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What happened ?What happened ?

End of the Glass Steagal Act (99)

Low interest rate policy
(following 9/11)

High GDP growth rate
Excess of liquidity

Wealth effect

Running financial innovation :
Off balance sheet growth

Uncontrolled leverage
Alternative risk transfer (to end user)

Development of a systemic risk

New accounting standards :
Unexpected consequences of Basel II

Stimulus of US demand via
debt (personal financing)

(92/00)

Capital Markets excesses
and information asymmetry

Weaknesses of the US
regulatory bodies

Conflict of interest with
Rating Agencies

CRISIS

SINGER & HAMILTON
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DataData…

$30,000bn market capitalization disappeared

$20,000bn OTC derivatives* spread around the globe = Total G8’ GDP

140 US banks have gone into bankruptcy

650,000 monthly job losses in Q1-2009 in the US

$4,000bn global financial losses estimated by the IMF

Collapse or nationalization of the biggest financial institutions

SINGER & HAMILTONAppendix 1, BRI Statistics
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OverviewOverview

Financial situation is progressing:

● Secured re-financing.

● Reconstitution of the banks capital (Tier 1 : 7,5-9%).

● De-leveraging of Investment banks, Hedge Funds, Monolines, Private Equity…

● Creation of bad banks.

● Public loans reimbursement (JP Morgan, MS, GS, Amex…).

● Return to profit in 2009.

Regulatory items are to be solved :

● Authority of the “Financial Stability Council” (G20) and the Systemic Risk Councils (US/EU).

● One US central banking regulator vs. Fed/FDIC/National Bank Supervisor.

● Introduction of new accounting standards (FASB vs. ISAB).

● Harmonization of accounting standards with prudential rules (Basel II).

● Implementation of a Compensation Chamber for OTC derivatives products.

● 5% proprietary investment for any securitisation, CDS, etc. program.

● Forbidding “Naked short sales”.

● European agreement on Rating Agencies.

● AM separation of execution, management and custody services.

SINGER & HAMILTON
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Corporate & Investment banking: 2009/2010Corporate & Investment banking: 2009/2010

How will CIB divisions keep performing a 30- 40% ROE ?
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Corporate & Investment banking : 2009/2010Corporate & Investment banking : 2009/2010
Some banks are drastically reducing their CIB division’s exposure: their 2009 strategic choices
will significantly hurt their ROE:

● Comprehensive hedging policy, limited market exposure, implementation of costly risk
management processes leading to departure of top revenue makers …

● Increasing volumes of intermediation vs prop.trading.

● Development of flow products vs structured products.

● Redirecting towards more traditional “corporate banking’’ activities.

● Focus on domestic or regional areas where the bank has a leader’s position.

A limited number of banks are keeping their CIB divisions on track : the 2009 revenues coming
from capital markets will be flamboyant :

● Fewer market players.

● More volatility.

● Risk appetite.

● Innovation.

Public aid becomes a competitive disadvantage :

● Difficult to pay its own talents.

● Difficult to attract new talents.

● Difficult to build new activities.

● Impossible to take significant proprietary trading positions.

SINGER & HAMILTON
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Corporate & investment banking : 2009/2010Corporate & investment banking : 2009/2010

A generation of managers is leaving :

● Shortage of new talented managers.

● As they are facing a significant crisis, the new managers need to redefine the different CIB lines
and products.

Capital markets and asset management activities are converging :

● Third-party investment products structuring (CASAM, AXA Structured AM business, etc.).

● Overall margin reduction.

Our opinion:

Some investment banks will disappear unless strong strategic choices are taken.

CIB models have to be clearly defined according to their CEOs “vision”, shareholders

risk appetite and market conditions.

In any case, creativity and risk taking will be rewarded.

SINGER & HAMILTON
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Asset Management : 2009/2010Asset Management : 2009/2010

2008 :

● Reduced assets under management (more or less important according to countries)

● In France : 11% decrease in AUM (mostly Mutual funds vs. institutional mandates).

● Decrease in revenues for Asset management companies.

● Development of Passive Index Management via ETF* : +20% AUM compared to 2007.

2009/2010 :

● Asset Management starts restructuring.

● Several models appear :

■ “Core” traditional management (mainly asset allocation) ;

■ CIB and its management platform (SGCIB / Lyxor AM…) ;

■ “Stand alone” Hedge Funds.

Our opinion:

Better identified core businesses**.

It will be necessary to reinforce international standards related to portfolio diversification

and management-execution-custody separation.

SINGER & HAMILTON

*Appendix 2, ETF

**Appendix 3, Carmignac Gestion
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Private Banking: 2009/2010Private Banking: 2009/2010

Current situation :

● Global Banking vs. Private Banking.

● Private banking cost of development higher than retail banking network optimization.

● Less profitability per client due to increased competition, money market & short term deposits and
market devaluation (decreased AUM).

● Expansion of “on-shore” centers and transfer of “off-shore” centers to Asia.

Industry change :

● What evolution for the private banking industry : “client services”* or “portfolio management
performance”**?

● Back to discretionary asset management ?

● Conflict of interest (protecting the client’s assets vs. the bank’s margin)?

Our opinion:

“On-shore” Private banking development is limited as it is difficult to industrialize the model.

Also, the cost/revenue ratio is not satisfying for both employer and employee.

