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The Geneva Association Etudes et Dossiers no. 355

Consumer Needs in Financial
Services in Asia

Chris Ip

Summary of today’s discussion

Consumers across Asia are becoming wealthier, older, and more sophisticated in their
behaviors and attitudes towards financial services.

= Rising affluence and high net worth across Asia. The population of affluent and high net
worth individuals is growing rapidly across Asia

= Rapidly ageing population across Asia. An increasing imbalance between Asia’s non-
working and working population is increasing the need for retirement products

= Shift to investment products. Across Asia, consumers are increasingly shifting their
investments from deposits to investment products — this is the largest growth in retail AUM
growth today

Ubiquity of technology increasing influence of online channel. The online channel is
becoming an increasingly influential channel in financial services

This requires providers to upgrade to a multi-channel, multi-segment marketing and
sales model and innovate in the way they engage consumers

McKinsey & Company | 1
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@ RISING AFFLUENCE — HNW AND AFFLUENT POPULATIONS GROWING

RAPIDLY ACROSS ASIA

HNW individuals

Defined as $878k + investible assets

Personal financial assets

$ bn
CAGR
2006-12E
2006 2012E %
China - 439 1,029 15.0
Korea :.: 351 527 7.2
Taiwan “ 94 176 10.1
India 50/263 * 113/565* 15.2/14.2*
Hong Kong (3 201 314 7.6
Singapore 50 88 7.2
Malaysia 31 63 11.9

Affluent

Defined as $88k-$878k investible assets

Personal financial assets

$ bn
CAGR
2006-12E
2006  2012E o
China - 828 1,430 95
Korea :.: 452 690 7.2
Taiwan “ 226 389 9.1
India 75/201* 138/439* 12.2/14.0*
Hong Kong (3 251 364 6.2
Singapore 63 88 5.0
Malaysia 50 88 7.9

* Values for nonresident Indian

Sources: Datamonitor; Merrill Lynch/Cap Gemini, “World Wealth Report” (2006)

McKinsey & Company | 2

eASIA’S POPULATION IS AGEING RAPIDLY WITH GROWING NEED FOR

RETIREMENT SERVICES

Need for retirement investment increasing with
time

[] 2001
I 2021

Population aged over 65
%

10 working
adults*
support

1 retiree**

2001

6 working
adults*
support
1 retiree™*

2021

Y

3 working
adults*
support
1 retiree™*

&
Y

2051

Korea

Taiwan

India

Hong Kong

Singapore

Japan

* Working adults: Aged between 15 and 64
** Retirees: Aged 65 and over

McKinsey & Company | 3

Sources: Data up to 2021 from Asian demographics; data for 2021 from McKinsey estimates
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IN MOST MARKETS, CONSUMERS ARE SHIFTING THEIR FINANCIAL
ASSETS FROM DEPOSITS TO INVESTMENT PRODUCTS
ASSET MANAGEMENT EXAMPLE
PFA in deposits and cash Composition of growth in retail AuM
% $ bn
7 2002 [ 2006 2,700
China il 334 [ 200 |
) 62
Korea [42 ] 800
Tawan G s |
Hong Kong “ 135 151 1,210 ’ e ‘
Singapore |]1%1
230
Thailand e 2
Malaysia I21834 2006  Invest-  Shift  Invest- 2011
retail ment from ments retail
AuM return deposit  from AuM
u.s. GDP
UK. 122 growth
Sources: Bank of Japan; PBOC; China securities and futures yearbook; Taiwan Central Bank; Taiwan national statistics;  \ickinsey & Company | 4
MAS; Bank of Korea; U.S. Federal Reserve; UK office of national statistics; SITCA; TSE; HKMA

o BROADBAND PENETRATION ACROSS ASIA EXCEEDING WESTERN
ECONOMY LEVELS
Broadband penetration CAGR, 2008-12
Country/region Percent of Households, 2008 Percent
n Hong Kong ‘ 74 2
p— Singapore ‘79 3
P Australia ‘ 63 4
New Zealand |50 8
B china 20 17
[ ] Japan ‘53 5
| | Russia j 12 20
E W Europe ‘ 54 7
E: E Europe 41 9
E  United States |65 4
LR South America j 17 14
McKinsey & Company | 5
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e ONLINE CHANNELS BECOMING INFLUENTIAL

PERCENT OF RESPONDENTS INDICATING THAT THE SOURCE
WAS VERY INFLUENTIAL IN DETERMINING CONSIDERATION SET

All customers

Visit to branch \41

F.l’s Web site |38

Friend/family |38

D.M. from F.I. 23
Comparison

" ) 22
shopping website

E-mail from F.I.

TV commercial

T B
e

Online banner

Radio

] Non-online sources
] Online sources

* Online channels are more powerful than
many realize, growing to be as important as
offline channels in customers’ purchasing
decisions
— A financial institution’s Web site compares
to recommendations from friends/family
and visits to the branch

— Comparison shopping Web sites and e-mail
are as important as direct mail, especially
for savvier segments

— Online banners are as good as or better
than more expensive traditional media

Given importance of these channels,
financial institutions should continue to
invest in them and tailor their content and
messaging (including advertising) to the
segments they are targeting both on and off
their websites

McKinsey & Company | 6

Source: McKinsey FIG Digital Marketing KIP, McKinsey US online banking consumer survey; ethnographic interviews

e THE INTERNET HAS BECOME A LEADING SOURCE OF
INFORMATION FOR HEALTH/MEDICAL INSURANCE

Percent

Individual members

Question: When last considering health
insurance plans, what steps did you take to
understand your health plan options?

