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Introduction to the Research
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Client needs are changing, demanding safety, simplicity and safety

There will be no return to business as usual in the existing business 
models

Asset Management is at an inflection point



Financial Crisis
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Key Themes
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Client needs are changing, demanding safety, simplicity and safety

There will be no return to business as usual in the existing business 
models

Asset Management is at an inflection point



Causes and Consequences of Discontinuities
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Source:  Citi/Principal/CREATE Survey 2009.4



Significant Market Recovery is More Likely in 2010
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Source:  Citi/Principal/CREATE Survey 2009.

When do you think the worst of the current crisis will end?
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The Future is Not Clear But Volatility is Inevitable
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# of systemic crises expected by asset 
managers over the next decade

How many more systemic crises do you expect between now and 2020?
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There is Only Guarded Optimism About Growth Prospects

Poor
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6%

Good
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Source:  Citi/Principal/CREATE Survey 2009.

Once the current crisis is over, how would you describe the industry’s growth prospects in the following 
three years?
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Key Themes
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There will be no return to business as usual in the existing business 
models

Asset Management is at an inflection point

Client needs are changing, demanding safety, simplicity and safety



Client Needs
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Source: Citi / Principal / CREATE Survey 2009

One size will not fit all and customization will be required
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Regulatory Change
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Key themes

12

Asset Management is at an inflection point

Client needs are changing, demanding safety, simplicity and safety

There will be no return to business as usual in the existing 
business models



Business Models
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Source:  Citi/Principal/CREATE Survey 2009.

Current Generation of Business Models Have Yet to Develop Cost Shock Absorbers to Protect Net Profits 
When Revenues Take a Hit

To what extent do 
costs vary directly with 
the level of activity in 
different parts of your 
business, so as to help 
preserve the net profit 
margins in difficult 
markets?

Question

% of Respondents
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What is the Nature of the Emerging Industry Architecture?
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Source:  Citi/Principal/CREATE Survey 2009.

… breaking up the value chain and focusing on alpha
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Future Industry Scenarios
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• More regulation

• Fee compression
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base
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back office alliances
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• New client service 
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Client Focus
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Segmented Industry Business Model

Client
Segmentation

Asset Gathering
Capability

Manufacturing 
Approach

Institutional
clients

Third-party
distributors

Retail
clients

Internal
boutiques

Third-party
administrators

External fund
managers

• Strategic asset 
allocation

• Assembly of multi-asset 
class solutions

• Manager selection

• Performance attribution

• Risk management

Global Brand

Best of Breed through Alliances

Three building blocks

9 Source: Citi / Principal / CREATE Survey 2009



Winning Business Model

Clients First

Key features
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Source: Citi / Principal / CREATE Survey 2009



Administration: Approach to Alliances

Asset management firms can use alliances to balance capabilities with competencies
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“In-housed”

Indifference Curve 
for Alliances



Administration: Benefits

Range of Potential 
Savings

How Achieved ?
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Current
Cost

Platform
Synergies

Labor
Arbitrage

Cost 
Avoidance

Internal
Cost
Duplication

Target
Costs

100

Range of Savings
30 – 40%

In
de

xe
d

10 – 12% 10 – 15%

Platform
rationalization

Off shoring New vendor
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Embedded service 
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Reducing Total Cost of Ownership
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Without the strength to endure the crisis, one will not see 
the opportunity within. It is within the process of 

endurance that opportunity reveals itself.

Chin-Ning Chu 
(The first Emperor of the Ming Dynasty)
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In January 2007, Citi released a Climate Change Position Statement, the first US financial institution to do so. As a sustainability leader in the financial sector, Citi has taken concrete steps to address this important 
issue of climate change by: (a) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of alternative energy, clean technology, and other carbon-
emission reduction activities; (b) committing to reduce GHG emissions of all Citi owned and leased properties around the world by 10% by 2011; (c) purchasing more than 52,000 MWh of green (carbon neutral) power 
for our operations in 2006; (d) creating Sustainable Development Investments (SDI) that makes private equity investments in renewable energy and clean technologies; (e) providing lending and investing services to 
clients for renewable energy development and projects; (f) producing equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with 
a broad range of stakeholders on the issue of climate change to help advance understanding and solutions. 

Citi works with its clients in greenhouse gas intensive industries to evaluate emerging risks from climate change and, where appropriate, to mitigate those risks.

efficiency, renewable energy & mitigation
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