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Introduction & Acknowledgements

This isthe fourth time we have surveyetthe outsourcing market for investmemdministration. As
previoudy our objective has beeto understand how the market has evolved since our previous
reportand how it is developing

As alwaysour surveyssummarisethe views of the respondentand we have deliberately kept our
comments shdrexcept where there is an obvious need for explanation or interpretation.

We would like to acknoledge the contribution made once again BNP Paribas Securities Services
in helping todevelop the questions anpublicisingthe initiative.

We would alsdike to thankthe respondents to the surveyhoseinformed insight is what gives the
results their significance.

If you have any questions or queries about the survey results or would like to know more about the
servicef CitylQplease contact:

PaulWiltshire or Dee Radford 00207073 2925 or by mailing

Management Summary

The key themes from previous surveys held true in 2010 with the majority of respondents satisfied
with their outsourcing arrangements and expressing viewsch were mostly both positive and
supportive.

¢CKS aLI NOYSNARKALX FaLSOodG 27 ( roSanidabohdcuitire ahd KA LI | =
executive commitment from the providdreing seen as critical factors in a successful relationship.

Cost was seen as being an increasingly significant factor in the outsourcing deadibionghwith
the focus being more on long term cost avoidance than short &awings.

With regard to Service Quality (a new set of questions for 2010):

e Over 80% ofespondents said that the service they received in the last twelve months was
as good as or better than in previous years.

e Over 65% reported the service received from their provider was as good as or thetter
the servicehad been when delivereih-house

With regard to oversight a significant percentage of organisations that had outsourced had
subsequentlyeither increased the size of their oversight team or changed the approach to

monitoring performance of their outsourcing partner.

Current market pessures were keeping outsourcing firmly on the agenda for investment managers
with a significant percentage of managers reviewing their current outsourcing arrangements.
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Survey Dimensions

The size of the survey population gemparable to previougears. Although a slightly smaller
number of organisations took pagt36 (down from39in 2009), the number of organisations the
survey populatiorthat had outsourced increased slightly.

The slides below give a more detail breakdown of the sumepulation by business profile,
geography and job function.

Business Profile

60%

| Global Manager
B Regional Manager
B Specialist Manager

 Other / Not Specified

11%

Region
72%

B Europe

= Unknown

26%

CitvlO Ltd Paae 4 of 36 Sep 2010




Job Function

B Executive Management

27%
B Ops & IT Management

B Ops& IT Other

& Other

3%

In summary, the survey population has a strong UK bias with respondents generally holding a senior
position in a global provider.

Background Details

This section gives details of the respondents outsourcing background. We asked how long
respondents had had outsourced arrangements in place. The results were split roughly sixty / forty
with the majority having been outsourced for over three years. Thistrates the point that
outsourcing is an established trend and some relationships have been in place now for many years.

Outsourcing Experience

| 0-3 Years

| 3+ Years
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We then asked about the duration of the current agreement. As in prevBurveys there was a
widerangep LG A& Of SIFINJ gKSy Al 02YSa (2 2dziaz2dz2NOAy3

Contract Term

36% H1 Year
(o]

28% =3 Year

@5 Year
=7 Year
=10 Years

Other

Our next question looked at the type of arrangements respondents had in place. Twenty percent of
NEALRYRSYyGa RAR y20 OdNNByidfe 2dziaz2dz2NOS o6{SS a
position). Of the 80% that did, 57% regarded their outsourcingr@gements as significant.

Outsourcing profile

57%

B Yes Significant

B Yes Niche

B No
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Respondents were then asked to name their lead supplier. The results are shown Ibalosuld be

Yy2U0SR GKIG F ydzYoSNI 2F NBaLRYRSyGa OAGSR aS@SNI
point that the survey results are crossdustry¢ and not geared towards a specific service provider.
(Caeci¢ YR LC5{ 6SNB OAGSR 2y0S SI OK dzyRSNJ ahiKSNE @
provide further details)

Main Outsourcing Partner

3 = BNPP
= BoNYM
| Citi
mHSBC
2 JPM
BNT

@BRBC

@SS

a@ Other

Our nextquestion was a new one as sought to establish whether most organisations had a single
outsource relationship or several. The latter was prevalent and to an extent that surpriséthaus.
graph below relates only to thosgganisationsvhich had outsourced

Multiple Relationships

& Multiple

B Single




When questioned further, respondents gave the following rationale for having multiple
relationships.

