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Background to the PwC 2007 Survey

The survey captures the views of all
senior management including Chief
Executives, Heads of Business,
Finance Directors and Risk Officers.
Furthermore, reflecting the growing
importance of systems and people
Issues to private banks and wealth
managers, we extended the survey
this year to include questions
completed by Chief Operating
Officers, HR Managers and
Relationship Managers.
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Background to the PwC 2007 Survey

Global

Survey responses were received from more than 265 organizations in 43 countries.

Brazil

Survey responses were received from participants representing more than 75% of the
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Background to the PwC 2007 Survey

How would you describe your organization?

Global Brazil

12%

59%

[0 Private Bank / Wealth Manager, forming part of a larger financial services group
with a similar brand name and some shared infrastructure

Bl Private Bank / Wealth Manager that is part of a larger financial services group with a
separate brand name and with a limited shared infrastructure with the parent

PricewaterhouseCoopers

10%

I Asset manager

B Others



The Wealth Pyramid (US$)

Ultra high net
worth individuals
> $50 million

Very high net worth individuals
$ 5 million — $ 50 million

High net worth individuals $1 million — $5 million

Wealthy $500,000 — $1 million

Affluent $100,000 — $500,000

Source: PricewaterhouseCoopers
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Key Survey Headlines
CEO’s Views

PricewaterhouseCoopers

Chief Executives (CEQOs) are
staggeringly optimistic about
growth.

~ The move to a more client-centric

approach continues and is driving

{ further professionalism of client
\ service. The ability of CEOs to
\ develop the brand, transform IT, and

to both attract and retain quality client
relationship managers (CRMSs) is

\ seen as the key critical success

factor.



Key Survey Headlines
Markets and clients

The realisation that client service
IS not just about products, but
about understanding clients’
needs, is changing the business
model.

‘Share of wallet’ is the new key
performance indicator as wealth
managers seek to become trusted
advisors and gain new clients.

PricewaterhouseCoopers




Key Survey Headlines
Systems and processes

PricewaterhouseCoopers

Chief Operating Officers (COOSs)
plan to increase information

"™ technology (IT) spending in order
. to transform systems and
"N processes.

With legacy systems impeding wealth
managers’ ability to achieve growth,
effort is being directed towards IT
efficiency, especially to support the
increased effectiveness of CRMs.
Improving risk management and
management information, as well as
enabling better client service and
reporting, are also high on the
agenda.

10



Key Survey Headlines
Profitability and performance metrics

Finance Directors (FDs) are
confidently looking forward to a
period of extremely profitable
growth, with increasing revenues
and high margins.

They are focusing on supporting
growth through increasing efficiency. e
But they face increasing costs and }
need to remain alert to the growing
significance of regulation and
corporate reporting.
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Key Survey Headlines
Human resources

PricewaterhouseCoopers

L./

Wealth managers must get serious
about human resources (HR).

The current client relationship
manager (CRM) model is under
severe strain and needs re-
engineering. Talent management
must be on the main board’s agenda.
Retaining and recruiting new CRMs is
critical to success. Improving their
skills and capabilities is essential for
meeting clients’ needs.
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Key Survey Headlines
Client relationship managers

Unless wealth managers address
the shortage of client relationship
managers (CRMs) and improve
their skills and core competencies,
they will not achieve their growth
expectations.

CRMs are in short supply and often
insufficiently skilled. They recognise
that they have more to do if they are
to truly reach ‘trusted advisor’ status.
Understanding the client more fully,
as well as having an appreciation of
wider family issues, is critical.

PricewaterhouseCoopers
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Key Survey Headlines
Risk management and compliance

Risk officers are significantly
upgrading their risk management
frameworks and systems.

The regulatory impact of expanding
iInto new jurisdictions and introducing
new products is a real challenge.
Risk management is still not fully
embedded in wealth managers, nor is
It being monitored in outsourced
operations. Regulators are no longer
sympathetic, and fines or sanctions
can be increasingly serious.

