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2021 Greenwich Leaders: Asian Institutional Investment Management

Continuing effects of the COVID-19 crisis have contributed to increased levels of manager turnover that could have lasting
impacts on the institutional asset management competitive landscape in Asia.

At first glance, it might seem like the 2021 market environment for asset managers competing in Asia reverted quickly to that
of the pre-pandemic era. Institutional assets under management (AUM) rapidly returned to their long-term growth trajectory,
as did the pool of assets outsourced to external managers. However, dislocations caused by the global pandemic continue

to roil the industry, with higher levels of manager switching and terminations altering the competitive landscape.

In these volatile conditions, institutional investors are turning to managers with a commitment to providing the highest

levels of client service and investment know-how. At the top of that list is PIMCO, the 2021 Greenwich Quality Leader in
Overall Asian Institutional Investment Management.
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Return to Growth Trajectory

AUM by Asian institutions grew by 8% last year, to $16.2 trillion. That growth was fueled by a healthy combination of dovish
central bank policies driving asset values and continued new assets being invested. The pool of assets allocated to external
managers grew at 11%, outstripping total asset growth and keeping the share of outsourced assets at about 22%. (China
accounts for about $6.8 trillion, or roughly 40%, of total AUM, but only $1.2 trillion, or approximately 30%, of outsourced assets.)



Strong Growth in Overall AUM and Outsourced Assets

Asia ex-Japan Assets ($ billions)

[l Overall institutional assets

[ Externally managed assets

16,189

External assets percentage 14,995

11748 12,352 12,525

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
16% 15% 16% 16% 18% 19% 23% 22% 22% 22%

Note: Based on 174 respondents in 2012, 199 in 2013, 189 in 2014, 187 in 2015, 205 in 2016, 200 in 2017,179 in 2018,
180in 2019, 181 in 2020,and 181 in 2021.1n 2021, Coalition Greenwich spoke with 133 decision-makers at institutional
investing institutions and, in addition, gathered publicly available information on an additional 48 institutions.
Source: Coalition Greenwich 2012-2021 Asian Institutional Investors Studies

Across Asia, the number of asset owners managing these assets and coming to scale continues to grow as well, diminishing
market concentration and broadening the potential client base for asset managers competing in the region. As recently as
2016, the top 15 institutions in Asia controlled 84% of the region’s AUM. By 2021, that share had shrunk to 62%.

Also creating opportunities for managers is the continued diversification of Asian institutional portfolios. As institutions
grow, they are reallocating assets from the domestic fixed income that, in the past, accounted for a sizable share of AUM,
moving them into international assets and alternatives. Almost 40% of Asian institutions plan to make significant cuts to
domestic fixed-income allocations over the next three years, compared with only 13% expecting increases. Meanwhile, as
the following graphic illustrates, institutions remain firmly committed to plans to increase allocations to international fixed
income and equities, and to a broad range of private and alternative assets.

As they diversify, institutions also remain committed to increasing the share of assets outsourced to external managers with

expertise and capabilities in targeted asset classes. Looking ahead, institutions expect to issue the most mandates in global
equity, private equity, global aggregate bonds, and infrastructure debt.
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Asian Institutions Remain Committed to Diversification Plans

Expectations for future asset mix
Net expectation

28% 27%
-16% -25%
3% 3%
13% 2%

International/Global fixed income (97

Domestic fixed income (93) -38%

)
)
Asian (non-domestic) fixed income (64)
)

Emerging markets fixed income (61

33% 38%
-17% 2%
12% 11%

38% 62%
34% 34%
46% 46%
13% 6%

10% -3%

International/Global equity (99
Domestic equity (99

)

)

Asian (non-domestic) equity (73)
Emerging markets equity (59)

Cash and short-term investment (67

Multi-asset (53

Real estate equity (60
Real estate debt (63
Private equity (71
Private debt (61 64%
Infrastructure equity (56
Infrastructure debt (56
Hedge fund (34

Commodities (28
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)

B Significantly decrease in 3 years [l Significantly increase in 3 years

Note: Based on 131 respondents in 2020 and 124 in 2021.
Source: Coalition Greenwich 2021 Asian Institutional Investors Study
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Which Asset Classes Are Driving the Growth in Outsourced Assets?

One of the main factors attracting asset managers from around the world to the Asian market is the fact that
institutions’ externally managed assets appear poised for a continued, long run of growth. As shown in the
accompanying chart comparing allocations in institutions’ overall portfolios with allocations of outsourced
assets, Asian institutions rely on external managers most heavily in international equities and alternative
investments. These asset classes also happen to be the two categories most frequently targeted for allocation
increases by the institutions in our study.

International fixed income is an area where clients seek specific expertise from asset managers. That being
said, several clients, on the back of scale, continue to develop internal capabilities and ‘insource’ some of
this management.

Asian Institutions Hiring External Managers
for International Equities, Alts
Asia ex-Japan Investors' USD-Weighted Asset Mix—2021

4% 2%

19%
35%

[ Other

B Alternative investments
Domestic equities

B International equities’
International fixed income?

Bl Domestic fixed income

[ Cash and short-term investments

Total assets  Externally managed
assets

Note: Based on 89 respondents. 'International equities include Asian equities, EM equities and other international
equities. 2International fixed income includes Asian fixed income, EM fixed income and other international fixed income.
Source: Coalition Greenwich 2021 Asian Institutional Investors Study
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COVID Consequences

Dislocations caused by the COVID-19 crisis have elevated manager turnover to unprecedented levels. In 2021, 36% of Asian
institutions reported terminating a manager in the prior 12 months. That’s a firing rate not seen in this market in a long
time. At the same time, 85% of institutions say they switched managers over that period, representing a five-year high.
Those terminations and switching rates are often a consequence of COVID-related changes in behavior. In some cases, this
turnover reflects disappointment among Asian institutions in the performance, client service or support they received from
existing managers during the crisis. Terminations and switches can also be the result of changes in strategies or policies
made by institutions faced with operational and market disruptions.