Rationale

H Inherited

H "Best of Breed"

B Competitive Strategy
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Market Views

We thenasked respondents to assess how strongly they agreed with a number of statements that

we made about the market. The results are presented here in reverse qrdéth the statement
receiving the least support presented first.

The "lift out" market is dead
60%

50%

40%

30%

20%

10%

0% -\/
-10%

B Strongly Agree B Agree [ Neutral

o

B Disagree [ Strongly Disagree

As in 2009 there was no cassus about the appetite in the market for lift outs and more people

disagreed with the statement than agreed with itSimilarly the assertion that the market for
investment admin services had reached maturity garnered little support.

The market for investment admin services has reached maturity

1.

B Disagree [ Strongly Disagree

60%

50%

40%

30%

20%

10%

0%

-10% V

B Strongly Agree B Agree [ Neutral
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More support wa received for the statement that power is shifting to the providers. However, the
graph is very similar to the one fro 2009. Most people have a view, but the survey population is split
roughly down the middle.

The power in the relationship between companies that outsource and the
providersis shifting to the outsource providers

60%

50%

40%

30%

20%

10%

0%

-10% l///

B Strongly Agree M Agree [ Neutral

W Disagree [ Strongly Disagree

The next series of questions gained muchhhbiglevels of support. Firstlthere was general
agreement that market conditions were increasing the pressure to outsource.

Current market conditions will increase the pressure to outsource
60%

50%

40%

30%

20%

10%

0%

B Strongly Agree B Agree [ Neutral B Disagree [ Strongly Disagree
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Notwithstanding the above the statement that outsourcing deals were often entered into for sound
strategic reasons received strgisupport.

Outsourcing deals are often entered into for sound strategic reasons
60%

50%
40%
30%
20%
10%
0%

B Strongly Agree B Agree ENeutral BDisagree @Strongly Disagree

However the statement in this section that scored most highly was another question about cost;
namely:

Outsourcing deals are often entered into because of cost pressures
70%

60%

50%

40%

30%

20%

10%

M Disagree [ Strongly Disagree

0%

B Strongly Agree B Agree [ Neutral

These last two questions always get strong support (prompting discussion as tot whether they are
compatible). However our respondents arble@to support both statementg although this year
(unlike 2009 the cost questiorscored more highly than the strategic one.
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Provider Perceptions

All respondents were asked to express their views on a list of providers. It should be emphasized

that respadents were in most cases giving their perceptions of the organisation in question, not
commenting on their personal experience. As such the graphs in this section are more about public
relations than actual performance. It should be noted also that nuntibeespondents expressing a

view varied considerably from organisation to organisation.
Provider Awareness
100% i
90% -

80%

70% +

60% 4/

50%

40% -

30%

20% -

10%

0% -

SG BBH RBC BNPP Citi HSBC NT BoNYM  JPM SS

CitvlO Ltd Paoe 12 of 36

Sep 2010




Perceptions

|

SG Citi RBC BoNYM SS BNPP HSBC IPM BBH NT

The results were weighted and the sample size taken into account in order to ensure a level playing

field. Northern Trust received the most positive feedback, with Brown Brothers Harriman, JPMorgan
and HSBC closely following.