PricewaterhouseCoopers 14



Joao Santos
(Brazil Private Banking/ Wealth Management Leader)

Survey Data Results

Global versus Brazil

PricewaterhouseCoopers



CEQO'’s Views

Over the next 3 years, do you believe your wealth management operation will prosper,
decline or stay the same?

Global Brazil

Stay the

sa(r)ne Stay the
3% same
11%

Prosper

Prosper
89%

97%

PricewaterhouseCoopers 16



CEQO’s Views

What is the expected growth for the Private Banking market over the next 3 years?

%

Global 30
Asia Pacifc 34
EMEA 28
Americas 30
Brazil 24

PricewaterhouseCoopers



CEQO’s Views

What do you expect the annual percentage of revenue growth to be in your
business in 3 years’ time?

%

Global 26
Asia Pacifc 37
EMEA 22
Americas 30
Brazil 31

PricewaterhouseCoopers



CEQO’s Views

How will the growth in your organization’s net AuM primarily be achieved?

Global Brazil

Acquisition of competitor 44 33

Merges, acquisitions or
jontvercures | I -

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

Sum of Weighted Ranked Responses in terms of Percentage
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CEQO’s Views

How does your organization’s currently differential itself?

Global Brazil
97 _ Personal relationships 89
97 _ Quiality of professional advice 100

Provision of comprehensive,

planning approach for clients

44 _ Knowledge of local markets 67
40 _ Best-in-class products 22

100 80 60 40 20 0 20 40 60 80 100

% Sum of Weighted Ranked Responses in terms of Percentage %
PricewaterhouseCoopers 20

o



CEQO’s Views

What is your current and project brand position

Global Brazil
(i.e. who we are?)
10 11

27

Diferentiation - 12

47 (i.e. why us?) 34

- Now

- In 3 years

i ?
(i.e. what do we do?) 11

: |l
Emotional power

27 (i.e. why no one else but us?) 44

100 80 60 40 20

o
o

20 40 60 80 100

PricewaterhouseCoopers 21



CEQO’s Views

What do you think will be the top most pressing business issues in 3 years' time?

100

71

Global

25

36

32

w
N

100 80 60
%

PricewaterhouseCoopers

40 20

o

Sum of Weighted Ranked Responses in terms of Percentage

Brazil

Acquisition and retention
of clients

Acquisition and retention
of key staff

Development of product/
service range

Image and reputation/
brand value

Improving profitability

Entry into new markets

Need to offer third party products/
open product architecture

100
_ 75
_ 63
_ 38
_ 13
_ 13
_ 63
0 2IO 4IO 6IO 8IO 1CI)0
22



CEQO’s Views

In your opinion, what level of consolidation will there be in the Private Banking/Wealth
Management industry over the next 2 years?

Substantial consolidation

Some consolidation

Very little consolidation

PricewaterhouseCoopers

r—

I, o

67

33

P

0

I Global
Brazil

%

100

23



CEQO’s Views

How significant, if at all, are changes in regulation on your business?

Very significant 33
auite significant T -
33
K
Neither significant nor insignificant 33
Hl Global
T Brazil
E
Not very significant 0
0 20 40 60 80 100

%
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CEQO’s Views

Do you believe that the enhancements to regulations and compliance have enhanced
the Global Private Banking/Wealth Management industry?

Global Brazil No
11%

89%

PricewaterhouseCoopers 25



CEQO’s Views

Which of the following statements, if any, best describes your attitude towards
regulatory change?

Change will increase
costs to the business

Change affords greater
protection to customers

0 20 40 60 80 100

%

PricewaterhouseCoopers 26



CEQO’s Views

In your opinion, has the industry in your territory been impacted positively or negatively
by Government legislation over the last 3 years?

™t

Very positive impact 0
positive impact T :
ositive impac 33
hor ot [
Neither positive nor negative impact 56
Negative impact _22 Il Global
H Brazil
Very negative impact I02
0 20 40 60 80 100

%
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CEQO’s Views

How confident are you, if at all, that you have an appropriate risk framework in place?

