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PRIVATE BANKING OVERVIEW




DEFINITION OF PRIVATE BANKING AND ROLES

“providing finance—related total services to high—end customers.

“Individually Tailored Investment Counseling”

* Asset management such as investment, insurance etc.

» Banking activities such as deposit, foreign currency, wire-transfer, loan etc.

» Trading of equities

» Trust fund management such as testamentary trust, inheritance management etc.
» Custodian activities such as payment, receipt of dividend etc.

» Consulting related to tax and legal, etc.

» Other value added services (real-estate, antique purchase/sales & family services)




HISTROY OF PRIVATE BANKING

Following the Crusade War in the 13th century, Switzerland became the center
for international commerce. Especially with an increase in transferring of
money by Swiss soldiers, a number of banks started to emerge to protect

confidentiality and their secret accounts. This was the origin of “private banking.”

With a continued noble-oriented class stratification during 18" century, the
Management of assets of upper class became an important business, and
Centered around Switzerland, a form of private banking began to develop

even further based on partnerships with wealthy customers.

Although traditional private banking was originated from protecting customer
assets during wars/revolutions, since 1980, it has been developed into a
financial system exclusive for management of newly emerging “new-money”

high-end customers financial assets




SWITZERLAND KNOWN AS THE CENTER OF PB

Expertise and know-how: Private banking No.1 position in the world

Economically and politically stable with low inflation rate and strong

currency of Swiss “franc”

Secure and strict protection and confidentiality provided by banks

Deregulation of capital import/export

Other,

* Permanent neutral country since: 1815

Geographically located at the center of Europe

Stable finance system

Simple regulation and easy-to-understand system

Multilingual and multinational resources (Private banker: 30% Jewish)




CANDIDATES OF PRIVATE BANKER

» Strong asset management capabilities with a wide range of financial

knowledge

» Able to give advice on wine, antiques, art works investment

 Financial coordinator capabilities

« Certified Financial Planner (CFP)

» Securities Analyst, Portfolio Manager, Fund Manager

» Excelled in English language with PC operating abilities

» Wide range of experience in financial and investment products
» Certified Finance-related Advisor

 Certified Financial Planner




ORGANIZATION OF PRIVATE BANKING

Credit Suisse Financial Service

CS Group
|

Credit Suisse First Boston

Corporate & Private Institutional CSFB
Retail Banking Banking Securities Financial Service
Life & Pension Insurance

JB PB
|
| | | |
Private Asset Tradin Corporate
Banking Management g Finance



MAJOR PLAYERS

=2 23y Aot 2 (e Ee)
1 UBS 434
2 Morgan Stanley 292
3 Credit Suisse 265
4 J.P. Morgan 245
5 Goldman Sachs 230
6 Deutsche Bank 196
7 Citibank 150
8 Merrill Lynch 136
9 HSBC 135
10 BNP Paribas 92

X2 Fortune 2002. 6.




KEY FACTOR OF PRIVATE BANKERS' SELECTION
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REVENUE COMPOSITION
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COMPARISON OF PB STYLE
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RISK FACTORS
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PORTFOLIO AT DIFFERENT STAGE OF LIFE

- Expert advice to reach your financial goal
- Comprehensive financial consulting

throughout your life cycle Building up
your assets

Enhancing Inheritance

Building up your assets
Provision for retirement

your asset _
Family Starting business
Career progress Home ownership

Wealth creation




PORTFOLIO IN BUSINESS CYCLE
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INVESTMENT OBJECTIVE & CONSTRAINS

Risk Tolerance

Investment Amount

Portfolio Cash Requirements

(Liquidity)

Time Horizon

Construction

Expected Return

Personal Investment
Guideline or
Preferences




INVESTMENT DECISION PROCESS

Economic Analysis & Forecast

Investment Policy

Strategic Decisions

Top—down

- Asset Allocation
- Geographical Mix

- Currency

Tactical Decisions

A

Equity

Fixed Income

- Economic Sector
- Industrial Sector
- Stock Selection
- Marketing Timing

- Yield Curve Strategy
- Term Structure

- Bond Selection

- Marketing Timing

Bottom—up




IMPORTANCE OF ASSET ALLOCATION (1)

