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- The Future of Advice: Top Five
Themes from Tiburon Client
Project Requests

10.04.14 — Tiburon CEO Summit XVIII © Tiburon Strategic Advisors, LLC™ 1




Tiburon Strategic Advisors

Tiburon Strategic Advisors

* Focus on corporate-level strategy

- Serve senior executives only at financial services companies

- Key services: strategy consulting, market research, & market
seminars

- Served over 300 corporate clients and completed ove  r 1,200
projects since 1998

- Publish series of 62 off-the-shelf research reports ($5K each;
$25K for access to all reports for all employees fo  r a year)

- Host semi-annual Tiburon CEO Summits

» Chip Roame background
- McKinsey & Company
- The Charles Schwab Corporation
- Tiburon since 1998 (12 years)

Source: Tiburon Research & Analysis
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Tiburon CEO Summits - Vision

Tiburon CEO Summits
Vision

“The financial services industry lacks a CEO level
conference that runs across traditional industry
lines. | have come to realize that CEOs from
many segments are dealing with the same issues
from different perspectives... | have benefited
greatly from hearing these perspectives and
Tiburon’s clients would as well. My vision is
probably most like Allen & Company’s Media
Summit, as | envision all CEOs attendees from
across the financial services industry;

Source: Tiburon Research & Analysis
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Tiburon CEO Summit XVII (Last October in San Franci  sco, CA) —
Guest Speakers

Tiburon CEO Summit XVII
Guest Speakers
(October 2009 * Ritz Carlton Hotel * San Francisco, CA)

» Jon Baum (The » Deena Katz * Andrew Rudd
Dreyfus Corporation) (Evensky & Katz) (Advisor Software)

« John Calamos » Pete Kight (Fiserv) * Chuck Schwab (The
(Calamos Asset Charles Schwab
Management) » Steve Lockshin Corporation)

(Convergent Wealth

» Ken Fisher (Fisher Advisors) » Steve Wallman

Investments) (Foliofn)

* Fred Jonske (M « Jim Weddle (Edward
Financial Group) Jones & Company)

Source: Tiburon Research & Analysis
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Tiburon CEO Summits — Overall Satisfaction

Tiburon CEO Summits
Overall Satisfaction
(1-10; 10 = High)

Xl

Source: Tiburon Research & Analysis
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Tiburon CEO Summits - Guest Speakers Feedback Scores

Tiburon CEO Summits
General Session Speakers Feedback Scores

Chip Roame (XII)

Pete Kight (XVII)

Don Phillips (XI1I)

Chip Roame (XIII)
Chip Roame (XI)

Chip Roame (XV)

Steve Lockshin (XII)

Bill Hambrecht (XV)

Chip Roame XVI)

Ken Fisher (XVI)

Source: Tiburon Research & Analysis
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Tiburon CEO Summit XVIII - Sponsors

Tiburon CEO Summit XVIII
Sponsors

Source: Tiburon Research & Analysis
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Tiburon CEO Summit XVIII - Media Sponsors

Tiburon CEO Summit XVIII
Media Sponsors

Source: Tiburon Research & Analysis
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Tiburon CEO Summit XVIII - Media Strategy (White Hou se Briefing
Room)

Tiburon CEO Summit XVIII
Media Strategy

Source: Tiburon Research & Analysis
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Tiburon CEO Summit XVIII - Guest Speakers

 Ed Bernard (T. Rowe
Price Group)

» Abby Cohen
(Goldman Sachs
Group)

e Steve Forbes
(Forbes Media)

Source: Tiburon Research & Analysis

Tiburon CEO Summit XVIII
Guest Speakers

e Jim McCool (The
Charles Schwab
Corporation)

« Jonathan Steinberg
(Wisdom Tree)

» David Tittsworth
(Investment Adviser
Association)

e Fred Tomczyk (TD
Ameritrade)

10.04.14 — Tiburon CEO Summit XVIII
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Tiburon CEO Summit XVIII — Guest Speakers & Other Se  ssions
(Page 1)

Tiburon CEO Summit XVIII
Guest Speakers & Other Sessions

Chip Roame
(Tiburon)

Steve Forbes
(Forbes Media)

Fred Tomczyk
(TD Ameritrade)

* Welcome, Brief
Introductions, & Agenda
Highlights

e The Future of Advice: Top
Five Themes from Tiburon
Client Project Requests

» CEO of Forbes Media since
1990
- Campaigned for the
Republican nomination
for US presidency (twice)
* Formerly
- Chairman of the Board of
International
Broadcasting for Radio
Free Europe & Radio
Liberty
» Topics
- Operating a
multinational media
corporation
New regulatory regime
Cornerstones of success

» CEO of TD Ameritrade since
2008
* Formerly
- TD Bank Financial Group
- Canada Trust
- London Life
» Topics
- Long-term growth in
difficult economic &
market environments
Mergers & acquisitions
learnings and
opportunities

Source: Tiburon Research & Analysis
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Tiburon CEO Summit XVIII — Guest Speakers & Other Se  ssions
(Page 2)

