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Size of the Investment Management Industry

Worldwide Mutual Fund Worldwide Exchange- U.S. Investme_nt AdViSOFy
AUM3 Traded Fund Solutions
i AUMS3 AUM4
$46.0 Trillion $5.5 Trillion $6.1 Trillion
r N r )
U.S. Mutual Fund U.S. Exchange- U.S. Separately
AUM?3 Traded Fund (ETF) Managed Accounts
AUM? (SMAS)
AUM4
| $19.9Trillion | $39Trillion $2 Trillion
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Investment Management Landscape Trends

LARGEST TRENDS IN INVESTMENT MANAGEMENT

Active/Passive Flows

Fee Compression
Unprecedented pressures

Industry Consolidation and changes in the $74
trillion? global asset

Distribution/Sales Disruption ]
management industry

Product Development

ESG

Regulatory Changes

Asset Owner Internalization

Technology Advancements
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Size of the Investment Management Industry

3

Top 10 Global Asset Manager AUM> (US$T)

1. BlackRock $6.0
2. Vanguard $4.9
3. State Street $2.5
4. Fidelity $2.4
5. BNY Mellon $1.7
6. Capital Group $1.7
7. JPMorgan $1.7
8. PIMCO $1.7
9. Amundi $1.6
10. Prudential Financial $1.4
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Fund Flows

U.S. Fund 12-Month Asset Flows®

mUS Equity = SectorEquity winternational Equity w Allocation ®TaxableBond ™ MunicipalBond m Alternatve  ® Commodites

Estmated Net Flows (S84

Source: Morningstar Direct Asset Flows. Data as of Aug. 31, 2019.

Information Classification: Public :’ BNY MELLON



Fund Flows

Active/Passive U.S. Estimated Net Fund Flows (US$M)®
by U.S. Category Groups

Active Passive

Aug 2019 1¥ear Assets|  Aug 2019 1Year  Assots
Extiatery S0 (SuAi) (M) gam (s LY R
S Equity {18,250 (201.704) 4248 (G738 (231,045} &N
Sestar Eguiy (&, 730! {21.345) 402 15.250) LETATT) sa
Intamatonal Equity (1. 7&7) (B%.485) 1.780 {7423 76613 1.266
Afccanon (2,670 (58,7031 1.263 k. ¥F ] 4848 I
Taiable Bond 13.273 54817 2873 3.056 152 B47 1412
Municpal Bona 7583 B304 785 115 7805 £,
Atemative 2.8 (22,443 141 (183] 1877 51
Commodiies (1,454 (1.076) 28 4543 8E36 i)
All Long Term (11.155: {308.455) 11,520 4, 700) 457 443 7.703

source: Morming=as Disect Asset Rowe. Dts as of Aug. 31, 2018 Exluges money markst funds
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Active/Passive Investment Shift ~

U.S. Active vs. Passive Fund Net Flows

$333B
5 $156B
/%7
N
7%
é
-$506B
I2009 2018I I2009 2018I
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Fee Compression

Worth Their Fees?’

Only a small percentage of actively-
managed funds outperformed the
market

LS. large-cap funds
17 5% B21%

Noto: Based on fva-year raturns throwgh Dec.
2, 2018, relative to the 5&P 500 and 5&P
Eurocpea 350,

Sowrce: 5&P Dow Jones indices

Approaching Zero?
US. expense ratios have been squeezed industry-wide and are lowest for bond O index funds
2018 awerage  Change since 2008

Type expense ratioc (percentage points) Trend
W Active equity funds 0.76% -018 ’\
W Active bond funds 0.55% 010 /\
[ Index equity ETFs 0.20% oos -~

eq - """“a-.._\_‘_\__\_‘_\_‘_-_

i T
[ Index bond ETFs 016% 003 e T
[@ Index equity funds 0.08% -010 e .
e

[ Index bond funds 0.07% -0.09 ey -

Source: iInvestment Company Institute

In 2018, U.S. open-end mutual funds and ETFs saw a 6% fee decline,
resulting in $5.5B in savings for investors.®
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Industry Consolidation

Survival of the Fittest?
The largest managers have been able to boost assets in a competitive market.