Asset Class Allocation
91.5%

Security Selection
4.6%

Other 2.1%

Market Timing 1.8%

915

Source: Financial Analysts Journal, B.G.P. Brinson, B.D. Singer & G.L. Beebower, June 1991



IMPORTANCE OF ASSET ALLOCATION (2)

Market Timing Strategy Strategic Asset
with 60% Accuracy Allocation Strategy
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Average return:23.34% Average return:26.23%

Note: Based on Simulation of 100 Weeks Performance Against Benchmark



RETURN BY EACH PRODUCT

F2 SSMES o 2 2UE
2000-

1981-84 1985-86 1987-88 1989-91 1992-96 1997-99  Sep 2002

Bonds Int’l Value Int’l Value US Growth US Value US Growth Bonds
14.5% 65.0% 30.5% 24.8% 16.0% 38.0% 12.2%
US Value Int’'l Growth Int'l Growth Bonds US Growth US Value US Value
11.6% 60.2% 23.7% 13.4% 13.2% 18.8% (15.3)%
Int'l Value US Growth US Value US Value Int'l Value Int'l Growth Int'l Value
8.1% 23.6% 9.6% 11.4% 10.8% 17.3% (15.9)%

US Growth US Value US Growth Int'l Value Bonds Int'l Value Int’l Growth

6.5% 23.0% 7.6% (0.3)% 6.8% 14.0% (25.2)%
Int’l Growth Bonds Bonds Int’'l Growth Int’l Growth Bonds US Growth
4.4% 19.2% 4.0% (3.1)% 5.6% 5.6% (25.4)%
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CASE STUDY

250,000

200,000

150,000

100,000

Z7| FA+=24 $100,000 / 42 $10,0004 FIHFAL

S XtX} A: Rebalanced...
$176,280
$151,653

Capital Invested
$150,000

1996 1997 1998 1999 2000 2001 2002-Dec

A= Alliance Capital

EX}XI B: Chased Returns....



PRIVATE BANKING BUSINESS IN KOREA




DEVELOPMENT OF FINANCIAL MARKET
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AF=: McKinsey & Company



COMPARISON OF PFA

=S AR

34.4%

A= AR

65.6%

=TS AR

69.3%

AEXHA

30.7%

=SS A

46.0%

A= AL

54.0%



http://store1.yimg.com/I/landfallnav_1580_186339
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ATTRACTIVE KOREAN PB MARKET

Thousand people, Billion Dollar I Individuals with > $100K

Number of individuals
with > $100K in liquid Total liquid assets
financial assets* (Individuals with > $100K*/total)

Japan
China
Korea has
Y g the third
\&.@ largest
financial
_ asset base
Taiwan in Asia
Hong Kong
Singapore

Source: Datamonitor 2000;



POTENTIAL MARKET & CLIENTS

Market Size

- Merrill Lynch: 28 AIAHS 1008 Ehe{o| A 2 R &K= 55,000H
. BCG: 2005A0| =™ A& H 27} 250F-290x2 H2 (A H 12% M%)
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REVENUE CONTRIBUTION BY CLIENTS

— Deposit, Credit and Operating Income by Asset Size —

o 1% \0.8% ***************** s E
53% |- 6.5% |
O 6.0% | "~ 21.4%
% |\ 30.8% / \ -~
15.4% |\ o
19.7%
21.4% 37 79
21.4%
76.5% Lo | 21 4%
20.8%
16.0% | -~ 37.5%
16.7%
10.4%

No. of Client(%) Size of Deposits(%) Size of Credit(%) Operating Income
272,541(100%) $35.2 bn(100%) $811 mn(100%) $12 mn