Tiburon CEO Summit XVIII
Guest Speakers & Other Sessions

Abby Cohen
(Goldman Sachs Group)

Break-Out Sessions

Jim McCool
(Charles Schwab)

* President of Goldman Sachs
Global Markets Institute
* Also
- Presidential Councillor,
Cornell University
- Board of Directors,
Brookings Institution
- Investment Committee,
Major League Baseball
» Topics
- Future of investing
- Recent financial services
industry events
New regulations

Incorporating Alternative
Investments in Fee-based
Platforms (Ron Cordes)
50,000 Clients Can’'t Be
Wrong (Julie Littlechild)
Updating Modern Portfolio
Theory & Static Asset
Allocation (Kirk Michie)
Differentiated Wealth
Management Experience
(Dennis Clark)

Growth of Personal
Financial Management on
the Web Technology (Neal
Ringquist)

Executive Vice President of
The Charles Schwab
Corporation since 2006
Formerly
- The Hampton Company
Topics
- Independent financial
advisors a& retirement
plans
- Changing landscape for
financial advisors
- New challenges in the
401K industry
- Shifts in products &
client focus

Source: Tiburon Research & Analysis
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Tiburon CEO Summit XVIII — Guest Speakers & Other Se  ssions
(Page 3)

Tiburon CEO Summit XVIII
Guest Speakers & Other Sessions

Jonathan Steinberg

(Wisdom Tree) Ask the Stock Analysts Group Dinner

* CEO of Wisdom Tree * Facilitator: » Delmonico’s
Investments since 2004 - Liz Nesvold (Silver Lane - Amazing event... 100+
» Formerly Advisors) attendee expected
- CEOQO, Individual Investor  Panelists: - 6:15-7:15 cocktails
Group - Gerard Cassidy (RBC followed by dinner
- Editor-in-Chief, Capital Markets) (tbc)
Individual Investor & Jeff Davis (Guggenheim
Ticker Magazines Partners)
- The Bear Stearns Jefferson Harralson
Companies (Keefe, Bruyette, &
e Topics Woods) (tbc)
- Exchange traded funds Rich Repetto (Sandler,
experience & future O’Neil, & Company)
* Objective:
- Industry trends
- Winners

Source: Tiburon Research & Analysis
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Tiburon CEO Summit XVIII — Guest Speakers & Other Se  ssions
(Page 4)

Tiburon CEO Summit XVIII
Guest Speakers & Other Sessions

Day One Recap &
Day Two Kick-Off

Ed Bernard
(T. Rowe Price Group)

David Tittsworth
(Investment Adviser
Association)

Tiburon Strategic
Advisors

Tiburon CEO Summits
Day #1 Recap
Tiburon Q&A

Day #2 Kick-Off

* Vice Chairman of T. Rowe
Price Group since 2006
» Also
- Chairman, Board of
Governors,
Investment Company
Institute
» Topics
- Competing in the new
economy
- Maintaining a client
focus
- Simplified product
offerings

» Executive Director of
Investment Adviser
Association since 1996

» Formerly

- Counsel, US House
Committees & Sub-
Committees

- Partner, Chambers,
Conlon, & Hartwell

» Topics

- Pillars of US
regulatory reform

- Next steps under
consideration by
regulators

Source: Tiburon Research & Analysis
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Tiburon CEO Summit XVIII — Guest Speakers & Other Se  ssions

(Page 5)

Tiburon CEO Summit XVIII
Guest Speakers & Other Sessions

Formal
CEO Summit Closing

Ask the Reporters

Ask the Consumers

Formal closing

Tiburon CEO Summit XIX
reminder

Feedback forms!
Welcome to media
representatives

» Facilitator:

- Jeff Dunham (Dunham

& Associates)
» Panelists:

- Ruthie Ackerman
(American Banker)
Shelly Banjo (Wall
Street Journal)

Jan Brandstrader
(Barron’s) (tbc)
Alexandra Zendrian
(Forbes) (tbc)

* Objective:

- Industry trends

- Help needed from
industry executives

» Facilitator:
- Chip Roame
» Panelists:

- Mark A.

- Matt S.

- David T.

- Bill W.

* Objective:

- Positive & negative
financial services
experiences

- A sense of the real
world (especially over
time)

Source: Tiburon Research & Analysis
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Tiburon CEO Summit XVIII - Attendee Criteria

Tiburon CEO Summit XVIII
Attendee Criteria

Sorry it Was Not This...

How You Really Got Here

Charm

Good looks

Superior intellect or wit
Etc...