We then asked a new question, designed to establish which companies were in the opinion of the
NBalLR2yRSyla aaz2@ayiat FT2NBF INRSHosaHEd BARAGEUR. idain
Northern Trust scored highly and there were strong showings from BNYMellon and RBC Dexia.
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Momentum

1.6 -

1.4 -

1.2

1.0

0.8 -

0.6

0.4 -

0.2

il

SG Citi BBH BNPP SS HSBC RBC BoNYM  JPM NT

We were mindful of the fact that both perceptions and momentum might be influenced by short
term trends in the market. To redress the balance we also looked at the relative performance of
companies this year and compared that to their relative performaoaek in 2006 when we carried

out our first survey. This neatly splits the group into thieéhose who have held their position,
those who have enhanced their standing on those who have seen a relative decline.

2006¢ 2010

2006 2010 =%=Northern Trust

$
L 4

<#-BBH

“=JPM

==HSBC

“=BNPP

“©=-SS

BoNYM

=RBC

—=Citi

o © 0o ~N oo o b~ 0 N

+SG

—_—

4
¢
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The Outsourcing Decision

Respondents were asked to rate the importance of eleven factors in the outsourcing decision.
Responses were then weighted and rankéilhen compared to previous years, future cost
avoidance scored more highly, indeed scored higher than any other catdfgmhycing operational

risk was again seen as being a significant factor and the support of new product development also
ranked more highly than in previous years.

Drivers for Outsourcing

N

w
N
(92]

Future cost avoidance

Reduce operational risk

Support new product development

To enable us to focus on our core competencies

Handle rising volumes #
To become insensitive to volume fluctuations #
Support or enable expansion/mergers F
To partner with someone in an increasingly... ﬁ

To gain access to improved technology

Cost reduction

Enter new markets
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When it comes to selection influences, cost agagores more highly than in previous years.
However the stand out change from previous years was the importance placed on executive
commitment in the provider firm.

Selection Influences

N
w
SN
93]

Executive commitment

Belief in Promises

Cost

Team performance during selection

Relationship Approach

|

Organisational Culture

Client References

Previous Experience

Outsourcing Track Record f} ! I

Personal Network

Comparing year on yegrcommitment, culture and cost are all ranked more highly.

e

=p=Executive Commitment

«=Belief in Promises

==Cost

=s=Team Performance

=*=Relationship Approach

/ «@=Culture

References

==Track Record

==Previous Experiences

<

$=Personal Network

O -~ N W b 0O O N 00 © O

2009 2010
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Experiences of Outsourcing

We now look at the questions related to experiences of outsourcing. First up we asked respondents
to rate the eleven criteria they had consigtd as drivers but this time we asked them to assess the
benefits that had been accrued.

Benefits of Outsourcing

Handle rising volumes

Future cost avoidance

To become insensitive to volume fluctuations

To enable us to focus on our core competencies

Reduce operational risk #
Support or enable expansion/mergers #
Cost reduction ﬁ
To partner with someone in an increasingly... %‘

Support new product development

To gain access to improved technology

Enter new markets

The criteria that scored most highly last year (Core competencies & Operational Risk) dropped down
the table while those relating to volues and cost avoidance rose to the tdp.other respects the
ranking of benefits was very similar to the findings in 2009.

CitvlO Ltd Paae 17 of 36 Sep 2010




Drivers v Benefits

To become insensitive to volume fluctuations

Support or enable expansion/mergers

Handle rising volumes

Cost reduction

To enable us to focus on our core competencies F
Enter new markets F
To partner with someone in an increasingly... —
Future cost avoidance #

Reduce operational risk

Support new product development

To gain access to improved technology

The above slide (the most complex in the report) attempts to illustrate the expectation gap between
drivers andbenefits. We compared the scores from the graphs of both drivers and benefits and
subtracted one from the other. The results are shown above; the longer the bar the greater the gap
between the score for drivers (expectation) and the score for benefifsefience).

CitvlO Ltd Page 18 of 36

Sep 2010



Provider Capabilities

Ly (GKAa ljdzSadgAaz2y ¢S Fa1SR NBalLRyRSyda G2 NI 4GS Gr
As in previous years knowledge of investment management scored most highly. The most noticeable
change on previousears was with regard to quality of servicewhere the scores increased
significantly.

Outsourcing by Function
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