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HONG KONG’S WEALTH POOL IS VAST; 50% OF AUM IS RETAIL / CORE AFF.

AuM' of Wealth Management
Hong Kong, 2016-22, HKD Trillion
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'Assets Under Management; 2Numbers may not add up to 100% due to rounding; 3High Net Worth Individuals; Ultra High Net Worth Individuals;
Source: Hong Kong Securities and Futures Commission (“HKSFC”), SCMP, KPMG, Standard Chartered, Knight Frank, Quinlan & Associates analysis
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MASS RETAIL
<USD 1m AuM

CORE AFFLUENT
USD 1-5m AuM

HNWIs?
USD 5-30m AuM

UHNWIs*
>USD 30m AuM




CUSTOMERS ARE DEMANDING DIGITALLY-ENABLED SERVICES...

Investor Type Product / Service Requirements Channel Preference

MASS RETAIL » Non-complex products .
Hybrid
<USD 1m AuM » Low-touch service !
Physical
Digital
CORE AFFLUENT » Non-complex and complex products .
. . Hybrid | 38
USD 1-5m AuM ™  High-touch service o
Physical
Digital
HNWIs / UHNWIs « All above + other alternative investments _
7 yoris |

>USD 5m AuM High-touch service

Physical

Source: Insider Intelligence, Investor and Financial Education Council, KPMG, SCMP, Standard Chartered, Quinlan & Associates analysis




...BUT WEALTHTECH ADOPTION IN HONG KONG IS STILL LAGGING

CUSTOMER CUSTOMER CUSTOMER
ACQUISITION MONETISATION MAINTENANCE

Target Identification / Shortlisting Product Development Queries Management

Lead Generation Execution Management Ongoing Relationship Management
Risk Profiling Risk Management Investor Relations

Customer Onboarding Fee pricing Ongoing Surveillance & Monitoring

Adoptlon 33% 44% 33% 48% 34% 47%
Status

Description

- Yes, Already Adopted In Progress - Not Adopted

Source: Hong Kong Monetary Authority (‘HKMA”), KPMG, Quinlan & Associates analysis




TRADITIONAL PROPOSITIONS ARE BEING CHALLENGED

| G SELF DIRECTED MODEL

TRADITIONAL OFFLINE BROKERS

Brokers that rely primarily on offline channels
(i.e. RMs), though some offer digital platforms

DISCOUNT ONLINE BROKERS
Brokers that offer a seamless, low-cost
digital user experience to retail investors

Source: Quinlan & Associates analysis
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GUIDED DISCRETIONARY MODEL —e

HUMAN ADVISORS

Traditional human advisors who provide a full
suite of investment advisory services in person

DIGITALLY-ENABLED HUMAN ADVISORS

Technology-aided advisors who use certain
technologies to offer financial advice to clients

ROBO-ADVISORS

All investment services for clients delivered
via algorithms, with minimal human supervision

0
o
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LOCAL BROKERAGE MARGINS ARE FACING ONGOING COMPRESSION

Commission Income Il Net Securities Commission Income
2007-23E", HKD Billion —— Turnover of the Securities Market (Average Daily)
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*FY 2023 data estimated based on annualised commission income reported as of June 2023
Source: HKSFC, The Stock Exchange of Hong Kong Limited (“HKEX”), Quinlan & Associates analysis




MORE TRADITIONAL BROKERS ARE STRUGGLING TO STAY AFLOAT

Number of SEHK Participant Resignations’
2017-23 YTD, #
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"Only select logos which were available and could fit are showcased
Source: HKEX, SCMP, Quinlan & Associates analysis



DISCOUNT ONLINE BROKERS ARE RAPIDLY TAKING MARKET SHARE

Online Channel Usage (Retail Securities Trading) Online Trading Providers Client Balance’
%, 2017-23 Hong Kong Stocks Securities Account 2020-23E, HKD billion
100% Minimum  Internet Trade 200
Company Commission Commission
= 164
S FUTU 0 HKD 0 bps
(&)
87% o
Webull
84% i =/ Webu 0 HKD 0 bps
80% % SAXO 18 HKD 5 bps 100 10
74% S foleractive 18 HKD 8 bps
=
65/ z e 50HKD 20 bps
=
2 @EALES 100HKD  25bps
60% . 0
2017 2019 2021 2023 2020 2023E

"The 2023 figure is an estimate based on the total client asset balance for Futu Securities Hong Kong reported in 2020
Source: Investor and Financial Education Council (‘IFEC”), Broker websites, Quinlan & Associates analysis



GUIDED WEALTH MODELS ARE ALSO UNDER PRESSURE

SCALABILITY EMPOWERMENT
(mmm— Poor ynit economics ———) <4mmm—— Ncx-gen clients expecting a more streamlined  — )
and personalisation and digitally-enabled / personalised experience
100
HSBC

Premier

§ %f PICTET JPMorgan
Julius Bar goldman
achs
’ . UHNW
1 million 5 million 30 million

AuM (USD)

Source: Quinlan & Associates analysis




ADVANCED WEALTHTECH SOLUTIONS ARE YET TO BE DEPLOYED

Wealthtech Solutions Availability Solution Availability (2023)

Portfolio statement view and interactions e Y
Investment suitability checks and disclosures I 5
Proactive alerts for market events I 30%

) Proactive alerts for choice in relation to voluntary corporate actions I 270

B Account opening and / or KYC support I 24%

<] Personalisation of the customer account I 24%

Portfolio construction, rebalancing, and financial planning simulation tools | SN 18%