Although those may all be true

Seniority Criteria

- C Level

- EVP

- Business Head (Sometimes MDs &
SVPs)

Tiburon Client Criteria
* Client

e Cousin Plan

* Uncle Plan

Source: Tiburon Research & Analysis
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Tiburon CEO Summits — Client Attendees

Tiburon CEO Summits
Client Attendees
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Source: Tiburon Research & Analysis
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Tiburon CEO Summits Client Attendees — By Prior CEO Summit
Attendance

Tiburon CEO Summits Client Attendees
By Prior CEO Summit Attendance

Repeat
Attendees

First Time
Attendees

Source: Tiburon Research & Analysis
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Tiburon CEO Summit XVIII — Past & Future Speakers At tending

Tiburon CEO Summit XVIII
Past & Future Speakers Attending

« Jon Baum (XVII) Harold Evensky (XIX) < Michael Sapir (IX)
e Jud Bergman (XVI) Deena Katz (XVII) e Paul Schaeffer (VI)
 Joe Deitch (XIV) Keith Mitchell (VI)  Allen Thorpe (XX)

o Jeffrey Dunham (XVI) Scott Powers (XVI) « Steve Wallman (XVII)

Source: Tiburon Research & Analysis

10.04.14 — Tiburon CEO Summit XVIII © Tiburon Strategic Advisors, LLC™ 19




Outline

. Tiburon CEO Summit XVIII
Welcome, Brief Introductions, &
Agenda Highlights

- The Future of Advice: Top Five
Themes from Tiburon Client
Project Requests
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Tiburon Strategic Advisors - Big Five Themes

Tiburon Strategic Advisors
Big Five Themes

Significant Consumer (Investor)
Changes

New Regulatory Regime
Accelerating Product & Channel Shifts
Return to Tactical Basics

Abundant Financial Services
Investment Opportunities

Source: Tiburon Research & Analysis
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Theme #1: Significant Consumer (Investor) Changes (

Significant Consumer (Investor) Changes
Issues

$11.5 Trillion of Net Worth Lost in 2008; $2.7
Trillion Regained in 2009

Investable Assets Back Up Substantially

But Not Real Estate Values for Many — Have
You Been to Las Vegas Lately?

Numbers of Affluent Investors Down
(Measured Any Way You Want)

Consumers Have Retirement Concerns

Baby Boomers Were Already Grossly
Unprepared

About 25% Furthered Delayed Retirements

Source: Tiburon Research & Analysis
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Theme #1: Significant Consumer (Investor) Changes (

Significant Consumer (Investor) Changes
Issues

Consumers are Angry
“Bad Guy” Not as Clear as One Would Hope

Less Trust of Institutions But Also of Small Firms (Al
the Next Madoff?)

Seek More Involvement & Transparency
Looking for Alternatives to How they Did it Before
Little Understanding of “the Fiduciary Issue”
More Conservative & Risk Adverse Attitudes
Reigning in Spending & Deleveraging
Increased Savings Rate
Lots of Cash on the Sidelines
Stable Value Funds Take Lead in Retirement Plans

Higher Value on Liquidity

Source: Tiburon Research & Analysis
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Consumer Household Net Worth Fell $11.5 Trillion in 2008 to $51.5
Trillion Before Recovering Partially to $54.2 Trill ___ion in 2009

Consumer Households Net Worth
($ Trillions)

“ $63.0 $63.0

$58.0
54.2
$52.0 515
$46.0
$420 8410 go9, I

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Source: 3/15/10 Barron’s (Federal Reserve); 3/12/10 San Francisco Chronicle (Federal Reserve); 5/14/09 1st Global Presentation (Batman)(Pete Peterson
Foundation); 3/16/09 Wall Street Journal Web Site (Federal Reserve); 3/13/09 San Francisco Chronicle (Federal Reserve); 3/13/09 Wall Street Journal
(Federal Reserve); 2/4/09 TD Bank Financial Group Presentation (Drummond) (Federal Reserve); 2/09 Investment Advisor; Tiburon Research & Analysis
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Consumer Household Net Worth Increased to $54 Trill jon Due to an
Increase of $2 Trillion in Investable & Retirement Plan Assets

Consumer Household Net Worth
($ Trillions)

2007 Real Estate  Investable & 2008 Real Estate  Investable & 2009
Consumer Equity Loss Retirement Consumer Equity Gain Retirement Consumer
Household Plan Assets Household Plan Assets Household
Net Worth Loss Net Worth Gain Net Worth

Source: 4/8/10 Google Finance; 3/15/10 Barron’s (Federal Reserve); 3/12/10 San Francisco Chronicle (Federal Reserve); 5/14/09 1st Global Presentation
(Batman)(Pete Peterson Foundation); 4/09 Boomer Market Advisor (Center for Economic Research); 3/16/09 Wall Street Journal Web Site (Federal
Reserve); 3/13/09 San Francisco Chronicle (Federal Reserve); 3/13/09 Wall Street Journal (Federal Reserve); Tiburon Research & Analysis
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Consumer Households’ Equity in their Homes Fell to 3 8% in 2009,
the Lowest Level Since Records Have Been Kept

