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Key Takeaways from this Session

- Garbage in Garbage out - you've really got to understand what data sets you're running against. If the
data isn't correct - don't expect good answers.

- Defining data governance around the data your Al is accessing is critical. Where does the data come
from, who has accessto it, what happens to derived data and can you prove the lineage of the data.

- Thereisn't one genAl tool that's fit for all purposes. Building an infrastructure that can support
deployment of multiple solutionsto meet different use cases is critical.

- Firms are approaching genAl in very different ways. Some firms have the infrastructure to build their own
solutions. That's a limited number of firms in the market. Others are looking to embedded solutions or
more out of the box approaches. Defining an approach is the first decisions firms need to make.

- Boards and lots of senior management teams are looking for the "Big Bang” business transformation.
Advice from those who are leading the way .. Start small and find tactical solutions that create impact,
experience and momentum.
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Key Takeaways from this Session

- Investor appetites are shifting with ESG driving personalization, the lure of private equity and niche or
super concentrated options driving direct investing, ETF options and new structures like interval funds
providing access to less liquid investments.

- The scale of some of the largest asset managers and index providers is pushing everyone not in that club
to innovate and offer products with more specific requirements.

- No-Fee platforms are becoming more concentrated with proprietary products, challenging asset
managers to find niche solutions that dovetail with those solutions and driving competition for shelf
space.

- The movement away from rep as PM towards more centralized model management changes the
distribution relationship between manufacturers and distributors. Product manufacturers are assuming a
more institutional approach to those relationships as the influence of the wholesaler model diminishes.

- Very few firms can be all things to all investors. Define your target markets carefully and sticking to those
lanes is critical in an environment where margins are continuing to deteriorate.

© 2023 Datos Insights. All rights reserved. 5
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Retail Product Preferences Are Shifting
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Mutual funds dominate the roughly US$80 trillion in managed retail packaged products

Worldwide Long-Term and Money Market Net Sales
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... but long-term flows are flat.
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What's Next?

Investor/advisor Asset managers

Personalization

Capabilities/
scale
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Key Takeaways from the Session

- Despite the significantuptickin fixed income- electronictrading within asset classes such as
corporate bonds and U.S. Treasuries- a vast majority of notional volume traded is still reliant
upon primary dealer counterpartiesfor liquidity and price discovery.

- Thistension is the source of significant market structure inefficiencies within US fixed income
marketplaces.

- Nonetheless, the rapid electronification of trading within fixed income has given significant
momentumto vendors looking to solve these inefficiencies.

- Fixed income EMS are one such tool that have moved from 'nice to have' to mainstream.
Onboarding remainsa significant hurdle.

- As Fixed income markets become increasingly complex (both in terms of trading technology
and in terms of navigating (due to significantfragmentation))the buy side has opted to either
onboard FlI EMS systems, build out solutions in house, or outsourcethe trading entirely.

© 2023 Datos Insights. All rights reserved. 9
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Is Market Growth Outpacing Innovation?

U.S. Fixed Income Outstanding by Market Segment,
2000 to Q3 2022 (In US$ trillions)
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How Far Does E-Trading Have to Go?

0 U.S. FX, « U.S. fixed income marketplaces are still

2 Equities, predominantly opaque, over-the-counter markets

f, FX, 90+% with a fragmented liquidity landscape.
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So, What Does Too Much Fragmentation Look Like?

Fixed Income EMS Destinations by Asset Class
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Key Takeaways from the Session

- Over the last 20 years, technological and market structure changes have certainly outpaced
the existing set of regulatory framework within the U.S. equities market

- Previously characterized as more consultative and one based on open dialogue, the
relationship between the industry and the SEC has deteriorated over the years with the SEC
looking to apply changes to the market withoutincorporating feedback from market
participants

- Enhancementsto Reg NMS Rule 605 appears to be a no brainer and tick size/access fees with
some modifications should face less resistance from the industry

- The most contentious proposals involve order competition which threatensthe business
model of the wholesalers and best execution

- The industryis asking for a phased approach if and when certain parts of these proposals get
implemented by the SEC

© 2023 Datos Insights. All rights reserved. 14
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Key Components of the SEC Market Structure Proposals

e Related to all securities

* Require broker-dealers to
establish, document, and
comply with best-execution
standard

» Review on a quarterly basis

« Amendment to Rules 612
and 610

» Reduce tick sizes of certain
eligible stock

« Reduce certain fees charged
by venues

© 2023 Datos Insights. All rights reserved.

