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Introduction




Our mission and core values

|23 Belief in models
Long-term o
. . ~0O~
relationships -

We enable people to Continuous innovation

manage the complexity
of investment decision
making

Personal initiative and
helping each other

@ Independent and reliable

01_"{'1_' @
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“Wealth managers — like their clients —are facing a complex
and uncertain world. Economic and geopolitical instability is
heightened, investment strategies are evolving at pace and
industry practices are being rapidly transformed by
technology.”
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Parameters

Profile

2,600

investors

Wealth segments (assets)
UHNW USS30m+ Millennials

Age
21-41 years

VHNW USS5m-US$29.9m Gen X

42-57 years

HNW USS1m-USS4.9m Baby Boomers

58+ years

Affluent USS$S250k-USS0.9m

Varied respondents based on the following categories:
Education, occupation, risk tolerence, behavioral and
psychographic profiles

4

geographies
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Perceived complexity has dramatically increased

Complexity in the
last two years

My investing needs 45% 43% 12%
Managing my wealth 40%
Financial planning for retirement 34% 50% 16%
Financial planning for inheritance/ 31% 53% 16%

wealth transfer

0% 25% 50% 5% 100%

Percentage of clients

—— More complex m— Same — | ess complex

| | -
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Clients seek more advice & through newer channels

Clients looking
for more advice

Current use of product(s) by clients

Digital :
assets/ I Individual
crypto  Alternative | Commercial Asset/  financial Brokerage
trading investment, Family or retall FuII service Private fund advisory firm/
platform firm | _office er firm |latform  Annuity Other

Investment
services

i

i0

A44% 46% 44% 43% 42% 38% 40% 24%
planning

1
| I
. | 1
! 1

Banking and
insurance
services

Types pf services

) _I;_r\;\u_er_p;;de_rs; - _I J | Traditional providers/ For bOth InveStment SerViceS
asset classes asset classes and Financial Planning

—_—_— | clients are seeking more

S advice than before
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44% of clients plan to move assets in three years

Percentage of clients who plan
to switch, move or add new
providers in the next three years

A44%

of clients plan to

add a new provider,
switch or move some
proportion of assets

Percentage of clients

= Switching by closing a relationship with
one provider and moving assets to another

== Moving a portion of money from
one provider to another

= Adding a new provider

mmm Mone
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in the next three years.

Percentage of portfolio

— 0%-25%

Proportion of portfolio that clients
are planning to switch or move in
the next three years

Millennial investors are more than
twice as likely to switch (73%) than
Boomers (29%)



Monitoring goals becomes increasingly important

Financial activities
most important
to clients

Monitoring and reviewing progress
to goals

o
¥
‘ |

Creating and maintaining financial plan

Advice on how external variables 76%

impact plan

Discussing how values are reflected
in and impact the plan

Creating a holistic plan using data
from other providers

0% 25% 0% 75% 100%

Percentage of clients

Client indicated very important or
important activities
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Factors influencing the market infrastructure industry

MW Positive impact B Negative impact m Mixed impact

The growth of
specialized providers

Digital assets

Tokenization of
financial markets

il

-

Lo

L A

Increasing
customer demand
for end-to-end services Digitization
. Carbon trading
Regulatory focus on
Interest rates market data pricing

el

(=

e

=

- m

T+1 settlement
. Push for cost
] transparency
Heightened

et reporting

o requirements

@
=

o
=

Near term Timing

Source: Deloitte Center for Financial Services analysis.
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Developments Authority Financial Markets (NL)
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MIFIDII, Europees, AFM FCA

Correct & complete information of
Investors

Realistic risk and return assumptions
ESG

Data quality



\

Client Conference 2023 - Goal Based Planning

Deliver good outcomes & avoid foreseeable harm (UK)

The Consumer Duty

Consumer Principle
— A firm must act to deliver good outcomes for retail clients.