Consumer Household
Home Equity

80%

65% 67%
58% 99% 5794
50%
43%
I I 38%

1952 1966 1980 1994 2005 2006 2007 2008 2009

Source: 3/11/10 Federal Reserve Flow of Funds Report; 4/09 Boomer Market Advisor; 3/16/09 Wall Street Journal Web Site (Federal Reserve); 3/13/09 Wall
Street Journal (Federal Reserve); Tiburon Research & Analysis
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The Number of Consumer Households with Over $1.0 Mi  llion Net
Worth Dropped 27% in 2008 But Recovered to 7.8 Mill __ion in 2009

Consumer Households
With Net Worth of Greater than $1.0 Million
(Millions)

L

o0 92
8.4
7.5 7.8
.3 6.7
I | i i I

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Source: 3/10/10 American Banker (Spectrem Group); 3/9/10 Insurance Newscast (Spectrem); 5/21/09 Wall Street Journal; 5/14/09 1st Global Presentation
(Batman) (Spectrem); 3/16/09 Money Management Executive (Spectrem); 3/13/09 American Banker (Spectrem); 3/13/09 Financial Advisor (Spectrem);
3/12/08 Investment News (Spectrem); 2/18/02 Investment News (Spectrem); Tiburon Research & Analysis
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The US Personal Savings Rate Has Been Decreasing in  Recent Years, But Increased to 2.9% in
2008, 4.3% in 2009, and 6.0% in Early 2010, as Cons umers Have Become More Conservative

US Personal Savings Rate

8.0% 8.0% 8.0% 8.0% 8.0%

2.4% 2.4%
2.1%

0.2%
2005 2006 2007

1960 1964 1968 1972 1976 1980 1984 1988 1992 1996 2000 2001 2002 2003 2004 -0.4% 0.5% 2008 2009 2010
. -V. 0

-1.0%

Source: 2/11/10 Money Management Executive (Allianz); 3/9/09 Joyce Financial Management Email (Joyce); 2/10/09 Wall Street Journal (US Bureau of Economic
Analysis); 10/16/08 Fortune; 6/07 Fisher Investments Brochure (Thomson Financial); 2/1/2007 MSNBC Web Site; 1/26/05 New York Times (Federal
Reserve); 12/30/04 Wall Street Journal; 11/4/04 US Department of Commerce Web Site; 8/1/01 San Francisco Chronicle; Tiburon Research & Analysis

© Tiburon Strategic Advisors, LLC™
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Theme #1: Significant Consumer (Investor) Changes

Significant Consumer (Investor) Changes
Suggested Follow-Ups

Ask Abby Cohen About the Economy &
Markets

Ask Julie Littlechild About Consumer
(Investor) Survey Work

Attend Julie’s Break-Out Session at Lunch
Today (Consumer Satisfaction)

“Ask the Consumers” on the Panel Tomorrow
(You May be Surprised)

Refer Back to Ken Fisher’'s “Ask the Plaintiffs’
Lawyers” Panel From Last Fall

Ask Meir Statman Next Fall

Source: Tiburon Research & Analysis
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Theme #2: New Regulatory Regime (Page 1)

New Regulatory Regime
Issues

Health Care Reform
Financial Services Reform
Systemic Risk (Too Big to Fail)

Three-Tier Bank Regulation - >$50 Billion National
Banks to Fed; >$50 Billion National Banks to FDIC; &
< $50 Billion State Banks to OCC

Volcker Rule (Limit Banks in Market Making &
Proprietary Trading) -> Return of Glass-Steagall?

Consumer Financial Protection Agency (Headache for
Banks But BoA Breaks Ranks)

Reform of Credit Ratings Agencies
Derivatives Regulation

Private Fund Manager (PE/VC/HF) Regulation (>$100
Million)

Source: Tiburon Research & Analysis
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Theme #2: New Regulatory Regime (Page 2)

New Regulatory Regime
Issues

B/D & RIA Harmonization (Fiduciary Issue)
One Year Study... [Nothing Needs to be Said]
|AA Supports SEC, Says Do Not Weaken
Role of Non-Fiduciary Commission Salesman?

Others Not Supporting — FSI, Wirehouses,
Insurance Agents, Others?

And So Much More...

Department of Labor -> Retirement Plan Advice for
Fees or Third-Parties (Brokers & Insurance Agents
Out?)

National Insurance Regulation?

SEC Registration ($25 to $100 Million)?

Source: Tiburon Research & Analysis
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There Has Also Been Significant Skepticism Regardin g Giving More
Power to the Government...

Michael Steinhardt View

“When you look at the quality of the people
attracted to the Federal Reserve,

| do not want them to have any more power”

Michael Steinhardt
Tiburon CEO Summit XIV

Source: Tiburon Research & Analysis
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Theme #2: New Regulatory Regime

New Regulatory Regime
Suggested Follow-Ups

Ask Steve Forbes (After All, He Better Have
Had a Plan in 1996 & 2000!)

