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Introduction

$750

504

B | | I | on $2.2 Trillion by 2020

*k*

*CIBC Economics “In Focus”, June 2016
** Businesslnsider.com (Andrew Meola, June 10, 2016)
*** PwC Research and Analysis, 2014
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Introduction

$750

Billion
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Projected Canadian
inter-generational
transfer of wealth

-

over the next 10
years
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Introduction

86%

$2.2 Trillion by 2020

e

Projected annual
growth of Robo-
Advisors in next 5
years in US
(US: $2.2 trillion)

- v

BMO e Global Asset Management



Introduction

BMO 9 Global Asset Management

1/4

/Potential number of
mutual fund and
dual licensed
Advisors who will
be affected by
regulatory change
over next 5to 10

\ years /
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Our World is Changing....

ﬂustomer Evolution Digital Evolution Regulatory Evolutiorm

/“New Generation”\ / Rise of Digital /\ / Regulatory and \

Wealth Online Advice Industry impacts

P8¢

RGN d lqi/ Riliif
S

POBUN

RISK or OPPORTUNITY? /

How are YOU preparing your business for
Success in the next 5 years?
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Customer Evolution ‘ ”1\
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Advisors Currently Target Canada’s “90/20” wealth
demographic

Canada’s Wealth Distribution

Population Distribution

(% of Of
Households) Wealth

-- Mass Market (less than $100k)
I Mass Affluent (between $100k to $500k)

(I Affluent (between $500k to $1M)
B High Net Worth (over $1M)

Current Robo-Advisor Focus

Current Advisor Focus

Statistical Source: CIBC Economics 2016, Investor Economics Research, 2014
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Significant opportunities with Millennials

Household Wealth Within 10 Years:

Mass Market

(< $100k)
Assets: $320 Billion

Mass Affluent

($100k - $500K) $75O Billion

Assets: $408 Billion

Millennials

Wealth Transfer
Affluent

($500k - $1M)
Assets: $444 Billion (Gen X & Gen Y)

High Net Worth
(> $1M)
Assets: $1.9 Trillion

Statistical Source: Investor Economics Research, 2014
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With different behaviours and expectations

Millennials: Individuals
born between 1980 and

1995 (currently between
21 and 36 years old)

4 7\

Millennials

- J

Mass Market

(< $100K)

Mass Affluent

($100K - $500K)

BMO e Global Asset Management

Behaviours

Preferences

Expectations

"« Cautious / Skeptical

e Conservative

~ « More control of/access to
investments
« Goals Based Investing
« Multiple sources / influences

---------------------------------------------------------------------------------------------

"« Choice of channel experience
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Assets in Mutual Funds that Invest Exclusively in
ETFS* in milions of dollars

Number of funds

$9,089

$8,719

Dec 2013 Dec 2014 Dec 2015 Sep 2016 Dec 2016

*Includes both Canadian-listed and U.S.-listed ETFs.
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Steps you can take to build your Millennial business

How We Can Help

BMO GAM offers a array of industry leading
investment solutions that is , including:

Provide low cost,
Investment solutions
geared for Millennial /
Mass Market and S/
Mass Affluent
segments

« BMO ETF's and ETF Model Portfolios
 BMO “F-Class” Mutual Funds

BMO
insinite

/Report
Research, develop -
and implement ke
: P Y BMO GAM'’s research paper — Getting ahead:
ideas for developlng ) The financial challenges
“Gettlng Ahead: for Generations X and Y

successful multi-
generational (e.g. /
Gen X & GenY)
relationships.

Financial Challenges
For Gen X and Y”

it

il
itl
}

T
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Digital Evolution

BMO M Global Asset Management




The Canadian Distribution Landscape in Context

Assets in billions of dollars as of December 2015

$3 75

TRILLION

~ $363

Private
wealth

Full-service brokerage

Direct 5799 Branch

Branch direct advice

Advice

1,500 Distributors

Branch delivery _

140,000 Advisors

Source : Insight Advisory Service, June 2016.

BMO 9 Global Asset Management
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The Evolution of “Robo”-Advisor

/ Canada’s Leading Robo Advisors \
2014 May Jun  AugSep Nov291'5 Jun Oct 29]\'6 Jan
O VY vVVY v 7 v v N~y
K"Share PORTFOLIOIQ @ Invisor BMO SmartFolio
Wealthsimple WEALTHEAR =11 ModernAduvisor
\’“ Nest Wealth Advisors+ /
/ Projected Robo Advisor $8.1 \
Growth - Global & US |

(in $ trillions) Trillion

Global Annual

mUS »mGlobal Growth Rate: $2.2
100% to 250% -
Trillion

US CAGR 68%

\2016 2017 2018 2019 2020 /

Statistical Source: Business Insider (Bl Intelligence), 2016
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The Evolution of the Digital Advisor

