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GROSS FINANCIAL SAVING OF THE HOUSEHOLD SECTOR (YOY)
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Total Gross Savings 2005-06 (P) 2006-07 (P) 2007-08 #
(Rs In Crores) 597.694 768.730 734,372

P : Provisional. # : Preliminary Estimates * Source: RBI Data, 2008
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With whom would Indians trust their money?

State Bank of India

Micro finance institutions Other nationalised banks

NBFCs (para banking) Indian private banks

Chit funds Foreign banks

Cooperative banks

Post office savings

Registered cooperative society

Income bands

4 3 2 1
L L 1 I < Rs. 90k
! ! ' L Rs 90k to 2 lakh
Would definitely trust Would definitely not — Rs 2 to 5 lakh
with my money trust with my money > Rs. 5 lakh

* Source: [IMS Dataworks Survey 2007
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Present Regulatory Infrastructure

FINANCIAL PLANNING

GOVERNING BODIES

GOVERNING ACTS

PROFESSIONAL BODY

GOVERNING BODIES
GOVERNING ACTS
PROFESSIONAL BODY
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Prevailing  Financial Advisory Industry

Minimal or no entry barriers for Financial Intermediaries
A 100 Hrs of Training after passing Exam for Insurance Advisory
A A single certification for Mutual Fund Distribution (AMFI)

Conflicts of Interests and absence of any consistent approach to managing
them

No distinction between Advice and  Selling
Absence of Industry wide minimum certification standards

Consumerso6 inability to distinguish
different intermediaries

bet ween

V
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Understanding the current Financial Advisory Industry

Growth of Financial Intermediaries T MF & Insurance yymbersi n 6 00 0
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The rapid increase in the number of intermediaries over a short span has the following
concerns:

AModerate level of regulation or no regulation

ARisks associated with unregulated selling sans any advisory

ATremendous scope for skill generation
* Source: AMFI, IRDA Annual Reports 2004-05, 2007-08
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Selling Preferences of Financial Intermediaries
Business Profile

Business Profile Individual IFAs Corporate IFAs All IFAs
Sells MFs only 19.6 18.3 19.4
Sells MFs & life insurance and other products 39.8 42.8 40.3
Total 100.0 100.0 100.0

Age Profile

Age in years Sales MFs Sales MFs Sales MFs Sales MFs All IFAs
only + LI only + other 5 ) BB -
products other
only products
Percent in the group

31 - 40 —

51 - 60 -BI-I.-E
" Total 100.0 100.0 100.0 100.0 100.0

AFinancial Intermediariesd profile is ndllifelnswance; c+eq to a
" : . . . o Source: [IMS Dataworks 2008
AScope for skilled employment generation at varying age profiles
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The FPA and Ameriprise Value of Financial Planning Study

A A Financial Planning Association survey sponsored by Ameriprise Financial
and conducted by Harris Interactive shows how critical the pairing of a
professional financial planner and the creation of a comprehensive
financial plan can beto ani ndi v i kngatérnd dinancial success.

A Consumer confidence is near historic lows, yet one group is feeling
optimistic and on track to meet their financial goals including retirement 0o
people in a comprehensive financial planning relationship

A In fact, they are nearly twice as likely to report feeling confident about
their financial future as those without paid, professional support .

Study is conducted in US in the month of June/July 2008
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But e e.

