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Since 2020, the ValueExchange and ISSA have been
partnering to help make the case for transformation in
asset servicing.

In this latest global survey, led by ISSA with the support
of Broadridge and DTCC, our aim was to provide an
industry update on 4 key themes:

¥ How much are corporate actions costing us in 2024?

x  What root causes are we seeing trigger issues across
the market?

x  What steps are firms taking to minimise cost and
risk?

¥  What is the Ilonger-term case for industry
standardisation from issuer to investor?

These Key Findings summarise the statistical insights
gained from our market survey in Q2 2024, sourcing
detailed views from 278 respondents globally (with a similar
distribution to 2023’s respondents).

This is a discussion document and we look forward to
discussing the results of this research with you - to help you
make the case for digital transformation in your
organisation. X
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Asset Servicing
Automation 2024

Key findings

Investors are carrying a direct cost of
USD14m for corporate actions — with
indirect pass-through costs multiple times
that value

Up to 453 people are touching a corporate
action across its lifecycle: most of whom
are at local market level

Corporate action errors are costing up to
10% of our running costs — most often due
to local market errors

Investors’ asset servicing costs are
growing by 23% per annum - although
there are signs of efficiencies at local
market level

Accelerating volume growth in major
markets is a core driver of corporate action
pressures: especially in North America

Only 20% of funds are seeing corporate
action costs directly impact their
performance today

What is the core issue?

Processing errors and data gaps are
causing problems for financial institutions —
which causes frustrating delays for issuers

Our STP rates for voluntary events are
less than 40% for investors —and declining

Hidden risks permeate the corporate
action lifecycle: with 75% of investors
manually validating their event information
in high growth markets

Lack of clarity is a big-ticket problem: the
#1 cause of high value errors today

Data consistency across custodians is the
#1 problem for 75% of investors

Instructions are where the manual risk is
most acute: with 72% of messages
processed manually

What is the change?

75% of issuers plan to automate their
corporate action notifications in the next 3
years

Volumes, costs and clients are the drivers
of 70% of automation projects: not people,
complexity or errors

100% of investors are spending to
automate their voluntary event processing
today

Change is big: System change and new
data sourcing are the preferred options for
automation

Issuers systems are a core blockage to
automation - although no one is chasing
them

Current solutions are struggling: they are
too complex and costly to implement
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What is the case for

standardisation?

30% of issuers believe their costs would
be halved through automated notifications

Automation would drive an 87%
reduction in the number of errors

Investors would realise annual savings of
USD680k from automation

Regulation works: SRD is driving
significant automation in Europe

57% of issuers believe that their transfer
agents should be responsible for
automation: as a point of concentration

Over 75% of issuers and investors agree
that there is minimal downside to
inaction
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Fund managers and beneficial owners are carrying a direct cost of USD14m per
annum - with indirect, pass-through costs multiple times that value

! Total Costs of Asset Servicing (Average in USD million per annum, by segment)
Assumes 3 regional teams and 20 investment markets
$1.74
e N e $0.28 o $0.99 $0.41
|
Issuers Exchanges /CSDs Brokers Custodians Investors
$4.76 $6.70
$20.40

Business as usual
/ Running costs
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How much is asset

® ® ® ? DTCC
servicing costing us?
Average issuer headcount per asset Average Asset Servicing Headcount by Scope and
servicing event Segment (2024)
Up to 39 FTE That can
needed for issuers then
to manage a need up
corporate event to 414
FTE to
process it

16
15
Local team
B Regional team
B Global team

Issuer Transfer Agent / Sponsor Law Firm

Exchanges/ CSDs Brokers Custodians Investors

Up to 453 people are taking one event from issuer to investor
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Custodians are carrying the heaviest resourcing weight for proxy voting

Total distribution of
headcount by activity

72%

Average Headcount by Scope & Activity (2024)

Brokers 19%

Custodians

Investors

® Proxy voting Corporate Actions (Mandatory events, Income events, Voluntary events)



How much are asset servicing

errors costing us?

Up to 10% of our running costs — with the majority due to local market errors

Average cost of errors per firm
(USD thousand per annum)

10%

Of total running
costs

5%
Of total running
$-| 356 costs
4%
Of total running $920
costs
$91
$178 $293 |
Exchange/CSDs Brokers Custodians

B Clobal ™ Regional Local market

3%
Of total running
costs

$293
£112

Investors

Distribution of error costs by team level
(% of total costs)

® Global = Regional Local market
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How much is asset
servicing costing us?

