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» Introduction — David Massias

» Regulatory Outlook — Sarah Jane Mahmud
» International IRO Insight — John Andrews
» Q&A with Matthew Martin

Sarah Jane Mahmud @SJinEurope
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» Rule Overview

» Payment Options

» Industry Dynamics

» Global Repercussions

» Short and Long Term Effects

Sarah Jane Mahmud @SJinEurope
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The Future of Investment Research Post-MiFID 1I
BI Investment Mgmt, Global Dashboard | BI »
Sarah Jane Mahmud | BIO » Ben Elliott | BIO »
. Team: Government Team: Government
‘ BI Senior Government Analyst m BI Associate
1. Investment-Research Revolution Begins as MiFID II Picks Up Steam ‘&%
04/03/17
(Bloomberg Intelligence) -- The investment-research industry will Table of Contents
be profoundly affected by the sweeping EU reform, MiFID II. Under Topics
the new regime, asset managers will need to fund external BI Event
research from their own profit and loss accounts, or via research- White Paper
payment accounts with clear audit trails. While implementation is Research Payment
scheduled for 2018, fund managers' business models are already Global Impact
being adjusted. With the asset-management industry continuing to Pricing Issues
consolidate and operate on a global basis, these changes are Key Developments
expected to resonate worldwide. Research Innovation

Sarah Jane Mahmud smahmud2@bloomberg.net @SJinEurope
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PAYMENT OPTIC

Option 1: Direct P&L Payment
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Source: “The Future of Equity Research: White Paper”

Sarah Jane Mahmud smahmud2@bloomberg.net @SJinEurope
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INDUSTRY DYN.

Future alpha generation, leveraging the wider research universe
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Sarah Jane Mahmud smahmud2@bloomberg.net @SJinEurope
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GLOBAL REPEF

» Rule applies to EU managers
» Non-EU brokers caught when serving EU clients

» Global managers and brokers may choose to adopt
a MIFID Il approach

» Regional brokers may follow suit

Sarah Jane Mahmud @SJinEurope
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. . ESMA updates : European
Pincoles: A ’"b:;‘“’ c°:‘d' m‘”‘”" Q&As - more mb:: m e SECONAUS Commission wi
WFD I based MFID I mp'?w‘?““; dealonhow "\ e o [nvestmentfims_Rule takes review impactof
proposal  rule enters g Disghd . ou  RRpR  gddmoobom s meckon  ollct  MFDBonlsied
: researchinto Directive on X MiFID llinto ESMA
PO bt nsswch P sonsllew Yo legal confict SNE equity
practice’ research

April 7, June 6, July 3,
2016 2017 017

Jan.3,

Jai 3Q14 4014 018

Jaf7 2H1T 1019

* Q8As initially published Oct 10, 2016 then updated on Dec. 16, 2016 and April 4, 2017.
Source: Bloomberg Intelligence

Sarah Jane Mahmud smahmud2@bloomberg.net @SJinEurope
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SHORT-TER

» Continued separation between trading-generated
revenues and research-service revenues

» Opening up of the content universe

» Shift from unpriced to priced research environment
» Shrinkage in overall payment for research

» Reallocation of spend among research providers
» Consolidation on buy and sell side

Sarah Jane Mahmud @SJinEurope
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LONG-TERI

» A network of new research inputs

> Innovation to deliver content in more innovative
format

» Changing research content at investment banks
» Long-tall strategies, growth in aggregators

» Stock exchanges facilitating research — ASX,
SGX, NXT and more

» Growth in issuer-sponsored research

Sarah Jane Mahmud @SJinEurope
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INVESTOR R