Marketing methods need to be more sophisticated.

SINGER & HAMILTON
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PrivatePrivate EquityEquity: 2009/2010: 2009/2010

● Reduced overall allocations to Private Equity.

● Less leveraged operations (shortage of financing).

● Longer exit strategy (value enhancement, management of distressed companies…)

● Focus on small & mid caps markets (no more jumbo deals).

● Management fees reduction except for top PE funds.

● LBO professionals moving to restructuring, infrastructure, capital development or mezzanine funds.

● Changes in funds/company governance.

Our opinion:

Private Equity funds will face a “Scissors Effect”.

The investor’s role will be more complex vs cost reduction objectives.

SINGER & HAMILTON
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RetailRetail BankingBanking: 2009/2010: 2009/2010

● Major hobby-horse of banks mergers due to : over 15% after tax ROE, low-asset demanding source
of revenues, major distribution channels, risk diversification, share price impact…

● Bank insurance : a banking success.

● “On-line” development : Barnes & Nobles rather than Amazon.

● Stabilizing costs while continuing to recruit and invest.

● A recognized weakness in terms of ‘’marketing’’.

● A better image for candidates ?

● Retail network : a pool of managers ?

Our opinion:

Many mergers/acquisitions are to be expected because retail banking is considered
sustainable and recurrent.

Some global banks are coming back to a “retail banking” culture : salary contraction,
“rain-makers” departure, risk and margin reduction and process industrialization.

SINGER & HAMILTON
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ConclusionConclusion

● Actors and markets need to be more regulated in order to avoid the “too big to fail” effect.

● Splitting Investment Banking from Retail Banking again would be useful

● The historical domination of Wall Street banks has disappeared in 2009. For how long?

● Some historical brands are disappearing.

● Paris market place has to develop his key success factors : structured derivative products and Asset
Management.

● Mid-size banks will become trendy and will replace the small boutiques of the early 2000.

● There is a “Brain Drain” risk for the Paris market place. It will be tightly linked to compensation rules
and level.

Our opinion:

Markets have no memory*.

The crisis will be forgotten by 2012 unless …

…G20 states have a hard time refinancing…

SINGER & HAMILTON
*Appendix 5, Markets have no memory



17

SINGER & HAMILTON

AppendixAppendix



18

SINGER & HAMILTON

Appendix 1:Appendix 1: Amounts outstanding of OTC derivatives (2008)Amounts outstanding of OTC derivatives (2008)
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Appendix 2: ETF (Global AUM)Appendix 2: ETF (Global AUM)
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Appendix 3:Appendix 3: CarmignacCarmignac GestionGestion (December 2008 AUM)(December 2008 AUM)
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Appendix 4: Products & Services in Private BankingAppendix 4: Products & Services in Private Banking

The Economist, print edition, August 17th, 2006
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Appendix 5: Markets have no memoryAppendix 5: Markets have no memory

The Economist, print edition, August 17th, 2006

Un capitalisme hors de contrôle

La dérive des nouveaux produits financiers (1994)

En quelques années, le montant des produits financiers dits «dérivés» est devenu astronomique : il correspond au
double du produit national brut des Etats-Unis...
…L’économie réelle est à la merci de l’économie virtuelle. Faut-il réglementer cette nouvelle bulle spéculative qui ne
cesse d’enfler ?
…les grands établissements financiers, craignant qu’on ne tue la poule aux œufs d’or, s’opposent vigoureusement à
tout contrôle. Ils invoquent la « main invisible » du marché, l’idéal d’efficience, et encore et toujours la réduction du
risque...
…M. Marc Viénot, président de la Société générale, déclare : « Le procès que l’on fait aux produits dérivés me
paraît excessif, et les risques qu’on leur prête aussi (...). Personnellement, je ne crois pas qu’on ait besoin
d’une réglementation internationale particulière (13). »
…M. Alan Greenspan, président de la Réserve fédérale américaine, a apporté son concours aux fabricants de
dérivés en prenant parti en faveur d’un maintien du statu quo et en déconseillant au Congrès de légiférer sur le
sujet. Toute réglementation supplémentaire serait inutile, voire néfaste, dit-il, car « le risque systémique est
négligeable ».

Par Ibrahim Warde, Professeur Associé à l’Université Tufts
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Singer & HamiltonSinger & Hamilton
Established in 1989, Singer & Hamilton is an Executive Search* firm specialising in financial services.

The company is a leader in Continental European searches in the following sectors:

● Global Markets & Investment Banking.

● Asset management & Private Equity.

● Insurance.

● Retail Banking.

● Real Estate.

● Corporate (Finance).

Singer & Hamilton’s professionals are sector specialists able to provide a global view of their market.
While their priority is to deliver, they also provide a consultative approach to their client’s needs. Their
aim is to successfully implement and integrate human resource capital; one of the most important asset
to any client.

Singer & Hamilton strive to exceed clients’ expectations in terms of the following:

● Organizational understanding, clients’ requirements and current market views.

● Provision of highly sought-after human capital in the shortest possible timeframe.

● Free-flow of communication between the client, Singer & Hamilton and the market concerned.

contact : sh@singerhamilton.com Tel :+33.1.53.64.77.77

* In parallel to its expertise in Executive Search, Singer & Hamilton also provides the following services :

• Executive Assessment.

• Transition Management.


