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Academic Program: Four Major Themes

Finance Clusters: Key Components and Strategies”
Talent Strategies: A Leading Competitive Factor”

National Policy and the Impact of the Crisis:

Finance as an Engine for Growth and Innovation:

* The focus of this introductory presentation 4



Introductory Module

Leading U.S. Finance Centers
Summary

Context: Major Trends

Leading U.S. Finance Centers: Clusters and Components
Case Study: Boston and Massachusetts

Regional Competitiveness: Key Factors

Special Focus: Talent Strategies - University Partnerships




Context: Major Trends

Globalization

Richard Florida:
The world is spiky.

Tom Friedman:
The world is flat.

We are all
connected.

Mega-regions will win.
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Context: Major Trends

Innovation Goes Global: Intel’s R+D Locations (2007)
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Context: Major Trends

And Finance Follows: Emerging Finance Centers
Benefit From Certain “Drivers”

New markets with local finance needs

* New professional finance talent

» Stronger national regulatory systems aligned to
world class standards

Internet and data systems: new exchanges, “virtua
trading centers take business from New York

III

Post 9/11 western security concerns: decentralize,
create redundancy




Context: Major Trends

Looming National Retirement Challenges in the U.S,,
Europe and Asia Will Fuel the Growth of
Asset Management

The U.S. has gone from 15 workers supporting one
retiree after World War Il to less than a 3-1 ratio.

New government policies will drive markets to produce
a new generation of products and services to invest
savings and support retired workers.




Context: Major Trends

The Opportunity: Gateways and Talent Clusters

Mega-Regions will be innovation gateways — integrators of

worldwide clusters of talent:
* Open borders and ease of connections support networks and partnerships

* Quality of life, cultural “buzz” and education attract young professionals
Innovation gateways will be global talent leaders

Global and regional education and training programs recruit
and develop the pipeline to support talent clusters
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Context: Major Trends

Strategic Alliances Are the Key to Leadership
and Economic Growth

UNIVERSITY

Mi

Innovation Triangle

INDUSTRY GOVERNMENT
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Leading U.S. Finance Centers

As Asset Management Has Grown, Lines
Between Traditional Businesses Have Blurred

Banking and Capital Markets: Commercial and investment
banking at the global, national and community levels

Insurance: Property and casualty, life insurance
Public Finance: Infrastructure, government operations

Asset Management: Mutual funds, stocks and bonds,
hedge funds, real estate, private equity, venture capital
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Leading U.S. Finance Centers

But for Many Regions, Business Consolidations
Have Reinforced Historical Specialties

New York: Investment Banking — Transaction Capital
Boston: Asset Management and Venture Capital
San Francisco/Silicon Valley: Venture Capital
Chicago: Commodities and the Futures Exchange

New Player — Charlotte, North Carolina: Banking
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Leading U.S. Finance Centers

Centers Grew From Historical Factors,
Many of Which Are Important Today
* Ports and trading capitals produced banking and finance firms
 Global connections, immigration fueled growth

* Government funded research at major universities and
teaching hospitals spawned innovation and venture capital

* Professional support firms with widely accepted business

practices for regulatory, legal, accounting and IT added to
the growth of finance centers

* Reputation, universities, attractiveness brought new talent
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Leading U.S. Finance Centers

The Importance of IT:

Major Asset Management Companies Have Much
In Common With IBM Today

* Major IT Budget and Talent Investments: IT operating
budgets exceed S1 billion annually at major companies

* Regional and National Locations: High-level software

developers close to headquarters and product
development; suburban locations for operations; more
distant sites for redundancy and security

* Global Networks: State Street with close to 1,000 IT
developers in Hangzhou linked to Zhejiang University

| I i E'V'Gagagagight 5




Leading U.S. Finance Centers

Middle-Income Jobs Are Key to Growing Financial Services Employment

Employment growth in finance and insurance, 2000-2005

‘ Size of bubble reflects total

- financial services employment
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2005 mean financial services income, adjust for cost of living*

