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Background

CoreData Research UK is the London-based arm of a broader specialist financial services
research and strategy consultancy that operates out of Sydney, Australia.

The UK division is part of the brandmanagement group and has operations in Australia, the
United Kingdom, China and the Philippines.

b ¢ brandmanagement

i @ dragondata

With a primary focus on financial services CoreData Research provides clients with both
bespoke and syndicated research services through a variety of data collection strategies and
methodologies.

Clients benefit from a dual offering of business-to-business and business-to-consumer research
and consulting services.

The group provides clients with market intelligence, guidance on strategic positioning, methods for
developing new business, advice on operational marketing and other consulting services.

CoreData Research prides itself in identifying market trends at the earliest opportunity and
formulating insightful quantifiable research that clients can use to help them stay ahead of the market
and better meet the day-to-day challenges facing their businesses.

Our focus is on bringing deep market knowledge to research and strategy development.

The group’s research is not just about information and data but at providing insight so clients can
develop strategies that work.

The team is a complimentary blend of experienced financial services, research, marketing and media
professionals, who together combine their years of industry experience with primary research to
bring perspective to existing market conditions and evolving trends.
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CoreData Research has developed a number of syndicated benchmark proprietary indexes across a
broad range of business areas within the financial services industry.
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About The Research

This study is an annual syndicated study aimed at delivering administration providers key
insights into the shifting demands of independent financial advisers (IFAs) and comprises an
array of empirical data that identifies developing trends in the market.

In the UK, CoreData has covered the development of wraps and platforms for several years
and carried out in-depth research for platform providers as part of their market entry strategies.

As investors and markets recalibrate their attitudes towards risk and asset allocation in a post-
global financial crisis, the administration engines responsible for the day to day operations and
back-end procedures face their own challenges.

Market fuelled falls in asset levels and reductions in new business flows impact on fee revenue
and other income-streams. As a result platforms require even greater scale in order to thrive
along with cost effective maintenance and (where possible) value-adding effective
enhancements.

The CoreData platform analysis assists groups in ensuring allocated resources are to those
areas that fundamentally drive positive IFA experiences and also that any capital outlay is fully
maximised in raising satisfaction and ultimately fund flows.

The study covers six core topic areas:

1. Adviser attitudes/experiences towards investment supermarkets, platforms and wraps in the
current market in relation to their business and customer needs.

2. Developing trends between attitudes in 2010 and previous comparable data sets to outline
how the market is changing/has changed/ and is likely to change in future.

3. Segmentation of the product needs within platforms/wraps driven by the customers advisers
service. By identifying types of IFA based around the clients they service and then
understanding the distinctive needs, satisfaction drivers and expectations of these advisers.
Advisers are generally divided into three groups from a client perspective; those who focus
exclusively on mass market clients, those who focus on mass market/mass affluent and those
who focus on mass affluent/high net worth.

4. Benchmarking of existing wrap/platform providers against more than 40-service based
metrics in terms of adviser service experience.

5. A detailed statistical assessment of driver analysis, allowing groups to confidently understand
across all aspects of their functionality and service offering the critical combinations that lead
IFAs to continue to conduct their business with certain groups.

6. A synopsis of the opportunities and challenges for the investment administration market
looking ahead, and determining the critical and key factors behind future growth and success.
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Research Construct

The core benchmark component of this study, comparing the various investment administration
vehicles on the market, is derived through data collection across seven overall category
classifications.

These are:

Functionality

- Product and Investment range

- Platform fees and underlying costs
- Adviser remuneration

- Service

- Support

- Reporting

Each of the above groups is a roll-up of several individual ratings given by users of platforms
and wraps.

Advisers were asked to measure their primary and secondary platforms were measured on the
following criteria.

Functionality

Connectivity between desktop and platform
Online transaction functionality

Access of information online

Quality and range of tools offered

Ease of re-registered assets off the platform

Reliability and security of the technology
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Product and investment range
Choice of standard collective funds offered
Choice of other funds or packaged products
Choice and quality of investment services
Choice of more complex tax wrappers

Choice of simple tax wrappers

Platform fees and underlying costs
Cost of the platform to adviser
Cost of underlying assets available via the platform
ost of tax wrappers on the platform
Cost of re-registered assets onto the platform

Cost of re-registering assets off the platform.