Companies sized by their 2018 assets under managemsanl, colored by change in AUM from 2014-2018:

$20.7T $4.7T

There were 49 merger and acquisition deals between asset and wealth managers
worth $1.2B in the second quarter of 2019.°
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Product Development: Separately Managed Accounts 4

The Separately Managed A ccount Opportunity for ADR Issuers

We strive to keep our clients informed on the latest developments in the ~ Newton has made its International and Global Equity capabilities
investment landscape. In our latest whitepaper, BNY Mellon Depositary ~ available to the US market in SMA format since 2006. The ability to
Receipts explores the opportunity for issuers with ADR programs to iztltor &rm Dnelivielizl) pertEls i @ @liemts NEsts, fof SEmple 9

. . excluding a stock or sector, as well as the tax flexibility on offer, make
access a fast-growing segment of U.S. investment, Separately Managed SMAs an attractive proposition. Furthermore, access to individual
Accounts (SMASs).

stocks through the wrap structure for a relatively low minimum

The simplicity and cost efficiency of ADRs allow investment managers to ~ nvestmenthas, as we had anticipated, proven popular with US
oy . . e . domestic investors. The ADR market has been, and will continue to

build international SMA portfolios that track their institutional strategies.

S be, critical in opening up the world of stocks listed outside the US to
Highlighting the development and growth of the SMA product from the this retail and ‘masstige’ investment base without the necessity for

early days, with such investment managers as Newton and Cambiar local-currency custodial arrangements.
contributing comments on their use of ADRs in SMAs, this white paper _ — Paul Markham
provides you with useful insights for planning investor targeting. Lead Portfolio Manager, International Equities

Newton Investment Management

| nvestment Managed Accounts have reached almost $2 Trillion
. Managed Account AUM ($B)
Advisory

$2.500

Solutions assets $1,9638 280%

2,000
have reached $$1,500 increase
$61 trillion $1.000 since 2008
AUM $500 s
$O 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
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Top SMA Providers 4

Managed account products are made available to investors on the platforms of wealth management and investment advisory firms.
The firms with these platforms are termed Sponsor Firms. The products on the platforms are therefore available to the Sponsor
Firms’ advisors and their advisory networks, who in turn can use the products with their clients.

10

TOP 10 SPONSOR FIRMS OFFERING INVESTMENT
ADVISOR SOLUTIONS As of December 31, 2018

Managed Account AUM ($B)
1046.2

Sponsor Firm

Morgan Stanley Wealth

Management

Bank of America/Merrill

Lynch

Wells Fargo Advisors
UBS

Fidelity Investments
Edward Jones

LPL Financial
Charles Schwab
Raymond James

Ameriprise Financial
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499.2

4341
402.9
329.1
282.0
277.4
277.2
251.4

TOP 15 ASSET MANAGERS OFFERING MANAGED

ACCOUNTS As of December 31, 2018

Asset Manager Managed Account AUM ($B)
Eaton Vance 113.4
BlackRock 93.9
Legg Mason 75.3
Wells Fargo 56.1
Nuveen Investments 53.7
Fidelity Investments 24.2
GW&K Investment Managers 241
NGAM Advisors* 2837
Kayne Anderson Rudnick Investment

Management 22.8
Federated Investors 21.9
UBS Asset Management 21.9
Lazard Asset Management 21.8
JPMorgan Asset Management 17.3
Macquarie Investment Management 15.3
Raymond James** 15.2

* NGAM Advisors assets includes assets of Loomis, Sayles & Company,
McDonnell Investment Management, and remaining asset managers.
** Raymond James is the parent company of Eagle Asset Management.
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Growth in Use of ESG In Investment Decisions

Snapshot of Global Sustainable Investing Assets
2016-2018%0

o g —T Sustainable investment

s s s am s ne encompasses

ﬂ ; 1.2;_ : ﬁ _ the following activities and
Australia/New Zealand § 516 5T Strategles: 0

T $225% § 30,663 — Negative/exclusionary screening
are convenetl 15 US dollars at the exchange rates s o year-end 2015, Al — Positive/best-in-class screening

2018 assets are converted to US dollars at the exchange rates at the time of

reporting. — Norms-based screening

Proportion of Sustainable Investing Relative to

Total Managed Assets 10 — ESG integration

2014-2018 — Sustainability themed investing
50.0% — Impact/community investing
40.0%
20.0% — Corporate engagement and
shareholder action
10,08
= 2014 2016 2018

