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Introduction

North American wealth management firms, facing new challenges and looking for solutions, present a
tremendous business opportunity. Mi cr os of t 6 s Aldbuilt a Office, BliameRoiitp SQband Microsoft
CRM i coupled with Salentica Wealth Management modules effectively address the demands of the market.

This paper helps define the market and its requirements, so that Microsoft account teams and software
specialists can proactively identify opportunities within their client base and drive Microsoft product stack in
conjunction with Microsoft Gold Certified Partner Salentica Systems Inc.

Market Profile
Todayoés wealth management maperlammum. iIt€omprises thieensggments, eachk er 5. 59
with its own requirements, and generally defined as:

Ultra High Net Worth: Covering about 875,000 individuals in the US with investable assets greater
than $50 million, this group is served by private wealth management firms, private banking divisions of
large financial institutions and family offices. The latter provide a host of services, including wealth
management, legal, accounting and financial reporting services

High Net Worth:  Clients with over $1 million in investable assets, about 8.76 million individuals, are
served by private wealth management firms and retail brokers

Mass Affluent:  About 60 million Americans have investable assets of less than $1 million and are
served by a variety of channels including retail brokers and mutual funds

An unprecedented increase in investable assets is creating more opportunities in the wealth management
market than simple demographic growth would reflect. This is because:

V By 2010, an estimated $500 billion in assets will move from employer pension plans, currently managed
by institutional managers, to IRAs

V  Baby boomers, all 76 million of them, are moving into retirement and looking for additional financial
services, including wealth management, trust and estate planning

V A massive transfer of assets is occurring from the Depression-era generation to baby boomers, who will
favour more active and complex equity investments than the passive income producing assets of their
parents.
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Wealth Management Market Players

- Mutual Funds
-Structured Products

- Pooled Funds

- Insurance

. Alternative Investments
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Asset Manufacturers:  These firms produce financial products that are distributed through wealth
management firms or directly to the client. Assets are managed by professional portfolio managers.
This group produces hedge funds which have grown rapidly as portfolio managers use alternative
investments such as options or short sales to gain market efficiency. Asset manufacturers are the
primary users of the trading and HPC technologies used by the Buy Side.

Wealth Firms:  These companies target the Ultra High Net Worth and High Net Worth investor.
Assets are normally managed on a discretionary basis in that the portfolio manager, not the client,
determines the specific holdings. Firms may create their own portfolios, or distribute products from an
Asset Manufacturer. People working for a wealth firm are generally employees or partners.

Brokers: Serving the mass affluent, retail brokers manage on a non discretionary basis where the
client directs trading decisions for standard brokerage accounts. In the last 10 years, there has been a
large movement to Separately Management Accounts (SMA) or WRAP accounts. These are portfolios of
securities that are managed by an Asset Manufacturer or Wealth Management firm, with the advisor
providing recommendations on asset mix. These accounts charge fees based on Assets Under
Management (AUM), rather than commissions on trades, providing more dependable and recurring
revenue for the firm (less affected by market downturns).

An integrated financial services firm, such as a large bank, will have all three segments that compete for the
same client. A client may also deal with all three areas through the purchase of bank mutual funds, a retail
trading account and a private wealth relationship for discretionary accounts.

The target market for Microsoftds Advisor Platform
Management firms.
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A recent Microsoft Round Table for wealth management firms, attended by 35 senior advisors, surfaced the
following issues within the market:

| t 6 peopde business : Client service is paramount as it leads to long-term retention.

Performance is generally not a differentiator . It is difficult to consistently beat the market over the long
term. This is one reason for the growth in Exchange Traded Funds (ETFs) that track to specific exchange
returns and offer low management fees. Wealth managers are using hedge funds to enhance performance, but
this is typically only a small component of the total portfolio.

Compliance is critical : Firms must understand household relationships as well as centers of influence such
as legal or account professionals. To ensure they are acting in line with the client& direction, advisor team
members must have effective communication and reporting on key client interactions.

Profitability needs to grow , ho matter what the markets are doing . Separately managed accounts,
where the firm earns a fee for assets under management, provide more predictable revenue. Client turnover is
reduced because moving an account generally triggers capital gains through the required liquidation of
holdings, and firms can add client differentiating services such as client statements or financial planning.

Aggregation of a hso Thiserallds théaslvisar ossee all the holdings and more effectively
manage. However, the assets may exist in multiple, disparate systems that are not linked. A large financial
institution may have three or more divisions competing for the same assets and may not be set up to share
information within the firm, or data sharing may be prohibited by regulations.

Resource sh ortfall of qualified advisors : This is seen as the biggest challenge for growing firms. As assets
for management rapidly expand, a shortfall of advisors will drive up compensation and limit growth for many
firms. For their part, advisors will be attracted to firms that offer technology that contributes to their success.
So the industry considers investments in technology as tAe solution to drive new efficiencies and attract and
retain top talent.

Technology Considerations

What technology solutions will appeal to this market? Those that can help firms manage client relationships,
comply with regulations and achieve greater efficiencyé T h thatare familiar and easy to use so that
adoption is fast and pervasive.

Welcome to the Big Opportunity. In most cases, the desktop solution that advisors are most familiar with is

Office and specifically, Outlook. Meanwhile, the Microsoft CRM has become a major player in the CRM market

with high rankings from leading research firms. Today there are over 11,000 customers worldwide including

some of North Americads | ea ticrosdft taols, antludihg the MicrasgfeChid, are f i r ms
therefore seen as a logical choice by many wealth management firms. They also perceive Microsoft as the only

vendor that can provide all the components, out-of-the-box integration and ongoing support.
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Despite the opportunity, there is also significant competition among a host of vendors in the wealth
management market. The market will reward those vendors that demonstrate the following differentiators:

A Out-of-the-box functionality

A Deep product and domain knowledge of the wealth management industry
A Atrack record with client references
A

Choices in deployment, including on-premise and hosted. Many large enterprise firms are moving to
the hosted option to speed implementation and capture market share more quickly. A hosted offering
can also provide cost savings.

Microsoft Advisor Platform & Salentica Modules

The needs of wealth management firms can drive a significant stack of Microsoft license revenue. This includes
SQL, Windows Server, Office, SharePoint, Biztalk and Microsoft CRM. Salentica provides the wealth
management components that extend the core Microsoft CRM and provide the out-of-the-box functionality
wealth management firms are seeking.
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Next Steps

The financial services industry is large, complex and differentiated in its terms and requirements. Fortunately,
Microsoft Account Executives and their Solution Specialist teams have a wealth of resources to draw on to help
delineate an appropriate solution. These include district, national and worldwide Advisor Platform resources
along with the partner eco system. The partner team can provide all the backup information required, as well
as case studies and references to demonstrate capabilities.
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The first step, however, is to identify the client pain. With the above market information, Microsoft specialists
can confidently approach wealth management firms, understand their issues and draw on appropriate
resources.

About Salentica Systems

Salentica was founded in 1997 and is a Gold Certified Microsoft partner and a member of the Advisor Platform
initiative. With a razor sharp focus on the wealth management industry, Salentica has delivered solutions to
more than 60 financial services clients, from small boutiques to large scale implementations. Salentica Advisor
Desk is built with the Microsoft Dynamics CRM and is designed to help wealth management companies track
and manage key information and processes, including workflow and Know Your Client activities. Salentica
solutions are differentiated by their ease of use and facility for managing internal and external parties.
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