Very confident

—

22

59
ouite configert TR

Neither/nor

4
Not very confident .

56
.
22 I Global
i Brazil
0 40 60 80 100

PricewaterhouseCoopers
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Markets and Clients

What is the average conversion time for your wealth segments?

Global Brazil
100% -
100% -
15 15
80% A 40 80% 14 37 13 o
30
40 44
60% - 40 60% -
50
40% 4 | 80 40 40% - - 56
60 35 63
20% A 40 20% - 44
10 o5
15 10 11
0% . T T T 1 0% . T T T 1
Affluent Wealthy High Net Very High  Ultra HNWI Affluent Wealthy High Net Very High  Ultra HNWI
Worth Net Worth Worth Net Worth
Individual Individual Individual Individual
|:| Upto3months [ 3-6 months P 6-12 months Over a year I DortKnow
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Markets and Clients

Is your organization predominantly a producer or distributor of products,
now, our in 3 years time?

Global Brazil
18 ) o 22
N Predominant Distributor I
21 o 11
1o I Mostly Distributor - N
41 . 33
« I Veoton O > o o
] | B n 3years
7 0
oHE  MOSPIOdUCST e -
13 _ 33
7 q Predominant Producer _ 1
60 40 20 0 0 20 40 60

% %
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Markets and Clients

What segmentation criteria does your organization currently use?

100

51

Global

|

100 80 60

PricewaterhouseCoopers

N
o
N
o
o

Current assets
(wealth bands)

Potential assets

Geography

Profitability by client

Client attitude to
risk/investment profile

Investment style

Brazil

67

56

33

44

100

89

20

Sum of Weighted Ranked Responses in terms of Percentage

40 60 80
%

100
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Markets and Clients

What percentage of your organization's existing clients' investable wealth would you
expect to hold now and in 3 years time?

Global Brazil
1> —— [
1 1-20% 11
43 I I 56
21 21-40% 12
N . D s
37 41-60% 33
4 ] B Now
o g 61-80% 0 Three Years
32 22
5 o |0
9 81-100% 29
50 40 30 20 10 0 0 20 40 60 80 100

% %

PricewaterhouseCoopers 32



Systems and Processes

How will your organization respond to business volume change?

Reviewing operational processes 90

Automating processes, moving processes back _ 67

into core banking systems 80

Adopting e-Platforms to allow clients to _ 49

service themselves 60

. I
Creating regional hubs or centres of excellence

60
I Global

Providing remote access technology for CRMs || I /6 B Brazil

to improve effectiveness 40

Outsourcing non-core services 30

0 20 40 60 80 100
%
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Systems and Processes

Has investment in systems led to greater efficiencies and cost savings for your

organization?

improved efficiencies and cost
savings

Yes, it has slightly improved
efficiencies and cost savings

No, it has not at all improved
efficiencies and cost savings

n/a - no investment
has been made

PricewaterhouseCoopers

SR

10

I >
5

40

0

I Global
Brazil

40 50 60
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Systems and Processes

What are your organization’s current key IT priorities?

Reviewing improving clicn | — 2

relationships management systems 80

Reviewing core banking systems or || NRNRNRNRRGEEEGEEGEEEE 33

specific product modules 70

Reviewing IT architecture and aligning || R 46

IT strategy to business plans 70

- - o T :o
Improving performance tracking metrics 60 B Global

i Brazil

Increasing straight through processing | ERNRNREREGGGGGGEGGNGEGEGGEEEEEEEEEEEE £ 7

for trade execution and booking 60

Adopting e-Platforms to allow clients to [ NN 30

service themselves 30

0 20 40 60 80 100
%
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Systems and Processes

Does your organization currently offer Does your organization plan to offer those
aggregated client account statements? statements in 3 years?