STAGES OF PRIVATE BANKING DEVELOPEMENT

* Exceptions for
customers with
of| A DZH

= unique needs
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CHARACTERISTICS OF VIP CLIENTS
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NEEDS OF CLIENTS
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CURRENT PORTFOLIO OF VIP CLIENT

Investment
Product
8%

Others
3%

Insurance
7%

Real Estate

Bank Deposit 60%

22%




EXPECTED PORTFOLIO IN THE FURTURE

« FSLEX], =) 40%
=, 77t 53H:35%

« 7|EIEF(EE, HE%): 25%

o

Real Estate
Others (Insurance) 40%

25%

Demandable
Savings
10%

Domestic Equity Domestic Fixed

5% _ Income Related Foreign Fixed
Foreign Equity Product Income Related
2% 10% Product
8%




COMPETITORS

Bank

PB center name

Target customers

Number of branches

Future plans

CITIBANCS®

100T $ 1M $ 3M $
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= 12 nationwide
(Seoul 10, Busan 2)

w1
(HQ,2003)

5 ot

Private Banking Service

= T |

Hana Gald Club

|
|
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= 15 nationwide

» 2 (HQ; Sunnung
Station)

= TBD

= TBD

@ SHINHAN BANK VIP Members’ Club

Private Bank

= All branches

= 1 (Dongbu Finance
Center, Yoeksam
Station)

1 in 2002 (Kangbuk)
1 in 2003 (Kangnam)

R

Chohung Private
Banking Center

= 1 (20" floor of Star
Tower, Yeoksam)

1 in 1%t half 2003

Royal Club

Poondang)

(Apkujungdong, etc.)

CHOHUNG BANK
KoramBank KORAM Royal Plaza = 1 (Apkujong) = 1in 2002 (Haewoondae
| | Busan)
| | = 4~5 in 2003 (Kangnam)
I |
M\ WOORI Woori Prestige e | = 3(Socho; Daechi; = 18in 2002
@ BANK !
|
|
[


http://www.citibank.com/privatebank/index.htm

REQUIREMENTS FOR PB BUSINESS

27EE = PBAHY
a4l o HaE 2F £
©® Brand L M-H
® Manpower
- Private Banker L-M H
- Portfolio Manager L-M H
® Asset manager
- Product Line up L-M M-H
- Product Manager L M-H
O Investment Banking L M-H
® Compliance L-M M-H
® Rating L H

@ Global Network L H




STRATEGIC ALLIANCE WITH PARTNERS
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EXAMPLE OF PRODUCT LINE-UP(N & A}

A= Value —
=3 Gross A F

2 =T Free

/ _'_
FEF
® oworT(mEM BN
@ Emergings

® Global Bond (4 'i‘) —————® Global Bond Plus y
® Euro Bond (M2 =+Emerging) =4 Balance
@® Emerging Bond

@ Global Equity

GICICICIC)
o
L
A

@ 3l 2| Balance

Fidelity Investments R (Morgan Stanley Dean Witter\ 4 JP Morgan R
Japan Open JF Asia Growth Fund
Japan Small & Medium Open Global Value Open AZ A, B2 A
Global Equity Fund AZ A, B2 A Merrill Lynch
\_ )\ AN Japan Open Y
4 Credit Suisse 2\ (" Nomura Asset Management ) (~ Nissei Putnam A

Global Bond Plus AZ4A, BEA Japan Open Global Core Equity AZA, BEA
Research Active Open

Japan Value Open

BNP Pariba AXA Rosenburg Japan Open Schroders
Global Bond Open AZ A, B2 A ~ N Japan Fund
\_ _/ \_ Global Balance Open AZ A, B2/ \ p J
4 Barclay N Goldman Sachs N Pictet R
BGI Japan Open
America Open AZ A, B2 A Europe Fund AZA, B2 A
Deutsch Global Bond Open AZA  BEA

Japan Fund Europe Bond Fund
N P AN AN J




	 