Ask David Tittsworth (Our Regulatory Minded
Speaker Tomorrow)

Ask Abby Cohen (Especially Global
Regulatory Impacts)

Ask Steve Wallman (Our Regulatory Minded
Speaker Last Fall; Here Today; Former SEC
Commissioner)

Ask Dale Brown in the Fall (Our Regulatory
Minded Speaker Next Time)

Source: Tiburon Research & Analysis
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Theme #3A: Accelerating Product Shifts (Page 1)

Accelerating Product Shifts
Issues

Mutual Funds: Dead or Alive?
52+ Straight Weeks of Positive Flows

But... Large Cap Active Managers as Well as
Chronic Underperformers in Trouble

Bonds & Bond Mutual Funds...
$409 Billion Net Flows in 2009
Temporary or the New Conservative?
Money Market Fund Challenges

Target Date Mutual Funds — “Experts” Say Failed;
Flows Say Something Else...

Blessed as Default Option Since 2006

Tiburon Believes Alive & Well

Source: Tiburon Research & Analysis
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Theme #3A: Accelerating Product Shifts (Page 2)

Accelerating Product Shifts
Issues

Indexing

Tiburon Predicts to Hit 25% of All AUM
ETFs — All Flavors to Take Share

Fastest Growing Product Segment

Chuck Schwab Called them “the Next Big Thing” Last F all
(Followed by the Schwab Announcement)

Big Deal & its Still in its Infancy (Only 6% of Mut  ual Funds)

Fidelity Investments Quick Follow Strategy was Impr  essive (No
Commission iShares)

ETF Wraps (Self-Made by RIAs & TAMP Programs)

Less Retirement Plan Success (So Far) (Lack of 12b1  Fees &
Record Keeping Challenges)

Actively Managed ETFs (Grail & the Stampede); Some
Investors May Wait for Track Records

ETFs... Both Pushing Active Managers to Deliver Better
Performance & Causing Costs to Go Lower

Source: Tiburon Research & Analysis
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Theme #3A: Accelerating Product Shifts (Page 3)

Accelerating Product Shifts
Issues

Non-Correlated Strategies (Hedge Funds)
Tiburon Predicts Another 25% of All AUM

Funds-of-Hedge Funds Plummeted
(Finally")

Liquidity to be Valued (40 Act Products);
Key is Hedge Fund Mutual Funds

Schwab Custody Fits — Yes or No?

Ability to Democratize Other Alternative
Investments (e.g., Venture Capital & Private
Equity)?

Source: Tiburon Research & Analysis
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Theme #3A: Accelerating Product Shifts (Page 4)

Accelerating Product Shifts
Issues

Guarantees (Power of Insurance Companies)

Huge Guaranteed Needs (in Mid-Market)
(Recall Jim Weddle Last Fall)

Variable Annuities Lost Momentum in 2008-
2009

Salesman Obama (& the DolL)

Opportunity is there for Annuity Companies’
to Lose (But Historically they Usually Do
Lose)

May Only Win Big if Solved in Large Plan
Market and/or if Mandated

Source: Tiburon Research & Analysis
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Mutual Funds Had a 52 Week Streak of Net Inflows, T  opping Out at
$54 Billion in Last Month

Mutual Funds Net Flows
($ Billions)

$54
$52
50 g48
| | | | | | |
Apr- May June July Aug Sep Oct Nov Dec Jan- Feb Mar
09 10

Source: 4/8/10 Investment Company Institute Web Site; Tiburon Research & Analysis
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Bond Mutual Funds Dominated Inflows in 2009, Taking in Over $400
Billion, While Money Market Funds Had Outflows of $ 300 Billion

Mutual Fund Net Flows
By Mutual Fund Type
($ Billions)

Bond Mutual
Funds

Equity Mutual
Funds

Money Market Funds

Source: 3/19/10 Wall Street Journal; 3/18/10 Wall Street Journal; Tiburon Research & Analysis

10.04.14 — Tiburon CEO Summit XVIII © Tiburon Strategic Advisors, LLC™ 39




Traditional Long-Only Active High-Fee Investing Str  ategies May Give Way to Investing in ETFs &
Low Cost Mutual Funds, Guaranteed Products, & Hedge Funds & Hedge Fund Like Products

Investment Product Trends

Indexed ETFs U e Hedge Funds

& Low Cost ,L_gt?vgé?l?lﬁ & Hedge Fund
Mutual Funds 9 Like Products

Fee Investing

Guaranteed
Products

Source: 1/26/10 Gemmer Asset Management Conversation (Gemmer); Tiburon Research & Analysis
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Exchange Traded Fund Assets Declined from $608 Bill  ion to $578
Billion in 2008 But Rebounded in 2009 to $782 Billi __on

Exchange Traded Fund Assets
($ Billions)

$782

$608 4578
$410
$300
$210
$80 $91 $100 $i° I

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Source: 2/22/10 Money Management Executive (Financial Research Corporation); 3/1/09 Research (National Stock Exchange); Tiburon Research & Analysis
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Hedge Fund Assets Fell to $1.3 Trillion in 2008 But  Recovered to
Surpass their 2007 High, Now at $1.9 Trillion

Hedge Fund Assets

@ ($ Trillions)

