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Understand
the model’s
strengths — it
is a system that
seems to work
well

Diagnose model’s
weaknesses — it is
a system that could
work better for AOs

Theory of change thesis

— stronger-principled
Position AO hyperscaling is accretive
influence asthe  to Jong-term value
leverage point to
adapt the system
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(1) Catalysts driving a changing ecosystem
The asset management industry transitioning through a series of structural shifts
Megatrends create extraordinary capital demand | Infrastructure is where that demand concentrates | Hyperscalers emerge

as the institutions capable of meeting it. The thesis is hyperscaling as an adaptive response to a new economic era

The megatrends The infrastructure The rise of (AM) Asset owner

— acceleration of supercycle: infra hyperscaling: hyperscaling:
deglobalisation, private capital for scaling capital supply Big pension and
digitalisation and . Al and beyond to meet demand,; sovereign funds;
decarbonisation; centre-stage in the outcomes over . OCIOS and master
and demography next decade products trust platforms
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(2) Investment industry hyperscalers defined
Asset Owners and Asset Managers play distinct and complementary roles in leveraging scale and influence

A hyperscaling asset A hyperscaling asset
owner manager

converts scale, converts scale,
governance, decision deployment capabilities
capabilities & & relationship capital
relationship capital into influence on

into influence on outcomes

outcomes via origination,
drawing on better platforms, distribution,
access, economics & megatrends; and
execution, operating capability

to support enhanced to support capital
value creation capture in scale
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(3) The OCIO hyperscaler defined bridging the AO and AM hyperscalers

The OCIO (fiduciary manager, mastertrust, superfund, PRA) occupies a bridging position in the ecosystem
between AOs and AMs. They scale up the asset owner and asset manager best practices with five features

Hyperscaling OCIO... ...scales up drawing on
these features:

= converts scale, governance, 1. brand rights with AOs
decision & deployment : :
capabilities, and relationship 2- ask rights with AMs

capital 3 i e - Hyperscaling
) i . modular solutions wi
into influence on outcomes —_— asset manager

! AO/AM skills
via better agency, access, stronaer agency with
economics & execution AO principles

Hyperscaling

asset owner

to support accelerating value 5 influencing brand as
creation thought leader
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(4) Hyperscaling sits alongside other rewards for scale in the ecosystem
But the system can tip into a phase changes if these factors reinforce each other

Four scaling forces at work requiring investment industry awareness and resilience

2"& : :

& .2 Scaling & Hyperscaling

= Scaling is the big getting bigger under a reinforcing loop:
Scale — lower cost / better tech — more flows — more scale

» The AM industry still remains with considerable active
management diversity but with increased economy of scale a
driving force it has its decisions driven through fewer nodes

{3 _» Indexation

» Market efficiency under a current 40% indexed 60% active mix
has healthy sized inefficiencies supporting active management

» Even under much larger indexed allocations than today, the
incentives for active managers to seek mispricing, generate price
discovery and support the conditions for fair pricing;
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Al

» With Al scaling, declining marginal analytical cost and
infrastructure scale effects create structural pressure toward
convergence around shared architectures

= Whether that convergence reinforces resilience or fuels
fragility will depend on governance standards.

£

m% Consolidation

Industry consolidation through M&A is real and visible, but it
iS not the main driver of scale which comes more from flows.

» M & A accelerates capabilities growth and alternatives

platforms for leaders (acquirers) not mid-tier (targets) so this
aligns directionally with the reinforcing loop.
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(5) The hyperscaling proposition is working but with some structural vulnerabilities

Evolving design short of systemic stabilisers

Hyperscalers convert scale into better capability,
access and effectiveness

1. Scale engine - cost & access efficiency
= Lower cost to investors (scale + technology)
= Broad, low-friction market access

2. Decision and deployment engine — org-alpha scaled
. 'IAr\geI%rated platforms: origination + structuring + execution
. il

. Relationship engine - access and platform effects
Preferential access to deals, data, partnershlPs_ _
Shaping terms in private markets in global relationships

y to deploy capital into large, complex opportunities

(I XY

LI -

: Learning and compounding engine - data + feedback
Data + Al + repetition improves decision quality
Continuous learning loop in the Intelligence Stack

. System engine — economics, environment, social
Long-term capital that can address systemic issues
Consistent stewardship across markets

[ 4

But hyperscalers also adds concentration which
creates systemic & governance fragility

1. Systemic fragilitPl - concentration risk
Large flows amplify market moves _
Liquidity mismatches can trigger forced selling
Correlations increase across assets

. Incentive misalignment - agency at scale _
Stewardship concentrated with influence often exercised
indirectly and opaquely _ _ _

= Product, flow, and benchmark incentives dominate

=N

. System externalities — low attention _
'stem-level outcomes (beta, resilience) underweighted
Climate, inequality, Al risks insufficiently J)rlced
Influence can be weak in under-specified mandates

EEoEC)

Risks and vulnerabilities could be mitigated with
a stronger agency and better-specified mandates
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(1) The hyperscaling evolved system — with resilient and systemic elements

Asset Owners can play a more distinct role in leveraging their ownership and buyers influence

SHIFT FROM SHIFT TO

HYPERSCALING EVOLUTION

» The hyperscaling system is working well as
an instrument of effective finance.
But should it, or could it be more
sustainable?

» The metrics for hyperscaler ‘success’ are
short-term and don’t reflect broader value.
But should it, or could it be more
reflective of sustainable value

= The AMs are the driving force for
hyperscaling.
But should, or could the AOs be
applying more agency influence?
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AMs productise scalable
opportunities

AMs set the AO menu
AMs 5-year product logic

Relative performance & liquidity
dominate

Long-term system influence is
incidental

Governance introduces systemic
fragility & less decision diversity.