A quarter of respondents are seeing their asset servicing costs grow by 10% per annum - with investors’
costs escalating rapidly

% change in average corporate action costs
(2023/2024)

Corporate Actions costs change (2023/2024)

48% 15% 1%

Proxy Voting costs change (2023/2024)

49% 11%

Brokers Custodians Investors

1-5% = 6-10% ™m11-20% ™| Over 20% x
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How visible is this to the investor?

Where are corporate action costs allocated by fund managers? (% of respondents per level)

Fund expenses / TER 53%

/Only 20% of portfolio managers\
are seeing the impact of this
cost growth in their portfolio

performance.

Fund company level

Fund performance ] . ]
What incentive to act is there

for the 80%7? /

1”:.:»{



What is the
core issue?




What are the core issues that we
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Poor automation of data is creating meaningful issues for issuers

Issues faced by financial Issues faced by issuers and transfer
institutions in 2024 (% struggling with agents in 2024
each issue, multi-choice)
Poor visibility on event responses o 5
‘“Q'C‘?Crtr‘zi/ System errors Manual : (until just before deadline)
et errors Processing errors
8% 22%
Lack of active engagement from
Lack of investors (i.e. majority resorting to 38% 50%
clarity on Incomplete default options)
event data Data gaps
det?'ls 10% Inability to engage with leading
15% shareholders in a timely way before 25% 63%
deadline
Late
notifications Timing Investors asking for last minute
14% extensions / work around processes 2% 207

Incorrect - ) ) o
data Data errors Inability to identify beneficial owners

13%

B Significant impact ™ Limited impact



What are the core issues that we
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B Mandatory / Income events

H\/oluntary events

South Africa
United Kingdom

Proxy events Canada

heed to address?
S DTCC
Our STP rates are low and declining
Average STP rates event segment Change in Automation Rates Per Market
(and by event type) (2023/2024)
Singapore
Hong Kong 1%
Brokers 50% . I
Switzerland | 01%
Ireland 0%
ltaly
Custodians 71% Japan
Germany
United States
Australia -26%
Investors France -26%

-32%

-42%

-49%

[><



What are the core issues that
we nheed to address?

Investors face multiple layers of hidden manual risk - especially in event validation

Cumulative levels of risk faced by each market segment
(% of respondents undertaking each level of manual activity)

Brokers Custodians

ouncement

Asset Servicing
et servicing IRISTAY
g
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Investors

% receiving non-STP event data B % having to revalidate data B % having to use additional sourcing B % receiving manual election decisions
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What are the core issues that we e
need to address?

Highly manual additional sourcing is the #1 driver of high-value errors

Average cost of errors Root causes of high value errors
(USD per annum, by root cause) (over USDIm, average distribution)

Lack of clarity on event details

Manual errors $3.7 M

Lack of clarity Late nﬁts'glcat'ons

on event Incorrect data
details 4%
20%

Late notifications $2.8 M

Incorrect data $2.4 M

Incomplete data
Incorrect instructions / 7%
elections
%

System errors $22 M

Incomplete data 19 M : :
7 $ Late instructions /
elections

: . . %
Late instructions / elections SWVAY

System errors
16%

Incorrect instructions / elections $1.6 M



What are the core issues that we
need to address?

Election risk for custodians, data risk for investors

International Securities
\\\\\\\\\\\\\\\
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Issues causing a meaningful P&L impact in asset servicing

% of respondents citing each issue, per segment =
(% & S Sl ) Custodians

Lack of automated connectivity to registrars, tax authorities, etc.

Manual / PDF-based submissions from issuers 57%
Issues and errors in tax calculation and reporting 48%
Investors
Inconsistent interpretations of events across different market sources / custodians 65%
Issues in managing and tracking claims 66%
Lack of automated connectivity to registrars, tax authorities, etc. 72%
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Manual risk is much higher for instructions than for announcements

How are we receiving event notifications How are we r.ef:eiving event elections
(% distribution, globally) f% recelylng manual event
instructions, per segment)

. ' . : Brokers 50%
How are we receiving event elections / instructions
(% distribution, globally)

Investors

W |SO 15022 messages B |SO 20022 messages

Local data standard B Website / portal

B Manually (e.gemail, phone, fax, letters)



03

Where is the change?
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Where are we driving change?