$1.7
$1.5
$1.3
$1.1
$0.9
$0.7
$0.6
$0.5 I I I

2001 2002 2003 2004 2005 2006 2007 2008 2009

Source: 3/8/10 Money Management Executive; 3/3/10 Money Management Executive; 4/15/09 Zebra Capital Management Presentation (Ibbotson) (HFR; Van
Hedge Fund Advisors; Morningstar); 10/14/08 Morningstar Presentation (Mansueto); 3/16/08 Money Management Executive (Invest Hedge); 2/28/09
Financial Times (Invest Hedge); 1/18/08 Hedge Fund Review (Hedge Fund Research); Tiburon Research & Analysis
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Theme #3A: Accelerating Product Shifts

Accelerating Product Shifts
Suggested Follow-Ups

Attend Kirk Michie’s Break-Out Session at Lunch Tod ay
(Modern Portfolio Theory; Wealth Family Behaviors)

Ask Jud Bergman & Bill Crager; Mike Gianoni (Fee-
Accounts Trend Broadly)

Ask Ed Bernard & Paul Schaeffer (Mutual Funds & ETF  S)
Ask Dennis Clark (Indexing)

Ask Jonathan Steinberg; Scott Powers, Tony Rochte, &
Jim Ross; Ed Bernard; Tom Lydon (ETFs)

Recall Steve Lockshin Last Fall (Hedge Funds)

Attend Ron Cordes’ Break-Out Session at Lunch Today
(Alternative Investments)

Ask Mark Yusko in the Fall (Hedge Funds)
Ask Chris Blunt & Tom Johnson; Doug Russell (Annuit ies)

Source: Tiburon Research & Analysis
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Theme #3B: Accelerating Channel Shifts (Page 1)

Accelerating Channel Shifts
Issues

Self-Serve
Concentrated Market
50 Firms But Five Have >80% of Everything
Low Margin Business (vis-a-vis Wirehouses)
~40 Basis Points
Huge Trade Volumes
TD Ameritrade — 370,000 Per Day!

Commissions Lowered - TD Ameritrade, E*Trade, & Scot  trade
Issue?

No Commission ETFs Introduced

Fidelity Investments — Very Impressive Deal
P&L Drivers

Advice, Cash Balanced, & the Like

E*Trade in Play or Not? (No Profits Since 2007 But... New CEO &
Reverse Stock Split)

Source: Tiburon Research & Analysis
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Theme #3B: Accelerating Channel Shifts (Page 2)

Accelerating Channel Shifts
Issues

Financial Advisors
Wirehouses Seem Stagnant (Both in Numbers & Strateg  y)
Four Firms & Three Models

Try (in Your Mind) to Nominate Someone for the
Challenging Conventional Wisdom Award from the
Wirehouses

Break-Away Brokers
History Still Far Overstated (90,000 x 3% = 2,700)

Some Big Dollar Wins at Schwab, Fidelity, TD Amerit  rade,
LPL, High Tower, Etc.

Perfect Storm?
Projections for ~$200 Billion Outflow in 2010
Increasingly Going to Existing RIA Firms?

Anyone Noticed Two Former Wirehouse CEOs Now Bettin ¢
on Break-Away Brokers?

Source: Tiburon Research & Analysis
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Theme #3B: Accelerating Channel Shifts (Page 3)

Accelerating Channel Shifts
Issues

Financial Advisors...
Independent Broker/Dealers
LPL Financial — Public Offering Soon?

But... Gunn Allen Blows Up, Insurance
Companies (ING, Pacific Life) Unbundle,
Regulatory Threats (1099s), Low Average
Account Sizes

Fee-Based Financial Advisors (RIAS)
Schwab Institutional Versus Schwab Retail

Many Specific RIA Segments — IAA; AITCO;
Multi & Single Family Offices

Source: Tiburon Research & Analysis
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Theme #3B: Accelerating Channel Shifts (Page 4)

Accelerating Channel Shifts
Issues

Institutional Markets

DC... Stable Value Funds, CMTFs, ETFs, In Plan
Guarantees, & Advice Offerings

DB... $2 Trillion Lost; Recall Ron Ryan’s Underfunded
Ratios Pitch Several CEO Summits Ago (~85% Now); As  set
Liability Matching

E&F... Tough 2008-2009 Due to Hedge Fund Bets; Model
Not Being Followed?

SWFs... Dubai; Greece...

International Markets
UK Learning — Annuities 75% By Age 75
ETFs Circling the World

International Distribution (Asia)

Source: Tiburon Research & Analysis
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Perspective is Required Regarding the Rush of Break  -Away
Brokers...