» Review budgets allocated to IR activity

» Support IR with more in-house resource or third-
party service providers

» Make it easier for buyside and sellside to follow
your company

» Allocate more time to strategic targeting of
Investors

Sarah Jane Mahmud @SJinEurope
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WHAT IS Bl -
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. . All Research Al Global Americas EMFA  APac
« Bloomberg Intelligence (BI) provides 1) BI: All Research Critical Themes (Click to see more) »
in-depth analysis and datasets on 1) U.S. Election 2016 - GOP Debate Wrap, 11/10/2015
industries, companies, and J) My Favorites 102) MiFID II - For The Next Generation
government, ESG, credit, economic : 103) Amszon, Cloud Peers Lead Data Center Transformat]on
.. . . ectors 14) Africa Luxury Goods Market: Full of Untapped Promise
and_ litigation fgctors that can impact 3) Communications > |15) Volkswagen Gets Hit With Second EPA Violation Notice
business decisions. 4) Consumer Discretionary > 1) Keystone Decision: Policy Watch
5 Consumer Staples >
_ _ 6] Energy ? IMost Recent | More » Analysis & Data |
* Bloomberg Intelligence research is ) Financials >J7) J.B. Hunt Consensus Sales Estimates at Bottom of Guidance Range 12:51
backed by 300+ third party data g IHedaltlz gal;e ; ig‘!g Eotells }:11 Las gegas Get aF Boo;t FrorrT\} Bii_:]-Spendi?g Convegtioneers ggg
- : : : naustria annie Mae's Guarantee Fees Boost Net Interest Income: Primer :
providers and is de"\_/ered with no buy 10) Materials >|110) Big Business Take Note, This Is Not Your Father's GOP 12:33
or sell recommendations. 11) Technology > |111) E&Ps Prepare for a 'Lower for Longer' 0il-Price Scenario Post 3Q 12:31
1) Utilities > 1)) Beazer Maintains 2B-10 View, Focused on Deleveraging: 4Q Review 12:26
13) Conventions Keep Las Vegas Hotel Capacity and Visits in Balance 12:24
* Our analyst team averages 20+ years Topics 14) Alnylam '2020" Guidance Is Tracking Ahead of Schedule: 3Q Review 12:2
of buy- and sell-side research B) Credit > |115) L'Oreal Operating Margin Stagnates on Short-Term Issues: Primer 12:06
experience ) Economics > |116) Further Utilization Drop Could Build Risk to Bank Credit Costs 12:06
. 15 Government > 1) Tod's Key Quarterly Earnings Metrics: Analyzer 12:06
16) Litigation >|18) Walgreens Capital Deployment May Hinge on Rite Aid Deal Timing 12:06
. . . . I7) ESG > 119) WEX's Margins Driven Lower by Competition, Investments: Primer 11:55
° Blis eXCIUSNEIy prowded to clients 1) U.S. Banks Further Ease Business Credit, Mostly on Price 11:51
who subscribe to the Bloomberg SpectatREportS 7 1) Upstream Squeeze in Margins, Cash Flow Rattle Cenovus: Primer 11:49
Professional Service and can be 1) Walgreens' Staggered Debt Gives Options for $5 Billion Free Cash 11:48
M Inan Comnetition Feanamy Kev ta Ranks Fasina Riisiness Credit 11:42

accessed at BI<GO>.
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Bloomberg Intelligence Research: BI<GO>
Europe: Bl EUROE<GO>

Investment Banks: Bl IBNK<GO>

Asset Managers: Bl FLOW <GO>

Look for the “Government” tab

OUTLOOK WE|
Register for Outlook webinars via http://bloomberglp.com/bi _outlooks

CONT/
Sarah Jane Mahmud: or +44 20 3525 4853
@SJinEurope
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DISCL

" The BLOOMBERG PROFESSIONAL® service and BLOOMBERG Data (the “Services”) are owned and distributed by Bloomberg
Finance L.P. (“BFLP”) in all jurisdictions other than Argentina, Bermuda, China, India, Japan, and Korea (the “BLP Countries”). BFLP
is a wholly owned subsidiary of Bloomberg L.P. (“BLP”). BLP provides BFLP with global marketing and operational support and
service for the Services and distributes the Services either directly or through a non-BFLP subsidiary in the BLP Countries. Certain
functionalities distributed via the Services are available only to sophisticated institutional investors and only where the necessary legal
clearance has been obtained. BFLP, BLP and their affiliates do not guarantee the accuracy of prices or information in the Services.
Nothing in the Services shall constitute or be construed as an offering of financial instruments by BFLP, BLP or their affiliates, or as
investment advice or recommendations by BFLP, BLP or their affiliates of an investment strategy or whether or not to “buy”, “sell” or
“hold” an investment. Information available via the Services should not be considered as information sufficient upon which to base an
investment decision. BLOOMBERG, BLOOMBERG PROFESSIONAL, BLOOMBERG MARKETS, BLOOMBERG NEWS,
BLOOMBERG ANYWHERE, BLOOMBERG TRADEBOOK, BLOOMBERG TELEVISION, BLOOMBERG RADIO, BLOOMBERG
PRESS and BLOOMBERG.COM are trademarks and service marks of BFLP, a Delaware limited partnership, or its subsidiaries. ©
2017 Bloomberg Finance L.P. All rights reserved. This document and its contents may not be forwarded or redistributed without the
prior consent of Bloomberg.

= Bloomberg Intelligence is a service provided by Bloomberg Finance L.P. and its affiliates. Bloomberg Intelligence shall not constitute,
nor be construed as, investment advice or investment recommendations (i.e., recommendations as to whether or not to “buy”, “sell’,
“hold”, or to enter or not to enter into any other transaction involving any specific interest) or a recommendation as to an investment or
other strategy. No aspect of the Bloomberg Intelligence function is based on the consideration of a customer's individual
circumstances. Bloomberg Intelligence should not be considered as information sufficient upon which to base an investment decision.

You should determine on your own whether you agree with Bloomberg Intelligence.

= Bloomberg Intelligence is offered where the necessary legal clearances have been obtained. Bloomberg Intelligence should not be
construed as tax or accounting advice or as a service designed to facilitate any Bloomberg Intelligence subscriber's complian ce with
its tax, accounting, or other legal obligations. Employees involved in Bloomberg Intelligence may hold positions in the securities
analyzed or discussed on Bloomberg Intelligence.
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