*Adjusted for cost of living in dollars using the 2004 ACCRA Cost of Living index for Bristol County, MA, Suffolk
County, MA, Providence, RI, Wake County, NC, Duval County, Florida, New York County, NY, San Francisco County,

: CA, and Fairfield County, CT; NH is an estimate from Global Insight; Mean financial services income for Boston is
Mass Insight , ’
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Leading U.S. Finance Centers

Example: Financial Services Is A Critical
Component of the Massachusetts Economy

The job base — high quality jobs
across the employment spectrum

e $38.5 billion in GSP — 10.8% of the state’s

Average income of $95,000 per year, which

total output (3™ largest sector) is nearly double the statewide average
e 180,000 jobs —5.5% of total state e 85% are non-management occupations —
employment solid, high quality jobs
e One of the highest “multiplier effect” of e 65% of employees have a post-secondary
any sector degree, compared with 47% in other
countries

e Anincreasingly large portion of jobs are IT-
related as the industry transforms

[ ]
Mass IHSIg‘ht Source: US Bureau of Economic Analysis; Economy.com; Department of Workforce Development
GLOBAL PARTNERSHIPS MA Industry Staffing Patterns; Current Population Survey, 2006; RIMS Il Multipliers 17



Case Study: Boston and Massachusetts

An Integrated Regional Sector With Leading

Businesses In All Functions

The Asset Management Value Chain

Asset management business functions

Asset Management Operations
and Servicing

Asset Management Manufacturing

Trade Fund

management/ accounting/ Portfolio

Sales support”
management

Research

custody processing
® Trade execution ® Fund accounting ® Data gathering e Strategy definition ® Fund distributor
) ) segmentation
® Trade portfolio ® Processing of ® Dataaggregation  ® Asset allocation
allocation corporate actions ® Product sourcing
and income ® Forecasting ® Management of
® Settlement analysis reference portfolios ~ ® Internal and third-
_ ® (Cash party distribution-
® Security safe- management ® Securities analysis ~® Customization of channel
keeping reference portfolios management
® Securities ® Performance analysis ® Product sales and
lending marketing

® Product advisory
and support

Mass Insight

GLOBAL PARTNERSHIPS

*Interface and service provided to the fund distributors by the asset management firms

Sales

Customer
segmentation

Product sourcing
Marketing

Financial planning
and sales

Customer service
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Case Study: Boston and Massachusetts

The Finance “Eco-system” Creates a Full Service Cluster with
Expertise Across All Supporting Functions — and Produces Jobs.

Offices of CPAs
Payroll services
Tax preparation
Other accounting

® Administrative management
consulting

® Marketing consulting

® HR consulting

Accounting, tax

preparation, book
keeping, payroll
20,000 jobs

e Law offices Finance and

® Title abstract insurance ® Custom computer
settlement 180,000 jobs programming services

® Computer facilities
management services

® Computer systems design
services

ISPs and web search portals

3,000 jobs Software
Data processing and related publishers Total number of Massachusetts jobs in
7,000 jobs 21,000 jobs sectors that directly touch financial

services
ESTIMATES, 2006

Mass Insight

GLOBAL PARTNERSHIPS Source: U.S. Bureau of Labor Statistics: Quarterly Census of Employment & Wages (QCEW Formerly ES202) 19




Regional Competitiveness Factors

Talent and Costs Matter
. HONG KONG

For global cities,
economists track

cost factors and the

available talent pool

{ 2dzZNDOSY

az2z2ReQa

Global Cities, 2009
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TOTAL BUSINESS
TAX RATE

46.2%

% of profits

COST OF LIVING

95%

New York =100%

TOTAL BUSINESS
TAX RATE

35.7%

% of profits

COST OF LIVING

134%

New York =100%

OFFICE USING

EMPLOYMENT L.Q.

1.07

GC Average=1.00

EASE OF
EMPLOYING WORKERS

1

Best=1 Worst=178

MOODY'S RATING

Aal

STRENGTHS
® High concentration of technology
companies, workers, and venture
capital firms.
® Numerous linkages to global trade
and investment.