Cross-cutting Rules

A firm must:

— Act in good faith towards retail customers

— Avoid foreseeable harm to retail customers

— Enable and support retail customers to pursue their financial objective

Four Qutcomes

Key elements of the firm-consumer relationship

1. Products and services 3. Consumer understanding
2. Price and value 4. Consumer support




What we do & who we are

We enable people to manage the complexity
of investment decision making

Ortec Finance is a global technology
and solutions provider

/
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Mentimeter
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The questions we ask determine a risk profile on:

Client-level
Product-level
The difference is not clear to me

orT-C
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Are ‘other’ assets taken into account when determining a risk profile of
an investment portfolio?

Yes, other assets at own bank / organization
Yes, also other assets at other banks / organizations
No

orT-C

FINANCE
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How do you use ‘goals’ when determining a risk profile?
When answering, look at the most complex situation.

1 account, 1 goal
1 account, multiple goals
Multiple accounts, multiple goals

orT-C

FINANCE
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We inventorize the risk-questions in the following way:

With advisor, without questionnaire
With advisor, with questionnaire
Online/digital, with questionnaire
Other

Client Conference 2023 - Goal Based Planning
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Is data exchanged between systems in which the investment decisions are
made? For example, CRM systems, OPAL and portfolio management
systems?

Yes, between all (relevant) systems
Partially
No, we enter the data manually

orT-C

FINANCE
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Research Papers




Market situation, research implementation Suitability

~ Pan-European Research:
| How is Investor Protection
(MiFID 1) implemented?

European practices around suitability

121 | Tom Loonen & Ronald Janssen

25 private banks in
10 european countries
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Inconsistent risk profiles within pan-European private banks:
Insufficient transparency for retail investors

Doata:

ABSTRACT

The hlarkets in Financial Instruments Directive (L-EFD}mustpmenremil irvestors andin-:rme
rizk ransparency. To disclose and mitgate Dvestment righs affeg
risk profiles. Through a scenario-based caze smdy, we demonsg

adjusted renums and volatlity, thesenskpmﬁluut’pm—
differ. Even thogh MIFID s not subject to bandwidgreczidSt

T 0 e mﬂ::mn.‘agail!pr:tatlnm
= Wyprtinle: of twelve pan-European private
:. % grahalancing srategies: buy-amd-hold, vearly
als My ig®hact of broader bandwidths in the rebalancing
"F a4 retum for imvestors dus to greater fardbiliy in

ﬁepmhﬂpmmmhmhmalﬂufmmm
and doses not contribute to ivestor protection amvisazed by MEFID.

Keywords: MiFID I1, risk profill, Sharpe ratio, volatiliry, private barking, bandwidth

JEL: GI1, G218
Highlizghts
#  Due to different swategic asset allocations and partfolie weights, rizk profiles nsed by pan-
Eurogesn privata banks sve inconsistent i tenms of risk-adjusted refums and volatility.
# The rick profiles uzed by pan-European private havks are inconsistent in terms of risk,
mezzurad 35 volatility. This iz due to the diferences in the waight of riskier asets, like
equity, in the portfalio.
» The impact of wider bandwidths of riskier assets in a rebalancing strategy makes it more
difficult to mamage the expectations of investors becauze both expacted risk end retum czn

differ sismificantly. Even more so as retail investors have often insufficient understanding
of mvesament-related information. The same seams to apply for mandated disclaimers.



Intake KC & digitization

Insight into the expected number of objectives of an investor
=> Everybody has one or more financial objectives!

| | ORT-C
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Quality riskprofiling & suitability

Different approaches to determine ability to bear losses

4450
24%
20%
I :

Qualitative approach, open Quantitative approach on Quantative approach on Quantative approach on
questions portfolio level (percentage  investor / chient level based on investor [ chent level based on
loss) all aszets financial plan
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Quality riskprofiling & suitability

Different approaches to determine ability to bear losses

Product
approach

2%

Qualitative approach, open Quantitative approach on Quantative approach on Quantative approach on
questions portfolio level (percentage il investor [/ chient level based on investor / cient level based on
loss) all assets financial plan
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Quality riskprofiling & suitability