A system with frictions

AOs specify long-term
investment needs;

AOs set the AM mandate
AOs 30-year asset logic

Long-horizon & system resilience
dominate

Long-term system influence is
intentional

Governance supports healthy
system and long-term outcomes

A system that reaches balance
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(2) Sensitive intervention points e

Small, well-targeted interventions that produce
disproportionately large, systemic change

lllustration (tennis analogy)

Sensitive Intervention Points (SIPs) where a relatively = Atdeuce, a player with 50-50 points
small, well-targeted intervention produces Y probability is neutrally placed to win the
disproportionately large, systemic change. / game
« In systems thinking: leverage points (Meadows) ' = Asmall shift to 60—40 (better serve,
« In complexity economics: sensitive intervention points / better decision)
« Complex systems are: non-linear, driven by feedback : = Produces a ~70% probability of
loops, subject to tipping points and path dependence : winning the game

— Small edge — large outcome
— Not all interventions are equal . change

— Most interventions do very little _

— A few interventions change everything Interpretation

» The intervention is small (slightly better
probability)

» The system structure (win-by-two rule,
thresholds where change accelerates (e.g.cost curves) repeated play) amplifies it

= Critical nodes y » There is a coming together of tipping
influential actors or institutions (e.g. hyperscalers) point, critical node and window in time

= Windows in time = The result is disproportionate impact

moments when change cascades (timing/momentum)

Where SIPs occur: Ay
* Tipping points

S,
\
[ N
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(3) The metrics can strengthen

What gets measured gets managed. Diminishing the benchmark focus and introducing multiple comparators,

scorecards and dashboards.

|deally you need a 360 degree metrics field — looking back and forward, zooming in and out

Benchmarks are necessary —
but insufficient

They answer “How did we do versus
a single reference?”

They do not answer “Are we making
good decisions for the whole fund?”

Benchmarks
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Scorecards broaden the

conversation

Well balanced scorecards
introduce objectives, KPIs, KRIs,
and accountability across multiple
dimensions or “comparators”. but
remain largely backward-looking.

Scorecards

Dashboards change
how decisions are made.

They support forward-looking
judgement, trade-offs and
resilience as governance matures
and decisions become more
complex.

Dashboards
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Conclusion. Hyperscaling Systems

= Mercantile systems optimise transactions. _
. Reglllent systems optimise the conditions under which value
endures.

AO Ie.verag?e: _
end-investor primacy +
buyer power
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AM-led Hyperscaling 1.0 Model

The hyperscaling system is extremely
efficient mobilization of critical capital
through products driven by mercantilist,
transactional models.

Critical Intervention Point

Asset owners hold underutilized agency to
reshape investment demand toward long-
term, customized parameters and specified
mandates.

Shift to more Resilient 2.0 Model

Moving to a resilient system emphasizing
sustainability, intertemporal efficiency, and
three-dimensional focus: risk, return, and
resilience through real-world impact.
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Limitations of reliance and contact details

Limitations of reliance — Thinking Ahead Group 2.0

This document has been written by members of the Thinking Ahead Group 2.0. Their role is to identify and develop new investment thinking and opportunities not
naturally covered under mainstream research. They seek to encourage new ways of seeing the investment environment in ways that add value to our clients.
The contents of individual documents are therefore more likely to be the opinions of the respective authors rather than representing the formal view of the firm.

Limitations of reliance - WTW

WTW has prepared this material for general information purposes only and it should not be considered a substitute for specific professional advice. In particular, its
contents are not intended by WTW to be construed as the provision of investment, legal, accounting, tax or other professional advice or recommendations of any
kind, or to form the basis of any decision to do or to refrain from doing anything. As such, this material should not be relied upon for investment or other financial
decisions and no such decisions should be taken on the basis of its contents without seeking specific advice.

This material is based on information available to WTW at the date of this material and takes no account of subsequent developments after that date. In preparing
this material we have relied upon data supplied to us by third parties. Whilst reasonable care has been taken to gauge the reliability of this data, we provide no
guarantee as to the accuracy or completeness of this data and WTW and its affiliates and their respective directors, officers and employees accept no
responsibility and will not be liable for any errors or misrepresentations in the data made by any third party.

This material may not be reproduced or distributed to any other party, whether in whole or in part, without WTW’s prior written permission, except as may be
required by law. In the absence of our express written agreement to the contrary, WTW and its affiliates and their respective directors, officers and employees
accept no responsibility and will not be liable for any consequences howsoever arising from any use of or reliance on this material or the opinions we have
expressed.

Contact Details
Roger Urwin | roger.urwin@wtwco.com
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About the Thinking Ahead Institute

The Thinking Ahead Institute is a global not-for-profit investment research and
innovation network dedicated to helping investors navigate the future. Bringing
together leading asset owners, asset managers, wealth providers and strategic
partners, the Institute drives innovation through collaborative research and
practical solutions. Since its founding in 2015, the Institute has convened more
than 100 organizations to collaboratively design fit-for-purpose investment
strategies, improve organisational effectiveness, and strengthen stakeholder
trust. Learn more about how the Thinking Ahead Institute can support your
organisation at thinkingaheadinstitute.org.

Led by Marisa Hall and Roger Urwin, the Thinking Ahead Institute connects our
members from around the investment world to harness the power of collective
thought leadership and develop innovative solutions for the investment industry.

Join the Thinking Ahead Institute
We seek collaboration with like-minded organisations to achieve our vision,
so for more information about us please contact:

Marisa Hall
Marisa.Hall@wtwco.com

Towers Watson Limited (trading as Willis Towers Watson) of Watson House, London Road, Reigate, Surrey, RH2
9PQ is authorised and regulated by the Financial Conduct Authority.
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