Whatever the cause, this “churn” is creating vast new opportunities for asset managers looking to pick up new clients
and assets—especially those who proved themselves reliable during the crisis. At the top of that list is PIMCO, the 2021
Greenwich Quality Leader in Overall Asian Institutional Investment Management.

Relative to its competitors in the region, PIMCO had some natural advantages during the crisis. First, its position as perhaps
a preeminent fixed-income specialist put the firm in a strong position at a time when specialization and quality made a
material difference to clients. PIMCO’s strong brand, size and global footprint made it a natural choice for institutions in
need of a manager at a time when in-person due-diligence visits were impossible. In addition, the firm’s excellent client
service put it in a position to capitalize on client opportunities.

ESG Playing Bigger Role in Manager Selections

Another lasting consequence of the COVID-19 crisis might be the increased influence of environmental, social and
governance issues on the Asian institutional asset management industry. Despite pandemic obstacles, the share of
institutions reporting that they consider ESG factors to at least some extent in manager hirings increased to 51% in 2021
from 42% in 2020. With so many Asian institutions employing ESG standards in manager selection, the sheer volume of
manager turnover caused by the pandemic is embedding ESG more deeply in the industry and ensuring that managers
hoping to expand their presence in Asia must commit to robust ESG policies.

Half of Asian Institutions Consider ESG
When Hiring Managers

Impact of ESG in manager selection

B 1 - Least influential [ 2 3 4 B 5 - Most influential

Note: Based on 119 respondents. May not total 100% due to rounding.
Source: Coalition Greenwich 2021 Asian Institutional Investors Study

Relationship Director Parijat Banerjee and Relationship Manager Arifur Rahman advise on the investment management
market in Asia.
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https://www.greenwich.com/member/parijat-banerjee-0
https://www.greenwich.com/member/arifur-rahman

METHODOLOGY

Between January and March 2021, Coalition Greenwich conducted 133 interviews with senior decision-makers at the largest institutional
investors in Asia ex-Japan. Senior fund professionals were asked to provide detailed information on their investment strategies,
quantitative and qualitative evaluations of their investment managers, and qualitative assessments of managers soliciting their
business. Countries and regions where interviews were conducted include Bangladesh, Brunei, Cambodia, China, India, Indonesia, Hong
Kong/Macau, Malaysia, Pakistan, the Philippines, Singapore, South Korea, Taiwan, and Thailand.
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Coalition Greenwich, part of CRISIL Limited (an S&P Global Company), is the leading provider of data, analytics and insights to the
financial services industry. We specialize in providing unique, high-value and actionable information to help our clients improve
their business results.

Our data focuses on the key metrics required for effective business management: productivity, technology, operations performance,
service quality, sales effectiveness, share of wallet, market share, brand, and behavioral trends.

We provide our clients with deep and unique analytical research on their competitors, institutional and corporate clients, and
country markets, as well as the underlying performance drivers in areas including headcount, expenses and capital. Our analytics
provide a clear, actionable picture of businesses and markets and are valued by boards, strategy teams and top management at
leading financial services institutions.

About CRISIL

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better. It is
majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics, and data to
the capital and commodity markets worldwide.

CRISIL is India’s foremost provider of ratings, data, research, analytics, and solutions with a strong record of growth, culture of
innovation, and global footprint.

It has delivered independent opinions, actionable insights and efficient solutions to over 100,000 customers through businesses
that operate from India, the U.S., the U.K., Argentina, Poland, China, Hong Kong, and Singapore.

For more information, visit www.crisil.com.

Disclaimer and Copyright

This Report may include statements, estimates and projections with respect to the anticipated future performance of certain
companies and as to the market for those companies’ products and services. No representation is made as to the accuracy of such
statements, assessments, estimates, and projections. Coalition Greenwich disclaims all warranties, expressed or implied, with
respect to this Report, including any warranties of merchantability or fitness for a particular purpose arising out of the use of all or
any of this Report. Coalition Greenwich accepts no liability whatsoever for any direct, indirect or consequential loss or damage of
any kind arising out of the use of all or any of this Report.

The Report contains commercial information only. It is not investment advice and should not be construed as one and has not
been prepared with a view to any party making any investment decision based on it. No part of the Report should be considered

to be advice as to the merits of any investment decision or any recommendation as to any investment action or decision. It is not
investment analysis or research and is not subject to regulatory or legal obligations on the production of, or content of, investment
analysis or research. This Report does not constitute nor form part of an offer or invitation to subscribe for, underwrite or purchase
securities in any company. Nor should this Report, or any part of it, form the basis to be relied upon in any way in connection with
any contract relating to any securities.

The data reported in this document may reflect the views reported to Coalition Greenwich by the research participants. Interviewees
may be asked about their use of and demand for financial products and services and about investment practices in relevant
financial markets. Coalition Greenwich compiles the data received, conducts statistical analysis and reviews for presentation
purposes in order to produce the final results. Unless otherwise indicated, any opinions or market observations made are strictly
our own. No portion of these materials may be copied, reproduced, distributed, or transmitted, electronically or otherwise, to
external parties or publicly without the permission of Coalition Greenwich. Coalition Greenwich is a part of CRISIL Ltd, an S&P Global
company. ©2021 CRISIL Ltd. All rights reserved.
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