Different approaches to determine ability to bear losses

Product Client
approach approach

20%a

Qualitative approach, open Quantitative approach on Quantative approach on Quantative approach on
questions portfolio level (percentage il investor / chent level based on investor f chent level based on
loss) all assets financial plan

| | ORT-C
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Risk management

Approaches to monitor risk of portfolios and objectives

Within Value at risk Volatility, Probability of
bandwith of standard goals
assetcategory deviation

ORT-C (7
F I-':\f ANCE @
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Different stages in riskprofiling

1 Product approach Holistic client approach Hors o
100%
80%
60%
40%
20% l
0% L g,

Question-
naire
one account
& one goal

| | ~
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Different stages in riskprofiling

w5 5
— ?ﬁi@g

1 Product approach Holistic client approach Hors o
100%
80%
60%
40%
20% I
0% L g,

Question-
naire +
personal

Question-
naire
one account
& one goal

insight in
different risk

& return

measures

. | (7
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Different stages in riskprofiling

B o S

Product approach Holistic client approach Lot
100%
80%
60%
40%
20%
0% [ ] —

Question-
naire +
personal
insight in
different risk
& return
measures

One account
multiple
concrete

goals

Question-
naire

one account
& one goal
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Different stages in riskprofiling

—

Product approach Holistic client approach
100%
80%
60%
40%
20%
0% —
Question-
Question- e One account Multiple
: personal .
naire S multiple accounts,
insight in .
one account concrete multiple

different risk
& return
measures

goals goals

& one goal
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Different stages in riskprofiling

—

Product approach Holistic client approach
100%
80%
60%
40%
20%
0% 1

Question-

. naire + .
Question- One account Multiple

: personal .
naire multiple accounts,

insight in concrete multiple
different risk
goals goals

& return
measures

Define
concrete

goals and
monitor the
suitability of
these goals

one account
& one goal
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Different stages in riskprofiling

—

Product approach Holistic client approach
100%
80%
60%
40%
20%
0% .
tion-
e
Question- ersonal One account Multiple concrete
naire .p L multiple accounts, goals and
insight in . .
one account concrete multiple monitor the

different risk
& return
measures

goals goals

suitability of
these goals

& one goal
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Goal of next level suitability




Why?

Efficiency

Manage more clients ©

Deliver more value-add (V)
per client

Client Conference 2023 - Goal Based Planning

Suitability by design!

Digitization

Regulation

© Integrated advisor-client experience

) seamless integration with multiple

@ platforms and add scale
Suitability

©

Monitoring products and goals




Suitability Framework 2.0




Suitability framework 2.0

Know Your Customer
(knowledge, experience, objectives/goals, financial position)

Client
level

Assets & Risk attitude

liabilities /
Income &

expenditures Ability to

Aggregated risk bear losses

Client Conference 2023 - Goal Based Planning

ESG
preferences

Questionnaire

/ tooling




Suitability framework 2.0

Know Your Customer ESG
(knowledge, experience, objectives/goals, financial position) preferences

Client : : Questionnaire
Risk attitud :
level AESELS & S EEEEE / tooling
liabilities /
iIncome &
expenditures : Ability to
Aggregated risk bear losses
Quantitative
Matching Insights into
Product goalls) Risk Risk Ability to ESG goal.
level & required willing- bear choices feasibility,

investment ness losses investment
account(s) risk & return
with OPAL
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Suitability framework 2.0

Know Your Customer ESG
(knowledge, experience, objectives/goals, financial position) preferences

Client : : Questionnaire
Risk attitud :
level AESELS & S EEEEE / tooling
liabilities /
iIncome & -
expenditures : Ability to
Aggregated risk bear losses
Quantitative
Matching Insights into
Product goalls) Risk Risk Ability to ESG goal.
level & required willing- bear choices feasibility,

investment ness losses investment
account(s) risk & return
with OPAL

o Risk attitude: risk preference of the client independent of goals
o Risk willingness: risk a client is willing to take in relation to the goal(s)

orRT-C

FINANCE
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Suitability framework 2.0

Know Your Customer
(knowledge, experience, objectives/goals, financial position)

Ability to
bear losses

ESG
preferences

Questionnaire
/ tooling

Hybrid

Digital \ l I Personal
\\ //

O

What can be done
by the client?