Who Is an IFA?
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Questions Clients Ask - 1

A il 6 \just received an offer for a new job. Can you tell me if this salary
structure isinmy besti nt er est s?o0

Ponder é
Is this asked of by every distributor? And if not, why?
The Answer Is Trust

Al nt e gsrwhat you are when no one is looking .0
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Questions Clients Ask -2

A AiwWhich is the best Mutual Fund to invest
A AiDo | need insurance??d

A AaShall 1 sell this property now??9
Competency | s Essential é

Knowledge is the only instrument of production that is not subject to
di mini shing--rJeMalarkns . 0

é Without Complacency

Altdos what you | earn after y-euohkWamdeni t al |
college basketball coach
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IFA Is the personal Financial Architect & CFO
for his client, who

A Understands needs, arrives at a budget
A Makes the drawings, gets okay, converts to blueprint

A Builds the house
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Role of CFP ©M Professionals

The Financial Advisor Becomes a CFO

Wealth Manager as
Chief Financial Officer

HNWIis Seek More CFO-Like Services from their Financial Advisors

Soume: 2004 Capgemini Memill Lynch relationship manager survey, April 2004,
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Top concerns of Advisors Today

TOP CONCERNS OF ADVISERS TODAY

L e

I N T

L e

Source: CEG Worldwide




Opportunities in No Entry Load Era

A
A
A
A
A
A

Relationship becomes more advice and customer centric than
transaction based

Will open doors for Financial Planning

Good advice will be appreciated and hence rewarded
Customer service will be the key

Knowledge is a must, hence certification becomes important
Those who work in client's interest will be rewarded
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Immediate Issues

A Difficulty in putting a value to your service & advice
Building the right business model

A Maintaining brokerage structure may be difficult and cumbersome
and bulky

A Technology i Online platforms with direct investments
A Immediate cash -flow concerns

\ >\

Henceéé est ablasedmmodel! f e e



What you should do next?

A
A
A
A
A
A
A
A

Improve knowledge levels

See if you can position yourself as a one stop shop for investment advice
Establish client relationship & earn trust

Have a sense of ownership of your clients

Ensure continuous knowledge up gradation

Charge a fee for your services

Build your network

Partner with people with expertise in a different area/function



FP’B INDIA

FINANCIAL PLANNING STANDARDS BOARD INDIA

Financial Planning = (Trust + Education)

Competence Character

Capability Results Integrity

(Education) (Approach) Intent
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Strategic Levers of Client Retention in 2008

40—
Online access and support —_ Strategic Retention
capabilities * Levers
Staternent and reporting quality
Gap T e
Between 20 — ___— Risk managerment and
Advisors and # Fee structure * due diligence capabilities
Clients Product availability/ ___— Portfolio performance/
|Percentage investrnent opportunity * financial results
Points]
Geographic reach/expertize 4 . _— Service quality
+
o T T T 1
Advisor-Client # Investment advice
Areas of Agreement
Advisors Overestimates
Firm reputation 4 *

-20 -~
~ Advisor relationship

0 25 50 75 100
Importance Level [% of Cliznts indicating "Very important’]

Source: Capgemini Analysis, 200%
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Reasons for Client Retention as viewed by Clients and Advisors

( Group Agreeing in percentage)

Reasons Clients Advisors Gap
Service quality 88% 87% 1%
Online access and 66% 32% 34%
Capabilities

Statement and 63% 39% 24%
reporting quality

Risk Management & 73% 54% 19%
Due diligence

Fee structure 48% 30% 18%
Relationship 73% 92% -19%
Firmds r epulb9% 76% -17%

(Capgemini & Merill Lynch ,World wealth Report 2009)
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Strategic Levers of Client Attrition in 2008

Desired products/ investrnent
30 _,.-f"/ options
Transaction/ —___ . L ] nat available Strategic
managemeant fees Attrition Levers
L 4 _
Want to directly = f’
20 — of
hic/her o aeeets Not satisfied with __ Not satisfied Advisor-Client
staterment and reporting with investment Areas of Agreament
Gap quality performance
Between
Advisor and ;
Client 10— # Personal . — Lusﬁgftmslt a:;!lnr
confidence in Advisor
[Percentage # Administrative
Foints] Loss of trust andfor
& Want to work with fewer firms f,,.-f"" confidance in firm
»
0 1 1 1 1
# Want to work with more firms
-0 —
0 25 50 75 100

Importance Level (% of Clients indicating Very important’]

