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AN EVOLUTIONARY VIEW OF FINANCE...
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AN EVOLUTIONARY VIEW OF FINANCE... EXAMPLE: THE “US MODEL"...

70,000 -

60,000 -

50,000 -

40,000 -

30,000 -

20,000 -

10,000

HOUSEHOLD FINANCIAL ASSETS - Inflation Adjusted (in Billion Euros)

Source: Federal Reserve

USA: HOUSEHOLD FINANCIAL ASSETS

(In Billion Euros - Inflation Adjusted)

M Pension Funds

MEMO: USA
HHFA / GDP (2019) = 377%

= Life Insurance

® Mutual Funds

HHFA / Capita (2019) = ~US$187,000

M Equity (Listed)
m Bonds

B Savings Accounts, Time Deposits, Money

Market 401k
B Cash, DDAs
(1980)

ERISA
(1974)

1952
1954
1956
1958
1960
1962
1964
1966
1968
1970 88
1972
1974
1976
1978
1980
1982
1984
1986
1988

© The CBM Group LLC

1990
1992
1994
1996
1998

Financial
Crisis ‘08

Internet
Bubble
Crash

2000
2002
2004

2006
2008
2010

2012

2014

2016

2018

CASH +

MANAGED ASSETS

SECURITIES
(34%)

(49%)

DEPOSITS

(17%)



AN EVOLUTIONARY VIEW OF FINANCE... EXAMPLE: THE “US MODEL"...
USA: HOUSEHOLD FINANCIAL ASSETS PORTFOLIO MIX
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SUS Dollar (log scale)

.THE “US MODEL”...LONG-TERM INVESTMENT PERFORMANCE

US Investment Performance by Asset Class
Stock Market, 928355.73

1000000
100000
Long-Term Government Bonds
20341.77
10000
1M T-Bills, 2144.20
1000 Inflation, 1440.56
CAGR SINCE 1926
100
v S&P 500 Index 10.2%
One-Month US
Treasury Bills 3.3%
Government
10 Bonds 5.8%
US Consumer
Price Index 0.2%
OVERALL 4.9%

Assume full reinvestment of interest and dividends, no taxes

6 O L 5
8 o> B N
AT N

> A
«x
N

% 6 O 5 6 .9
S8 %%%090?’@@(9@@'6‘0\6\/

65 D O M» o OB A o »
5’ & S & & H K P P
9\1%0?0)“@“ KR IR IR R I S

o
o
N N



AN EVOLUTIONARY VIEW OF FINANCE...
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AN EVOLUTIONARY VIEW OF FINANCE...

HOUSEHOLD FINANCIAL ASSETS AS % OF GDP (2019)
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ROMANIA...

HOUSEHOLD FINANCIAL ASSETS AS % GDP

HOUSEHOLD FINANCIAL ASSETS AS % OF GDP (2019)
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ROMANIA IS IN THE EARLY STAGES OF EVOLUTION IN CAPITAL MARKETS ...

HOUSEHOLD FINANCIAL ASSETS - Inflation Adjusted (in Billion Euros)
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ROMANIA IS IN THE EARLY STAGES OF EVOLUTION OF CAPITAL MARKETS
Romania: HOUSEHOLD FINANCIAL ASSETS PORTFOLIO MIX

B Cash, DDAs M Savings Accounts, Time Deposits, Money Market ™ Bonds M Equity (Listed) M Mutual Funds ™ Life Insurance M Pension Funds

n
'—
L
n
73
<<
o
w
Q
<
=
<<
=

CASH + DEPOSITS
(68%)

0%
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

© The CBM Group LLC 10




Romanian Leu- Linear Scale

700

600

500

400

300

200

100

Romania: Investment Performance by Asset Class 2009-2020

Romania Investment Performance by Asset Class (Since 2009)
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CONCLUSIONS AND RECOMMENDATIONS FOR ROMANIA...

 Demographic pressure: emigration/aging of population; need for retirement savings!

* Capital Markets harness the power of compound interest to deliver superior investment
performance

* Romania is still « bank-centric » rather than « market-centric »; still in the early stages of
capital markets development

* Must accelerate capital markets development!!

 Need more investors, of all types and in particular retail.
—  Offer on-going investor information and education to stimulate retail and attract funds from bank deposits
—  Encourage the development of a Romanian wealth management industry (asset managers, financial advisors)
—  Create attactive Pillar lll products
— Attract Romanian diaspora in Europe and America (tax incentives?)— offer attractive products for expats

* Need more products:
— More equities: privatizations, IPOs
— More bonds, e.g. infrastructure and municipal bonds
— More mutual funds — equity and fixed income/ open-end and closed-end funds
— REITs
— Low-cost index fund
— ETFif feasible



ABOUT THE CBM GROURP...

e Management consulting firm specialized in financial services, based in New York

e Since its founding in 1992, CBM Group has advised 60+ leading financial institutions in North
America, Europe, Latin America and Asia

e Key clients include: Barclays, JP Morgan Chase, Canadian Imperial Bank of Commerce, UBS,
Santander, Citibank, Bank of America, AXA, Banco do Brasil, Mediolanum, BM&F BOVESPA (Brazil
exchange), TMX (Canadian exchange), London Stock Exchange (LSE), NASDAQ OM and Philippine
Stock Exchange, Santiago Stock Exchange (Chile)

e Practice focus:

— Capital markets infrastructure: exchanges, clearinghouses, depositories, interdealer
brokers, market data providers, rating agencies

— Wealth management: asset managers, distributors of investment and insurance products

— Risk management: credit risk models, market risk models

e (Contact:

Andre Cappon, President

The CBM Group, LLC

575 Madison Avenue

New York, NY 10022

Acappon @thecbmgroup,com
Phone: +1 646 282 0051
Mobile: +1 646 639 7574
www.thecbmgroup.com
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