No
11%

No
44%

Yes
56%

89%

Global = Braazil

PricewaterhouseCoopers 36



Profitability and Performance Metrics

Is the current focus of your organization more on
cost reduction or increasing revenues

Global Brazil

Cost reduction
1

2
6 22

Increasing revenues 15 4 12

60 40 20 v 20 40

PricewaterhouseCoopers

60
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Profitability and Performance Metrics

What are the current areas of concern in controlling your organisation’s

cost base?
Global Brazil

Base salaries 100 67

new systems

Regulatory compliance [ R >’ 33
rancotion miorocore T
back-office infrastructure

Increase of overheads
due to business growth

Market entry strategies _ 28 44

100

80 100 0 20 40 60 80
% %

o
N
o
B
o
(o2}
o

. Sum of Weighted Ranked Responses in terms of Percentage
PricewaterhouseCoopers

100
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Profitability and Performance Metrics

In what areas does your finance team need the greatest additional training?

Global Brazil
— —E
24

12 International legislation

54 Regulatory changes

N ‘
|-

60 40 20 20 40 60
% %

o
o
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Human Resources

HR has the information available to effectively contribute to management decision
making in the organization.

|

Strongly agree 28
gly ag 62
Siich I -
[ agree
gnhtly ag 38
Global
Neither/ Nor | RNRMEMMN ¢ M Glob
0 Brazil
Slightly disagree -8
0
0 10 20 30 40 50 60 70

%
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Human Resources

The HR function is able to demonstrate return on investment for all people-related

activities

Strongly agree

Slightly agree

Neither/ Nor

Slightly disagree

Strongly disagree

PricewaterhouseCoopers

25

38

38
P, W Giosa
0 Brazil
- E
0
0 5 10 15 20 25 30 35 40

%

41



Human Resources

Expected increase of CRMs over the next two years.

PricewaterhouseCoopers

Global
Asia Pacific
EMEA

The Americas

Brazil

32%
57%
25%
17%
22%

Source: PricewaterhouseCoopers
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Human Resources

Where you plan to recruit CRMs from.

Global

Poaching of individuals
from other banks

100

Existing bank officers

50
from other areas

Poaching teams from
different banks

New graduates with wealth _ 41
management qualifications

Recruitment of CRMs from other 5
geographical regions abroad - 6

Those with no wealth 9
management qualifications
0

20 40 60 80 100
%

PricewaterhouseCoopers

Brazil

100
100
44
44
11
11
2IO 4IO 6IO 8IO 1(I)0

%

Sum of Weighted Ranked Responses in terms of Percentage
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Client Relationship Managers

Select the three main ways you intend to increase this share of wallet

——

Strategic effort on key clients 86
- . by
Achieving trusted advisor status 43
- cos T 5
Offering new products and services 43
. - e
Hiring CRMs of higher calibre 57
Il Global
Improvements on | 31 prel
investment performance 14
- . - px
Delivery of open architecture 14
0 20 40 60 80 100

%
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Client Relationship Managers

Do you believe the product/service range at
your organisation is wide enough to meet all
of your clients’ needs?

Global

No
38%

Yes
62%

Brazil

No
33%

Yes
67%

PricewaterhouseCoopers

Do you plan to increase the range of
products and services offered by your
organization over the next 3 years?

No
8%

Global

Yes
92%

Brazil No
11%

Yes
89% 45



Client Relationship Managers

Does your organization have a defined retention process to monitor/maintain valued
clients that are currently at risk of leaving?

Global Brazil

No

44%
No

50% Yes
56%

Yes
50%

PricewaterhouseCoopers
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Client Relationship Managers

In your opinion, what are the areas of improvement of your CRMs?

