lend in the current environment. Alternative Credit
offers better risk-adjusted returns than many asset classes and provides a proven
hedge against inflation and rising interest rates — two prevalent macroeconomic
factors currently in sight.

Alternative Credit Managers will need to evaluate their ability to operate at scale as
the breadth, depth, and complexity of investments increase. Managers can no longer
afford to be seen as niche players - they must focus on developing scalable end-to-
end solutions that enable growth while supporting deal origination and lifecycle
management through to maturity and exit.

As investors become more scrutinous of their investments during this cycle, they
will demand more from their managers, including greater transparency and more
frequent reporting. Alternative Credit Managers should therefore consider how they
can provide these services without sacrificing returns or increasing costs.

Most firms expect to see considerable growth in their technology spend,
with a focus on customer experience and client reporting.

Alternatives

Source: Alpha FMC and Lionpoint 2022 Next Generation Private Markets Survey
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Data and Tech:

Improving data quality and
availability to enhance the investor
experience.

Operational Scale:

Positioning operating models to
scale for AUM and investment.

ESG Considerations:

Upgrading ESG capabilities in all
Alternative Credit processes.

Alternatives i
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Private Equity faces fresh challenges in 2023, as tightening global monetary policy
increases the cost of capital - the lifeblood of an industry that continues to mature.
Firms will look beyond leverage-driven multiple plays as they embrace opportunities
to drive revenue growth and margin expansion within their portfolio companies.

Within a high-interest environment, investors will turn to Private Equity to provide
diversification and performance benefits, as well as yield enhancement and
inflationary hedges. Larger firms will continue to acquire complementary strategies
on their journey to become listed, multi-strategy asset managers.

Increased competition amongst consolidated firms, coupled with poor IPO markets,
will continue to drive GP-led secondaries and the retention of trophy assets, whilst
LPs turn to secondary markets to liquidate holdings, and free-up capacity to allocate
to a much-coveted 2023 vintage year. Bargains are rife, investors want in, and the
Private Equity industry remains well-positioned despite stated challenges.

Insights from Alpha’s Research

Firms’ current ESG portfolio focus is primarily on environmental factors,
with a strategic focus on achieving a net zero future.

Source: Alpha FMC and Lionpoint 2022 Next Generation Private Markets Survey
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Portfolio Management:

Capturing and driving insights from
portfolio data, detailed historic
performance attribution, and
modelling expected fund outcomes.

ESG & RI
Implementation:

Ensuring sufficient data, governance,
and infrastructure is in place to
successfully implement firms’ ESG
strategies.

Data Management:

As firms look to point solutions

to solve increasingly complex
workflows and strategies, robust
data management guidelines and
platforms are required to provide a
source of truth across teams and

operations.
Alternatives
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As the world enters a new economic cycle, real estate leaders are looking to ensure that
they have the tools on hand to enable them to negotiate an uncertain market successfully.
Increased pressures on performance and returns amplify the need for portfolio managers
to quickly assess and act on opportunities, making timely and accurate data critical to
success.

Investors are seeking more granular, transparent and accessible data. Firms must digitize
core processes and keep up with technology advancements to meet these increasing
demands.

As a result, there is a big push on the governance and flow of data into and within an
organization. The systems and processes used to report and control are vital in this
overall data strategy. Leading firms also recognize the need to invest in IT and operational
resourcing, to ensure technology and data management evolves with the business.

Alongside all this, ESG continues to be a priority as clients and regulators are looking to
distinguish between greenwashing and true ESG credentials.

. ?
Insights from Alpha’s Research W\
Due diligence and valuation processes are starting to become more automated using templating and y <
machine learning assisted document ingestion, releasing time for more strategic activity. Q’“,
Source: Alpha FMC and Lionpoint 2022 Next Generation Private Markets Survey Q‘
Alternatives

Data Governance:

With the increase in data sources,
asset managers need to ensure they
have a robust and resourced data
governance strategy, ensuring data-
driven decision making.

ESG/RI

Implementation:

Ensuring accurate and reliable ESG
reporting based on validated metrics

aligned to investor and regulatory
requirements.

Workflow and
Automation:

Focusing the business on value-
adding tasks, supported by creating

workflows and automating repetitive
low-value tasks.

Alternatives
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o Further, the ever-present need to continue to improve sales force effectiveness in its "Increase 8ales effectiveness by Wealth Managers’ propositions will
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augmenting the RM through data
" and advanced analytics
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of CEOs’ agendas going forward.