What will be done
by the advisor?

Client Neeote 2 Risk attitude
level oo
liabilities /
Income &
expenditures Aggregated risk
Matching
Product [RERERELS Risk RISk
level & required witling-

Investment ness

account(s)

Client Conference 2023 - Goal Based Planning

Ability to
bear
losses

Quantitative
insights into
goal
feasibility,
Investment
risk & return
with OPAL

ESG
choices

Monitoring:

Off-track On-track n
@



Process Suitability Framework 2.0

financial situation

Intake / KYC / CFR

—>
investment goals

risk attitude

preferences ESG

knowledge and
experiences

adv insights risk & return

C

(0]

goal feasibility

risk willingness

What can be done by the advisor,
i and what can be done by the

client?

product match

& <
< <
.

monitoring ongoing suitability

=

b |
—
=z

@
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OPAL examples




Example: Client level => Risk attitude Risk atttude

Difference between on product/goal level and on client level Aggregated risk

Risk and Return of All Accounts
Based on the Current Asset Allocation

Total Current Value

$750,000

Long-Term Return

4.4 %

& Potential Annual Loss

-11.0 %

=
=2
|
[
=
B
-
b

M!lum to High

Laong-Term Return

Volatility
7.9%

Low Volatility High Volatilrty
& 1 - Savingsaccount @ 2-investiment Account @ 3 - Investment Account
Overall Risk and Retum 2 Risk Attitude Demo

Client Conference 2023 - Goal Based Planning orRT-C
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Risk Ability to

Example: Product / portfolio level
=> Risk willingness cqured | viline | bea

ness losses

Wealth Projection

@ Expenditure Goal

$55,000 annually Goal feasability
Mar 2023 - Mar 2038 Short term I’iSk

O Good Market LA b 8 g

$928,114 Long term risk

O Realistic Market
' $180,000 target capital
Mar 2038

@ Poor Market AT E
$11 9,876

orT-C

FINANCE

Client Conference 2023 - Goal Based Planning




Example: ESG Communication

ESG Preferences indication

\ ESG score

Impact ¥ Not motivated

Account #1

Account #3 .

Account #4

Account #5

v
Average ESG

Not motivated

[ L]
;|
Account #2 .
]

@ PPP5P

@ Accounts & ESG attitude @ Average ESG score in line with ESG attitude
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Example: ESG Communication

Willingness to invest Sustainable
with this portfolio

ESG score

- 1

Impact ¥

Account #1
Account #2

Account #3

< Account #4

Account #5

Average ESG

2 PPPD D

@ Accounts 2t ESG attitude @ Average ESG score not in line with ESG attitude
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Efficient data usage in suitability process

OPAL GUI

\ A 4

Client portal / Advisory
tool
v h 4 -

Dataservices API Simulation API

A A

Client
Database(s)

OPAL OPAL Engine
Database

Restricted




Regulations in the coming years

Goals of your client

Financial position of your client: ability to bear risk

Risk attitude of your client: what is the risk preference

Relation between the objectives of your client and the risk attitude

Aggregated risk

Risk and Return of All Accounts
Based on the Current Asset Allocation

Total Current Value

€70,000

Long term return

5.2 %

Potential annual loss

-19.7 %

Volatility
13.4 %

High Volatility

@ 1 - Investment Account @ 2 -Investment Account Overall Risk and Return 2 Risk attitude Johnson

QJIEECCE Restricted @




Why improve the quality of the Suitability process?

Holistic

=Yoo B A solid process for the analysis of 1 and
multiple accounts and goals

Client
understanding

of the choices clients make regarding risk

Monitoring

the choices that clients make, more efficiency
and control
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\
j } Thank you!

Towards the next level

We support organizations with our Suitability Framework 2.0.
& help improve the process of Suitability.

Suitability framework 2.0

Contact your account-manager for a brainstorm-session and/or
send an e-mail to get the whitepaper.

Off-track

N\ @

orT-C
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Thank you!
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