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KEY FINDINGS

" |nvestment funds industry regards its business prospects as better than in
2019.

" |nvestors are motivated by low interest rates and the search for higher returns.

" Asset Manager’s consider sustainability to be a mayor growth driver in the
industry.

® Margin and cost pressures, as well as the regulatory burden are increasing.
" Greater importance attached to the exercise of shareholders’ rights.
"  Performance fees are becoming increasingly important.

" Investment companies pursue very different strategies with regard to
sustainability.



KEY FINDINGS

® Launching of sustainable investment funds is motivated by own corporate
values; investment companies also want to put their own sustainability values
into practice internally.

" Sector intends to enhance digital processes and optimise its IT infrastructure,
and is seeking appropriately qualified staff.



BUSINESS SENTIMENT REMAINS GOOD

IN INVESTMENT FUNDS SECTOR

Assessment of current business situation, as percentages

Better than expected

As expected 43%

Worse than expected 13%

Question 1: How closely did the financial year 2019 meet your expectations? Basis n = 349; no opinion 3%



OUTLOOK: OPTIMISM PREVAILS

Outlook for business in 2020, as percentages

Significantly better h 4%

nchanged | s

worse. | 15"

Significantly worse F 3%

Question 2: What is your assessment of the business outlook for 2020 in comparison with the current year? Basis n= 349; no opinion 2%



SECTOR IS BENEFITTING FROM INVESTORS®

SEARCH FOR YIELD

The drivers of growth, as percentages

mvery significant  msignificant  mfairly significant minsignificant  ®very insignificant

Low interest rates 28 29 12 11 19
Alternative investment products
Pension plans _ 9 36 34 18 4
Passive investments _ 7 20 36 AS 10

Technological development

Question 3: What are the drivers of growth in the sector? Multiple answers allowed. Basis n= 349



GEOPOLITICS AND STOCK MARKET TRENDS

REGARDED AS THE GREATEST RISKS

Risk factors, as percentages

m very significant msignificant = fairly significant mless significant ®insignificant

Geopolitical uncertainty 25 39 20 12 5
Negative stock market trends 21 K1 26 15 4
More regulation 15 33 34 13 4
General weakening
of the global economy D i = o B
Increasing costs 10 39 33 15 K
Tax plans of the Grand Coalition
(wealth tax, financial transaction tax) e sz < e £

New elections in 2020 [¥] 11 36 36 13

Question 5: What could hold back the growth of the sector in 20207 Multiple answers allowed. Basis n= 349



MARGIN PRESSURE AND REGULATION ARE A BURDEN

Challenges for the sector, as percentages

mvery significant msignificant mfairly significant ®less significant ®insignificant

Increasing margin and cost pressure 42 37 12 5 4

Stronger regulatory requirements 37 36 17 7 3

Added value of active fund management () 44 28 10 3
Shift towards passive products 9 24 37 23 7

The right fee model 9 XY 40 16 K

Global competitiveness 9 27 44 16 4

Establishment of digital distribution channels
(e.g. robo-advice)

Question 4: What are the greatest challenges for the sector, in your opinion? Multiple answers allowed. Basis n= 349



GREATER IMPORTANCE ATTACHED TO THE EXERCISE

OF SHAREHOLDERS® RIGHTS

Topics, as percentages

m very significant msignificant mfairly significant minsignificant ®very insignificant

Exercise of shareholders' rights 40 25 16 13 6
Passive investment products - 26 24 18 17 15
Artificial intelligience _ 16 16 24 24 19
Sustainability - 9 15 17 18 42

Big data

Question 7: What developments will bring the most change to portfolio management? Multiple answers allowed. Basis n= 349



INVESTMENT COMPANIES PLAN TO EXPAND

THEIR SHAREHOLDER ENGAGEMENT

Degree of shareholder engagement

Expanding activities

Not expanding activities

Question 11: Shareholder engagement is increasingly being expected of investors. To what extent does your firm plan to expand its activities in
shareholder engagement? Basis n= 349
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IMPORTANCE OF PERFORMANCE-BASED FEES