We are spending a lot of money trying to fix voluntary events today

% of respondents in each segment with
change plans in each event type

INnvestors

Custodians

Brokers

B Mandatory / Income events

B \/oluntary events

Proxy events

Asset Servicing WSTSIasle

‘Automation .
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Top 5 markets for asset servicing
change (% of respondents by market
with change projects planned)

United States 60%
United Kingdom 30%
Canada 25%

France 25%

Germany 23%
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We're spending on
instructions

Broadridge
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INnvestors Custodians

MN% Announcement Sourcing 12%

13% 13%

Validation (including scrubbing)
13% Entitlements calculation (and stock records) 10%

N% Notification (to your clients) 13%
Instruction processing 16%
15% Allocation / Distribution (including payments) 1

13% Client (status) reporting 1%

7% Client servicing (Q&A and Exception handling)

N N
X X
©
X
©
N o
X

Tax claims processing
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How are we driving automation?

System change and data are our core answers

BN pq Broadridge:

DTCC
. . Main solutions for corporate action
Machine Learning (ML) .
7% Managed automation
Robotics data services
AP| connectivity 2% 1%
8% S .
ourcing
additional data
10% Brokers % N% 4% 18%
Adopting
data
standards
8%

Custodians N% 7% 7% 5% 1% N% 1%

Generative Al

i Changing core
Hiring systems
> 46%

Investors

8%




What are the challenges for financial
institutions in automating?

Current solutions are being set up to fail: they have to work too hard,
at too much cost and with implementation times that are too long.

By Segment

/ Cost / )

benefit
doesn’t
Mmake sense
forupto
37% of
investors

Investors

B Return on investment is too long

Solutions do not reach the required levels of STP/error rates
B Technology is still unproven at our scale
OLack of client / counterparty support

52%

Custodians

52% of
custodians
are on their

own

N

y,

Asset. Serwcmg : JSS?T
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Change s
too slow for
36% of

brokers

Brokers

B Projected cost / risk impact does not justify the project investment
B Risk of change - Program risk over the status quo

B |ack of access to internal specialists and resources
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Proxy voting: are we still

|mplement|ng SRDII?
B A Key drivers of investment
into proxy voting automation
Talent (% of respondents)
turnover
8%
Client North America Europe Africa and Middle East Asia-Pacific

Regulation .
experience
(SRDII) P /

° |loss of
31% business
15%
Cost

reduction

18%

Increased volumes

27%



What is the case for
standardisation

28



Why are issuers investing in

automated, logical data distribution?

Key Drivers for Issuer Automation (% of Issuers citing each issue)

Ability to ensure that 100% of elections are received by you or your agent (i.e.
with no losses in information)

Ability to receive elections faster / earlier from beneficial owners

Reduced cost of event processing (including handling, reconciliation, etc.)

Ability to identify beneficial owners

Ability to engage directly with beneficial owners 13%

Ability to send event announcements faster to beneficial owners 13%

W Trigger for investment

25%

Nice-to-have

38%

38%

25%

38%

63%

63%

eeeeeeeeeeeeeeeee
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What are the challenges for issuers Avtomaton > JIRESIA
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in automating?

Current infrastructure is creating inertia — which there is little need to
overcome

Issuers’ biggest obstacles in driving automation (% of issuers citing each issue)

Current system capabilities and dependencies 29% 57%

Lack of demand (and downside risk) from beneficial owners 29%

Challenges in investment prioritisation

Current levels of automation

Challenges in workflow approval between issuer and agents 57%

B Blocking progress B Limiting progress
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What would standardisation do‘?

Are issuers more bullish on the potential cost savings than FIs?

. . Broadrldge'
| pDTCcC

Expected P&L impact of real time, golden copy, standardised event notifications (% of respondents per segment citing level of change, excl ‘no change’)

20% Issuers

30% Brokers

28% Custodians

Investors

27% 4%

B Costs would increase (by 0-25%)

W Costs would be more than halved (by >51%)

- . - o
B Costs would significantly reduce (by 25-50%) Cesteworldiincreaseid RS Al hec

Costs would reduce (by 0-25%)



What is the case for logicized o5

event data?