Insights from Alpha’s Research s ESG Strategies:

Also driven by regulations, ESG
adoption is key, requiring Wealth
Managers to develop sound
approaches and implementation.

Wealth Management

-
Many firms are investing over 10% of their operating expenses on digital in response to increasing
pressure to meet client expectations. 2 out of every 3 firms admit they are falling short.

Wealth Management

Source: Alpha FMC 2022 WM Digital Readiness Survey
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Comﬁliance

Under the pressure of CEOs, Compliance teams had to streamline their organization
while maintaining an acceptable level of risk in the business. This meant launching
projects to centralize functions, align tools, and make the most of automation (e.g.
RPA, centralized data management, or case management).

While these initiatives are still underway in parallel to business as usual, Heads

of Compliance need to pursue efforts to achieve better results. In this context,
outsourcing is explored to delegate “commoditized” activities as the service
providers become more mature (e.g. KYC factories). Also, cutting-edge technologies
such as Al and Blockchain are tested around compliance use cases. For example,
the Blockchain Association for Finance defines KYC standards for external asset
managers packaged within an industry utility - Wecan Comply — which simplifies
onboarding thanks to the distributed ledger.

)

What are Industry Leaders Focused On?++,

»>

—

|dentify ways to adequately
support business growth while
maintaining risk levels.

Create a leaner organization
without compromising risk and
compliance frameworks.

Understand and explore the
benefits of new technologies
such as web3.

Expected Areas of Investment

Group Frameworks and
Governance:

Defining supra-entity organizations
and rules aligning booking centers
while coping with local requirements.

Anti-Money Laundering
Solutions:

Improve detection and management
of suspicious transactions.

KYC Enhanced
Technologies:

Leverage IA and Blockchain to
rethink how identification information
is collected and analyzed.

Wealth Management



Insights from Alpha’s Research

Due to external influences that have led to a significant market volatility, Wealth
Managers have adjusted their strategies and will continue to do so in 2023 - and with
it the role and focus areas of COOs.

COOs main focus will continue to be the reduction of the cost base with the forecast
of margins further decreasing while keeping up with digital innovation. Service
offerings of business process outsourcing should be considered as an option as these
have matured over the years.

On the other hand, ensuring that end-to-end operating models are resilient to market
events, e.g. with increased interest rates, external risk also increases (e.g. housing
market bubble) and banks should ensure that their credit process and credit risk
reviews are adequately organized.

Legacy technology is seen as the biggest obstacle to digital delivery. Where digital services are available to clients the
adoption rate is high, with access to reporting, transactions, the use of mobile apps and messaging as the most popular
services. Client appetite is also strong for less common, next generation features such as advice and guidance tools.

Wealth Management

Source: Alpha FMC 2022 WM Digital Readiness Survey

What are Industry Leaders Focused On? Expected Areas of Investment

v

»D Reinforcing the operating
platform to minimize risks,
strengthen processes but also
reduce cost pressure.

A0AAARRARRNNY

Key front-to-back processes
to identify harmonization,
automation, or outsourcing
potential.

£

Not lo
advantage o
challenger banks.

Service Level & Client
Centricity of Operating
Model:

Enabling a better differentiation of
the service level per segment or
even starting to prepare mass-
personalization readiness.

Business Process
Outsourcing:

Improving further the operational
efficiency with outsourcing
possibilities where available, in order
to mitigate margin pressure and
improve cost variabilization.

Platform
Enhancements:

Innovation, improvement, or
enhancements of platforms should

be driven forward to ensure future fit
that do not fall behind clients’ digital

expectations.
Wealth Management



Alpha Research & Insights

At Alpha we believe it is important for firms to understand what peers are
doing, but that’s not enough. From our unique research and benchmarking
capabilities we create tangible, data-driven insights to help clients validate
their strategy, deliver change and support key business decisions.

Follow the QR code for more information, or email us at: research@alphafmc.com
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®Alpha

The Alpha Group provides a comprehensive range of services across the asset and wealth management industry. Our team of 750+
consultants work around the globe to help our clients solve their business, operational and technology challenges. This report is
based on Alpha knowledge and industry experience. We would like to thank all our colleagues for their expert contributions.
All personas are fictional and no identification with actual persons or organizations is intended or should be inferred. Alpha FMC
shall not be liable in respect of any loss, damage or expense which is caused by any party’s reliance upon the contents in this
report except, in each case, as agreed otherwise in writing.

For more information please contact:

enquiries@alphafmc.com, +44(0) 207 796 9300

www.alphafmc.com

©2022 Alpha FMC
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