WEAKNESSES
®m High amounts of traffic congestion
and limitations on space for new
construction in the urban cores.

®m Regulations add to cost of doing
business in the metro area.

OFFICE USING
EMPLOYMENT L.Q

N/A

GC Average=1.00

EASE OF
EMPLOYING WORKERS
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Best=1 Worst=178

MOODY'S RATING

Aal

STRENGTHS
® Open economy.

® Transparent legal structure.
m | ow tax rates.
m Close proximity to China.

WEAKNESSES
® Heavy dependence on China.

® Reliance on food imports.
® Monetary policy limitations.

®m High labour costs compared with
neighboring economies.

20



Regional Competitiveness Factors

As Do Legal and Regulatory Systemes...
With Competitive World Class Standards

A McKinsey survey of financial services executives
conducted before the crisis identified four primary
regional competitiveness factors:

* Availability of professional workers
* Fair and predictable legal environment
* Government and regulators responsive to business

* Attractive regulatory climate

21



Regional Competitiveness Factors

Sample recommendations for a regional strategy:
Boston and Massachusetts

Initiative 1: Preserve and expand a diverse employment base

Initiative 2: Become a global center for talent and innovation

Initiative 3: Make Massachusetts a more stable and
competitive place to do business

. { 2dz2NOSY a{ SOdz2NAy3a al dal OKdzaSiGtiaQa [ SI RSNJ
MaSS InSIght Mass Insight Corporation and McKinsey & Company; 2007
LLLLLLLLLLLLLLLLLL 22




Regional Competitiveness Factors

Gross
value-added

“Emerging cluster”

i Horizon 1
[ ]
() ( ]

“Maturing cluster”

Horizon 2

“High-performing cluster”

Horizon 3

» Time

Key Characteristics of Clusters

One/few companies based in the region
with growing production/ employment

Significant trends toward

* Increase in production value

* Concentration of economic
activity in the region

* Potential for sustainable growth
and distinctiveness as a region

Mass Insight

GLOBAL PARTNERSHIPS

Few/many companies in the region, with
significant production/employment

A set of associated institutions
Availability of talent

Sustained growth in the past, potential
growth for the future

Experience of collaboration among
players

Many companies in the region,
attracts out-of-the-region players

Region is great source of talent,
ideas and innovation

Strong associated institutions with
strong commitment to business

Mutual trust and cooperation,
shared vision

Sustained growth, constant evolution
of competitive advantages

23



Talent Strategies - University Partnerships

If You Have The Talent...

The Business and Jobs Will Come.

24



Talent Strategies - University Partnerships

A Talent-Based Economic Strategy

1. Focus — You can’t win at everything
2. Talent — Higher education linked to industry

3. Regional Alliances — Strategy to connect regional assets

-

4. Global Partnerships — Cross national leadership networks

25



Talent Strategies - University Partnerships

U.S. Experience: Universities and Open
Borders Fuel A Global Meritocracy

U.S. finance capitals have had access to top university
graduates and to immigrant talent and foreign staff

* Top 30 executives in global companies are multi-national
* IT relied heavily on foreign talent

* And visa restrictions after 9/11 have been a challenge
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Talent Strategies - University Partnerships

Examples of U.S. Finance Partnerships:

BNY Mellon and PACE University in New York City
JP Morgan Chase and Syracuse University, New York State
State Street and Harvard University in Boston

Bentley University and Boston
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Talent Strategies - University Partnerships

A Global Example: Singapore Adopts A Model
Talent-Based Strategy For Financial Services

The goal: position Singapore as a financial services education
center and fill gaps in the talent base locally.

Strategy:

 PWC conducts an audit of major job categories, skill requirements
and academic programs required

 New programs developed at universities to fill gaps

28



Conclusion

The Ultimate Measures of Success:
World Class Standards and Global Talent Partnerships

I E Mass Insight 29



