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Asset Management : Introduction

A lot of Preconceptions about the Industry in 2015
A parallel with the Car Industry

» \We believe the sector is in crisis in Europe
» A High growth sector globally +6%
» The middle class in emerging markets D.a.
» A strong recovery in Europe

Global New Registrations — AIS 2014

» A barbellization of the Industry
» How important Brand is in the sector
» Low Cost/Premium
» The importance of Research

» A New Way of Consuming/Investing

» Power to Consumer (Social Networks. . .) —
» A Responsible Consumer/Investor DAIMLER sveCar

» Performance but also Security, Transparency...

BUY RENT SHARE
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Asset Management : Introduction
Une industrie qui se porte bien au niveau mondial

DesPite the substantial decrease of the Fees in 10 years, the Revenue increases
stimated Fund Industry Revenue
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Asset Management : Introduction
Une industrie qui se porte bien au niveau mondial

Worldwide Funds : A record year in terms of Assets on the last years

Global Fund Assets by Broad Category Group, USD Bil, End of Q1 2015
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Asset Management : Introduction
Une industrie qui se porte bien en Europe

+255 €Bil S1 2015
+42 €Bil / Month on average in 2015 (423 €Bil / Month on the last 5 years)

EUR Billions, End of S1 2015
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Asset Management : Introduction
Un sentiment partagé en 2015

European investors are cautious
A Good Year for Allocation Funds (+101 €Bil) & Alternative Funds (+ 44 €Bil)

Inflows by Semester in €Bil in Europe — Morningstar Direct
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Asset Management : Introduction

Les investisseurs sont poussés a prendre des risques

The Great Translation, not the Great Rotation

A
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La liquidité des fonds
La liquidité des passifs des produits d'épargne est faible en France

In France, 4000 €Bil are invested in financial assets by Households
63% (or 2550 €BIl) are invested in “Bond & Liquid Products”

Financial assets of households in France — AMF - Division Etudes, stratégie et Risques - ECB — Morningstar
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La liquidité des fonds
La liquidité des passifs des produits d'épargne est faible en Europe

In Europe, 39% of the financial assets are invested in Cash Deposit products

Financial assets of households in Europe — AMF - Division Etudes, stratégie et Risques - ECB — Morningstar
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La liquidité des fonds
Malheureusement les rendements des actifs “sans risque” ne sont
plus suffisants dans I'absolu et en relatif par rapport a l'inflation

From a Risk Free Rate Environment to a Rate Free Risk Environment

Real Rates are negative, unbearable for investors
10 year Government Bond Yields — 1985-2015 - Morningstar
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La liquidité des fonds
Les investisseurs perdent du capital net d'inflation et net de frais

Average values in households in euro'

) Relative
2003 | 2008 | 2013 2%'0";" /“’2’;,‘1"3 2003/ z"&"?
0 in percent

= 1 5 A) Gross financial assets 44978 4B377 44276 -701 -16
Consumer credits -1563 -1724 -1703 -140 a0

2 O O 3 2 0 'I 3 Student loans -304 473
- Net financial assets 43415 46349 4200 -1315 -30
Gross wealth in real estate 122433 97769 98202 | -2423] -198
Mortgages on real estate -28571 -24848 -23463 5,109 -179
Gross wealth 167411 146,146 142,479 | -24932 -149
Debt -30,134 -26,876 -25639 4 405 -149
Net assets 137,277 119,270 116,840 | -20,437 -14.9

For informational purposes 2002 I 2007 I 2012

Lower threshold® 87215 79510 76,409
Individual net assets (SOEP) 90,676 83779 80,136 | —10,540 -116

Upper threshold? 04137 88049 83863
Individual gross wealth in real estate 77794 69955 66,677 -1,117 -143

1 in 2010 prices, harmonized index of consumer prices.
2 95-percent confidence interval.

Sources: EVS, German Federal Statisticol Office (2014): https,//www.destatis.de/DE /ZahlenFakten/
Gesellschaft Staat/ B nkommenKonsumLebensbedingungen/VermoegenSchulden/Tabellen /Geldimmob-
VermSchulden_EVS. htmi 24.7 2014, SOEPv30, calculations by DIW Berfin.

@ DIW Berlin 2015
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La liquidité des fonds
La réglementation n'incite pas les institutionnels a aller vers les
actifs risqueés

» AIFM

» UCITS 5

» PRIPS

» MIFID 2

» BASEL 3

» SOLVENCY 2
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La liquidité des fonds

Pour resolvabiliser les agents endettes, les banques centrales ont
injecté des doses massives de liquidités, amenant les marchés sur des
niveaux extremes

Central Bank Balance Sheets as Percentage of GDP * US Federal Reserve * European Central Bank * Bank of Japan

Central Bank

Economy Size Balance Sheet
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La liquidité des fonds
Poussant ainsi les investisseurs a sauter d'opportunité en opportunité

ETFs, Central Banks, no risk free rate... : “The herd behaviour” is fast & furious
An example with the Flows in the Emerging Markets, Commodities, Currencies. ..