Best
execution

SEC
Market
Structure
Proposals

e Focus on execution of
marketable order of retail
investors

« Questioning payment for
order flow

* Using auctions

Enhancing
execution

info |

Source: U.S. Securities and Exchange Commission

« Amendment to Rule 605

» Expand type of entities
subject to Rule 605
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Regulatory Compliance Is Not Cheap ...

Estimated Regulatory Spending on Non-Staff*
(In US$ billions) S62
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Source: SIFMA, Datos Insights *Technology, legal, accounting, auditing, etc.
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Key Takeaway from the Sessions

* Investorsare looking for investment opportunitiesin the alternative market for returns (alpha) and
portfolio diversification (non-correlated returns).

* The paradox: High net worth investors want access to private markets (democratization), but the alure
of those private markets is its exclusivity.

* The path for a firm from to go from private to public is complex and thus large firms specializesin
providing services to these firms

* Deal life cycle managementis a complex process due to lack of data, manual processes and lack of
systems proving single source of truth. The business demand from the operations and technology is to
have the correct data on real time and adhoc basis

 Liquidity remains one of the final challenges for investors. Private market infrastructure needs to
address the requirements of the Investors who look for both liquidity during the investment period and
ways to support investors who wish to retain an equity stake after any liquidity transaction.

© 2023 Datos Insights. All rights reserved. 18
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Private Market Current State

« The exponential growth observedin 2021
and early 2022 has come to a realisticlevel,
though North America has sustained well
compared to Europe and the Asia-Pacific
region

« Thereis a shift from private equity to the
private debt market and toward larger

funds.

« Asof Sep 2022, thereare 5,517 RIAs out of
15,330 RIAs with private fund clients
managing AUM of approximately $6.5
trillion.

© 2023 Datos Insights. All rights reserved.
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Democratization-Investors and Operations

1. Who are the big 2. Does democratization| | 3. How should investors
institutional investors work best with look at the private vs.
in the private equity exclusivity? growth equity
and private credit market, around new
market? emerging market

venues

4.\What are businesses 5. Why is a single 6. \What are the exit
demanding from version of the deal routes from the
operations and data in real-time private market
technology systems? required? What are including liquidity

the challenges? options for
shareholders?

20
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Key Takeaways from the Session

- Investmentfirms are in a unique position to help change the narrative around ESG by finding
ways to bring the conversation back to addressing financial materiality and how considering
the various factors that make up ESG is simply another way of monitoring and managing
investmentrisk.

- Firms are challenged with developing the internal expertise to deal with ESG
data/analytics/researchto meet a growing number of requirements from both investors and
regulators. As a result, firms must find a balance between relying on third-party providers and
creatingtheir own internal workflows around ESG integration.

- The industry'sreliance on third-party vendors will likely adapt in the future as use cases change
and the general education and expertise at investment firms evolve toward being more
interestedin the raw data and models rather than packaged products.

- As ESG integration into investing processes becomes more mainstream, investment firms will
need to find ways to differentiate themselves from one another.

© 2023 Datos Insights. All rights reserved. 22
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How can Asset Managers Change the Narrative?
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Developing In-house ESG Expertise

Q. Does your organization have an internal team producing ESG metrics and scores/ratings
for the following asset classes?
(Base: 22 investment and other capital markets firms)

Equities 68% 23% 9%
Sustainability bonds 59% 9%
Fixed income 55% 9%
Real estate/REITs 45%
Private equity 32% 55% 14%
M Yes ® No Don't know

Source: Datos Insights ESG Survey, Q3 2022
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Will Reliance on Third-party Vendors Change in the Future?