Financial Advisors By Propensity to Break Away

Break-Away
2%

Retain
98%

Source: Tiburon Research & Analysis
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A $200 Billion Move Would Boost the Independent Adv  isors Market
by 10%

Independent Channel Assets

@ ($ Trillions)

$0.2

Break-Away Brokers

Source: Tiburon Research & Analysis
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Traditional Full-Service Brokerage Firms & Banks ar
to Independent Advisors & Discount Brokers

e Losing Share

Investment & Wealth Management
Channel Trends

Traditional
Full-Service
Brokerage
Firms &
Banks

Independent
Advisors

Source: Tiburon Research & Analysis

Discount
Brokers
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Theme #3B: Accelerating Channel Shifts (Page 1)

Accelerating Channel Shifts
Suggested Follow-Ups

Attend Dennis Clark’s Break-Out Session at Lunch
Today (Broad Distribution Trends)

Attend Neal Ringquist’'s Break-Out Session at Lunch
Today (Online Self-Serve Tools)

Recall Pete Kight's Predictions from Last Fall

Ask Fred Tomczyk & Skip Schweiss (Discount Brokers,
Fee-Based Financial Advisors, Break-Away Brokers, &
Retirement Plans)

Ask Jim McCool (All the Same)

Ask Sanjiv Mirchandani & Gail Graham (All the Same
Again)

Ask Jud Bergman & Bill Crager; Ron Cordes
(Especially Break-Away Brokers and IBDs/RIAS)

Source: Tiburon Research & Analysis
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Theme #3B: Accelerating Channel Shifts (Page 2)

Accelerating Channel Shifts
Suggested Follow-Ups

Ask Stephen Langlois; Mitch Vigeveno (IBDs & Break-
Away Brokers)

Ask Mike Gianoni (Banks & More)

Ask Chris Blunt & Tom Johnson; Doug Sullivan (Insur ance
Agents)

Ask Dale Brown (IBDs) & Judy Barber (Family Offices ) in
the Fall

“Ask the Brokers” Panel in the Fall

Ask Harold Evensky & Deena Katz (Fee-Based Financia |
Advisor) & Scott Hanson (Independent Rep)

Ask Ron Carson (LPL #1) in the Fall
Ask Scott Powers (DB Plans)

Ask Mark Yusko in the Fall (Endowments & Foundation  s)

Source: Tiburon Research & Analysis
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Theme #4: Return to Tactical Basics (Page 1)

Return to Tactical Basics
Issues
FSI/FA Sales & Marketing (Client Service)

Retention #1; Lots of Underserved Clients; But
Really Moving?

Clients Aging = Consolidation
Client Referrals > 50%

Target Marketing Advantages — Referrals, Close
Rate, Cost to Serve

Newspapers & Magazines Giving Way to the
Web

Power of Social Media

Source: Tiburon Research & Analysis
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Theme #4: Return to Tactical Basics (Page 2)

Return to Tactical Basics
SSIES
FSI/FA Staffing & Compensation

325,000 Financial Services Industry Job
Losses

Compensation Rules for TARP Players

How About that Hedge Fund
Compensation?

Mid-Tier Fee-Based Financial Advisor Lift
Out & Organizational Models

Good Feet on the Street Still?

Employee Morale?

Source: Tiburon Research & Analysis
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Theme #4: Return to Tactical Basics (Page 3)

Return to Tactical Basics
Issues

FSI/FA Technology & Outsourcing

Rapidly Changing Technology - Financial
Planning with the Value of Human Capital

Envestnet Becoming Dominant Outsourcing
Solution

Genworth Financial, Fortigent, Dunham &
Associates, & Folio Institutional all with
Successful Niches

But Technology Also Allowing Firms to Capture
Economies Without Outsourcing

Morningstar Acquiring Rapidly to Dominate
the Rating of Everything

Source: Tiburon Research & Analysis
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One Financial Advisor Recognized the Importance of
Communications

Client

Financial Advisor
Comment on Client Communications

“We try to touch all clients 12 to
18 times per year”

Source: 1/26/10 Park Place Wealth Advisors Conversation (Gannett); Tiburon Research & Analysis
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Many Financial Advisors Have Even Built their Busin
Qutsourcing Models

esses Around

Fee-Based Financial Advisor
Outsourcing Comment

“We have outsourced everything

from research to compliance to
accounting”

— John Krambeer
Camden Capital

Source: 9/3/08 Camden Capital Conversation (Krambeer); Tiburon Research & Analysis
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Theme #4: Return to Tactical Basics

Return to Tactical Basics
Suggested Follow-Ups

FSI/FA Sales & Marketing
Attend Julie Littlechild’s Break-Out Session (Clien t Service
Ask Steve Forbes; David Smith; Rich Santos (Media)
“Ask the Reporters” Panel Tomorrow (Media)
Ask Rich Karlgaard in Fall (Media)

FSI/FA Staffing & Compensation
Recall Deena Katz Last Falll
Ask Harold Evensky Next Fall
Ask Mitch Vigeveno

FSI/FA Technology & Outsourcing

Attend Neal Ringquist’'s Break-Out Session at Lunch Today (Financial
Advisor Technology)

Ask Neal Ringquist; Steve Wallman & Greg Vigrass; J  ud Bergman & Bill
Crager

Source: Tiburon Research & Analysis
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Theme #5: Abundant Financial Services Investment Op  portunities
(Page 1)

Abundant Financial Services Investment Opportunitie
Issues

FSI M&A
Amazing FDIC Assisted Deals for Private Equity Fund

Bank of America — Merrill Lynch — So What Really
Happened?