Portfolio consolidation across other booking centers I 18%

IE| Financial goal advice planning I 15%

¥ Chatbot I 12%

a Al-driven personalised investment recommendations B 3%

Source: KPMG, Quinlan & Associates analysis




WEALTHTECH CAPABILITIES CAN BE GAINED THROUGH THREE MODELS
2 30

BUY BUILD PARTNER
camee. | SOF 338 S Bank: Golvealth Mrens rauaTiecen

Ql% UBS  uBSPartner € Bk MEH 1T ¥ AQUMON
NonHK — JEMorgan Nutmeg.  Vanguard' Digital Advisor =DBS ' QUANTIFEED
xamples
Scézggg L] Ameritrade ggggg Intelligent Portfolios Rabobank $ i eshon

Source: Company websites, Quinlan & Associates analysis




HONG KONG HAS RICH ECOSYSTEM OF B2B WEALTHTECH PROVIDERS

m WEALTHTECH PROVIDERS
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Source: Company websites, Quinlan & Associates analysis




HONG KONG’S ROBO-ADVISORY MARKET HAS BEEN GROWING FAST

Robo-Advisors AuM
CAGR: 105%

2016-22, HKD Billion
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2016 2017 2018 2019 2020 2021 2022

ggz;‘;"‘e’ 19,000 52,000 113,000 191,000 274,000 347,000

Source: Aggregated estimate based on Robo-advisor websites and disclosures, Quinlan & Associates analysis




RETAIL CUSTOMERS ARE SITTING ON HKD 7.7 TRILLION IN DEPOSITS...

Retail Deposit with Licensed Banks’ I Time Deposits
2020-23 (September 2023), HKD Trillion B  Savings Deposits

I Demand Deposits

1.7

2020 2021 2022 2023

‘Estimated based on the proportion of personal / retail deposits to overall deposits held at top 10 largest banking institutions in Hong Kong, averaging to 49%
Source: HKMA, Quinlan & Associates analysis



...AND COMPETITION FOR THESE BALANCES IS RAPIDLY HEATING UP

TRADITIONAL BANKS

HAE | B
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VIRTUAL BANKS

FOCUSED ¢=sssssm CUSTOMER FOCUS =) ALL

o Incumbents o New-age Players ‘ Strategic Push

ASSET MANAGEMENT FIRMS

ST. JAMES'S PLACE
WEAITH MANAGEMENT

Offer robo-advisory services
to meet mass retail needs

Vanguard'

Better serve clients by offering a
more digital proposition and / or
digitally-enabling human advisors

.
Amundi

INDEPENDENT ROBO-ADVISORS

Endowus
Y& AQUMON

DIGITAL WEALTH
Syfe

Offer guided services at attractive
fees, disrupting traditional RM
models

MANAGEMENT

ONLINE BROKERS

SofFi

N

QUESTRADE

Z Expand wealth offerings to
meet mass retail needs

Z Provide self-directed trading

services under a low-to-zero
commission fee

GENERALIST

Source: Company websites, Quinlan & Associates analysis
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https://netorg756682.sharepoint.com/sites/QA/Shared%20Documents/5.%20Templates/Visual%20Template%20Compliation.pptx?web=1

SELF-DIRECTED AND DISCRETIONARY OFFERINGS ARE ALSO COALESCING

Industry players are consolidating retail brokerage
and robo-advisory services, creating a one-stop-
shop investment platform for their users

Expansion into Robo-advisory services by Brokers

CONSOLIDATED SoF' §§§® SAXO

DIGITAL BROKERS | BGGEILIZERY | ROBO-ADVISORS B INVESTED

v" Low User Acquisition Cost % High User Acquisition Cost o _ _
% Low User Activation Rate v" High User Activation Rate Expansion into Brokerage Services by Robo-advisors

from Morgan Stanley

Source: Company websites, Quinlan & Associates analysis




KEY CONSIDERATIONS

CUSTOMER * Mass retail
 Core affluent
(Q) SEGMENT « HNWI / UHNWI
(>}
SERVICE SERVICE * Digitally-enabled RMs
MODEL « Online brokerage
MODEL * Guided robo-advisory

PRODUCT/ SERVICE ~ : Smleproducts
PRODUCT / SERVICE OPERATIONAL OFFERINGS plex p

OFFERINGS || ENABLERS " Value-added services

+ IT infrastruct
OPERATIONAL . BZ'S ;Srt;frsur:ﬁ)

ENABLERS * Capital requirements

Source: Quinlan & Associates analysis
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STRATEGY WITH A DIFFERENCE

Copyright © 2023 Quinlan & Associates.

All rights reserved. This report may not be distributed, in whole or in part,
without the express written consent of Quinlan & Associates. Quinlan &
Associates accepts no liability whatsoever for the actions of third parties in this
respect.

The information and opinions in this report were prepared by Quinlan &
Associates. This report is not financial or investment advice and should not be
relied upon for such advice or as a substitute for professional accounting, tax,
legal or financial advice. Quinlan & Associates has made every effort to use
reliable, up-to-date and comprehensive information and analysis in this report,
but all information is provided without warranty of any kind, express or implied.

Quinlan & Associates disclaims any responsibility to update the information or
conclusions in this report. Quinlan & Associates accepts no liability for any loss
arising from any action taken or refrained from as a result of information
contained in this report or any reports or sources of information referred to
herein, or for any consequential, special or similar damages even if advised of
the possibility of such damages. This report is not an offer to buy or sell
securities or a solicitation of an offer to buy or sell securities.

Website www.quinlanandassociates.com

Email enquiries@quinlanandassociates.com

Telephone  (+852) 2618 5000

Address Level 20, One International Finance Centre
1 Harbour View Street, Central

Hong Kong SAR
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