Understanding of tax issues — 39

67
Understanding of regulatory changes I 0 44
Product knowledge TR 25
33
- e T -
Client handling skills 7 ° Il Global
Brazil
Understanding of strategy of [ RN 1°
the organization 22
e T 12
Social skills 29
0 10 20 30 40 50 60 70 80
%
PricewaterhouseCoopers
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Client Relationship Managers

In what areas have you received the most training?
Global Brazil

Own product training 100

|

Financial markets update

(2}
©

Anti-Money Laundering &
Know Your Client policies

[e)]
[e¢]

A
o

Softer skills including client handling

50

S
\l

Taxation and legislative updates

Regulatory updates 67

N
w

w
~

Third party product training 50

Il

Strategy update 50

83

100

83

100

60 80 100 0 20 40 60 80
% %
PricewaterhouseCoopers Sum of Weighted Ranked Responses in terms of Percentage

o
)
o
N
o

100
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Risk Management and Compliance

What is your approach now and planed in 3 years’ time?

Approach Now

2

15 I
1

1

33

2s

22

+ I

33

100 80 60 40 20 0

%

PricewaterhouseCoopers

Focus on stakeholder value and
integrated risk and value management
focussing on linking performance and

capital efficiency

CEO sponsors and promotes enterprise
risk management program

Risk quantification (Value at risk) and
alignment to objectives

Loss Prevention and governance
reporting

Il Global Brazil

Approach in 3 years

—

67
B
0
I
33
R
0
0 2IO 4IO 6IO 8IO I

100
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Risk Management and Compliance

Which of the following are the key risks that will be addressed by your risk
management procedures in 3 years' time?

Global Brazil
laundering and KYC)

Mis-selling/inappropriate
. . 80 33
advice/mandate breaches/complaints
7 risk & technology advances || I,
0

55

Operational processing errors (e.g.

transaction/custody errors) 89

|

20 40 60 80 100 20 40 60 80 100
% %

o
o

Sum of Weighted Ranked Responses in terms of Percentage
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Risk Management and Compliance

Do your outsourced providers have adequate risk management frameworks in place?

Global Brazil

Yes
13%

N/A
28%

Yes
38%

N/A
49%

Don't Know
38%

Don't No
Know 4%
30%

PricewaterhouseCoopers
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Risk Management and Compliance

Do you periodically undertake an assessment of your outsourced providers’ risk
management frameworks?

Global Brazil

No
40%

Yes
60%

PricewaterhouseCoopers
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Contacts

PricewaterhouseCoopers Private Banking/Wealth Management network contacts

To discuss our Private Banking/Wealth Management services and capabilities, please
visit our website:

Www.pwc.com/wealth
www.pwc.com/br

Or contact:
Joao Santos

joao.santos@br.pwc.com
+55 11 3674 2224

PricewaterhouseCoopers
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About PricewaterhouseCoopers

PricewaterhouseCoopers (www.pwc.com) provides industry-focused assurance, tax
and advisory services to build public trust and enhance value for its clients and their
stakeholders. More than 146,000 people in 150 countries across our network share
their thinking, experience and solutions to develop fresh perspectives and practical
advice.

PricewaterhouseCoopers has a global network of experts dedicated to private
banking/wealth management. We are highly committed to the sector as demonstrated
by the continued investment in thought leadership and in-depth research activities,
which allow us to remain up to date in fully understanding the issues impacting the
industry. Through our insight, understanding and involvement in current and future
trend analysis we work with wealth managers to help them address the challenges
facing their businesses and provide them with innovative solutions.

PricewaterhouseCoopers o4



About PricewaterhouseCoopers

Audit & assurance
services

Enterprise-wide
risk management
services

Source: PricewaterhouseCoopers

PricewaterhouseCoopers services to wealth managers

Tax strategy, Performance Corporate finance, IT controls,
compliance, improvement & transaction support security reviews
product operational & post-merger & advice
structuring & effectiveness integration services
formation of Trusts consulting

Regulatory Know Your Client Strategic advice CRM training &
compliance & & Anti-Money to corporates & talent management
reporting Laundering advice offshore centres

Specialist industry knowledge from PricewaterhouseCoopers
Global Wealth Management network

HR services

Market & client
segmentation
analysis

PricewaterhouseCoopers
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