R Elirope 58.8% 526% 48.8%

—o— [Oned S5 17.0% 21.6% 26.7%

— Canaua 31.3% 37 8% S0.6%

—— AgstrallaM™ew Zealand 16.6% 5006% 63.2%

e Japan 3.4% 18.3%

Note: In 2014, data for Japan was combined with the rest of Asia, so this
information is not available.
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Sustainable Investing Strategies

Sustainable Investing Assets by Strategy and Region 2018, $B1°

B Europe
Impact/community investing B United States
Sustainability themed investing B Canada

Positive/best-in-class screening B Australia/NZ
ustrall

Norms-based screening

; M Japan
Corporate engagement and shareholder action

ESG integration

Negative/exclusionary screening

$0 $5,000 $10,000 $15,000 $20,000
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Stewardship: What Does it Mean?

The Financial Reporting Council’'s UK Stewardship Co  de states:

“Stewardship aims to promote the long term success of companies in such
a way that the ultimate providers of capital also prosper. Effective
stewardship benefits companies, investors and the economy as a whole.”

It goes on to explain that “for investors, stewardship is more than just
voting. Activities may include monitoring and engaging with companies on
matters such as strategy, performance, risk, capital structure, and corporate
governance, including culture and remuneration. Engagement is purposeful
dialogue with companies on these matters as well as on issues that are the
immediate subject of votes at general meetings.” 11
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Stewardship
Three Largest Predominantly Passive Asset Managers

BlackRock : Michelle Edkins , Global Head of Investment Stewardship

» Participated in over 2,000 engagements with nearly 1,500 companies from 42
markets, multiple meetings with 25% of the companies they engaged

» Massive Stewardship team expansion recently, with 45 people in 7 offices

Vanguard : Glenn Booraem , Investment Stewardship Officer

» Engaged with almost 900 companies from 25 markets; cast votes on nearly 170,000
individual topics

« Moving responsibility for proxy to external, sub-advisory managers

SSgA: Rakhi Kumar , Head of ESG Investments and Asset Stewardship
 Engaged more than 1,500 companies accounting for 70% of their equity AUM

* 43% of the 1,350 companies identified in their Fearless Girl campaign have added or
committed to adding a female director
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BNY Mellon is a global investments company dedicated to helping its clients manage and service their financial assets throughout the investment lifecycle. Whether providing
financial services for institutions, corporations or individual investors, BNY Mellon delivers informed investment management and investment services in 35 countries. As of June
30, 2019, BNY Mellon had $35.5 trillion in assets under custody and/or administration, and $1.8 trillion in assets under management. BNY Mellon can act as a single point of
contact for clients looking to create, trade, hold, manage, service, distribute or restructure investments. BNY Mellon is the corporate brand of The Bank of New York Mellon
Corporation (NYSE: BK). Additional information is available on www.bnymellon.com. Follow us on Twitter @BNYMellon or visit our newsroom at www.bnymellon.com/newsroom
for the latest company news.

This document, which may be considered advertising, is for general information and reference purposes only and is not intended to provide legal, tax, accounting, investment,
financial or other professional advice on any matter, and is not to be used as such. BNY Mellon does not warrant or guarantee the accuracy or completeness of, nor undertake to
update or amend the information or data contained herein. We expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon any of this
information or data. We provide no advice nor recommendation or endorsement with respect to any company or securities. Nothing herein shall be deemed to constitute an offer to
sell or a solicitation of an offer to buy securities. If distributed in the UK or EMEA, this document may be a financial promotion and is for distribution only to persons to whom it may
be communicated without breach of applicable law.

This document is not intended for distribution to, or use by, any person or entity in any jurisdiction in which such distribution or use would be contrary to local law or regulation.
Similarly, this document may not be distributed or used for the purpose of offers or solicitations in any jurisdiction or in any circumstances in which such offers or solicitations are
unlawful or not authorized, or where there would be, by virtue of such distribution, new or additional registration requirements. Persons into whose possession this document
comes are required to inform themselves about and to observe any restrictions that apply to the distribution of this document in their jurisdiction. The information contained in this
document is for use by wholesale clients only and is not to be relied upon by retail clients. BNY Mellon has various subsidiaries, affiliates, branches and representative offices in
the Asia Pacific Region that are subject to regulation by the relevant local regulator in that jurisdiction. Not all products and services are offered in all locations.

This material may not be reproduced or disseminated in any form without the prior written permission of BNY Mellon.

Depositary Receipts:
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