Number of Vendors Used to Support ESG Requirements
(Base: 196 buy-side firms)

Under US$1 billion US$11 billion US$51 billion US$101 billion Over
US$1 billion to US$10 billion to $50 billion to US$100 billion to US$250 billion US$250 billion
Source: Datos Insights research
© 2023 Datos Insights. All rights reserved. 25
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Key Takeaways from the Session

- The role of the CDO emerged in response to a need for effective controls for regulatory
reporting. While the CDO is supporting new alpha generating activitiesin today's

environment, good ones are still playing a strong role in saying no as ESG data sources and Al
use cases proliferate.

- Technology today is moving faster than our ability to apply governance to new applications of
that technology. Establishinga strong data governance framework is critical to support a firms’
overall technical architecture.

- Standardization of data is one of the top dreams of COO’s and CDO's today, but while efforts
are being made the needs and desires of the business are often a key impediment.

- Mastering and digitizing unstructured data remains a growing challenge. Those use cases
represent opportunitiesto create both operational efficiencies and competitive advantage.
Leading firms have initiatives to master everything from private markets data and customer
datato portfolio mandates.

© 2023 Datos Insights. All rights reserved. 27
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Buy-Side Spend on Data Management Technology and
Operations Continues to Increase ...

Buy-Side Data Management Technology and Operations Spend, e2023 to e2026
(In US$ millions)

$7,014 Sl
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Source: Datos Insights estimates
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Transitioning Toward Data-as-a-Service

Evolutionary Path for Offering Outsourced Data Management Service

Client Intearation Challenaes Core First Phase Current Evolutionary
9 9 Competency Evolution Market Leaders Goal
Build data
Common Data Definitions | analytics and Magae?\ﬁgegata
, : 4 visualization on
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' AN including
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Disparate Security Masters support (IBOR) Positions/
. Transactions
|
- Third-Party
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: 9 software gy validation, and
Complex Investment Types Custodial ABOR
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Key Takeaways from the Session

- We're seeing a tremendous amount of ideation and a significantamount of proof of concepts.
However, much more limited moves to production.

- We're seeing a lot of interestand opportunities across all segments of wealth, where the board
or the CEO is comingto the CIO, CTO, head of Digital, Head of Transformation, etc. saying, “I
need to know what we're doing in Al. | need to know what we're investing, how we are
investing, and what is our ROI.”

- Al is not the solution to every problem. If an Al solution isn't needed, don't forcefititin.

- At the minimum, reluctant FIs should develop a coherent game plan to integrate genAl into
existing enterprise software and consider low-risk experimental trials. Fls are working to get
their data cleaned and organized to take this initial step.

© 2023 Datos Insights. All rights reserved. 31
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While Al Is Poised to Transform Virtually All Segments of Wealth...

Many financial institutions aren’t sure yet how much they will spend on it.

Q. Which of the following best describes how much your institutionplans to TOP SIX use cases:
spend on artificialintelligence technology over the next 12 to 24 months?
(Base: 18 Wealth Management Research Council members)

—

Relationship management
Less than US$1 million - 1%

2. Sales and marketing campaigns
Us$1 million to US$4.9 million || GG 25

US$5 million to US$9.9 million [l 6% 3. Risk management
US$10 million to US$24.9 million [} 6% _
US$25 million to US$49.9 million | 0% 4. Fra Ud detectlo n

US$50 million to US$124.9 million || 6%
US$125 million to US$249.9 million | 0%

5. Client service

US$250 million to US8499.9 million | 0% 6. Compliance
More than US$500 million | 0%

pon'tknow | 4%

Source: Datos Insights' Survey of Wealth Management Research Council Members, Q3 2023

That will change next year!
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Several Use Cases Across Capital Markets, but Waiting for
Adoption to Catch Up

Data management
Development and integration

Pricing and validation

Flliquidity sourcing

Tree of Artificial Intelligence
in Capital Markets

Compliance

CAPITAL MARKETS USE CASES ; \ ‘ ) New product development

i risk
Reduce operational ' ’ Increase customer outreach

TECHNOLOGY ROOTS Cognitive computing (O— —( Concurrent/Parallel/

and automation Distributed computing

Natural language Robotic process

processing automation
Data mining
Cloud
computing Digital labor 6 Machine learning
Source: Datos Insights ) Distributed Comple)lt event
Big data processing

networking
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