* Financial Advisor models are being transformed due to digital

disruption
O » © » ©

a traditional, a transitional advisor a ‘social’ advisor

relationship-based who is becoming more embedded in the social

advisor who elects digitally enabled (multi- network of investors and

not to adopt digital channel), by providing engaged with clients
very basic online (online, mobile) and in
experiences (email and their day-to-day
website) with clients and activities — examples:
in their day-to-day
activities e Garth Turner

 Dan Bortolotti

Which model best describes your practice today?
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Being Competitive in the Digital Evolution —
The “Social Advisor”

5 million out of 10

Customers willing
e testweas  RRRRR v
) ) Advisor within their
lY’Y.I’Y.T’I‘ sc_;ma! med_|a to help Social network after
W'th. f!nanmal a online good
decisions experience
v] flin

2 ot 3

Online consumers’
purchase decisions
are influenced by
their friends’ social
media posts

High Net Worth
. investors prefer to
“ use electronic media
with advisors

Statistical Source: PwC Research, 2013 & 2014
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The “Social” Advisor — Key to Growing Assets

Avg. Age / Yrs. Exp. / AUM

% of Advisors — Active
Users

% New Business
Generated

Primary Usage / Function

Average Asset Gain

Source: 2016 Putnam Investments survey

BMO 9 Global Asset Management

42 | 9yrs | $95M

42%

64%

Relationship
Building
Research
Thought
Leadership

$3.8M

in

35/ 10yrs / $84M BZEENONANYLY/

Relationship  FORRETel] ol=leiilalo]
Building

e Referrals

Branding

e Promotion

$4.8M
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Key Actions & Recommendations

How We Can Help

Develop and . |
. . The social
implement effective advisor's quide |
Social Media plan B canndan ., -

_ all-star LinkedIn
to: profile

Work with you
on LinkedIn

_/| application and
strategy training.

 identify, validate
and generate
leads / referrals

« enhance
existing client
relationships

48 )
i il
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How are Funds Held—Shift to Fee-base
ACC6|eratI ng Practice mix of funds, total funds in billions of dollars

2011

Advisor managed

Fee-based 3%  Discretionary
brokerage wraps
11% | 1%

Transaction-based
86%

$185 B

BMO 9 Global Asset Management

2016
Advisor Discretionary
managed wraps
9% 2%

Fee-based
brokerage
22%

Transaction-

based
67%

$283 B

Retail Brokerage and Distribution, Summer 2016.
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Regulatory and Industry Pressures Impacting

Advisors today

-

yF v

/III
Revenue

Targets

\_

0
Y

(e )
6
N

<

<>
I

Embedded

Fees

~

$1.1 Trillion

Equity and Balanced Funds
AUM as of Sept 2016

050%

Equity & Balanced funds
paying at least 1% in trailer
fees for front-end and no-load

options -

J

1/4

Potential estimated reduction
of number of licensed
Advisors AND number of
clients/households per Advisor
if embedded fees were to be

eliminated /

Statistical Source: PwC Analysis, Investor Economics Research 2014 & 2015, IFIC statistics 2016

BMO 9 Global Asset Management
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Reqgulatory and Industry Pressures — How Advisors
are Responding

G\/Linkedm Building Referrals & Center of

Influence via social Media

Acquisition

@leu
o Jd

TRANSFORMATION

Acquiring Books of Business
from Retiring or Transitioning Advisors

Transforming their business model

to proactively respond to evolving customer needs
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Key Considerations For Acquiring a Book of
Business

Acquisition

e
ocial Networking & Digital Capabilities
eam — Understand Fit and Impacts
cquisition - Client demographic
eferrals and Centers of Influence network
ransition and Succession Plan

BMO 9 Global Asset Management

5 areas to assess and validate:
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Transform Your Practice

Advisor Business Model Evolution

1980’s / 1990’s

Level of Advice

Hybrid
Planner

Combination of
transactional and
financial planning

(e.g. investment and
retirement planning)

BMO 9 Global Asset Management

1990’s / 2000’s

Financial
Planner

In depth financial

analysis and plan of
clients assets and
liabilities, tax and

insurance

2010’s / 2020’s

Wealth Manager

Comprehensive, holistic
wealth management
program (including
business planning, trust
/ estate planning and
charitable giving)

25



Key Actions & Recommendations

How We Can Help

|dentify BMO GAM wholesale teams can assist Advisors
opportunities to looking to acquire businesses by consulting and
acquire Advisors | -/| assessing opportunities within their existing

books of business Advisor networks

BMO GAM offers a array of industry leading

Develop or . . . .
P y investment solutions well suited for Advisors
Increase “wealth . ) : .
! looking to build and improve their wealth
management

o managemen ilities:
specialization or | /| Manademe t capabilities

disciplines into

your practice « BMO Mutual Fund Model Portfolios

 BMO ETF Model Portfolios
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Partnering with BMO GAM

v Customized, responsive,
outcome-oriented
solutions to meet your
clients needs

Advisor v Trusted, like-minded
Partners to help you raise
your game

Centric

v Access to leading Global
solutions and expertise

BMO 9 Global Asset Management 27
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