JP Morgan — Bear Stearns, WaMu, & More Fill-Ins
Wells Fargo — Wachovia Corporation

Morgan Stanley — Smith Barney

Barclays — Lehman & Shopping Further (Diamond)

Bank of New York Mellon Buys PNC GIS (Blocks
Our NTRS)

PNC Re-Emphasizes Retail Banking with Nat City

Source: Tiburon Research & Analysis

10.04.14 — Tiburon CEO Summit XVIII © Tiburon Strategic Advisors, LLC™ 59




Theme #5: Abundant Financial Services Investment Op  portunities
(Page 2)

Abundant Financial Services Investment Opportunitie
Issues

FSI M&A
AIG Insurance Company Sales — Met Life
Insurance Companies Likely to Consolidate Further

Two of the Three Insurance Companies — ING & Pac Lif e —
Undid their IBD Acquisitions (AIG is the Keeper?)

Black Rock & iShares — Simply Wow!

Old Line Mutual Fund Companies -> Van Kampen to
Invesco; Columbia to Ameriprise Financial

No Deal for E*Trade Financial
TD Ameritrade Acquires Think or Swim & Wins Awards
Intuit — Mint.Com

Morningstar (Seems a New Deal Every Other Week)

Source: Tiburon Research & Analysis
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Theme #5: Abundant Financial Services Investment Op  portunities
(Page 3)

Abundant Financial Services Investment Opportunitie
Issues

FA M&A
RIAs & IBD Reps Aging

Significant Succession Planning Issue
Coming

Employee Economics Do Not Work for Big Firms

Fiduciary Network & Focus Financial Partners —
Select Big Wins

Boston Private Unwinding

Lift Outs — Steve Lockshin Last Fall

Source: Tiburon Research & Analysis
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Theme #5: Abundant Financial Services Investment Op  portunities
(Page 4)

Abundant Financial Services Investment Opportunitie
Issues

FSI Private Equity
Lack of Debt

FSI IPOs
Dai-ichi & Samsung Life (Watch Asia!)
Primerica
Financial Engines
Envestnet Asset Management
Internet Bank

LPL Financial???

Source: Tiburon Research & Analysis
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Retail Banks Will be the Most Aggressive Acquirers Because they
are the Largest Institutions...

Financial Institutions Market Capitalization
By Sector

Brokerage &
Investment
Management \
Firms
10%

Insurance
Companies
25%

%

Source: 4/7/10 Google Finance; 1/19/09 Bloomberg; 5/08 Merrill Lynch Presentation (Doe); 2/19/07 Barron’s; 5/02 Merrill Lynch Presentation (Doe); 11/22/99
John Hancock Presentation (Schmidt); 1/99 Bank Securities Journal; Tiburon Research & Analysis
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Five Financial Services Institutions Collectively R aised $22 Billion,
Showing that the IPO Market is Opening Up, Especial __ly in Asia!

Financial Services Institutions
Initial Public Offerings
($ Billions)

Dai-ichi Mutual
Life Insurance

Samsung Life
Insurance

Primerica

Financial Engine

Envestnet Asset
Management

Source: 4/11/10 Wall Street Journal; 3/31/10 American Banker; 3/26/10 Chicago Business Web Site; 3/20/10 Wall Street Journal; 3/19/10 San Francisco Business
Times; 3/16/10 San Francisco Business Times; Tiburon Research & Analysis
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Theme #5: Abundant Financial Services Investment Op  portunities

Abundant Financial Services Investment Opportunitie
Suggested Follow-Ups

Ask Fred Tomczyk (FSI M&A)

“Ask the Stock Analysts” this Afternoon

Ask Liz Nesvold (FA M&A)

Ask Jud Bergman & Bill Crager (FSI IPOs)
Ask Jeff Maggioncalda in the Fall (FSI IPOs)

Coming Soon... Tiburon Semi-Annual CEO
Summit Indexes

Source: Tiburon Research & Analysis
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Tiburon Strategic Advisors - Big Five Themes

Tiburon Strategic Advisors
Big Five Themes

Significant Consumer (Investor)
Changes

New Regulatory Regime
Accelerating Product & Channel Shifts
Return to Tactical Basics

Abundant Financial Services
Investment Opportunities

Source: Tiburon Research & Analysis
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Tiburon Strategic Advisors

Comments

» Focus on corporate-level strategy

- Serve senior executives only at financial
services companies

- Key services: market seminars, market
research, & strategy consulting

- Served over 300 corporate clients and
completed over 1,200 projects since 1998

- Host semi-annual CEO Summits, offer free
weekly research releases, and offer free
business benchmarking tools for all types of
advisors

e Chip Roame background
- McKinsey & Company
- Charles Schwab & Company
- Tiburon since 1998

Source: Tiburon Research & Analysis
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