Ages 18-34 3554 5564 65+
Spoke with 57.8 j 405 j 28.7 ] 325
friend/family

Looked 56.5 61.7 j 40.7 j 376
online

Spoke with 453 j M3 465 j 30.8
Ins. carrier

Spoke with j j j ]
oo | 342 39.2 36.7 39.8
Respondediio j 28.9 ]21 2 ] 23.7 j 28.8
deal/promo

Wentld ] 158 |42 }6.7 ] 17.3
an event

Lookedlip }7.8 12 12 17
Library

Well over half spoke with HR department, but one-third also spoke with a friend/relative or their current insurance carrier

Source: McKinsey consumer health insurance survey, 2007

Online sites visited

Question: Where did you look for information
when last considering health insurance plans?

Group Group
members members
o with without
Individuals  ¢poice choice
Health insurers | | |
Web site 88.5 724 75.2
Web search ] 39.7 ]22.7 ] 19.9
ehiealt] ]23.7 53 }6,7
insurance
Web MD ] 14.5 ] 14.6 } 11.6
AARP J 11.0 }9.7 J 10.0
Employer } j
Web site 9.2 53.6 33.3

McKinsey & Company | 7
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Busy, affluent
professionals

High-income executives, highly demanding and|

time scarce

* About half of them is 35-45 years old, income
ranging from SGD 120K-240K+ per year, both
locals and expatriates

* Mostly married with 2-3 children and live in high:
end districts like Bukit Timah, Tanglin, etc.

* Very busy and value “brand” and Internet /

O '
\engaged onlm‘/

remote capabilities of financial institutions

Price shoppers /

el

Savvy and

o THESE TRENDS TRANSLATE INTO NON-HOMOGENEOUS MARKETS
WITH MANY SEGMENTS HAVING VERY DIFFERENT NEEDS,
ATTITUDES, BEHAVIORS AND BUYING PATTERNS

and others

| Likely lower-income
families who shop for
simple, affordable
products

~70% is 30-50 years old, income
ranging from SGD 24K-48K

2-3 children, high-school educated,
live in HDB flat

Very price-sensitive, willing to shop
around for the best offer, not loyal
Not very savvy online

Middle / old-aged
conservatives

Local Singaporean families very
risk averse, want simple products,

unwilling to pay for advice

* Mostly retired and pre-retirement group, income
ranging from SGD 24K-78K per year

* Mostly married with 2 grown-up children, high-

school educated, live in HDB flats

Not willing to pay for advice

Lagging in use of the Internet and does not

generally research and shop online

* Percentage of the total adult population in Singapore

Source: McKinsey Consumer Segmentation of proprietary consumer research data

Young advice seekers

Young working adults wanting

accessible investment advice

= About 78% is 25-39 years old,
income ranging SGD 24K-
54K per year given that they
just started working

= Likely to be single, college-educated, and
live with their parents in condominiums or
landed properties

= Usually more technology savvy, use internet
frequently, and want convenient access to
professional advice

Self-directed planners
Middle-aged, tech-savvy
professionals who prefer to
direct their own investments
= About 50% is 35-45 years old,

income ranging from SGD 48-
78K per year (mostly
managers/professionals)
= Mostly married with ~1-2 schooling children,
college-educated, live in condominiums,
and drive sedans like Camry
Fairly sophisticated, demand wide variety of
products and self-service capabilities

across multiple channels

SINGAPORE EXAMPLE
McKinsey & Company | 8

What are my current capabilities across segments and channels?
Multi-channel What do | need to do to reach parity? How do | want to differentiate myself?
strategy What segments am | targeting? How do they use different channels?

Product

development IFHIEIE

Advertising

Multi- = What new = How does my pricing * How do | best
channel products/ vary by channel?

communicate with

questions concepts do | = How should | price customers across

to develop? online-only products?  channels?

address = Should | = How can | use digital * How do | measure
eliminate some tools to test rates or and allocate spend
products? serve varying rates? between channels?

Organization and How should | organize for success?

infrastructure What should my operating model Iook_ like? ;
What technology platform(s) are required to enable the business?

THIS CHANGING CONSUMER ENVIRONMENT REQUIRES FINANCIAL
INSTITUTIONS TO UPGRADE THEIR MULTI-CHANNEL MARKETING &
SALES CAPABILITIES

Services/loyalty
programs

How do | best How do | service

leverage the customers online

channel to sell? and across

What should my channels?

online customer = How do | use digital

experience be? tools for cross-sell
and to promote
loyalty?

McKinsey & Company | 9
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Summary of today’s discussion

Consumers across Asia are becoming wealthier, older, and more sophisticated in their
behaviors and attitudes towards financial services.

= Rising affluence and high net worth across Asia. The population of affluent and high net
worth individuals is growing rapidly across Asia

= Rapidly ageing population across Asia. An increasing imbalance between Asia’s non-
working and working population is increasing the need for retirement products

= Shift to investment products. Across Asia, consumers are increasingly shifting their
investments from deposits to investment products — this is the largest contributor to retail
AUM growth today

Ubiquity of technology increasing influence of online. The online channel is becoming an
increasingly influential channel in financial services

This requires providers to upgrade to a multi-channel, multi-segment marketing and
sales model and innovate in the way they engage consumers

McKinsey & Company | 10
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