2012 2014
Emerging Debt Emerging Debt

Emerging Markets Fixed Income
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La liquidité des fonds
Un déplacement des liquidités facilité par la technologie

On Mobile, Digitalization, Social Networks, Internet...

Passive Information e Active Information
Sometimes »  Sometimes
Alone  Alone
Push « Full
—
—-_—————)
et = =)
Active Communication “ATAWAD “
All the time Any Time
With everyone Any Where
Network Effect Any Device
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La liquidité des fonds
Un effet moutonnier renforceé par le développement des ETF/ETP

All the Index Funds (incl. ETFs) already represents 24% of the AuM in the US, 10% in Europe

% of Assets in Index Versus Non-Index Funds by Region
® Non-Index ™ Index
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La liquidité des fonds
Liquidité + Frais faibles + Beta : Les ETF/ETP se développent
aussi sur les marchés obligataires

The Passive funds gain market share in Europe
YTD 2015 : 16% of Net Inflows are coming from ETF (42 €Bil / 255 €Bil)

Markel: urnpp= ETF= {domicil=d) Curm=mncy: EUR Eff Dat=: 2015-07-31
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La liquidité des fonds
llyaETP et ETP!

Fees , Size, Liquidity...: The distinction between the Top100 and the others is crucial

ETP breakdown by Assets and Net flows - 2015 — Morningstar Direct

% of total ETP % of total ETP Equi-weighted Capi-weighted

Assets Net Flows Average TER (%) Average TER (%)

Top 100 74% 64% 0,35% 0,26%
Remaining +1500 26% 36% 0,63% 0,46%
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La liquidité des fonds
La recherche de rendement + désintermédiation :

Les institutionnels & fonds se substituent aux banques

The Financial Markets are facing a disruption :
Infra Debt, Real Estate Debt, Munies, Corporate EuroPP Leveraged Loans, LBO Mezzanine
Hybrid Debt, Convertibles, Private Debt, CoCo’s Bond...

Net Inflows in Europe — EUR Fixed Income Categories— 2010-2015 - Morningstar
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La liquidité des fonds

Concentration sur quelques fonds : The Winner takes all

The top b has raised as much Assets as 675 Companies
The top 23 collected 50% of the Net Inflows YTD 2015
Inflows YTD 2015 by Number of Cpies (4 clusters) in €Bil in Europe — S1 2015 — Morningstar Direct

Inflows €BIil
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La liquidité des fonds
Concentration sur quelques fonds : The Winner takes all

In the Fixed Income categories, 3% of the Asset Managers concentrate 50% of the Assets

3% ou 25 societes 5% ou 379 fonds
concentrent 50% des encours concentrent 50% des encours
des fonds obligataires des fonds obligataires

97% ou 674 sociétés 95% ou 6235 fonds

July 2015 - Morningstar Direct
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La liquidité des fonds

La technologie et I'information au service des investisseurs
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La liquidité des fonds
Factor Based Asset Management :
Les professionnels ont les outils pour analyser et géerer ce risque

60%

40%-
Factor

== Valuation

— Size

= Momentum

— l.iquidit¥|

= Ownership Risk

— Financial Health

— Valuation Uncertainty
— Volatility

— Ownership Popularity
— Value Growth

= Moat

Cumulative.Premia

2004 2006 2008 2010 2012 2014
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La liquidité des fonds
Les professionnels ont les outils pour analyser et gérer ce risque

au niveau d'un titre, d'un fonds, d'un marcheé

Size and Liquidity Quartile Portfolios, 1972—-2011 - Morningstar

Low Liquidity

Micro Caps  Return
Risk

15,36%
23,77%

Small Caps ~ Return
Risk

15,30%
20,15%

Mid Caps Return
Risk

13,61%
17,91%

Large Caps  Return
Risk

11,53%
16,68%

3.83%
7,09%

High Liquidity

1,32%
6.78%

5,48%
31.21%

1,85%
28,71%

8.37%
25,75%

-7,05%
-18,97%

T “’|I=A]

Liquidity as an Investment Style
Roger G. Ibbotson, Zhiwu Chen, Daniel Y.-J. Kim, and Wendy Y. Hu

h it style. As

L i standing with sice, ol

nadicator of long-run returns. The returns

maeasiored liquidity i
n(hq-m{w are ﬂq‘ﬁmﬂy diffrent from those djhzo!hrrstyls that it s not mevely a substitute. Finally, a

lliam F. Sharpe suggested the idea of
mmun.m styles as carly as. 1975 in a
eneral paper about investment (Sharpe