Adviser remuneration features
Ability of the adviser to negotiate directly with product providers
Ability of the platform to meet the needs of an adviser’s business model
Flexibility of platform to suit adviser remuneration preferences
Ability to charge clients ongoing fees for advice via a platform

Ability of a platform to cope with different charging methods for different clients

Platform service to advisers
Speed of opening and closing accounts
Speed of switching between investments and redemptions
Accuracy of opening and closing accounts
Accuracy of switching between investments and redemptions

Frequency of errors by platform staff

Investment Administration — Platforms & Wraps CoreData Research



Admin staff/ call centre speed of problem resolution
Admin staff/ call centre staff availability

Admin staff/ call centre staff competency and knowledge

Platform support to advisers
Overall onsite and offsite sales support
Overall onsite and offsite technical support
Website navigation and content

Overall training support (for admin staff and paraplanners)

Reporting capability
Annual client review statements
Tax statements and reports
Business reports for advisers (business written, client segmentation etc)
Flexibility of reporting
Audit trail/ compliance reports

Ability to include legacy assets in reports

Quantitative Analysis

The research focuses on getting under the skin of what drives IFAs to use particular platforms
over other providers in the market. To do this the research assesses all aspects of the financial
adviser/platform relationship.

The following areas are covered by the research:

- Adviser perception of the most important challenges faced by financial planners in
2010. e.g. Lack of interest in savings and pensions among the public, difficult
investment market conditions, compliance and administration issues, competition from
banks and direct sellers, regulatory change endangering IFAs as a distribution channel
and lack of consumer trust in the financial services industry.
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Individual business needs that product manufacturers may be able to assist with e.g.
more effective marketing, better adviser education, more efficient administration
systems, better business planning, more or better qualified staff, greater product
knowledge and/or more attractive products.

Attitudes towards investment administration products e.g. Acquiescence or dissonance
on statements such as, ‘a wrap is not suitable for my clients’, ‘A wrap is not suitable for
my business’, * A fund supermarket or investment proposition meets my needs already’,
‘A fund supermarket is virtually the same as a wrap in my view’, ‘1 am not impressed
with the wraps | have seen to date’, ‘A wrap is expensive to implement’, ‘| am/we are
restricted by our current platform’, ‘A wrap means losing control of my business’.

Driving factors that encourage advisers to place more business through one
platform/wrap over another

The primary stated attributes that advisers would like platforms/wraps to either offer or
do better. This is split by adviser types and business offerings and sizes to provide
more clarity to clients so they can better assess what is real and what is ‘wish list’
thinking among advisers and the varies segments of planners in the market.

Amount of business written through platforms — the volume of business written on their
main platform for overall pension and investment business, ISAs, pensions excluding
SIPPs, SIPPs, onshore and offshore investment bonds, Unit trusts and Oeics, cash and
money market funds and direct investments in shares and securities.

The most common needs of an adviser’'s typical client and the remuneration model
used by an adviser.

How many platforms do advisers use, how often do they use their platforms, which
platforms have they used in the last 12 months and which is their main platform and
which is their secondary platform?

Types of platform used and reasons why? Advisers were asked what type of platform
they currently used (there was a choice of four definitions: fund supermarket, fund
supermarket with added services, wrap or investment proposition) and their actual
primary and secondary platforms used. Overall, how satisfied were they with their
primary and secondary platforms?

Is the level of business likely to be placed with advisers’ main and secondary platforms
likely to increase or decrease in the next three to six months and what are advisers’
overall satisfaction levels with these platforms?

How likely is it that an adviser will use a platform within the next year, if they do not
already use one, and how likely is it that an adviser will add to the platforms they
currently use, if they already use a platform(s)? Which platform(s) are they most likely
to add?
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Platforms, wraps and client remuneration. Advisers were asked for their level of
agreement with a series of statements on commission rates, platform costs, fees for
advice and fund manager rebates.

Advisers were asked for their view on the top three platforms in the market (whether or
not they used them); the reasons for their first choice and what factors would make
them more inclined to use one platform over another.

What are the most important features of a platform for you? Advisers were asked to
indicate what they saw as the most important features of a platform from the following
aspects: The range of investments and tax wrappers; platform and fund manager
charges; simplicity and ease of use; range of tools and services offered; ownership
structure of the platform; strength of the platform provider's brand; remuneration
flexibility; level of commission available; fund manager rebates paid to advisers; ability
to white label the platform.

Which products and services do advisers want to see added to a platform? From a
choice of the following: Mortgages; life insurance and protection products; loans and
debt management services; general insurance products; corporate adviser products
(group risk and group pensions); Full SIPPs and other complex pension options;
annuities and income drawdown; discretionary investment management services.

Advisers were asked if they planned to change the way that they are currently
remunerated and why.

Proprietary and generic tools and services used with platforms. Advisers were asked on
the extent they used the following services for fund and product research: Synaptic;
Defagto; OBSR; Trustnet; FE Analytics and Dynamic Planner. They were also asked to
what extent they used the following tool types: Portfolio analysis; financial goal setting;
IHT calculator; CGT calculator; asset allocation tools; cash flow modelling tools; risk
profiling; fund research tools; fund x-ray, charting and analytics; client reporting tools
and model portfolios.

Which support services or network do advisers use? Advisers were asked to indicate
their support service or network provider.