INCREASES

Expectations, as percentages

Will increase

Remain unchanged

Will become standard

Will increase significantly . 3%

Question 6: Will performance-based fees structure for retail funds more prevalent in the future? Basis n= 349; no opinion 9%
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INDUSTRY VIEWS GOVERNMENT TAX PLANS AS

HARMFUL

Results, as percentages

Harmful

Not harmful

Question 12: How harmful do you believe the tax plans of the German Grand Coalition government (property tax, wealth tax, financial transaction tax,
abolition of flat-rate withholding tax on interest income) are for the capital market and for Germany as a financial center? Basis n = 349
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INVESTMENT COMPANIES PURSUE DIFFERING

SUSTAINABILITY STRATEGIES

Type of sustainability filter, as percentages

D e O e —— 52

the investment fund

Exclusion criteria [N 46%
Active engagement [N 34%
Best-in-class |
I 32°
approach S

Positive screening IS 26%
Negative screening [N 24%

Other F 1%

Question 9: What is the main sustainability filter used by your firm for your ESG investment funds? Multiple answers allowed. Basis n= 349
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THEIR ENGAGEMENT IN SUSTAINABILITY ISSUES

COMES FROM A SENSE OF CONVICTION

Motivation for investment, as percentages

m very significant ®msignificant mfairly significant minsignificant ®very insignificant

Own corporate values

Requirement from institutional investors

Marketing/PR reasons

Increasing demand from retail investors 14 XY 25 17 13

Optimisation of risk management

Question 8: Sustainability is currently en vogue. For what reasons does your firm offer sustainable investment funds? Multiple answers allowed.
(Scale of 1 to 5 — low to high) Basis n= 349
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...AND THEY WANT TO MAKE SUSTAINABILITY AN

INTEGRAL PART OF THEIR OWN BUSINESS PRACTICES

Assessment of corporate policy, as percentages

Yes, investment funds will not be able to

(o)
avoid embracing sustainability. 86%

No, what is relevant in a trustee is
sustainability expertise, not sustainability 8%
of own business activities.

Question 10: Do you think that it will become more important for investment companies to make their own business operations more sustainable?
Basis n = 349; no opinion 6%
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SECTOR IS LOOKING FOR STAFF

Staffing changes, as percentages

No opinion F 3%

Question 13: In the coming year, the number of staff in the sector will...? Basis n = 349
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SECTOR CONTINUES TO INVEST LARGE AMOUNTS

IN INFORMATION TECHNOLOGY

Relative importance of IT infrastructure, as percentages

74%

17%

1%

T
Increase Remain unchanged Decrease

Question 16: During 2020, investments in IT infrastructure will...? Basis n = 349; no opinion 7%

17



SECTOR’S DIGITAL TRANSFORMATION EFFORTS

MAINLY FOCUS ON PROCESSES

Investment objectives, as percentages

Digital transformation of fund
administration

Upgrading of IT systems

Protection against cyber attacks

Cloud solutions

Big data analytics

Robo-advice

— 65%

Question 17: If investment in IT infrastructure is stepped up in the coming year, what area will you invest in? Multiple answers allowed.

Basis n = 320; no opinion 16%
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IT EXPERTS IN PARTICULARLY HIGH DEMAND

Staffing changes, as percentage

IT 40%

Portfolio management 37%
Distribution
Risk management

Compliance

Legal

Other (funds accounting,
administration, accountancy)

Question14: If you intend to increase your staff numbers in the next year, what are the areas for which you plan to recruit them?
Multiple answers allowed. Basis n = 283; no opinion 26%



KEY DATA RELATING TO THE SURVEY

"  This analysis is based on 349 answers; around 90 percent of these came from senior
management in the investment funds sector.

" The respondents were members or associated members of BVI.

" The survey was conducted in the period from 15 to 25 November 2019.
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