Savings for 66% of respondents and up to 87% reduction in the cost of

errors

Expected P&L savings from
standardisation

Costs would
significantly reduce

(by 25-50%)
26%

Costs would reduce
(by 0-25%)
38%

No cost impact
24%

Costs would increase significantly (by >26%), -3%

Costs would increase (by 0-25%), -6%

Asset Servicing

\\ y

DTCC

51% of

errors

could be

avoided

with a

Incorrect data Er;‘:?zlgg
13% Manual data feed

errors

22%

Root causes of corporate actionerrors

Incorrect

instructions /

elections
8%

System errors
9% . Lack of

clarity on
event
details
15%

A further
36% of
errors
could be
reduced
with a
properly,
logicized
data feed

Late instructions
/ elections
10%

Late
notifications
14%

><
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What is the case for logicized Automation
event data? LA T e Brond
USD680,000 per annum removed from investors' direct costs — with several times LSRR
that in indirect costs eliminated

wwwwwwwwwwwwwwwww

Expected savings from a real time, logicised data feed (% Expected P&L savings by country (% saving
and USD million per firm, per annum) per annum)
Canada 32%
-20% Exchange / CSDs $1 -35m Japan 28%
United States 27%
Singapore 22%
-24% $3 .61 A1 Hong Kong 19%
Germany 19%
United Kingdom 19%
-35% Custodians $7-10m
France 18%
South Africa 13%
Switzerland 9%

-5% NEETeIE $0.68m

Australia = 3%
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Does regulation work?

DTCC
SRDII case study
Announcements distributed in ISO format Instructions sent in ISO format
17% 54‘% Europe

North America

Africa and
Middle East

20% Asia-Pacific

B |SO 15022 messages B[SO 20022 messages
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Who do we rely on to automate?

Are transfer agents a key point of concentration?

DTCC

Issuers’ expectations of who should be responsible for transmitting automated event

data (% of issuers citing each partner)

|ssuer




Where does the industry
heed to come together?

4SS
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Where does the industry need to come together? (average score out of 5)

Facilitating greater alignment between issuers, intermediaries
and investors (in terms of messaging formats and flows)

Driving more consistent use of standards by CSDs and
custodians/brokers across global markets

Defining and enforcing new data standards across the event
lifecycle

Tracking and measuring the cost of existing inefficiencies and
risks in the asset servicing event lifecycle

Developing new utility platforms to manage existing data
flows

4.3

4.0

4.0

3.4

2.9

. Broadrldge'



What if we do nothing?

Over 75% of issuers and investors agree that there is

DTCC
minimal downside to inaction
Issuers perceptions of downside risk of taking no Maximum Likelihood of investors removing stocks
action (% of issuers) SIS from a portfolio based on poor event data

o Huge downside risk / We must automate within Likel

14% 2-3 years X

Some downside risk / unclear case investment Unlikely

| VA8 Nodownside risk / no case for investment VU kel
Minimum ‘Ea

downside

Asset Servicing
Automation  [IERSISIAl
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The ValueExchange X

Empowering change-makers in the capital markets with expert-backed, statistical
insights on the case for transformation

Leveraging our... Hiaun  SAPHYRE ... to empower changemakers with:

afme/ accenture

[ ]
o ACPM | ACARR THE XCHAMCE
Hands-on experience ara ~ACl @ oriciehse Concierge
Over 25 years of practitioner experience in al: i A acsa’ \ Our personalized service to help
py Groadriage I
securities and capital markets 3 = e 'C|t| you get the answers you heed
c L 1 FFORD
CALMSTONE CHAMNCE

Measure Impact

Specialist benchmarking insights to
track the economic impact of your
transformation in dollars and cents

Expert community omputershare

An active and engaged community of industry DCV CA | ,\,1;&
leaders and changemakers across the globe

ISSA .

Unique industry data \‘ Ni:l':idi:]q InteractiveBrokers jF};

Over five years of in-depth data on how and ..
where the world is transforming its investment _ Digital /\sset "EEAMA

operations
Proxymity FNALITY.

Industry advocacy

Collaborative, industry-wide campaigns
to make the case for transformation

Thought leadership

Tailored whitepapers, factsheets and
webinars to help you make your case for
transformation

OClLS ENP PARIBAS
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Thank you!

thevalueexchange.co —

This report has been prepared by The VX (Canada) Ltd. and is provided for information purposes only.

The information contained herein has been compiled from sources believed to be reliable, but, although all reasonable
care has been taken to ensure that the information contained herein is not untrue or misleading, we make no
representation that it is accurate or complete and it should not be relied upon as such. All opinions and estimates
included herein constitute our judgment as at the date of this report and are subject to change without notice.

Unless we provide express prior written consent, no part of this report should be reproduced or distributed. We do not

accept any liability if this report is used for an alternative purpose from which it is intended, nor to any third party in
respect of this report.

This document must not be considered as an offer to sell or a solicitation of an offer to buy any product, security or
service.
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