Source: Capgemini Analysis, 2009



F P ’ INDIA

FINANCIAL PLANNING STANDARDS BOARD INDIA

Reasons for Client Attrition as viewed by Clients and Advisors

( Group Agreeing in percentage)

Reasons Clients Advisors Gap
Statement and reporting quality 49% 26% 23%
Availability of 55% 27% 28%
product/Investment options

Transaction/management Fee 48% 21% 27%

(Capgemini & Merill Lynch ,World wealth Report 2009)
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Advisor Sentiment toward Importance of Tools for Client Service

(% of Advisor Respondents]

100 -
79.3%
80 - 72.6%
&68.9%
40 - 34.1 109 59.4%
pct pt
% of pct pt 32.0
thsg_nnil_ents © 45.2% £1.7% . pct pt 32.0
ndizating - . t ot
Importance Petp
27.4%
20
0
Staternent CRHM Online access Client Website/
Reporting to Informatian Fortal

Source: Capgemini Analysis, 2007

and Services

Advisors who Misunderstand Attrition Drivers

. Advisors who Understand Attrition Drivers
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When selecting an investment from a provider, such as a fund manager, which of the following criteria
were/will be most important to you?

Aggregate response from all participants

Past performance

Reputation of provider

Performance fees

Financial stability of provider

Quality and ransparency of imestor information
Size of provider

Quality of management of provider

Provider's country of origin

Stability of managment at provider




FP’B INDIA

FINANCIAL PLANNING STANDARDS BOARD IND!

The cost Distribution of an average Wealth
Manager

[ Front ohice siat

B Ctrer inbemal sl f personred
IT systerns and processss

B Froperty and faciHes
Cirwr

[ Saks ard markaing acivbe
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VVIZ AKRINES

STRENGTHS
AEstablished Relationships with
existing Clientele
AFundamental Knowledge about
the present Market & Products
AEstablished practice as an Adviso

SWOT Analysis of an
Independent Financial
Advisor (IFA)

OPPORTUNITIES
Almplicit Recognitiorof the
Advisoryby the Regulators

AGrowingdemandfor comprehensive
needbasedsolutionsunderasingle
roof

APublicRecognition

THREATS
AGrowing Complexity of
Financial Products

ACompetition
AManaging Customer Loyalty
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Which orbit do you think today your
Financial Advisory service belongs to?

Defining and achieving lifestyle goals:
* Cashflow management

* Risk management

* Debt management

« Tax management

* Superannuation strategies

* Gearing strategies

* Social security strategies

« Estate planning

Strategy

» Asset allocation

74 * Portfolio construction

* Debt structure

Structure

A
* Which investments?

* Which insurance?

* Which loan?

Wealth. Lifestyle. Goals. Aspirations.

Product

25+ 30+ . )
Advice Continuum
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In an average month, what proportion of time do
you, as CRM, spend on the following activities ?

[ contact with swisting cliris

W Marksting ard prospeeciing
Edminiziraion and smor resokdon

B Forfclc maragemsn
Compliree

B \nvsstmient research and analysis

Traiirg
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Which of the following best describes your business
model, now and in two years' time ?

Advice-ked modal =3
fily open anrdrischare an
Eithi producer and a4
a8
_—
i1

diErbutor modeis

Frimarily
proclucar-led modsd

Frirmiar by
diriEotor-ked modsd

i 10 L =0 40 &0 an

o In two years
e
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How Important do you, as business head, rate the following
product/Service offerings in terms of serving your clients
over the next two years ?

T @
esiate planning
Tt ard
fiduolany serdces
M IMsstmenis

Hedoa funds and
stuohred produsis

Family otios
Eusiminabl i
inhessm ais
Fhilantropy
Eharah [T 13
Aht e =
£0 -0 -0 L=} 20 a0 B2 =] 100
 of porlkiparts
B vsnpunimporiart . [ Unimportam Imparam B ary importanmt

&
I -
=
D
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Wealth Management