751 He'later e the iden of tyle sculys
warpe 10688) and applied it to asset allocation
warpe 1992); in the latter study, Sharpe defined
ar critoria that characterize a benchmark style (1)

14,04%
16,99%

Q)"
a viable altemative,” and ) “low in cont™ The
smingstar Style Bere popularized the size versus

lue categorizations during that same year
n this article, we propose that equity liquidity
2 missing investment style that should be given
sl saning withthe sty acvpte syls o
(Banz 1981), value/growth (Basu 1977; Fama

3 French 199, 1953),and momentu?

o Dl 1950, 2001, When s ik poc-
i0s, these styles define a set of betas that can be

9.82%
-11,06%

The literature on the relationship befween
uidity and valuation in the US. equity mar-
t has grown dramatically since Amihud and
endelson (1986) used bid-ask spreads to show
2t less liquid stocks outperform mare liquid
ks> Using various measures of liquidity, other
searchers have confimad the impact of ity

stock returns. Despite this significant and
aceted body of evidence, a recent survey e
25 years of literature on the determinants of
pected stock returns found that liquidity is rarely
Juded as a control (Subrahmanyam 2010).4

7. o i profeser i e prcteof frce t
Yale Schoolof Management, Neww Haoem, Connecticn,
chairman and CIO of Zebra Capital Management,
C. Mo, Comecticn. s e i e of
ance at the Yale School of Management, New
mmecticut. Dariel Y.-J. Kim is research director and-m
pital Management, LLC, Milfod, Connecticut. Wendy
Hu is senior quantitatioe researcher at Permal Asset

5,76%
-10,80%

3.16%
-9,07%

nc., New York City.

iduna 2013

changes in valuation.

In our study, we used stock fumover, which
1o & wellsablished meseute of iquiciy that 8
negatively correlated with long-term
T ot o ooty
and Datar, Naik, and Radcliffe (1998) demon-
straed that kow-turmover ik, o everge, eams

nigh do high-
W cxamined stock Lml liplly k' bop 350

T subjected it to e b seie s
of Sharpe (1992). Our empirical findings, whi

extend and amplify the existing literature, are o
liqidity clearly meets all four criteria. In the sec-
tiors that follow, we discuss each criterion in turn.
Appendix A describes the datasets and stock uni-

verse that we used in our analysis.

Long-Term Return Comparisons
There are numerous ways to identify liquidity
Amihud and Mendelson (1986) used bid-ask
)[\I‘\ads to explain a cross section of stock returns,

Subrahmanyam uws» nsymd
u.. price impact of a unit trade m micro-
structure trading data. Amihud mﬂm developed
a metric that uses the average price impact rela-
tive to the daily trading volume of each security.
Pistor and Stambaugh (2003) demonstrated that
stock retumns vary with their sensitivity to market-
wide liquidity.

W used stock turnover as our “before the fact”
‘measure of liquidity. It is a characteristic, but it can
also be expressed as a covariance factor. Another
frequently used and readily measured liquidity
‘metric is that of Amihud (2002), though ldzorek,
Xiong, and Tbbotson (2012) showed that tum-
over exhibits greater n,-umnn power for US,
mutual fund returns. A single “perfect” measure
of liquidity s unlikely to exist: Brown, Crocker,
and Foerster (2008) found that liquidity measures
‘may encode momentum and information effects in
large-cap stocks.

Anead of Print 1

©2015 Morningstar. All Rights Reserved.

26

MORNINGSTAR



Summary

» Asset Management : Introduction
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» Conclusion

©2015 Morningstar. All Rights Reserved. MmHNlNBSTAR®



Conclusion
Et les particuliers ?
L'adaptation necessaire des passifs des produits d'épargne

Les produits en rente (PERP PERCO...)

|'épargne retraite collective

Assurance vie Euro-croissance (8 ans -> 30 ans)
Assurance vie Vie genération

vvVvyyvyy
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Conclusion
La dichotomie de l'industrie de la gestion Premium
Pas/Peu liquide
High Alpha
LTF
Fonds a echéance

Structurés
Newclits

UCITS
Strategic Beta

ETF

Low Cost
Liquide
Free Beta
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Conclusion
La transparence et la communication aux investisseurs

Solvency?, Basel 3, ESG. .. :
Des indicateurs pertinents et simples pour identifier les risques et prendre les bonnes décisions

Portfolio Holdings Analysis Change
Inventaire Evaluation Transformation
o m» e
- o @l
@ X
- m» e
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