Re-registration between platforms — Advisers were asked if they had re-registered
assets off a platform and if it was easier to re-register assets off a platform, would they
put more business onto platforms and would they transfer assets from an existing
platform to a new platform?
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Methodology

CoreData Research will be in field in March and April 2010 to collect information from UK
independent financial advisers.

In return for completing an online survey, IFAs were offered the opportunity to take part in a
prize draw.

The survey will be distributed to IFAs using CoreData Research’s own proprietary database, by
the FT Business weekly title, Financial Adviser, which is a media partner for the survey, and
with the help of several life offices, platform providers and networks and support services to
IFAs.

It is estimated more than 750 advisers will take part in the research and with most rating both
their primary and secondary platform over 1,200 individual data sets on platforms are expected
to be delivered.

This enables a very detailed picture to be built up of how advisers see the main platforms
relative to each other on a range of differentiating criteria.

Adviser Demographics

The following demographic information on advisers was collected:

Number of years working as a financial adviser;
How many clients they personally service;

The type of consumers they serve;

The estimated level of the funds they advise on;

Their estimated annual turnover in fees and commissions.

Wraps and platforms covered

Advisers were asked to give their views on the following platforms:

Abbey (James Hay) wrap
Ascentric wrap

AXA wrap
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BNP Paribas

Cofunds

Fidelity Fundsnetwork
Hargreaves Lansdown
Macquarie

Norwich Union Lifetime

Novia

Nucleus

Parmenion

Portavista (Bankhall)

Praemium

Raymond James Investment Services Advisor Choice
SEI

Seven Investment Management
Skandia

Standard Life Fund Zone
Standard Life wrap

Transact

As well as benchmarking platforms, the report will use 2x2 charts to plot the relative positioning
of different platforms on competing criteria, eg functionality v product and investment range,
platform fees v adviser remuneration, service to advisers v support to advisers.

This empirical, two-dimensional analysis can enable platform providers to pinpoint areas of
strength and weakness in their offering.
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Sampling

A sample of more than 750 British financial advisers is expected to be randomly selected to
participate in this study and provide in depth information in relation to their specific usage and
attitudes towards investment administration vehicles in the market.

Timing and Pricing

A full written report, presentation and audio file of the executive summary will be available for
purchase in May 2010.

The cost of this research is £15,000.

Analysis Measures

The following are the common types of analysis we perform on data sets used in this study:-

Descriptive and Bivariate analysis:
- Chi-square,

- Correlation,

- ANOVA,

- t-test

Multivariate Analysis:

Regression Analysis (OLS)

Choice Modeling (e.g. Logistic regression)
Factor Analysis

Cluster Analysis

Structural Equation Modelling (SEM)

Artificial Neural Network

Two main techniques for determining significant differences or associations in the data we
typically deal with are;

Chi-square test - used to test relationships found in crosstabs.

ANOVA test - used to determine whether there is a significant difference in
the averages of two or more groups.
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You can use ANOVA to test the difference between two groups and also to test the difference
between periods within 7 point index scales.

Crosstabs and Chi-squares (non-parametric test used for nominal or ordinal data) -can use
collapsed/recoded interval ratio but parametric tests are more powerful as they contain more
detail and are thus more accurate.

Our analysis is later overlayed in the reporting stage with a separate strategic insight
component.

This involves contextualising the findings for clients, and providing strategic suggestions
relating to the implications of the research for groups individually.

The power or the ability to detect statistically significant differences in data sets is contingent on
three main factors;

1. Alpha level (or confidence level).
This is virtually always set at 0.05 i.e. 95% confidence.
2. Effect size (or meaningful difference).

This is the amount of difference etc. between variables that is required to conceptually
be of importance. For example if you were able to detect a significant difference
between two variables of 1% would this actually be meaningful?

3. Sample size

This is a critical factor in allowing effects to be detected. The larger a sample is, the
smaller the effect that can be accurately detected. However, for efficiency and resource
management ideally the sample size is no bigger than is required for the research
purposes.
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Craig Phillips

Principal

CoreData Research UK
2/105 Hallam Street
London

W1W 5HD

0207 323 5409

07540 986 867

Disclaime r

To ensure the privacy of the individuals conducting this research and to comply with privacy laws, no persons have been mentioned by
name and no personal details are contained within this document.

This document was compiled from primary research and other information at the time of writing.

The information is believed to be accurate however no representation or warranty, express or implied, is made by CoreData Research as to
its completeness, and it does not make any warranty to correct any information subsequently found to be inaccurate.

This document does not constitute investment advice or a business recommendation.
This document may contain the personal views, standards and opinions of the researchers and third party contributors.
The inclusion of this material is not an endorsement by CoreData Research

In all cases, people reading this material should attain appropriate professional advice in evaluating its accuracy, currency, completeness
and relevance for their purposes.

CoreData Research disclaims any direct or indirect liability or costs arising from any reliance on the information contained within this
publication.

The information within this paper remains the express property of CoreData Research. It may not be reproduced in any form without
express permission.
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